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Supplementary to the oral reports on conditloﬂs
and the dlscussions had with the Presi-

\
,dent the Secretary of State, and with the Departmnnt

T 7in fheUS SR.

g})q[%;th reference to the policy of the Unlted States,
g fwhieh under present candit{ons in contrast to those of
. several years ago, would noq seem advisaEiE;]I respect—
tf‘ﬂfully submit the rollowing general review and summary

.

report of the situation here. T

Back of any question of policy, there are questions of

of fact, which must needs be controlling. These
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factors, among others, are: thé innate strength of
the U.S3.5.R.; the strengths and the weaknesses of the\”
present regimé, polltlcally, economioally,_and from a J
military point of view; the attitude of foreign‘pgwers
with reference to the U.S.S.R.; the future‘zs{gnificance,
of these forces vis-a-vis world.conQitionS.and‘particu—'
larly their significance with reference to the United |
‘States. - | o~
The inifiél diffieulty ip assessingﬂfﬁis situation |
lies infthe fact that the field is so yast, the rochS.
S0 great the prejﬁdioes and controversies so violenf
that it 1s diffieult to envisage the whole plcture and
preserve an objectlvity of Judgment ‘
There do exist, howe%er, certain definlte asger-
tainable facts,which, when marshaled, afford a basis
for judgment. Moreover, in the last ﬁwenty‘yéafs during

which this regime has existed, certain developments stand

out very c¢learly. They are mileposts in the evolution

of the situation, which point to trends and possible

v

future developments. ‘ . o R

This report is aimed to present, as far as possible,

a "Brief on the Facts". Facts produce their own con-

clusions:- and are not susceptible to color or ladk cf

ob;ectiv1ty.

méde te‘apitomiza the best auagmsnt afkthe v




staff of this Missign}‘supplemsnted by the judgment

. of some of the Chiefs of other Missions who are sta-
tloned here, and as well by the opinions of imerican

Journalists, who have made a?study of conditioné hﬁré‘”j,
This report is designed to be synoptic end ag —

~brlef as possible. 4Nécessarily, it does not.purpapt to
be exhaustive,-complete, or comprehensive in detail.
It is aimed at being neither argumentative In spirit

nor dogmatic in opinion, but infdrpative,“dééigned to

afford a more or less comprehensive pleture "in the

large“ . ' C

Thls summary is addressed generaiik\to the follow—_

ing subjects:

I. WHAT ARE THE INNATE STRENGTHS OF THE
- " U.5.5.R.--PHYSICAL RESOURCES, BTC.?

Territory
Population.
Density Sf~p¢puiation.
Birth rate.
Political subdivisibns.
‘Semitic population.
Man Power. |
Agricultural Resources.

Specific erops--Wheat, Oats,_Rye, Cotton
Sugar Beets. :

Development of agriculture. .
Increase in use of tractors and combines.
-Number and réle of machine ané tractor station
'Timber.b

4’Furs and fisheries.




Mins:al Weealth--Basic Raw- ateriais.

0il1, Goal, ;Iron, Water Power, Gold.

II. WHAT HAS THE PRESENT REGIME DONE WITH
SE_RESQURCES S IT CAME IN
- POWER? B

General Historical Background——lQl? -1926;
1987 1938.

Rellability of Soviet Statistlcal Authority.
rPrograss in Indﬁstrializatibn:
Expenditures in Heavy Indusiry.
Increases 1n frddﬁc;idn of Coal.
" " . Relled Steel.
Agricultural Maéﬁine;}.
Electric waef.
Genefaﬁdrs.
‘Transformers.
ﬁléctric Motors.
Autoﬁobiles.
Automobile Tires.
Transportation and Communication.
Raiifbads.‘
Roads.
Alrways.
Waterways.
Merchant Fleet..
-Telephone Lines.
Mail{ | |

NeWéjarers, R&@ios, Etc.
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Education—-Schoois—-Universities;
Erection of new schools.
Pre-School training.

Higher education enrollment;

Living and Social Conditions.

Rise in national incoms.
Employment and wage increases.
Agricultural living conditions.

Analysis of State Budgets. S

o

The Government income add expendltures.

Remarkable inérease.in expenditures on armament.

Coincident increase of expenditures for social
and cultural welfare.

ITIT. WHAT ARE THE ELEMENTS OF WEEKNESS
INHERENT IN THIS SITUATION?

Size--Verying needs and interest of widely
diversified territory. :

"Racial dlfferences——Language traditions,
asplratlons.

The character)bf the Governmsnt itself

Bureaucratic inefficiency.

The" confllct which 1is 1nherent between agri-»
cultural and industrial workers.

Russian character and habits.

The possible inaptitude of agrarian peoples
for mechanical-industrial work, which threa-
tens possible breakdown of bureaucratic in—
dustry under pressure. f

The difficultios of arbitrarily fixing Just
wages’ and consequent inherent dissatisfaction '

Difficulty of changing human nature in a
generation.

Gounter-Revolution-—Mbnace of’Military ¢




The Terror--Purge.

Reyolt of Youth.

Dislocation of agricultural labbr.

Dangers inecident to a general Européén war.
The menace of possible Hitler faséist aﬁfaCK.
The menace from the uast--Japan.b

Latent hostlllty of adaacent states.
One-man rule.

Tyranny--oppression.

Lack of Religion.

Mistrust among leaders themselves,

IV. WHAT IS TEE POLITICAL STRENGTH OF THT
“GOVERNIENT?

The Communist Party and the Govermment.

Resolﬁte character of Party leadership.
‘Technlque of dlctutorshlp.

Control of. hrmy——Seoret Polwce—~Propaaanda.
Indications of panic of last;;ummer.

The '_'InsE oompleteiy rout the ﬁOuts*
Presentkstfength of Staliﬁ Government.

— Afrmy loyalty.

V. WHAT IS THE MILITARY STERJ_.N'CT*T OW THE
SOVIHT UNION?

Genéral-—Man Power. R°gulars Trained.
Reserves--Conscript Reserves. . Annual-
Clasoes called to the COlors g -

Mechanlzec Forces.

Air orces.




VI. WHAT ARE THE POSSIBLE SIGNIFICANCES OF
.~ THE U.S.S.R. IN WORLD RELATIONS?

Y .
T

VII. WHAT ARE THE POSSIBLIE SIGNIFICANCES OF
~THE U.5.8.R. T0 THE UNTTED STATESS.

T. WHAT ARE THE.INNATE STRENGTHS OF THE

- U os_:s .R- —-PHYSTCE EESG[}RCES 5 ETE . ?

Territory. .
The outstanding‘factrin connection with the

U. S S.R. is its enormous size. It contains one- sixth
of the earth's surface--eight mlli\bn sguare miles.
It has an area two and one—halfaiim?s greater than tﬁe
~entire possessions of the United states. Vladivdsédk~
is fartﬁer‘frbm Moscow than is‘Portlaﬁd, Maine. The
latitude of the Black Sea ié about that of New York
City. It encompasses territory greater than the en-
tire North Americen éontinenf north of the Panama'Cana1. 
It covers all zones, from the Arctic to the tropicél;

It comprises an empire more diverse than that fram

v . -

L

. s _ Lo -
"Berlin to Bagdad™. It includes vast areas of plains,l

mountains,; forests and waterways.

Population.

The latest officlal estimate (1933) of the popu- .

lation is 165,700,000:- 8.29% of the‘tbtﬁl'yopulatiqn‘
_of the world:- a population 30% in excess of the popu-

flation of the;United States. It con51sts of 180 air
ferent nationalities, with 150 dialects




languages. .

G, b D i

The density of pppulatlon is 12.5 to the squere mile

in contrast to 41 inhabitants per square mlle in the

United States; 197 in France, 555 in Italy, 363 in Ger- kﬁ

many, and 668 to the square.mile in England. If the Wéggﬂ
i

entire population of the world were transferred into.the
U.S.S.R. the territory_woulﬂ not'beﬂas'crowdéd.ae that
of Germany. If the poﬁulation of the entire’world were
quadrupled and placed in the Soviet‘ﬁhion, its territory
%ouldﬁnqt be as efowded as fhet of the British Isles.

iBirth‘Rate.--According to the most r cent)Soviet
dete the birth rate,in the Ukraine 1s about twehty—three
to the. thousand.  The rate for the ceuntry'as_a whole is
EEEE?E%Y somewhat less, but rapidly inereasing. In con-
trast thereto, the birth rates of the ﬁuropean'coﬁntries
are as follows: Italy (1935) 23.3; Germany (1935) 18.9;
Englend (1935) 17.8;_France {1934} 16.1.

Political Subdivisions.--The Soviet Union is mde

up of eleven political subdivisions (constituent repub-
lics), - each with a measure of autornomy. These so-_ |
feialist republics are theoretically free to dlsdssociate
themselves from the Union. As a matter of fac% such
liberty is academic. It is obvious that the Federal Gov-'
ernment and; what is more, the Kremlin,(stalln) WOuld not
tolerete disﬁnion.: That fact appears very clearly in the

frecent Bukharin Treason Trial.




_population. There has been created an autonomous‘
oblast (pfovince)é-Birobidzhan)‘which is made up ex- |
clusively of Jews, controlled and;governéd excluSively'
by Jewish people. There are many Jews in the high and
official and executive pos1t10ns of thelcentral Govern—
‘ment in Moscomg. (See Hitler's "Mein Kampf” )

TR he - -

T Man Power.
The nation contains a wide diversi%&lof races, ex-
tending from the Buropean Russians and Slavs to the

'Mongols of the East. Generally speaking, they are a

strong, sturdy type. They reflect\éhgt physical hardi- -

hood, which the survival of the fittest under primitive

7

conditions, close to the soii,-would produce. _Eurdpéan

Russia in the 15th century had behind 1t an economic

and historical experience in'political development com-~
parable in standards of experiencé‘and'living;approxi-7

mating that of Alfred the Great. _There are indications

of this fact in the vigor, initiative, enterprise, &nd'i,

emotional richness,and simplicities of a comparatively..

young people. Up to a- few hundred years ago, Russia had

none of the experlences—of Europe, 1ncldent to the de—

velopment of civilization.

Agriéultural Resources.

Even more signlficant than the mineral WEalth of
such a. terrltory are its agrlcultural resources., S‘
. wealth is inexhaustlble. It renews itself;eachfyea;

: In 1937 the total area under cultivatio in
-Soviet Union was 567 170,949 acres.kgT s 1s in
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to 327,661,000 (1955) acres in the Unlted States and
56,154,000 (1934) acres in Canada. Of the entire popu-rf '
lation, gbout 65% are engaged in agriculture. _It;ig
interesting to note that in 1913,'57% of the total output”i
of Russian industry was agrlcultural whereas industrial
output constituted but 43%.* In 1937, however, the in- g

dustrial output comprlsed 77% ey the total output Ain

contrast to the remalnlng 237 of agrlculture~ which
quantitatlvely was slightly in excess of 1915 ' Gen-
erally speaking, the’ agrlcultural output in the Soviet

- Union under the present regime has not been in excess

PSEUURI. SR R P e

o

of pre-revolutionary prgduction. _In\l937, bowever, there
was é bumper: crop, which broke all records. The cereal
crop for that year is estimated‘to be about 111,384,000

.\metric tnns (4,451,360,000 bushels). It should‘be borne .

in mind, in this connection, that a great effort was

made by the planning authorities to diversify agricuiture,

which eliminated large areas of cereal acreage and di--
verted them to the developmcnt-of new crops, such as

“cotton, sugar beet - et cetera.

