Texts: The Tsar's industrialization.
Film text: At the end of XIX century the Russian reformers have faced a difficult task. It was necessary to create an industrial base, in a short term, which would allow Russia to catch up with the group of advanced countries. It was a good times for Russian merchants, but they were not so powerful yet to move Russia towards new frontiers. The development of basic industries required a lot of money. They could only be drawn from abroad in the form of loans and investments. There was simply no other way to modernize the economy. 

Industrial growth in pre-revolutionary Russia is associated with the name of Sergei Witte. His economic philosophy, energy and contradictory nature have left their mark on the industrial development of the empire in an era of great reforms. Witte was under the influence of German economist Friedrich List, whose theory suggested taking into account national character of the economic systems. As a patriot, a lover of Russian identity, this idea was very close to Witte. He liked to say: "Creators of classical political economy have created a doctrine which should more correctly be called non-political and more of a cosmopolite economy". As a head of the Ministry of Finance, which played a key role at that time, Witte pursued a policy of protectionism of local industries. This policy got full support of the Emperor Alexander III. Witte introduced  barrage customs tariffs, which stimulated foreign investment. In order to work in the Russian market, foreign companies had to invest in Russia. Dmitri Mendeleev was charged with the work of development of the so-called "sensible tariff”. 

The famous scientist particularly admired this work in his life. He said: "Am I a chemist? I am a political-economist! What is the basis of chemistry comparing with  the "sensible tariff." Earlier, it was difficult for foreigners to work in Russia, because in order to open their own business, they had to obtain the emperor’s consent. The only exception was made for celebrities and skilled craftsmen. Witte abolished this practice. He untied the hands of the foreign businessmen. 

During Witte’s time the laws that protected foreign investment were enacted. The Russian government patronized foreign businessmen and sometimes even at the expense of local entrepreneurs. Complaints from the side of the later were quite numerous. 

There were only few restrictions. Foreigners were not allowed to mine in border areas. The rights of Chinese and Korean immigrants, who poured into the boundaries of the empire, were restricted. In some areas it was forbidden for foreigners to buy real estate. This policy led to the fact that a strong flow of capital surged in Russia. 

It was a great opportunity for investment. "Russia is a very rich country, it has the Baku oil, it has steel mills, has a huge population, consisting of potential consumers. If we invest money in Russia, our investment will pay off and we will be rich "- that's what U.S. investors thought. 

However, there was another good reason to invest in Russia. Its economy had not yet become a member to the European economic process, so the crises in the West had almost no effect on the Russian economy. 
This was due to the instability of economic development in Europe. Russian national economy till the early twentieth century had much greater stability, greater reliability. 

The loans were another instrument of modernization. They were made before, but during Witte's time public debt of Russia has increased many times. The first large loans were made in 1870s-1880s. They were targeted loans for the purpose of railroads construction. It was crucial. The railroads didn’t just connect different parts of the country, they didn’t just revive trade and connect Russia with the global market, but they provided the development of basic industries. Due to government contracts rail manufacturing and transport engineering were developed. For a short period of time Russian rails almost completely replaced imported ones and 2/3 of all locomotives and carriages were produced by our factories. 

Construction of railways gave mining, metallurgy, electrical and chemical industries a new life. It gave a powerful incentive to the development of national science. Loans for the construction of railways were made by many countries, the United States of America followed the exact same path. 

We also built railways and made huge amount of loans, especially from England. Russian industry was financed by loans from France, Belgium, Germany and even USA. This is natural - it is necessary to fund the industry somehow. 

Witte deliberately reduced the par value of Russian stocks so that overseas they could be bought by poor people. Back then there was a joke that the Russian railways were being built with the money of German housewives. Witte’s policies provoked a whole lot of criticism. He was blamed for violation of the social principles and breaking traditions. He was accused of calling himself a patriot, he was selling the country to foreigners. In a lot ways the criticism was true, since bias in favor of foreign businessmen was excessive.
Witte realized what the Russian national economy was and he understood that foreign capital should play a supportive role. Although, in fact, their role was somehow more significant than he expected. Foreign capital brought latest technology into Russia, which could not be said about current investments and were a powerful stimulus for economic development. This was not just a cash infusion; it was a new technology, new mines and new plants. 

