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1. INTRODUCTION

This thesis aims to outline the development andreatf industrial clusters in the economy of
Tsarist Russia in the years 1860 - 1913, the enadofstrialization and massive societal transition.
In an Empire like 19 century Russia, geography inevitably plays a speocle in the formation of
economic activity and after the demise of feuddlsgstem in 1860s forces of industrial
development started to shape the structure of Rugsionomy by regionally unequal industrial
growth. Highly concentrated industrial regions feathe core of Russian industrial development
not only in terms of total production but also astces of knowledge, skilled labour force and
financial investments. Within modern economicsséhieatures have been essential components in
cluster economics which, since the initial post-shelian discovery of industrial distri¢tand

further popularized by the cluster theory of Mich@erter in 19905 has gained wide popularity in
scholarly circles and been promoted as key condepfsographical economics as well as possible
policy-making tool in search of increased econopnaductivity® In recent years, the interest in

cluster policies has increased also in the econdis@ussion inside the Russian Federation.

While the cluster research has gained firm footlwolidhe research of modern economics, clusters
have been rarely implemented as the focal poiititefest in economic histo”y/Although the
industrial districts as subjects of historical ekaation enjoyed widening popularity in the 1980s
the developments in the fields of regional econsmaied social sciences have outpaced
comprehensive historical research on the subjecPorter’s original structuration of clusters rgan
of the causal aspects and preconditions that wiheeased to a cluster seemingly derived from
assumptions on the nature of geographical econoamcentrations in modern era (such as the
effect of knowledge, labour inputs, competition amachnology) without further implicating the
underlying factors formed by long-term developmé&ntithermore, Porter’s cluster theory assumed
global environment as background for economic perémce in the form of clustetsA vast

supplementary research has emerged subsequerdlysters, further expanding the understanding

1 Brusco 1982; Zeitlin 2007, 219.

2 Porter 1991; Porter 1998.

3 Jaaskelainen 2001, 79 - 111, 213 - 235.

4 Kut'in 2003; Shalmina 2008; Bojcov & Kostjaev Z)&orchagina & Rakieva 2009; Nekrasov 2009; Eatsty
2011; Strel’cov & Artamonova 2014.

5 e.g. Lamberg & Ojala 2006; Zeitlin 2007, 221; Buwna & Ledder 2010, 192; e.g. Ojala et al. 2013, -3363.
6 Chandler 1992; Sabel & Zeitlin 1997; Scranton7Z9@apecchi 1997; Popp & Wilson 2007.

7 Zeitlin 2007, 221.

8 Porter 1998, 77.



of the role of clusters in modern econor‘rﬁéﬂiough not implicitly recognized by Porter, these
features are not unchangeable and universal, bjgdto transformation and varying
conceptualization during the course of histori@lelopment. Even if the cluster concept could be
utilized nowadays as relevant tool for depictingremmic organization, no conclusive theories have
emerged to definitively assess how cluster conpegbrms in different times and what societal,
institutional and economic preconditions are eletasrfor Porterian functioning of cluster
dynamics.

This study seeks to examine the cluster set-up @V@nger historical period in order to assess the
factors of cluster emergence and formation in djeaistorical environment, which experienced
major economic reorganizations during a period assive societal transition and foundation of
several branches of industry, many of them higblycentrated in space. By studying the primary
data on 1) emergence of firms in various industied their geographical concentration in a
developing industrial society and 2) examining régults in light of diverse research literature on
the industrialization of Russia, this study attesrtptpinpoint the elementary factors of industrial
concentration and economic clusters in Russian EEmpa geographically vast, but economically
backward country. Finally, by reflecting the existitheoretical cluster literature on the prelimynar
results of Russian clusters found from the prindata as well as historical studies, some key
methodological issues on testing the cluster casdaephistorical setting are sought to be discussed

in the conclusions of this study.

The decision to use late Tsarist Russia as the@ment of historical study in this thesis provides
a rather deviating context for the cluster examamatrom its original setting in industrial distt&c

of Western countries in modern era. Furthermore ettonomic history of Imperial Russia has not
been widely subject to reinterpretations using mod@ameworks and models of theoretical
economics? The half a century of industrial development betéhe years of Emancipation in
1860s till the dawn of First World War reforged #exiety and economy of the Russian Empire.
While it has been widely discussed and contestezttveln the change from a backward and
underdeveloped country to one of the economic giahthe world actually meant that Russia
experienced full-scale industrializatidnit certainly took major steps towards a modemnemy,

driven by transitive forces of industrial growthdacorporate capitalism. The abolition of serfdom

9 More detailed citations on cluster research ascldsion on clusters can be found in chapter 2.1.1
10 See chapter 2.2 on research literature in #he. fi
11 Gershenkron 1962.