The following data indicate the remarkable agri—

cultural wealth of this country. .
Wheat --In 1935, .the Soviet Union produced approxi-'

mately one-third of the total wheat crop of the world.

It was two and one-half times greater than that produced

in the United States; four times as muech as Canads; five

-times. as much as Argentina ‘and more - than the United ~

States, Ganada, and Argentina Qut together.** ~

~@ats

. - . — —'- - - — - P -

. ¥ This comparlson is based on. valuﬁ
- what mislea&ing
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Oats.--During the same year the Soviet Union pro— .
duced epproximately one-half of the world's oat crop.
It was three times that of $the Unlted States and four
times that of Canada. The production of the Soviet Union

~equalled the total productlon of the United States
Canada, and Germany combined.* : ,

Rye.--For the same year the U.S.S.R. prodUced 80%
of the total world's rye crop. It was fifty times as
mueh-as that of the United States; 40% more than the
production of Germany, Poland, and France combined. It
was in excess of the combined production”of Germany,
Polend, France, and the United States.**

Cotton.——During the same year the Soviet Union was
fourth 1n the production of cotton. It produced more
bales of cotton than did Egypt, A T

Flaxseed.-~For the same year the Soviet Union was
.second only to Argentina in the flaxseed crop. The Rus-
sian production was approximately five times that of the

United States. ***

Beet Sugar.--Germeny for many~;;hrs was first in =
beet sugar production. In 1935 the Soviet Union doubled’
its production over the preceding year and took first
place. The production of the Soviet Union Tor fhat year
was almost double that of the United States and almost
eqgual to the production of Germany and CzechoédslovaKia
combined. It was more than 20% in excess of that of
Germany. It was more then three times that of Czecho-
elovakia Fkpk ‘ RS :

Cattle.-~The average number of cattle in the Soviet
Union between 1926-30 -was 64,900,000, in contrast to .
59,191,000 in the United otaﬁes. It was larger than the
combined herds of Argentine and Germsny. The Russian
herds were three times larger than those of Germany.

' During

E In 1934-35 the productlon of oats in bushels was" ~

Total of the world, 2,217,000,000; Soviet Union, 1, 302 000 OOO;
Unlted States, 526, OOO OOO Germany, 376,000, OOO
* TIn 1954 35 the production of rye in bushels was: .
Total of the world, 946,000,000; Soviet Union 792;000,000;

Germany, 299,000, OOO Poland 254 000,000; France, 33, OOO OOO-
~ United States, 16 OOO 000,
S *%% Tn 1934-35 the production of flaxseed in bushels was:
~—-" - -~ - Total of the world, 149,000,000; Argentina, 79,720, 000;
Soviet Union, 27, 558 OOO Unlted States, B, 213 000. .
REEE T 1954-35 the production of beet sugar in terms
of reaw sugar in short tons was: Total of the world,
10,886,632; .United States, 1,257, 750 U. S. s. R., 2 515 .000;
Germany, ‘1,817,430; Czechoslovakia, 615 700. .
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" are also being expended for irrlgatlon and the reclamationv

' U.S.S.R., 65,900,000; Argentina, 32,212,000; Germany,

'—reflected An the bootleg average. rate. Th‘t

During the "strike" of the agrlcultural classes dur g
the collectivization period from 1929-33, the number
cattle had declined to 38,400,000 in 1955 By 1935 1t
had 1ncreased to 49,255, OOO which 1s still twice that
of Germany.*

Livestock--Sheep, Swine, Horses.--During the same
period, there was an enormous decline in these herds.
They were practically cut in-ftwo. By 1935 there mmd
been an increase of approximstely 20% over the low
period, -but still in 1935 the percéntage of these herds‘
was from 50 to 40% less than in 1928,

c e

Development of Agriculture.--Intensive efforts
are now being made to develop extensive regions along

the trans-Sibverian Railway in the east. Enormous sums

of lands. In 1929-3%35 a total of l\BQO 000, OOO rubles

was spent on reclamation and irrigatlon asr"capital

Anvestment".®* It is interesting to note that in spite

of

* In 1926 there were in the United States, 59,191,000

17,776,000; in 1933 in the U.S.A., 70,214,000; U.S.S.R.
38,400,000; Germany, 19 159'000* 1935 in the U.S.S.R.,
49 255 000.
*ok’ _The, Offlclal rate of the ruble is now 5 30 to the
dollar It has varied as follows:
1928 -- $1.00 - 1.94 1/2 rubles.

1928 -- $1.00 - 1.94 1/2
. 1930 -- $1.00 - 1.94¢ 1/2 @

1931 -- $1.00 - 1.94 1/2 ¢ _
1932 == $1.00 - 1,94 1/2 " )
1933 -~ $1.00 - 1.16 -~ 1.12 rubles.
1934 -- $1.,00 ~ 1,16 - 1,128 + =
01935 -- $1.00 - 1.16 - 1,12 v -
1936 - 1.00 = 5,06 rubles.

- 1937 - %l 00 - 5.36 " ‘ o
The black bourse, or "bootleg" rate of the ruble varies .
in different’ sectlons and fluctuates markedly at dif-
ferent: times. It has ranged from five to fourteen

‘within -the past year. It 1s now approximately ten cénts

The actual value in internmational exchange is yres

free markct ‘and the operation of free force

. Citrine, in-his book, published 1936, gave hi
at about five cents., Based on food purcha ~

all factors combined, my opinion is that

is between five and. ten cents, although in
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of the tremendous effort that—has been made to apply
“the principles of mechanized, sclentific agriculture inn

large-scale production, the actual grain crop in metricA

tons in 1936 was less than the grain crop of 1913. The

bnmper crop of 1937 exceeded the 1913 proddction by

about 20%. .

Increase in Use of Tractors and Combines.—-The ex?

e e

tent of the campaign for the mechanizatlon of agriculture

can be appreciated from the following facts.” The number

mof tractors in the Soviet Union in 1928 was 26,000. By

1936 it had increased eighteen fold to 477 Q000. In 1930

there were 1,700 combines in the U.S. g\ﬁ., which had been

multiplied about fifty times by 1936, when there were

93,200. The number of tractors and combines employed in N

agriculture were:

Number Ceapacity Number.
of of of
Tractors - Tractors Combines
(in lOOO) (in lOOO HP) - (in 1000)

1929 391.4 -

1930 72,1 1,003.5 1.7

1931 - 125.3 1,850.0 6.4
1932 148.5 2,225.0 ~  14.1
1933 ~ 210.9 3,209.2 - 25.4° o

1934 . 276.4 4,462.8 - 32.3

1935 . 379.5 6,534.0 52.1

1936 477.5 ' 7,162.5

Number and R8le of Machine and Tractor staticns.—Q

"Dur ing the first three years af the Second Five—Yhar‘

1, 904 new machine and tractor stations had

:Plan}period,

The total number of these stations,’which

been sef up.

was 2,446 at the end of 1952, had risen to 4, 550 at the
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end of 1835, Dufing 1935 they served more than 72.8%
of the total collective-farm sowr area. The machine

¢ ~ and tractor stations aré not only concentration points

for ﬁigh‘techn}que, but also for the epplication of
scientifi¢ Tarming methods,yand are the economit and
political bases of the state iﬁ,rural diétrict§."*
| Timber.--The foregted area of the Soviet’Union,ié
claimed to bé the.largést of'éﬁy;ﬁatibn in the world.

It constitutes 57%—of the total forest area of the world.**

Furs and'Fisheries.—-The wealth in furs is indicated

by~the.fact that it is estimated that approximately
- one-tenth of its'purchases abroad aﬁg\?aid for by the
value of furs exported. Fisheries also extensive,

and are beihg scientifically developéd’at a rapid rate.

Mineral Wealth.

The U.S.S.R., through its official publications,

claims that it has the richest deposits of the world in :

43 A

iron,Amanganese, oil, éalts, phosphorites and apatites,

“and the second largest deposits of coal. While these~

'_claims may be discounted and teken with some reservatioﬁ;
sti11l, the Aeposit8<are undoubtedly>exceedihgly.rich;**Ii'.
Among the state tréasures which I have been permitted
to see there were solid nugﬂets of gold of extraordlnary
size, the largest of which was thlrty—nine kilograms, or’

‘ eighty-six pounds, in weight. These, come from the Urals{°

There were also nuggets of platinum, one of which'was‘7'

B

- e e

e s Excerpt from "Fulrillment of the Second Fiv‘
“Plen During 1933-35", with foreward by szhlauk ‘
Mezhlauk has recently been "liquidated"*

‘unknown.) -

. % New York. World AJ_manac, 1938.
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fourteen kilograms in Weight»/

Authorities Wlthout the Soviet Union admit that the

Sov1et Union is second in the world's gold production,

o

‘and that the prospects are for a still. greater output.
While for military reasons no - official figures are glven
out as to the extent of gold reserves, it 1s variously
estimated that the productionlpgrgold runs between
@l?S;OO0,000 and $400,QO0,000 per year.*' The gold oover¥
age for their. currency is officially‘reported at approxi- '
mately §540, ooo 000 for 1937. | An excellent study of the

~0gold supply is to be found in the report by Mr Packer
of the Riga staff. It ls probably tﬁe\most acourate es-

timate. In discussions I have had with Well-i;formed

men, here on the ground, such as. Spencer Willilams, Walter

Duranty,'aod cértain authorities, including mining en-

gineers from the Far Rast, and also in London, I find

that their estimates approximate $300,000,000 to "

@450,000,060 per year. My opinion is'that.it is between
~ $200,000, 000 and $550,ooo,ooo.' | | '
~In "The Strategy of Raw Materials" (By Brooks Emery,,r
published by the Bureau of International Research of Har-p
vard University and Radcliffe College), an analysis‘and -
’study ofitpevmilitary selfesufficieuoy,of the sev§ﬁ5léafa
ing powers in essential foodstuffs and raw materia131isa
made. The statistical tables disclose the'éitr'déainaryff
extent of the‘mineral wealth of the Soviet_Union.‘Aiﬁ
-'would*appear'that on the baSlS of percentages off .

‘foiency,_the Soviet Union engoys 100% in coal, irc

_ * See New York World Almanac, 1938
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ﬁefrcleum mangahese. ‘mica, chromite, 'and potash; 90% in
sulphur and pyrites; 857'in phosphates- 80% in mercury,
60% in zinc. '
Comparativeiy, none of the other six‘great po¥ ers--
United Statcs, Germany, Great Brifaiﬁ, France, Italy,
gnd Japan--epproximate the degree of self-sufficiency

of the SoViet'Union, with tthe- exceptlon only of Great

.

Britain and the United states.

It is interesting to note that in manganese, chromite;

potash, and;mercury, in which the percentage of self-

sufficiency in the United States is low, t&i Soviet Union

has an abundancy; thct in necessary imports scch.as”copper,
et cetera, the éhtire'imports come practically frcm~the
United States; and that the combined resohrces of the
Ucited Sfctes and the Soviet Unidn constitute co ete

self-sufficiency in foodstuffs and,critical.raw.materials.