Eventually, Witte turned out to be a visionary. Loans and investments warmed up the Russian economic engine and it kept going on its own fuel. In the beginning of the twentieth century, Russia dramatically increased the scope of its domestic savings. From then on, they provided a stable economic growth for the country. In an era of reform the food, textile, mining, factory and metal-processing industry developed quickly. A huge leap forward was performed in the machine building sector. All of a sudden Russia was far ahead of other countries in the production of diesel engines. 

On February 14, 1898 in Berlin, an event occurred, which was later called the deal of the century. Russian oil tycoon Emanuel Nobel signed a contract with the German inventor Rudolf Diesel. Now the diesel engines could be produced in Russia. Rudolf Diesel developed his engine in 1897. The famous industrialist Friedrich Krupp played the role of a customer. He needed an engine that would run on coal dust. Diesel did not meet these expectations. He created the engine that ran on kerosene. In principle, Nobel didn’t need that engine - he bought the idea. Nobel was confident that based on it, Russian engineers would create a powerful and efficient engine that would run on crude oil. 
Nobel quite deliberately relied on Russian technical thought. He knew that even by 1880 Russian inventors had proposed a number of original technical ideas. Designer Lutsk has created a gas engine. River fleet engineer Kostrovich has designed a lightweight gasoline engine. Kerosene engine was created jointly by engineers Yakovlev and Kazakov. The famous thermal engineer George Depp has been working in the same direction. According to his advice oil tycoon had struck the deal. Rudolf Diesel himself did not believe in the possibilities of Russian science and industry. Like many others in the West, he believed that the Russians dragged behind technological revolution. However, he had to believe. Arriving in Russia in 1910, Diesel was dumb struck by the success of Russian designers - our engineers were able to do something that he could not; they had shifted the diesel to crude oil. 

Russia became the first country in the world, to mass produce diesel engines of several types: stationery, fast, ship mounted and reversible. Russia was ahead of everyone. That’s why, for a long time, on all the continents, the diesel engine would be called the Russian engine. At the start of the century the diesel engines were produced by several large companies. It was started by Ludwig Nobel plant in St. Petersburg, followed by diesel engines production in Kolomna, Riga, Nikolaev, Nizhny Novgorod and Kharkov. 

Russia became the country of motorboat building. In 1903 Sormovsky plant launched on water the world's first diesel-electric motorboat called Van Dall. This oil carrier was built by the order of BraNobel. River boats were built in Russia at an incredible scale. All the boats that ran on Russian rivers were manufactured at domestic plants. In the beginning of the twentieth century, Russia pulled ahead in the field of implementation into production of scientific and technical ideas. For a variety of industries Russia has been a recognized leader. Previously, Russian engineers have adapted foreign technology to local conditions and their own ideas remained unclaimed or carried out abroad. Now the situation has changed. Grand industrial boom had created all the conditions for the Russian technical ideas to be put into practice within the country. One of the areas where Russia pulled ahead was aircraft building. 

On June 28, 1914 revival predominated in Kiev. A huge crowd gathered to welcome the plane, which accomplished, unprecedented for those times, flight, from St. Petersburg to Kiev and back. It was called Illya Muromits and justified this name to the full. It was a unique air cruiser equipped with four engines it was superior to all aircraft in the world by carrying capacity and range. Legendary Russian designer Igor Sikorsky piloted "Illya Muromits". This man first became popular on May 18, 1911, when he set four world records: altitude, speed, range, and duration of flight in his C-5 plane. 

A year later, Sikorsky began to build aircrafts at the renowned Russian-Baltic factory. New models were introduced one after the other. They were equipped with steering control, foot pedals for the rudder, and many other innovations. Sikorsky Aircraft set records. They were bought by other countries. Sikorsky opened the era of heavy aviation. He created the first multi-engine aircraft, named Russian Vityaz. Its flight weight was 4200 kg. With seven people on board, it set a world record for flight duration - 1 hour 54 minutes. Soon there was more advanced model, the same Ilya Muromits. 
In 1913, Great Britain has notified the Russian government of its intention to purchase aircrafts of type Illya Muromits to equip its Navy. On June 28, 1914 Igor Sikorsky has flown to Kiev on Illya Muromits. This was a day of triumph for the Russian aircraft industry. 