in 1860s, the industrial boom experienced in 18&3tsthe urbanization, highlighted by the rise of
the merchant groups and factory-based industrigkes, such as St. Petersburg and Moscow were
all ground-breaking challenges upon the Tsarisé stgstem and its' economy. The eventual path of
development into revolutionary movements of 1908 8817 as well as industrial policies of the
Tsarist government's ministry of finance imply thia socioeconomic aspect of Russia's
development had grown relatively in importance sifi860s This path of development was not
universally welcome among contemporary observedstias industrial policy and developing
capitalist structures provoked reactions in pditespecially among slavophile and conservative
circles’® While the industrialization and the constructidmailways offered new opportunities for
economic activity, there were also considerablerra$ in banking and financial sector, which all
contributed to the growth of Russian capitalism anttepreneurship and the latter half of 19th
century witnessed emergence thousands of new Russiporations. The growth of the corporate
capitalism diversified also the geographic pictoir¢he Russian economy, as the development was
spatially strongly concentratedthin the Empire. Major industrial centres attextivorkforce from
more scarcely populated areas and the countrylsidber accumulating economic, social and
political power into prosperous regions. Not onily the population experience the effects of
clustered industrial activity, but also the indigdtactors themselves along with these centres soon
became leading areas of economic growth, centrbasihess culture and pacemakers of capitalist
development. Eventually, the state's inability éaldvith the economic and political issues
accumulated during these fifty years of industzetiion escalating to the downfall of the feudal
Tsarist state and eventual collapse in the twolugiems of 1917 and thus the establishment of

Soviet state.

This thesis approaches the topic by using quaivetaiata from RUSCORP database, containing
information about Russian corporations during tearikt period, as primary source material.
Therefore, the viewpoint of the study is narrow@tighlight and discuss cluster formation and its
relevant factors in the light of RUSCORP data, clemgnted with secondary literary sources
covering the industrial period of the Tsarist Rasdlo comprehensive works on solely clusters and
industrial centres in Tsarist Russia in Englishénbgen available in the research process, which
mounts certain difficulties in cohesively measurihg relative importance of various factors that
shaped the development of industrial clusters ari$ssociety. Furthermore, the decision to narrow

the viewpoint of this study to the data availabl&RUSCORP database was an early necessity in

12 Spulber 2003, 149, 152.
13 Von Laue 1953, 444 - 445,



order to scope the study to a reasonable levebarie other hand prevent the viewpoint from
being exhausted under immoderate vastness of bjecsuThese limitations have on one hand
helped to build a solid foundation in pointing ¢l significance of clusters in Imperial Russid, bu
on the other left the functioning of many paratéedtors and phenomena in cluster dynamics
unexplored to the extent they would deserve. Theakreh subject has proved its fruitfulness during
the process and further possibilities of combirfietgls of research in Russian economic history

and regional economics has been discussed in tit@usive chapter.

The main content on this thesis is divided int@éhcore chapters. Firstly, the somewhat
controversial concept alusteris discussed in chapter 2 for the purposes ofstiidy alongside

few other conceptual definitions. A short previewtbe relevant literature from the both supportive
fields, cluster economics and Russian economiollyisare also presented. The chapter 3 contains a
more detailed preview on the RUSCORP, the primawyce database in this study and
methodological outlines of the study analysischapter 4, the historical background of Russian
industrialization and development of industrial centration of firms during 1860 - 1913 are
examined on the basis of research literature ainupy data sources on company emergences. The
line of analysis continues in the chapter 5, inaliithe modern conceptualizations of cluster
emergence and development are combined with tltsed chapter 4, highlighting the key issues
in more comprehensive understanding of clustetsdriate Tsarist Russia. Although the limited

size of the study sets certain constraints to &myggt to pinpoint and thoroughly examine all the
relevant attributes that contributed to the formratnd operation of Russian industrial centres, the
main factors of a functioning cluster in the comtefkRussian economic geography, according to
both modern theories and findings from the primeny literary historical sources, are sought to be
amassed. Finally, in the conclusive chapter thelt®esf the study as well as further thoughts a@n th

mechanics of cluster research in historical stabeare presented.



2. REVIEW OF RESEARCH LITERATURE AND CONCEPTUAL DEF INITIONS
2.1 Key concepts

In order to avoid confusion and further positiors tstudy into its' theoretical framework, some
definitive attention should be paid to the key agpts around the theme. Especially in the case of
19th century Russia, several modern definitionsaainomic vocabulary may differ drastically in
their meaning and moreover, it is a matter of debahether some concepts actually existed during

the research period.