The New York World Almanac, 1938, puts 1t brieﬁlj-“

as follows:

"The areas controlled by Russla comprehend
néarly every material natural resource of modern
civilization--minerals of all kinds, base and
precious; every variety of timber, excepting tropleal,
every character of cereals, vegetable and fruit
lands; being as near to self- contained, econqmically,
as any-other power, excepting the Brltish Emplre.n

-II. WHAT HAS THE PRESENT REGIME DONE WITH: ~
THESE RESOURCES SINCE IT GAME INTO POWER°

General Background Historically, 1917 1926
1927—1938.--, ~

ii

‘I’he Bolsheviks seized power in 1917. ‘ ;i»’c ?c‘hat" 'tme'

industry was more- than five sixthsgone.* Transpcrt ha
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immedliately following the accession to power, practicaily
put a stop to production work. The attempt to apply the

principles of communism'to_agriculture was biltterly re-

sisted by the bourgeois peasantry. The agricultural pfo—

ducefs "struck" by simply :efuéing orifailingrto producé
more - than their own needs. .Thié, andwthe utter lack of
distribution facilitieg broughﬁ’famiﬁe and even starva-
tion to the towns.“.Trade,“under these.coggitions and the

disorder existing, dried up. The great drought in the
early days of the revolution accentuated the distress.
Under such necessity Lenin led ah\iconomic retreat

and estéblished the N.E.P. (New Economic Poliqy),;which

was put into oﬁeration in March 1921. This policy at-.

tempted’to.retain communism as a prihciple of government,
but aﬁtually shelvéd communism in practice. The peasants
Wérerin,a measure gilven the right to property and'given

tﬁe opportunity for éome'individﬁal profit makiﬁg.v Prié'*w

vate trade was licenséd. There was some improvement in

economic conditions., Lenin, who projected this plan

‘against great resistance, always maintaiied that it was

a necessafy étep backward only in order to "teke two

steps forward". These several years were marked,by,the

effort of the,Government to ‘induce capitalisticAcounpriQS“ ‘
to provide money for the development df,Russia?s:resdurcés.'

The SOViet‘UniOH "played off" one count:yfaSgégainsﬁ -

ruanbfhef;"It was the periodyqf'faét-grdﬁiﬁg’friehdship

~ between Russia ‘and Germany, signalized by %he Treat;

o \
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Lenin suffered & stroke in 1922 and died in 1924.
The N.E.P. gave rise to a type of economic adventurer,
so-called. These conditions frightened old ‘Bolsheviks.*

Recourse was.had to purges at different times. These-

were carried out with great severity. Strong dissensibn
arose .in the Party. The result was that the N E.P. men

‘Were "swept up with thelr proflts" and the policy was
A S

abandoned.

Economic decline and chaos during these years threa-

tened the existence of the Government. At its base lay
the eontinuing revolt of the peasantry and their refusal
to produce more than their needs. The\e¥istence of the

Central Government and the entire communist principle.

a

were in jeopardy. By 1924 the Central Government had
managed to balanee its budget, but its entire net revenue

did not exceed 1,460,000,000 rubles. The Trotski Wihg
were advocating world revolution, whereas the-stalin.
followers Were,advocating,the projection>of the eemmue‘
nistic principle in the Soviet Union first. Another -
right-wing group headed by Bukharin,‘Rykov,.Temski, qu
se forth, differed with §Eelin's ideas regarding tﬁe?m“
policy to'be adopted towards the peasantry. In'perti—ﬂv

.

cular, they opposed the forced and rapld collect1v1zation

measures advocated by Stalln It was clear that economlc

chaos and p0331b1y soc1al anarchy were immlnent unless

,somethlngAEadical was done to ' chanve these conditions\~
th the death of. Lenin .a struggle for leader

"~;érese;,.This finally resolved,itself‘inte'a duel be

5

¥ See'Pares,~“A;Hietary>q£p'ussia




ﬂTotski and Stalin. In 1927 Trotski was expelled from
the Central Committee of the Party. In 1928 he was

'banished to Asiatic Russia. H;s followers were liQui-

dated by banishment or imprieonment. It was a complete

s

Stalin victory.
Theselwere the conditions under which Stalin in

192w projected the five-year Pldns of industrial de-

velopment, whieh admittedly have producednvery remark-

able‘results.( The execution of these plans required.

'gfeat'courage and utter'ruthlessness and a general
'tigntening up of belts in all classe‘ of the communlty,
all based on expectatlon of future beneflts.4 In the
early years of the first five—year plan;'however, the!
Government was agaln threatened by the passive revolt
of the agrlcultura} districts.: Thls revolt was ruth-
'leSSly cruehed.- The Government employed the simple .but
cruel exPedient ofktaking its requirement of‘grain‘freﬁ”
-the ieasantry, even though it left nething to them for )
Tood or for seed. The result was starvation in meny
sections. It was variously estimated that during this
gcampaign from two to three million egricultural~peasants'
died. The progrem of collectivization and mechanizetidn_
of agriéuiture.nas carfied out with simiiar ruthleSs» ‘

-7 i
force. Thousands of Kulaks (large land holdérs) were

=—
e

-,”liquldatedn . The 1ndustrial~plan and~thefworkers——and

the Government itself were - allke dependent on. agriculture

ion of the 1ndustr1al plants.,‘The i
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‘The Government won: but at terrific cost of life.

Heavy industry (first five-year plan), however,
finally got away to & good sta?t. ‘Enormous new plénts
were projected. Entire new tovﬁs weré'built and sbrung,
up like mushrooms. Enormous ffabtor works}at'Kharkoﬁ,
automobile factorkes in Moscowwahd Gorki, tréctor plants.’
in Rostov andlstalingrad, steelvfurnaces,in‘the Don
Basin, fertilizer works in the Urals, enofﬁggs dams, were
cénétructed. The great Dnieper Dam tColéﬁél_Gooper's'
project) Wasrgompleted‘in 1935. Over ninety new towﬁs

. were cregted during the first five years. Industry in

" ths Ural Mountains was increased five fdld. The atgéndf
ant dislocation of the populatlons the dfift'to the |
’01t1esfand lack of adeouate hous1ng condltlons and other
conditions projected an enormous labor turnover that-

thwarted efficiency. Despite the inéfficiehcies of im-
expéggénce, accentuatéd.by the'bureaucratic governmental
control and these tremendous difficulties, industrial
output quantitatively increased 20% over gie pfevious

“year in 1929, 587’over the previous-year in 1830; with

similar large,figures later. The New York World Almanac,

1938 ﬁescribed the 51tuation as follows:

"The- annual output of Soviet industry has
shown an inerease of over six-fold during the last
decade. - During 1936 the advance in output, under
the impetus of the so-called Stekhanoff movemaat-

of improved utilization of labor and processes, was.
—®0,2%. At the beginning of 1938 there were 574, 064
dindustrial establishments in the Soviet Union,
~which 61, 428 were classed as large enterp is
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tons unless.otherwise specified:

o ‘ , 1936. 1935. 1927-38.

(1.5, vvo .
OBL vvneinnnennn.n. 128,200 109,254 55,400
Pig Irom ..........e... 14,500 12,500 3,280
Steel ..........v.e... 16,300 12,700 - 3,370
0il end G&s ........... 29,200 26,900 11,600

Tractors {units) ...... 97,122 100,801 1,500
Motor Vehicles (units). 136,583 96,692 - 667
- Superphosphates ....... 1,871 1,483 182
Cement ..............., 53,300" 40,600 11,000"

G Astgnck o
This period (the flrst/Five-year plaq} was charac—

terized by alternativerruthless purges anﬁﬁoppressbns

and coneiliation pollcles, for all of which Stalin was
extolled. It is interesting to note that the regime be~ .
came eonfronted more and more with the\gecessity of meking

‘a sgccees of these enormous undertakings. Their con-
tinuance in poWér depended ultimately on meking good -
on the promises made to the proletariat. In order to
meke éood aﬁd make the system of industry work there

developed a marked and continuing departure in practice

‘The only insistent and

.from the communist principle.

constant stimulus to the workers wé; found to be the

profit motive.

Concessions were.also made in the exten-

i

sion of rights or property to tlie peasants, as well as -

to other classes. The Stakhanovite'movement (eﬂalogous,
to the plece-work system - the "speed up" prlnclple) be;[;

By 1934 there apneared clearly

came a national poliey.

a very notable advance in heavy industry-—bpth.in much_,

larger output and lesser costs.

MEanwhile, despite the’ withdrawal of milllons of
hectares from cereal production in order to project a
so-called balaneed'scientlfic agriculture, the col

:'ivizationrprogram managed to produce a no
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food. Measurably, the five-year plan had Justified
itself. The outstanding fact in the situation, however,
is that it was not because of Government.operation~of'

'industry, but in spite of it. The enormoﬁshwealth_of

the country practically assured, quantitatively, a large

3

.measure of success, despite the enormous inefriciencies,

wastes and losses which such a system must necessarily

v

entail. What the regime did do; ﬂowever, was-to con-
céivo the plan and drive it through. It ;s_also sig-

nificant that in order to succeed, the regime dropped

the principle of communism in practical applicatian.

In 1924, the total Ilndustrial ougﬁﬁt semounted to

6,000,000,000 rubles, whereas in 19537 it is estimated
at 85, OOO 000,000 rubles. | -
of the total present 1ndustrial output, 75% has
been produced by plants that have been bullt since 1917:
The tonnage in railroad frelght had increased from
33, 000 000 tons in 1924 to 325 000,000 tons in 1936.
River freight had s1milarly increased from 9 OOO OOO
tons In 1924 to 69,000,000 tons in 1956
By 1956 it is clalmed that 91% of the total crop

area of the country was cultivated by mechanized means

through machine tractor stations.

Sov1et Place in World Production--Volume

By 1936 it is clalmed that in world product1u1 the
‘Soviet Unlon was ggggi in the manufacture of h&rvester
comblnes and beet sugar; second in total lndustrial out-
put in machlne production, tractors motor truck k

5ore, and gold thlrd in steel and superphosp




fourth in coal.

Soviet Place in European Productilon--Volume.

. In FEuropean production it is clalmed that the

Soviet Union held first place in total industrisl output,

in machine tool constructilon, in the manufibture of

tractors, harvester combines, motor trucks, and in the

production of gold, superphosphatés, beet sugar; second
place in steel production; and third place in:coal out-

put. By 1935, the Soviet Union, in contrast to Euro-

pean production, had also reached first plade in oil

and peét extraction, copper smelting, ﬁrg?uction of rail-.

road freight cars and locomotives, and had taken second

place in the geﬁeration of éledtric power and the manu-

facture of aluminum (see the State Plan Comnission's

"The Seeond Flve—Year Plan" with: fonword by Mezhlauk)

Investment in Capital Assets-in Industry.' " .

The total fixed capltal investments in industrial

development during the perlod 1929 36,

inclusive, amounted E

" to 70,856,000,000 rubles, which at the off1c1al rate of

exchange approx1mates $14,000, OOO 000; at the current

‘bootleg rate of exchange, $7,000,000,000; and possibly at

‘gold value,

not less than $5,6oo,000,ooo to %5,960,000;609.5
In large-scale industry the output in 1936 had in- -
ecreased five fold to 80,000, OOOf?Ebles;'in cbhtfast{tbll

16,000, OOO rubles in 1928. The following table_measurablylf

gives an 1dea of what has baalaccempllshed in the past



plan in Industry.

~ - Reliability of Soviet Statistical Authority.