The state immediately ordered it at the maximum quantity, because it was a bomber and it marked the beginning of bomber-based aviation. There were two more interesting companies, one of them was created by Shchetinin in St. Petersburg, he was a pilot and designer, who began designing aircrafts. Initially all went literally on some pocket money or some donations, etc., but then after all, he managed to create by 1913 a small plant and the money immediately started to flow in from the state, because the planes were needed. There was another very interesting, gifted man, Vladimir Lebedev, in St. Petersburg. He was also a pilot. He also created a plant at St. Petersburg. Unfortunately, starting from 1918 the majority of these people emigrated. Sikorsky has created manufacturing of world-class aircrafts and helicopters in the U.S.A. And not only Sikorsky - a lot of our very talented designers went there. 
IN the beginning of the twentieth century the pace of industrial growth in Russia was so high that the domestic engineering industry could not meet all the orders, therefore, during the industrial boom imports of machinery from abroad has increased sharply. At the same time, the Russian engineering industry has clearly demonstrated its viability. As you know, a huge impetus to the development of the industry was given by the Trans-Siberian line. Completion of construction of the great route was first serious test for the industry. 
When the Trans-Siberian railway was completed, the main impetus of growth disappeared. Indeed, while the construction of the railroad was going on, there was a steady demand for iron, steel, equipment and locomotives. When it was completed, the demand vanished. 
However, the Russian engineering went through the difficult situation with honor. Plants quickly began to produce agricultural machinery, motors and other products that the market demanded. In the era of reform giant factories were created in Russia: Sormovsky, Kolomna, Bryansk, Putilovsky. They were versatile plants that produced dozens of items. Along with them large specialized plants, both private and government operated. Lugansk and Kharkov plants built locomotives. Admiralty and Baltic plants built naval ships. Nevsky factory produced bodies for ships and steam engines for the Navy. Franco-Russian built ship machines and steam boilers. In the beginning of the twentieth century Russia was ranked fourth in the production of machinery in the world, leaving behind France and the proportion of machinery in its industrial production was higher than in other industrialized countries. 

In 1873, the famous British industrialist John Hughes, supported by the Russian government, has built a plant in Donetsk steppe and began producing tracks. He was donated the land and coal mines and also provided with a loan and a number of benefits. At the same time, the owner of a small mechanical factory in Rostov named Pastukhov has built a blast furnace plant, without any government assistance. This is a good example of an initiative from below, when Russian businessman took the risk relying only on himself. In 1908 several Russian plants were taken in the international rail syndicate. They began to sell the rails on the world market. 

A new economic boom has begun in the following year, 1909. Demand for the metal has increased. Soon Russia became 4th in the world in steel production and 5th in iron smelting. Flour milling has begun to develop rapidly. Assortment of domestic vegetable oils included sunflower, flax, hemp, canola, mustard, cotton and even coconut oil. Production of butter was developing at an impressive pace. Vologda and Siberian butter-making cooperative were the leaders in this industry. Meadows rich in herbs, gave the unique taste of their butter. The main part of it was exported. It was sold in European markets under the Paris brand name. 

In 1913, Russia produced 5.3% of world industrial output. In the absolute volume of industrial production, it came close to France, beating it in steel smelting, production of machinery and cotton fabrics. In the level of production of industrial goods per capita, Russia have reached the level of Japan, Italy and Spain, but its lag behind U.S.A., Germany and UK was still significant. A unique feature of Russia became the paternalism: paternal guardianship of the entrepreneur for the worker. Layoffs were extremely rare in Russian enterprises. The owners paid benefits to those who suffered at the workplace. They built the reading rooms. Unfortunately, this harmonious relationship was destroyed by the foreign merchants, who were distinguished not only by greed, but the cynicism towards the working people.
This can be illustrated by an interesting happening related to the revolution of 1905, when the socialist revolutionaries persuaded workers to attack the Sytina factory and destroy it. Workers said: “Is Sytin a bloodsucker and capitalist? No! He is like a real father to us. Now, if a foreigner needs to be attacked that’s another thing, they are real bloodsuckers.” 

Back then everybody thought that the main battle for economic leadership was ahead and Russia was ready for that fight.
In the next episode we will cover the banking system of the empire and prominent bankers of that time, whose names were on everyone's lips. Watch the Russian economic miracle. Pages of history documentary series. 

Description: Russian reformers have faced a difficult task. It was necessary to create an industrial base, in a short term, which would allow Russia to catch up with the group of advanced countries. The development of basic industries required a lot of money. They could only be drawn from abroad in the form of loans and investments.