It should be borne in mind that the statistical

Soviet sources. It is, therefore

count. The guestion arises as to the extent of the

‘reliability of their figures.

dation, during the past year,

in "organization statistical information" at the uni-

versity here in Moscow.

for the reason that in eertain academic circles in th

N

Uhited States 1t was considered that the SOViet ex@e"

gin_sﬁatistical.methods are améng the;leaders in th

information on Whlch the- foreg01ng is based comes from

5 subject to some~dis—

* The Charles Crane Foun~
sent two young men, grad-

uates of Americen universities, to finish their studies

1T was advised by these young

men that they had come here to take post graduate eourses

i Production Percentage ;
1928, 1936. of incresse.
Coal (metric tons) 35,310,000 126,001,800 255
Pig iron " 3,229,808 14,169,600 339
Rolled ‘steel 3,675,900 12,470,000 239
Mechine tools (units) 1,738 32,408 1,760
Agricultural combines . none - 42,500 -
Tractor plows 7,190 32,300 1,050
Tractor sowers \ 2,733 73,500 2,490
Electric generators : ' :
(in thousands of kw) 92,600 - 744,000 703
Electric transformers S :
- (in thousands of kwa) 403,200 3,203,000 690
Electric motors o
(in thousands of kw) 343,200 1,652,000 382
Electric power jp—
(in thousands of kwh) 5,007,000 33,000,000 553
Cotton ¢loth : ‘ ,
{In thousands of m.) 2,870,693 3,256,700 13 ..
Woolen eloth
(in thousands of m.) 84,232 \\\_98,100 16
~Rubber (artificial in
. metric tons) none 25,583 - _
Automobiles - B71 136,575 20,250 g
Automobile tires 82,000 2,137,800 2,630
Aluminum {metric tons) none -~ 36,000 -




field.* 1In this connection, another fact that shedsf‘

light upon the problem of the welght to be givan to
these statistics is the self-c¢riticism which prevais
here, in governmental cirecles, and!which is constantly/
being voiced by the official press. No possible in:'

dietment could be drawn,allegihg the inefficiency and

weakness of Soviet industry that could not be supported
by current official Soviet publications. Those respons-

ible here appear to be reallstically obaectlve and de-

;
Tt - termined not to fool themselves. I persOnally have in- \£7_

sﬁected a large number of plants, ingluding the tractor' g‘
plant at Kharkov, which employs 12,000

n, the harvester

__ combine plant employs 36,000 men; the electrlc generator,

turbine, and so forth, plant, employs 56 OOO men, an

~aluminum planf,'which'employed 18,000. men, and other-
largé orgaﬁizationél As set fbrth in previous despatches,_
I was much Impressed by the technical énd fixed'capitalfA’i
equipment, the méthqu uée&, the provisions madé for

SEientific study and experimentation, and by their con-

veyor and line systen of,manufacture., The efflciency

of the workefs,-in my opinlon, could not:be compared

with efficiency displayed in plants that I have studied

in the course of my work as Commissioner of Corporatlons

-

and

U N —-—_—m—

Tx Mr Chipman Third,Secretary of the Embassy, points
out with much force that "Soviet statistics should be used
with great care and are in many ecases unreliable.
has been shown meny times and the present Soviet authori
ties admit i1t openly. The most recent example that
know of is the throwing out of the 1937 census‘,;
tically the entire Stete Plan Commission, 1
,out'the Second Five Yéar Plan, has been 11
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and as a member of the’FederalE@rade“Commission in
the United States. In my judgment 1t was not coﬁpa?able‘
with that which does or would cbtain under a cajitalistic*
profit-meking organization. It would’ﬁot equal foriy

percent of the effectiveness of our industry. Never-

theless, 1t was perfectly clear that they were producing

an enormous amowt of serviceable routput. In discussions,

which I have had with American engineers here, I have

also been lmpressed with -the fact that thé’Government

\

secures the best foreign technical skill available in ﬁ %

connection with the erection of these plants, their

~

operation and equipment; that the technlc 1 schools and

/unlver51tles ‘are- produ01ng each year a crop of eager

earnest, young men, fresh from the land,-many of whom .
finished their technical studies by working abroad in

the industries of Germany, France, Italy, and the United

7 .
| é/‘;f"ﬁl"“ G

States; that whereas there is a general disposition on

~
|
¢

the part of these younger engineers to dlscount the——-

ability of foreign englneers in contrast to themselves,

that nevertheleSS they.are hard-work1ng, ambitious, ef-

fectivé, and exceedingly earnest.

The conclusions which I have drawn from the whole

picture are_that quantitatively the figures are fairly

reliable and reasonably measure the exftent of the‘achievp—

ment. Allowing a substantial or even large-&iscc;ntfas

to their figures, these aé@omplishﬁenté'WQQld,ﬁeﬁain3‘

productlon are so extraordinary (and esta i
independent factual data) that the statistical dat
be*di counted anﬁ dlscounﬁed again and =%



most impressive. This fact is generally conceded‘in/the

Diplodatic Corps, even among those who are innately
hostile to the regime. o )

The governing powers, as stated heretofore, are
tied irretocably to the making -of a success of this
plan. It may even be a condition of their continuance

in power. The masses have been, constantly fed with the

idea that it would result in higher stendards and better

conditions of living. In order to make “this industrial

machlne effective and to even meke an appearance of the
The -

I
;
;
f
¢
I3
i
}
H
S
1
3
i
]
i
i

performance of these promises, necessity arives.

N,
only permanent and insistent incentive, that the Govern-

ment has found, is profit. In the evolution,; therefore,

A § .
of this situation I look forward to a still further con

stant tendency to the right and an.application of capi-

Ltalistic principles in socialist production.

Transportation and Communication.

Railroads.--The weakest'link in the chain of domes-

tic ‘economy is undoubtedly distribution. The Govermment

-has been maklng a drive 1n the past two years, (a) to

brlng up the efficiency of rallroads and other means of -
transportatlon. and (b) to so plan agriculture as to ]
produce local self- sufflclency in foodstuff supply and
eliminate the necessity of long hauls.

The mlleage of ralerads has 1ncreased approx1mately

“25%.- It was 68 760 kilometers in 1917 76 887 in 1928

85,400 in 1936 _ _
The double tracking of the trans—éiberian Railwa




has beelcompleted. It is alleged that the Government

Pl a( ‘

is building a railroad north of "Manchukuo/ iﬁ%o'the
maritime provinces in order to afford & safer military
’methed of ee;hunication wi@h the Pacifib provinces.

T have been reliably informed that this road has now
been finished. The Military Attaché to’the Embassy
here, Colonel Faymonville, a very carefulvand aﬁie maﬁ,
sdvises that there is a markeé'teﬁdency here to further
‘develop transportation by the ‘extension of highways and

the use of trucks, rather than by railroads.

Reads.——The mileage of Tsarist Russia in kilome ters

was 24,000, of ﬁhich 4,000 wefe paﬁe&\ In 1936 there

were .two million kilometers of hard-surfaced roads, one-

’

fifth of which. ere main highways.*
The - mllltary highways, some of which extend out
of Moscow, are magniflcent stralght five-lane, asphalt '

highways. - : , -

B Airweze.-—In 1936° there were 52,000 kilometers_pf,
airlines, in contrast to 15,000 in 1929."The number of .
'airplane kilometers covered haee increesed frcmB,BO0,000

to 56,006,699 in 1936, The metric tons ofkf?eighj;daffied-'
have increased from 1,000 in 1929 to 66 SOO ink1956;. 4

Waterwaxs.——The development of w&terways uithin

recent»years has been very extensive. The White Sea ﬁas
been connected. with the Baltic Sea (227 kilometers--§u"tﬁ
1nto operatlon in 1954) The Volga Rlver has been ﬁive
1nto ‘Moscow (1937--128 kilometers);‘and itfls allegea‘

that there now exists complete river transportatian\

e e e o

* See New Ybrk Wbrld Alman ¢
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the Caspian Seca to Leningrad. The total navigable'fi ef
waterways are claimed to be 100,000 kilometers, whiéha‘SG

twice the length of the navigable waterways in the\United

States.*

Merchant Fleet.--The ‘tonnage of the nerchant:ﬂeet
of the Soviet Union in 1928 was 327,000 tons; in 1935 it
was 1,350,000 tons, an increase of approximately 400%;

o

Telephone Llnes.——In 1928 the total length of tele—

‘phone lines was 556,110 miles. In 1936 this had 1ncreased
to 1,343,750; The number of teiephones had 1ncreased
during that same period from 880,000 to 2,100,000.

Mall ——The number of rural postmit invthe goviet
Union had increased from 6,900 in 1924 to 123, OOO 1n

1936, approx1mately elghteen fold.

_'Newspapers, Radios, Etc;—-The Soviet Union has

AIO,OOO neﬁspapers;—with a circulation of 59,000,600.
In 1928,vthefe were, it is claimed, twenty-three broed—
casting stations in thé Soviet Union—in contrest tofSevehty5 -
ight in 1956, with 350,000 receiving sets in operetien’ k

in 1936. In 1928_there were 51xty-f1ve telegraph-

o

telephone service transmitters, whereas in 1936- there were

et

2738. ]

Books.--In 1915 it is alleged that 26,174 books

"were published with 86,700 copies; whereas, in~1356

there were 43,348 books published and 571,000,000 copies

issued5

Edﬁcationf—Schools—-UniverSities;

1“It isfclaimea~that illite:acy has been;

i

in Construction”




eliminated; that there is no Soviet citizen who cannot

read. . Sixty-seven percent of the population in 1913 were.
illiterate. & i

)

~ The number of elementery schools‘in the,SoViet ﬁnlon‘
in>1956 was 164;100, in contrast to 106,000 in 1914;,an'
increase of 64%. The number of colleges‘and ‘higher teché
nlcal schools have increased from 91 in 1915 to 592 in
1936, an increase of 500%. The population attending

- schools in 1936 was 28,842,000. l,OSQ,?OO'children;at— ‘

tended kindergarten in 19%6. In 1935 there were 1,712

-

‘sehools for manual training, with a total number of

students of 246 248. TWenty—six pe;hent of the entire
populatlon, it is claimed, are attending school. It is

also alleged.that three and‘one-half times the number

of -children are attending school in the Soviet Union in

contrast to the number attending school>prior to the

war.

! "In Tsarlst Russia a peasant would send his
children to school for two years -at best, and then
only his sons, and in the eities a worker would
send his children for three to four years; whereas. -
in 1935 all children in the cities and 67% of those
in rural districts who completed the fourth grade
entered the fifth grade to continue their studies.
Comparing 1932 with 1935, the number of children
attending fifth to tenth grades inecreased from -
3,600,000 to 6,700,000. ,Moreover, before the
Revolution the high schools were attended by the
children of the bourgeoisie and the big landowners,
the intelligentsia, the clergy and the kulaks, while
there was only a sprinkling of Workers' and peasants!
children,'* . ’

Erection of New Schools.—-"In M0scow alone sevaaty~tw

big schools were built and fully equlpped in11955.i
1955 152 adﬁltlonal schools were to be bullt in‘Mbs‘

In 1935 the total number of schools built i

495 While in rural districts 1, OOO elkme
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and 2,000 seven-year schools wére erected The annualE
-eurrent expenditure allowance per pupil Has doubled since

1932, ™k

Pre~School Training.—é”Pre—schoél training is a con-

stituent part of the educational system of the U.S.S.R.

3

By 1935 the ﬁumber of children in pre-school institutions
(kindergartens and playérounds) had increased 5y 627,006
as compared with 1932, the nﬁmﬁér at the pfesent time

being approximatel& 6,000,000, ™*

Higher Educatlon Enrollmentlk-"During the three years‘

of 1933 to 1935, 1,300,000 persons were enrolled in col-

leges, technical colleges and middle‘ﬁsfhnical schools,

whilé_485,400 specialisfs_with college or middle school:

‘

training were graduated. Altogether 509,900 persons’
‘studied at colleges and technicalybollages in 1935, as

agatfist 477,200 in 1932 and 124,000 in 1913."*

kS

Living and Soclal Conditions.

. . . - \ . 9
Rise in National Income.--The national inceme has ~‘“EWW

increased from 21,000,000,000 rubles in 1913.1%o
65,700,000,000 rubles in 1935 (fixed 1986-27 prices).
A11 this income; it is alleged, is being applied‘directly

or 1nd1rectly to the betterment of the working classes.-'

Employment and Wage Increases.--It is asserted that

there has been n0~unemployment since 1930; that the,number»

of employed persons nas inereased by 1955 by l 800 OOO

~
as compared with 1952 It should be noted however that

the Sov1et system admits of nO/émployment except cf pe

: who are not fully trusted or who are belng punished‘

. = gtete Plan Comm1551on' "Thé Second
“W1th foreword by MeZhlauk.~ =
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Millions of people in the country, however, are not
working in the fields in which they desire to be em—fﬁ
ployed and although regularly employed are in a much
worse status than those in the United States employed f;
with relief funds. Political prisoners afe not unem-
ploygd.; They are working. The fétal wége ié alleged
to have inqrea;ed from 32,700,000,000 in 1932 to
56,200,000,000 fubles in 1935, 'The average snnual wage
per worker had increased from 1,427 rubles in 1932 to
2,371.5 rubles in 1935.% o

Agricultural Living Conditions.--The following ex-

cerpt from "The Second Five-Year Plan"\gz\the State Plan

Commisgsion discloses that:

tAccording to a survey, made in 1934, of 83,000

-out of the 240,000 collective farms, the guantity -
of grain products-received in payment for work per-
Tormed -increased from 5.5 centners per collective
farm household in 1932 to 10.9 centners in 1934,
-i.e., a two-fold growth. By the end of 1936 all
collective farm households will have been provided
with eows. The collective farmer has no worriles
about the purchase of seed, means of production or
tractive power., The ‘collective farm secures all.
this for him. ' The farmer in the U.S.S.R. has no
rent to pay for his land, At the present time &
special deed is issued by the State to each col-
lective farm, transferrlng the use of its land to
it in perpetulty.

Analysis of State Budgets.

The Government Income and Expenditures.-—These
‘items as shown in the published annual state budgets

of the Soviet Union probably afford the most accurate

',baSis

O - - - i i .

* Mr. HEnderson, First Secretary of Embassy, sug-
gests very pertinently that the statement that salaries
hawe increased from 1, 427 rubles in 1932 tc 2, 37

i

_ most of the necesslties of life were sold to th
a8t extremely low prices through rationing.
_early part of 1935 they have been compelled to
of the merchandise needed by them at State" ~
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basis for an analysis of what'the Soviet Union_hae
done with its opportunities and from what source it
has drawn its strength., The outstandﬁg fact is that
from 40% to 48% of the total Government receipts come
from agriculture and but for the power and ability of
the Govdrnment to take a direct toll "in kind" frem
fhe producers of agricultural products it is doubtful
whether the regime could exist. . It is certainly clear
that the huge industrial program ceuld not have been
prOjected but for the wealth taken from‘ééricuiture.
The irony of this lies in the faef that the original
Bolshevik philosophers were constantly regretting that
the great eommunist experiment was firyt to be projected,
not in an industrial, but in en agiiculturel state.

The following table distloses. the actual revenues
received for the years 1nd1cated and the percentages
thereof derived from agricultural and industrial sources,

respectively:

Agriculture Industry

1924 1,400,000, 000

1928-9  8,116,100,000

1934  50,759,600,000 (no breakdown in figures).

1935  65,702,000,000 72% - 14%
1936  78,715,028,000 54%  15.6%
1937  98,069,500,000 50% - 17%
The remarkable transition from é more er‘leSS
' gnarchlc and - chaotlc condltlon of affairs whlch economical‘
threatened the existence of the state in the early :
and the conditions which were the results of the Stal

‘plan of 1927 becomes apparent from a study (o)




figures.

Tt will be noted that the increase in revenues in
fifteen years was approximately fifty fdld'and the in~"
crease for the last ten years was from eight 5illioh%tbf 
ninety-eight billion, or twelve fold.

The following table shows how these Gofernmentkref.
celpts were disbursed and aﬁpértioned as:betWeeh tﬁe
"national économy" (so-called}, the social and-culturai

measures, and military and naval defense.

National Economy. Social and Cul- . War Prepara-
tural Measures. tlons.

(000 omitted.)

1928-9 4,112,100 50% 1,495,516\\ 16% Not available

1934 33,383,364 65% 3,240,900 6.4%‘,r1;665,ooo* 53:5% -
1935 55,104,700 55% 4,783,500 7.6% 6,500,000 lo-%%:"
©1936 - 37,583,501 48% 13;019;940 16.5% - 14;815;500 . 18.8% 
1937 37,256,917 38% 26,604,552 27% 22,431,030 ezg |
* hActually spent 5,000,000, | | 0
It will be noted that in 1928-9 50% of the totaiz
revenues were absorbed in "National Economy". By‘1934:\
these expenditures had increased to 33,383,364,000, gﬁa |
by 1937 had reached 37,256,917,000, In thig wore in-
cluded the enormous expenditures in capital beﬁterment;
iﬁdustrial_plants, road building, and éo forth, él% in
the nature of Tixed assets, as well as Governmeht ¢pefat-

ing expense. e ' .

. Remarkable Increase in Expenditures on Arﬁambﬁtfféf
Coincident with the rise to power of Hitlefé it71§‘i

‘teresting,to.note,thaf-from 1954}7fihe pefcentaga Q




total revenues of the Government embloyea Tor war purposes
grew from 3.3% in 1934 to 22% in 1937. The botelex-
penditures in 1937 reached 22,431,030,000 rubles, which
at the official rate of exchange would be approyimefely
4 800 000,000 and at the current bootleg rate of the
ruble it would be $2,200,000, OOO At the probable actual
gold value it would be probably one-half that.

Coincident Increase of’Ek@endifures for Sociael and

‘Cultural Jelfare,--No less interesting is the fact that

concurrent w1th thls extreordlnerv 1ncrease in- military

éxpenditure, the outlay for so-called social and cultural

purposes kept pace and exceeded it.\\in 1928 the total
0

outia& for this purpose was 1,495,50 ,OOO'fublee (6.4%),
" whereas in 1937 it was 26, 604 552,000 rublec {274 of’the
total). . Expenditures for social and cultural welfare
conerra broad variety of activities--education, kin der-
gartens, ereches,_hospitals, social insurance, housing,
drama, cinema, redio,.propagende,'books,”nenspapers,

et cetera. The significance of these Eiguree is not in
their abolute quality but rather in their classifiea—
tion and point of view. In, spite of war necessities;u

the Government has constantly increased its outlay for

these activities.

IiI. WHAT ARE THE EIEMENTS OF WEAKKESS INHEQEET
I THIS SITUATION?

Among the obvious Weeknesses,;some aregthe‘fOliéw-
ingi
Size.-—Natlonal eolidarlty flnds a constant thre

by reason of wide differences in character'an
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conditions in large sections of the U.S.8.R. Differ-
ences in conditions induce different needs, whieh, in

many cases, induce conflicts of interest. It is a con~'

tinuing anti-centrifugal force.; i

Racial Differences, - Language, Traditions, Aspirations.-—
There are Slavs, Finno-Ugrians;.Tgrco—TatarsJ Taphetic” | ‘
peoples, Jews, Germans, Tadjiks, and Mongols; all with
different racial instincts, habits of thought,.religion{‘
and concepts of government. Thé;é differences, particu-
larly in religion, induce seeds of dissen;ion and dis-
unity.* h |

Character of Government Itself.--Based on the idea

of a selfless soclety, ‘the State here igéconstantly‘threa—

tened Wlth the fact that it cannot destroy the instincts
of human nature toward self-interest. These are imbedded

in the glandular nervous ang phy51cal organlsms of mén‘
and are the resultant of the atavistic forces of

turies. TIf these instincts cannot be eradicated i

generation or two,.this experiment must fail.

Bureaucratie—fnefficiency.~-The very enormity of

the task which this Government has undertaken, necessi-

“tatesa tremendous bureaucracy that in itself is a threat.-

The size and extensive character of the tasks arefgbn—m

- stantly threatening to break down the administration.
| | | The

B Colonel Faymonville p01nts out that the Soviet

- Government has frankly recognized the ex1stence of the
minor nationalities and has even gone to great lengths to
foster national cultures. It is believed that the specilal
needs of each racial group are récognized to a greater ex
tent than formerly. At the same tlme, transport ana other
means of communication between regions have be

~.and the opportunities for exchange of goods hav, been
proved in order that these special needs and r

mey be met. It therefore seems probable that the

of interest among minor natiohalities are

 formerly and less likely than former'J

"dlsruptlon of the central pcwer.;' ‘
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The problem of = ccounting, alone as to the thousands
of retail stotes (necessary to protéct honesty and
efficlency) is illustrative. It is a staggefing pro -
ject.

Conflict Inherent Between Agricultural and Tndistrial

Workers.--This conflict is a constant source of possible
irritation and is pregnant with far-reaching political
conseguence . Particularly is this true where one class

has been so continuously exploited for the benefit o the

_other.

Russian Character and Habits.--The native inertia

and fatalistle quality -of the Ruseian\tipe is a constant

‘M"drag".. Avos (perhaps), Niebos (it doein't matter), and
‘Nichevo (never mind) are proverbial in Ruseie{

The Possible Inaptitude of Agrarian Peoples for

Mechanical-Industrial Work, Which Threatens Posslble

Breakdown of Induetry Under Pressure.--The labor turnover
in some indusfries rises as high as 125% a year.

Difficulties of Arbitrarily Fixing Just Wages.--

Indications already appear that certain grougs of Stakhan—
OVites compkin that because of arbitrary class1flcation

their rates of wage are not in line with other_claSSes;

Counter-Revolution--Menace of Military Coup d'Etat.--

There is always the possibility of the rise of e
"Napoleon™ 1n the Army, who might- prOJect a palace revo—
lution end selze power. '

’ The treason trials and recent e#eoutions andfpurges;
ell indieate?the weakness inherent~hereioecensefofthei
eonfllctlng ambitions inherent in human nature,~;Thi_

revolution 1s “devouring its own children"
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of the clear appreciation of this danger and the de-
liberate determination of the original Bolshevik leadere
not to "start" shooting each other, and in spite of the
formal declaration of Stalin himself to that effeet‘iﬁr
1926, the killing of politlcal offenders began in 1934
and has nrogressed with horrlfylng speed.

The Terror--Purge.-~-To a democratlc mlnd it appears

to be inevitable that the tyraniy over life and liberty
_eiercised by the Secret Police, who reach down into all
classes of society, and whisk men away»from family and

friends without any protection.against possible injustice,

must overthrow any regime, in the looé\run.
o

- Revolt of Youth.--As time goes with betterment in

living.eonditions, and growing distinctions in clasa,hqd.
,privileges, youth will probably revolt egainst these ecf
tuaiities'which are confrary to what they had been ied
to believe communism would induce; and this may ira -
ically result in radical youth~espousiog in revolt,fhev
conservatlve politlcal doctrlne of 1nd1v1duallsm and B

capltalistic opportunlty

Dlslocatlon of’ Agrlcultural Labor.—-Through mechanlzed

agriculture, a large number of agrlcultural workers will
be displaced by'machines, and wiil be thrown into,the
~already OVer~éopulous industrial centers. ;Whaﬁ is o be
done with themQ o | :

Dangers_ln01dent to a General European Jar.evThis

Would undoubtedly 1nvolve the Soviet Unlon. A long-drawn
out war would provide fertile SOll for revolutionary'ac

"rt1V1ties along the conventlonal line of revoluticnary

jtechnique.~ Thls is a.real threat.nfr'




The Menace of Possible Hitler Fascist Attack.-»Thie»t
~menace very obviously Is constantly in.the forefrontwon‘
the minds of this Government. Hitler's'plaﬁ aerutlihed;
"Mein Kempf™, and subsequently elaborated upon in his
Nuremberg speech, in which the graln fields of the Ukraine
were sp801flcelly mentlioned, the "Drang nach Osten”, all
point to this possibility. | | |

The Menace from the East, -Japen.--The Governimet

here is equally conscious of the poss1b111ty of Japanese
agegression. They are_v1 ilantly active in preparation
in anticijation of such an eventuality. Recently there‘
apeear indications that as the hostllltles in China
drag out, the attitude of the Governg\gt here indicates
a "hardenlng“ tendency toward Japan.

Latent Hostility of Adjacent States.-—Upon economlc,

religious,-and-politlcal grounds, in all countries ad-
jacent to the Seviet Union there is great fear of penetra-

tion and extension of the Soviet system into their terri-
tories. This accounts for the imnate hostility thet 1s

general and guite obvious.

'tOne~Man Rule.>~-Thls system of gevernment always

contains w1th1n itself great danger.

Tyranny--Oppre351en.—-In any advancing 1ntellectual

N

experience and education, the Ilnnmate dignity of~maqhood

must give rise to constant resentments against oppression.

No'ﬁhysical betterment of living standardsﬂcoulﬁipossiblyt*‘
_compensate for the utter destruction of'the‘iiberty]off

$hought and speech, and the sanctity of the indiv

" Lack of Religion;;—ﬁvery'effort‘is beihg‘ma‘ejt

- éﬁbétitutefwcrship7of:aiman.Qrfmen¢for the
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God. It is one of the greatest weaknesses of this

situation.

Mistrust Among ILeaders Themselves.——The philosophy

of communism justifies all acts if done in its name./

There are no considerations of honor or loyalty which

control as agalnst duty to the Party. The 'result is

that there cen be no confidence or faith between these
men, in leadership. No man can.trust another. It-is

afserious and basic weakness and a'constant threat to'
existing government.

iv. WHAT ARE THE POLITICAL, STRENGTHS OF T IS
GOVERNMENT?

The -Communist Party and the Governhent . --The

ébyernment in fact consists of a very small'groupyof.'
men, who control the Communist Party. fhe'Governmalt~

is no mare ‘than the agent of the Communist Party, and
tekes orders from it. Realistically,. the Goyeroment

is in faot one men--Stelin the "strong" man, who suryived
the contest) completely dlsposed of all competitors, and
is completely dominant. He appears to- be the type of
"gasy Boss", quiet,'self-effacing, but neverthsless_the”.
real.poyer.v The Government 1s a dlctatorship not nor

tﬁe proletariat”, as professed but "over the proletariat"
It is completely dominated by one man.

Resolute Character of Party Leadershig.——The

Communlst Party is governed by a Central Commimee of

tors. It runs the Party and the Governmsnt

"ganlzatlons do the Will of Stalln
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-no Yoppositionm. If it makes 1ts appearance it-is

___,..___ ———

promptly "liquidated" The old theorists and,mentalﬂk”
men-g

type of 0ld Bolshevik have practically disappeared.

They have either died a natural death, or have been 1m=

'prisoned, exiled, or shot. The survivors,-now in con-
trol, are of the type of "hard;noiled‘doefs",of the
Revolution; such as the Soviet Robin Hood‘(Stéiin), whol
Tobbed banks to finance the Revolution; and the top
sergeants (Voroshiiov, Budenny), who battled their Way
up from the bottom; or aggressive and abie‘men of the
younger generation (Mﬁkoyan, Ezhov). The only notable
exceptions‘are Kalinin, the Presiden}; Molotov, tne
Premier; and Litvinov, the Foreign Minister.

The power resides in Stalin, Voroshilov (Army); 

Ezhov (Secret Police), Kaganoviech (the trouble shooter

who built the MoscOw subway and reorgenized the railroads),

and“Mikoyan (Food). The last treason trial disposed of

- Bukharin, Rykeov, and Grinko, who were of the old "Right"

.

opposition. It and the previous trial disposed of

Rosengolts, Krestinski, Pyatakov, Serebryskov, Sokolni-

Xov, and Radek,

of the so—oailed old "Left™ opposition.-

The first treason trial disposed of Zinoviev and-

Tomski committed suicide. What of the old

Kamenev.
leadership remained after these executions, natural-

deaths and suicides have practically liquldated

mechnloue orf Dictatorsh;g,——The,strength of the

Government is in fact determined by _ the strength of
thlsygroup of leaders. Constltutlonal protections to
= thewindividuai or to’liberty, in the face of any neces-

1ty that confronts these men ate swept aside.
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E ’ L ':i .
men (the Kremlin) completely dominate and control the

bureaucracy. They are, presumably, c¢ontrolled by a

mixture of motives. Generally, however, they are‘credited<:*
with a sincere and fanatical devotion to the communist

ideal, as well as with a natural purpose to protect

themselves., They belileve that to be weak' and not resolute»:
1s to betray "thé great project™ which they are seeklng
to promote for the benefit dfhménkind. They.find Justi-
ficatién for their conduct in the féct’phat ultimetely
they will be justified by the "historical trend". As

Stalin is reputed to have said, they will not hesitate

to kill men %as long as it 1s necessary for the cause.
While idealistically devoted to the elevation of the -

proletariat they are realists of a pure type and d)'th

hesitate to put every man in jail, if need bhere be, to.

maké men out of hand, even their

free; or to shoot,

friends, if they run counter to their particular brand

of communism.

Their private lives are reputedly clean. It is

generally admitted that there is no graft in high places.

.

Their habits are relatively simple. They live well—in-

the Kremlin and have their dachas (cpﬁntry houses), tqf

gether with their automobiles and all comforts. They

aré careful however, to avoid ostentation. The salary
of a Commissar is reported to be not in excess of 900

£

rubles per month, but as everytnlng is provided by the

State they do not need money.
They glve indicatlon of being indefatigable _an

veryﬁhardyworkers.‘ PractlcallY,all,éf,tgem‘of mi

G SR



age, including Stalin, are reputed to be suffering from

"tired" hearts. Those that¢I have met, have impressed-

me personally, as able; etrongﬂggf, characterizged by per-
sonality, energy, and ability as'natural leaders. Stalin's

entire career indicates an orienfel patience and elowness
In action, combined with a capacity for speedy and ruthe
less striking_when hecessery. -He hits firét. ‘Had'the
General , Tukhechevski, been ofla-borsican kKidney last

Mey, the situation here today might have been entirely

different. _ o . -

Indications of Penic of Lest Summer . - ~As late as
April 1957 generally speaking, no guestien‘would have
been ralsed by any member of the Dlpl\\etiC'Corps here
as to the 1mmed1ate strength and polltlcal permanency

of the Stalin regime. DBoth at home and abroad the SOVlet

Union was at the height of its good_repﬁte, probablyrlast
spring (1937). Then occurred the developments of the
treason trisls and the executions of political leaders

: 3 ) ‘ ~ (finding theéir origin ie the Kirov assassination of';934);
. the court mer;ials and executions'of the eleven leadiﬁg,e
Army generals in July, the terrifc "Purge and Terror®"
that proceeded throughout the summer and;resulte&eiﬁ:%hef

l1iguidation of thousands of Soviet citizene; ineluding~ﬁ

both the high end the low in the Communist Party, and

also those occupying high places throughout the Various'.v”

republics of the Union. The POSSlbliltY of the exx;tence‘“‘

of either treason in the Army, or a Widespread conspiraey
in: the country, gave rlse to doubts as. to the strengthn
‘fof the regime. There were and are many indicgtion of

condltlon borderlng on "Panrc" in Governmen'
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The last treason trial (Bukharin), just finished, with |

itswpizegqe“confessions, explaihed (as many of the Diplo-
matic Corps have stated to me ) these perplexing happen~ .
ings of last summér. Pieced togefher, the story elicited

in these political treason trials was briefly; that be-

ginning in 1929 the opposition to the Sfalin regime (eﬁA
tirely lawful then) had hardened amongﬁany of the_leadefe
of the 014 Bolsheviks, who were nigh bofh in the couneile
of the Party and the Governmedp; that"wifh the march of
events they became more and more'antagonistic‘end deeply
fimﬁefsed in opposition. Unable to save their life ideals
of govefnment throdgh anf constitu;}egel chanﬁels~ef_open
polifical diseussion or action, they had gradually drifted
into an unlawful and treaeeneble status, from whieh, |
perforce, they deliberately embarked upon<x'becéme com- -
mitted to'loa;eﬁplans, of revolt, involving force, aseassi-d
nation and a palece coup d'éﬁat; that by the autumg off |
1936, plans had actually been formulated for'an-imﬁediade
attempt by Tukhachevski and the Army to project a Kreﬁiig,:
revolution, to assassinate the ﬁresent leaders of the::i H
Gof@fnmeﬁt, the overthrow of the present‘fegime~enﬁISeizpre 6fﬂ'
‘power' that'this was scheduled for'Méy 1957; that the .
pr1nc1pal leaders were arrested early in the year and

confessed shortly thereafter; that Stalin and hls asso~

ciates believed these facts to be true and with speed

aﬁd ruthlessnessfhit first couft martieled and shoth*

_these leaders in the ﬁrmy, and progected the violent

vpurge™ of last summer, reachlng not only among the

eleaders but rank and file of the Communlsd




The "Ins" Com@letely Rout the touts™. ~-I sat through

two of these trials and listened to the testlmony. From‘
discussion with other members of the Diplomatic Corps at

the time and since, I find thet despite the horrifying

manner under Wthﬂ the testimony was ellclted that the
rdtlonallzatlon of the explanatlons of Bukharln Rykov,
Sokolnikov and others, and many_other indications of
verisimilitude ahd corroboratiooe.oreated a.reluctant
but general belief that there undoubtedly had existed

a very wide hostllity umong the many leaders of the 01ld

Bolshev1ks toward the Stelin Government and that there

" had actually developed a more or less loose form of con-
ﬁ iracy and actual plot to overthrow the Government that

failure was lergelv the result of lack of resolute and

o ' bold leadership.

- Presenthstrength of Stalin Government.--There is

no doubt but whet‘there is much'diecontent and antagonism

toward the Government among the intelligentsie-of.the

country and even in the Com.unlst Party, Whlch has been

A11 such,opposition,

“the chief victim of the last purge.

however, is uhdogbtedly thoroughly cowed and under com-

The horrors of the "Terror" everyone here

plete control.

feels. There are indications of it on all sides. It

should be borne in mind, however, thut thefnumber affected

is relatively a very small part'of

while actually large,

-The Communlst Party does not exceed

“the total population[

“three mllllon in number. The Party itself durlng thls

',Purge has been completely reorganlzed and remanned by'

fresh blood and young men—-alltstalln men.log



masses generally, it is generally considergd‘thaf they
are more or less indifferent to this characteristic‘
Russian4phenoménqn and in some instances are even in
.accord with the liguidation of theirwtormshtors, the&

"Bureaucrats" and the '"wreckers" and "traitors™ who

have threatened the existence of their belbved‘Soviet

Union. It should also be bornme in mind that the public
is being constantly inocculated by propaganda. The

bale of hay--the hbpe of bettefment of living conditions--
is constantly belng held 1n front of the youth of the
qountry./ And there are“some_visible~indications of pro-
gress, which are constantly being pointéd out and en-
larged upon. Cbﬁstantly there is being péinted out to
them what 3talin the.great buildef is doing'for the

Soviet Union. AThe enor mous pub%ic.works,'housing,_in;,
dustrial plants, roads, all of whieh are being prdjected  .”A
on a Mten-league canvas with the brush of camel's hair",
are tremendously impressive, and give supp or+ to the
propagﬁnda. ’ ‘ o - #’

Army Loyalty.--The strength of the Stalin regime

depends upon the degree to which it may rely on the ';.
Army and‘the Secret Police. 4is tne-31tuétlon has 31mnered
down during the iast’several montis, prevailing opinion
iﬁ-the Diploﬁatic Gorps'grows'stronger,that ‘the Army

is loyal to Stalin--at least that he has it well in’

hand. 'Voroshilov, Marsheal of the “rmJ, and Stalln are
',old "buddles" of the same type,_and apparently are very
\close. In addition thereto,'the Secret Police an

" mous mllltary organlzatlon;wlth both soldiery and

clothes-men, that reach down 1nto all c‘as
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is actually an arm of Stalin's. It is completely wthin
khis control. His personal friend and appointee, Ezhov,

has been-diligently "cleaning and sweeping up"” all anti-
Stalin influences in the old Gaypaxoolorganization. Army' 
and Secret Police serve as a check each on the other and

1

vie with each other in loyalty to the Party and to Stalin.

A11 propaganda agenciles are controlled’by‘stalin.

-The newspapers, radio, cinema,7téaéhing in the schools,
in" the Party cadres or centéis and in the Army 1tself
are constantly 1mpregnat1ng the public w1th the rdLigion

of communism, with the meﬁace 6f—foreign invasion, with

devotion to Russian nationalism, and Wi§€ the hope of

bettermeﬁt in living condifions. The.arch protector of
the masses "Father Stalin® is being constantly extolleé:
Communism has been drilled(into all from childhood as a
religiﬁn. i

Under these conditions, it is not regarded as prob-
able that there is any immediaté possibilitylof the Gov-
ernment being overthrown. |

Bérring the_coingcidence of two accidents (for Such,
under present conditions, theyywould have to be)J g&ywit;

the assassination of Stalin and with it a concerted armed

revolt and a Kremlin couQ_dfétat, this regime Wouli‘arpear.f

t0 Dbe éntreﬁched in power for some time.

L ~Were a successful revolutlon to overthrow the present
‘regime, even though the successor were to be a milltary
.dlctatorshlp, the prevalllng oplnlon here is that ther

’,would Still pers1st a type of socialist gcvernmsnt ana

L
;state capltalism.




V. WHAT IS THE MILITARY STRENGTH QF THE SOVInT
UNION? - . . .

Dangers from Without.--As to the ability of the

Red Army, under present conditions,,to‘prSVQnt invasion
of its;bbrders by hostile nelighbors, or to withstand a
loﬁg war, there 1ls some dougt,,but it is éenerally be-
lieved here that it would be very difficuit and possibly
Impossible for Japan, or Gerﬁénf, or both} to "cilqher"
the U.S.S.R. | , L

Among the leaders of the Government and I mve

personally talked to some of them, there is absolute

confidence that their Army is loyal\égs would be able

to protect their borders from either Japan or Gemany,

or even under conditions of simultaneous attack.

~ The Regular Army.~-The strengph of the Red Army is
approximatély 1,300,000 men. ‘In addition thereto the
Secret Police (N.K.V.D.) has a military armed force of
" approximately 200,000 ﬁore. In comparison‘therew;thfif
is inferesting to note the numerical strengths of Gér—
many, whieh is reputed to be 600,000;‘Italy 528, dOO;
Jepan 248,000; Poland 284,000; and Rumania,266 000

Annual Call to the Colors.——Each year approxlmately

1,500,000 youth are calle@,‘of which 500,000-are'requlred~
for actlve service.

Accumulated Reserves Available h-It is estimated

that OL the accumulated reserves of the past yearskthere
are avallabla approximately five million tralned msn<t
’ £il1 resenve divisions, and that for subsequent dr
cvthare is available an addltional reservoi” o

matély six million making a total pcol‘o‘




fifteen million males physically fit for military ser-

s

vice.

Mechanized Units-—Tanks.——In tanﬁjequipment'and
mechanized units the Red Army compares favorably with
neéighboring states. It is esiimated‘thaflthere are
available for immediate use apﬁroximately-é,OOO tanks.

HIt should also»be borne in mind -that the huge aéricul-
tural tractor manufacturlng plants are readlly adaptable

for the manufacture of tanks in-ilarge quantities. It

is reported ‘that these plants have already been par-

tially converted for such use. As eaiiy as a year ago,
P

on the*occasion’of the inspection trip‘\I then made, we
werelnot pernitted to see the foundry sections of many
of these plants, and it was then generally thought the
reason therefof was that they_were\being used for war

-purpeses at that time.

The Air Force.—-The air force of theiﬁed,Arm? is
'considered'generally superior in numbers to that of any
of the Great Powers. It is estimated that the total

number of planes in the Red Army is 4,500. The pur-

/
suit planes are generally considered to be very good.

The heavy bombers are second rate and very slow. It

is generally accepted that forelgn planes are known to’
be superlor to the best types avallable. here. I was
adv1sed by the French Ambassador that the: Sov1et Unlon
is presently equipped to produce 4,800 planes a year.‘
The Ru551ans are air mlnded and considered tO‘be ex el

“lent fliers._
Character of foicer Class.—-The ok
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considered to Be of an excellent qﬁality among the
Junior commanders and to be fair in capacity so far .
as higher command is concerned. They are generally
younger men. It is generally considered here that the
liquidation of the older and e%ﬁerienoed generals hasr
weakened the “Army very~materialiy. [Personally, T agreef
with_’our Military Attaché, Colonel Faymonville, that
while this is measurably true, it is much exagberated
Generally‘speaklng, the Army - is equioped wlth good

hand arms, fair airplenes, and excellent tanks. The

_artillery.isgfair and is being rapidlygimproVed;

The defeosive position of the Soviet Union is in-
herentiy strong. The Army is being eonstantly indoetri-
'nated Wlth the rellglon of communlsm. It is probabie =
that the Soviet Union could defen51vely malntain its
entity against any combination of two-hostile powers.
If‘confrOnted by a hosti;e'alliance of more than two
Such jowers, some~territory of the chiet ﬁnion ﬁight
be occupled, but it is probable that the present mill—
tary forces would" prevent de01s1ve defeat and it isiun-
likely that permanent gains would accrue to the invading"
armies.k The Russian winter defeated Napoleon. (See
report of Colonel Faymonv1lle attached hereto. ) |

The general oplnlon is that the Red Army is loyal

to the Communist Party and, therefore, to Stalln.

YI. WHAT ARE THE POSSIBEE SIGNIFICANCES OF THE‘
U.S.8:R. - IN WORLD. RELATIONS? . ‘

The future 51gn1ficance of Russ1an ‘man po'er ant

resources and wealth as a factor 1n world condi
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~obvious from the foregoing facts. ‘Barring wat,athe
future holds possibilities of the continued existsnce
of this regime Intact for a considerable time. -Baseu:
upon the industrial and economigc progress‘of.the past
eight years. and the accretion of wealth during that |
period, as is ev1denced by the fact that the U.S. S R.
has hed an actual favorable balance of trade for the
past two yeats an enormous inerease in préduction of
gold, and, many other phy31cal 1nd1cations it is p:obé
able, and_it is generally believed here that‘the wealth
and economic power of this situation\w%ll continue to
increase. The natural wealth is- enofmous. The tech-
nical equipment is excellent Labor and administrative
cost are low and in comparison'with‘the capital invest;
ments are telatively negligible. There are no capital
charges on investment. |
Again in the development'of_water power, where

. already the production is_second in the world, still
greater capital investments are.being planned: e
ag:icultural wealth of the Ecuntﬁ%is‘reproducing‘.tself

_each year and is also being increased.

There are great inefficiencies and wastes thateare'

necessarily incident to bureaucratic administration;‘
Nevertheless, the resources are so greatb; that 1t 1s
probable that the net result will be still further large
additions‘to national wealth and economic,p0wer.l;Such"
a'condition will,inev1tably have repercussions and far-
reaching effects upon both world economy an ‘uPO‘

_politics.} The effect,which’the threaten‘dzs
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of two hundred million dollars 1n gold into the London
mgrkets last May had upon tlhie exchanges of New Yoﬁk and
London is 1llustrative.*
There: 1s still another factor in the situation.

The men power here is comparatively that of a fresh,

8

- young race. ‘The Russian country youth for the first
time in hlstory are afforded 0poortun1t1es for ‘education.
and technical equipment, and they see the opportunity
that for the first time gives them "escapeﬂ~irom the
restrictions of the peasant caste. In the city Of;Dniee
perpetfovsk (populetionAGOO,OOO) there is a university
in waich it is alleged 25,000 studens attend. The '
countr& boy has come to town and is "on his Way" k l‘
was deeply 1mpressed by the earnestness, ablllty, and
balance of the men (all young) wh 0 -ere in charge of
these huge 1ndustrial plants which I v1s1ted This

large class of youthful population are fired by the

opportunities which open upﬁnew ViStasvto them through

the application of sclence and industry -to. the great

natural wealth of their country. It is guite reasoneble~

x ThlS gold situation is illustrative of the po—
tential significance of this situation. Gold as a stable
measure of value as a medium of exchange has as. one of
its chief supports. for long-range stabllity the fact
‘that under the operation of the law of supply and de-
mand, the production of gold has responded to the law
of supoly and demand, dependent upon the cost of produe-
tion. The supply of gold has adjusted itself to changing
conditions dependent upon costs. When gold prices are

“high, high-cost producing mines come into. production. Whe
the: prlce goes down automatically they go out of produ
tion. Thus do costs, and thé law of supply and deman
adgust the gold supply to world commodities and co

A new factor in this established ‘equation is possi

_any part of the world prbduces gold without labo

_in money or without regard to costs of prod

factor is of far-reaching significance.
exists here.
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fo assume that regardless of who might be at the twp

of this Government this force will not be denied. They

have tasted the fruits. With its natural mineral and :
- agricuiturgl wealth, tremendous actual and pofential~
water power, cheap inland water transportatlon low labor‘
costs, and the appreciation of the posslbiilties of the
application of science and'ﬁachinery to natural resources,

this situvation appears to me to be analogous to that

_Immihence of rapid development, which confronted the

United States seventy years ago.
£; It will probably be & number of years before thls

production will affect world markets. All that can be

produced, for a time, will be requlred for local con-.

sumption, which, as Presldent Kalinin stated to mne, was

enormous and like a "“consuming fire". If, however, this
regime, or a similar successor persists for some time, the

world will have to reckon not only with the potentiali-.

ties, but the actualities of a very substantial faofor~

in the world economy. . Its repercussions on economic

[N

and politicai developments in Burope and 1in\ the worlg-

will be far-reaching.

A possible alternative,

that the future'affords;
isfthat this territory'might be‘subdivided‘oy intefn&l‘yﬁt
revolutlon 1nto several large independent autonomous ‘
subdivisions. Slmllarlty of interests’ would group them

—naturally into Whlte Russia (Nestern Russia), the Ukraine,

the Orlental Gaucasus, Mongolia the Eastern Province
- and Siberia.
' Under these conditions 1t is interestlng

that the R S F S R. comprises that sectlon
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Russia from Finland to the Caspln and Black Seas, ex-
cluding the Ukreine, and is said to contain 50%:oflthe‘;
population and 80% of its territory. It has been Said
that a line drawn from Leningred to the Caspian Seé
would bound on the east that Sectiqn of Russia that con-
tains 80% of the agricultural produc%ivity,’vo% of the
pop latlon and a very large part of ifs water power
coal steel, and other basic resources. Were this sec-
tion to be cut in two, nevertheless the poténtialities,-
eqonomiqall& and politically, under the promisé pf‘con;
tinuved development would be very substantial, and'wouid
materially affect both European and #éh&d éonditials.

A third elternative that the future affords might
be:the possible but remote contingeney of conquest bj;
or ﬁnion bf, Germeny and Ruésia. It need scarcely be”
pointed.out that if German scientific and industrial
methods and German managerial capacity and'discigline
_yére epplied to the-resburces of man power and wealth

here the effects upon Europe and the world would be

N

very great _

~

‘It is probable that it 1s,‘1n part, ecauséﬂof‘
‘_these consideratlons that the great Western European
powers, as well as other nations, malntain dlplomatlc
fepresentatlon here; and some of them in the face‘of r
well-nigh intolerable cohditions. B |

-

'VII. WHAT ARE THE POSSIBEE SIGNIFICANCES OF
THE U.S.S«R.

The traditlonal relatlonship between 1

States ana the Ru331an people has been on  of frie
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and good will. Catherine the Great.refused the imporee .

~tunities of George the Third to loan or hire her troops

for use against the American colonies. Past historicél‘

events*and other considerations acceunt for the fget
that there 1s undoubtedly great friendllness on the part
of the\Ru531an people toward the United States.
4s stated in a previcus despatch, the authorities

of this Government have gone so far as to expressly

state to me, -that their Government would do more to
accommodate the United States than it would do for any

They have given'recentlyv

other capitalistic country.

some proof of this attitude (notably in the Hrimkevich -)

"

and Rubens cases).

Ae for ourselves--this system is a tyranny, c¢lothed
in horror. While a dictatorship of the most ruthless

and cruel type exists here, it appears to differ from a

fascist dictatorship, at least in one respect. Dicta-
torship over the proleteriat is not the objective or

as is thé case with

end this system professes to seek,

fascist ideology. The fact of dlctau rshig is apologlzed

~ for here. It is justified on the grou that 1t is a -

reeo}ted to only to proteet-the,

reallstlc expedient

masses of the people, until they can themselves rule un&er7

a system where ideologically the 1nd1vidnal and not the

state shall be supreme. Moreover, there is no doubt of

ffhe present‘eincerity of this fegime’ineite‘deSireetbk
malntaln Peace.
con51dered objectlvely, and without regard tovide

\'ological'confllcts,,there are certain:fac~s,y”.c
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affect the United States.

- The resources of Russia, strategic and necessary

in time of war, complement and supply the lack of those

existing in the United States.

There are no conflicts of physical interests be-
tween the United Statés and the U.S.S.R. There is nothing
that either has which is desired by or could be taken
by the other. Vol
The territory of the U.S.S.R. is contiguous to.

and lies to the westlend north of "Manchukuo" and horth
‘and east and west of Jepan. As stated heretofore, the
U.S.S.R. suppo?ts in this region a‘éb?plete and self-
sufficient army, variously estimated at from 350,000 to
450,000 men.- This armed fofce is equipped with mgaérn
arﬁament, and-it is alleged that it has sufficieht-sup-
plies, independent of western Bussia for a two-year.ag-
. gressive campaign. It is reported to be the fixed policy

of this Government. to’bonstantly maintain in this region

two Soviet soldiers for every one Japanese soldier in

] ; "Manchukuo". (This was stated %o > by the fapanese :(f

Ambassador. )

- The Soviet Union is making greet efforts to-build
up its Navy.. It is now claimed that they have 40 sub-

marines in Pacific waters.

Vladivostek and the Eastern‘Provinees are;fheybhggsf:
~for a large number of Russian bombing pienee,a#d’pursuit
planes‘(pfobabiy 1,500), all wifhin’cfﬁisiﬁg;redips;eff‘
gJaﬁanese cities that are;lergely“built?ef wéddl

f‘COﬁSul Biake; ojiogr,séfvice;'a:givingf



Japan recently, advised that there is much discussion
among Japanese business men of -the denger afisingifrom"

Russian airplanes.

The London Times of April 8, 1933, under a Tokyo.;l

date line stated: '"To adduce Japan's refusal to'give

information on her naval building plans.as the reason
for the invocation of the esdiationkclause by Britaiﬁ,
the United States, and France was & 'mere transperent
trick," declarea Rear Admiral Node, spgkesman of the

Admiralty, in an interview with the foreign press this

morning. * * * Aidnmiral Noda, spesking as Admiralty

spokesman, then went on to complal ‘that the defense

line of the ﬁnited States Navy, which had hitherto con-

‘sisted of the American coasts and of the Panama Canal,

was now 'advancing' farther west in the Pacific.”

There is one situation, where a very serious issue

night develop.

That is the possible intrusion of the
U.S.5.R. through the .Comintern into the local affairs
of the United States. Tortunately that has been ma-

eurably'eliminated by the agreement entered, into beﬁﬁeen"

\ - 3

’ President Roosevelt'and Commie;;;\iftvinov in 195%._Ap—~

parently there is very little activity on the part of

the Comintern. The' Frencn Ambassador here has stated;

to me that in his opinion. the Stalin'Government is‘deér
sirous of lessenlng contacts with world revolutlonary

forces and would reduce its 1nterest in the Cominﬁern,7

but for the fact that the Government here desires'b

use the Comlntern as an adJunctof mllitary defense i

':caseeof waryWith aggressor;steteSg ;ReCent“deve



however, make it clear that the Comintern will not be
ebandoned. Along with the Red Army and Secret Policé,

the "Workers of the World" are held up as the defendefsi

of Russia against fascist attack..
A common ground between the United States and the
U.S.S.R., and one that will obtain for a long period‘of*
~time, in my oplinion, lies in the fact that both are sin-.
cere advocateéréf World Peace.
i;7 In my opinion, there 1s no danger from communism

‘

here, so fér as the United States is concerned. To

“ %%%itain its existeﬁcé, this Governﬁent kas to apply
capitalistic prineiples. Otherwisesit will fail and
be oferthroﬁﬁ: That will not be permitted by the men
presently in power, if they can avoidvit; I expect. to
see this Govérnment, while proféssing'devotion to Com-~
muﬁism, move coustantly morevto fhe Right, in practice;
just as 1t has for the past eight yeérs, If it maintains
itself, it may evolve. into a'typé of Fabién socialism,.‘
with large industfy in the hends of the State, with,

however, the agrlcultural and smaller businesses and

traders Working under capitaiggkitj property, ,and'profit

prineiples.

SUMMARY .

I. :
The extent of terrltory, the . natural wealth—-
agricultural ‘mineral, water power fisherles, natural

ways, and man powsr. of tﬁe U S. S.R.—upresent a situ&

'7f2/ pregnant with potentialities of tremendous




development and powef.

IT.

The Bolshevik regime floindered on the verge of
anarchy and chaos for ten years, buﬁ during the last
ten years under the Five-Year Plans a most extraordinary -

record of hydraulic, industrial, communlcatlon social,

educational and Army development is gquite apparent.
It is undoubtedly -due to the driving force of Stalin.

It has becn characterized by a marked departure from the

communistic prineiple in practice. The profit motive

N R had to be resorted to in order to make the system work.

N\,

N

The weaknesses 1n the system are many and apmrent.

III..

Communism will fail here. Human nature cennot be. changed

in two generations. The system is now a type of capi-

talistic state socialism. TIts continued existence and

development cannot be. forecast,

as tlere are too many

such as European war,.etc.

imponderables in the problem,

It is generally considered that if the present Government -

were overthrown from "within™ b} a militarj‘dictachShfp

or otherwise, a type of state socialism would still ob-
tain, due to the education of each succeedlng class of
chlldren durlng the last twenty years, all educated in =

the religion of their theories.

_ Iv. ’ | .
'The strenéth of the present:regime isﬁfoﬁndfﬁi fhe
resolute bold, ruthless,,and able leadership of Stalin
lHe has complete ccntrol of the Army, the,Sec:
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the newspapers, the radios, and the.schools.  Sta1in“
is fast becoming, along with Lehin, the "supérman",idéal

of the masses. For the present this regive is firmly

entrenched. There is alwavs, however, the threat that

. | .
hangs over dictatorships. Barring accident or assassina-

tion, coupled with a coup d'état, the present regime

will persist for some time..

‘ V.

The military strengfh ofmthe U;S.S.R. is:im;
pressive. vIn both qﬁality and ngmbers the mah.power
is extraordinary. The stanqing aNuy of appfoximately
1,560,000 men is divided into two self-contained units,
- one in the.west and one- in the Qrient--abbut 70% in the
west and 30% in the €ast. It is well equipped.with side
arms ana'well disciplined and tfa?ned to fanaficél de-
votion to communism. TIts mechanized uniﬁs'are very
good. The air force~pefsbﬁnel is exoellent——their.eﬁgipf
‘ment good in pufsuit planes, poor;in bombing equipméﬁf;'.
'Numerically the acir force is‘pfqpablykthéVstrongest of‘

Fi

the great powers. In ai 'é.uipment;lgeﬁéra}ly:S eéking;,ﬁ e

- probably are two or three years behind the'weSfefn‘ﬁafions,
The Government is supremely Cénfideﬁt-that it‘6Oﬁld;f
- Esuccessfuliy_resisﬁ simulfaneous attack by Japaﬂ'and ;
Germahy.’a‘ e .

’x

LTt would be exceedingly difficﬁlﬁ'to boﬁ@ﬁérﬁo"

>€fann.iilatej£hese forces, with their ally the

winter.

-
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and adequate supplies of high-grade petroleum products.

VI. —
The significance of this situation to Zurope and
the world is very great. Regard;?ss of what regime, or
what character of governument exists, the forces that
haée been set in motion,as apptled to this énofmous
natural wealth, will inevitabi&ndévelop an ecohonﬁb

factor of substantial gharacter that will meke its

influence felt in Burope and in world affairs.

ViI.
The significance to the United S;éteS'is guite
clear. If Japan should go berserk by any chance, the

fact that Russia 1s at her back door is of conseguence

to us.

The Soviet Union is mdre friehdly to the United
‘States than to any fareign power. That is quite clear.
If the U:.S.S. R. should be excluded from the pnoposed

Four Power Pact and become_ isolated (as 1t now seems to
be convinced it will ‘be), e is reason ‘1o bélieve]that,

-

it may continue to live unto ithelf and develop ‘indefi-

nitely. It may develop into a very potential thredt to

‘world economic and Political stability.

Gommunlsm holds no serious threat to the Unltei

States. Friendly relations 1n the future may be of

‘great general value.