2.1.1 Cluster as an economic concept

Since 1990s the concept of cluster has appearedrere frequently in the theoretical analyses in
the fields of competition and regional studies a#l as geographical economics. Michael Porter's
well-known definition of a cluster as a geograptoacentration of interconnected companies in a
particular field has been widely used as a confmephe research of modern economies, but rarely
implemented or analysed in historical studit€lusters have been considered as centres of
economic activity and pivotal elements of econogrmwth in general, which also promote the
overall performance of the economy through agglati@n externalities, such as spinoffs,
knowledge spillovers, supplier-chain specializatmal labour force utilizatiofr. Regional and

linked industries and institutions as well as pnaity of rival firms have also tendency to invigarat
local competition by constant comparison and momgpand often clusters are seen as centres of

unusual competitive succe¥s.

The idea of cluster as a central research topscbeen thought to enrich the understanding of
company development and the key structures thatm@te its' prosperity. Also it is believed to
shed light on the internal and external networksashpanies and evaluate their effectiveness,
contributing to several aspects of cluster's econdentility, such as the accumulation of
innovations within a cluster, which further maydeda spinoffs that fortify cluster's rate of
productiveness and eventually form new compalii@he process of knowledge creation inside a

cluster has been seen to locally increase the tdJalowledge-based specialization as passive

14 Porter 1998, 78; Fornahl & Menzel 2010, 2.
15 Fornahl & Menzel 2010, 1.

16 Porter 1998, 78 - 79.

17 Klepper 2005, 1291.



“buzzing” knowledge alongside informal communicatithannels®

The cluster concept, however, hasn't been univg@atepted and controversies in the utilization
of Porter's cluster proposition as a policy tootdaparked voices of criticism. It has been claimed
that Porter's cluster concept, coined as an allggelyantageous and competitive form of industrial
organization, has been accepted widely becaugts ¢éimpting way of putting together the
framework of geographical concentration and contipetiess in an economic formation, which,
according to Porter, leads into increased prodentgs. Despite its central role in policy-making
and business strategt&showever, Porter's cluster definition has remaieglie and inaccurate
enough to include in itself excessively wide variet industrial formations in different cultural,
institutional and societal environments, meanirgg fmding a rigid geographical and
organizational definition of cluster is not possiffl This makes it difficult to comprehensively
accept Porter's theories of industry scale dynaamdsspatial benefits of clusters, although they ar
taken as core elements of clusterizafibRorter also struggles to map convincingly theedéhces

in plausible development paths between successélhan-successful clustéfsTraditional views

of economic geographers, which Porter largely igaphave been more diffusive in pinpointing the

key elements of agglomeration and localization enfor industrial concentration in spate.

In the same way as the field of cluster theoriesaia loose in their definition, so do the theories
concerning the emergence of a cluster. As thisystisds vastly quantitative data on emerging
companies, which illustrates the growth of clusténs necessary to take a brief view on the
modern understanding of cluster emergence. It Bas lwvidely noted that the same factors, which
define clusters emergence do not necessarily eitstfeture functionality?* Dick Fornahl and
Max-Peter Menzel define the cluster emergencetemaition between these two stages, both
appearing in popular concepts, such as 'windowaztlonal opportunity’ approachcore-
periphery modéPf or stochastic approactiésrirstly, the cluster emergence starts from thietgno

which the evolving companies and institutions re@iehnumerical ‘critical' mass. This is often

18 Bathelt, Malmberg & Maskell 2004, 31; Storpel/&nables 2004.
19 e.g. Jaaskeléainen 2001.

20 Martin & Sunley 2001, 47.

21 Porter 1998, 80.

22 Martin & Sunley 2001, 24.

23 See Becattini 1990; Martin & Sunley 2001, 91— 1

24 Breshanan et al. 2001, 842 - 846.

25 Boschma & van der Knaap 1999.

26 Krugman 1991.

27 Arthur 1994,



accompanied with the existence of high market g@teand necessary maturity of political and
organizational framewor® Secondly, after this stage agglomeration procelssgin to maintain
cluster's endogenous dynamics, making the clust@iz process as a whole largely independent
rather than manoeuvralfiln its similar vague fashion resembling Portersywf defining
clusters, this definition says little about thedbfactors of production or forms of economic aityiv
in question, which demonstrates the complexityle$ter evolution process and the difficulty of
identifying and analysing all the factors of im@orte. An earlier study by Breshanan and
Gambarella on ICT cluster formation also arguesshacessfully emerged clusters cannot be used
directly to theorize earlier development of unigngreconditions for cluster emergence, which is
defined through the growth of entrepreneurial sipg® This has been evident in the United
States, where numerous attempts to copy the suot&siscon Valley ICT cluster have failed to
establish a state of functioning clusttmstead the presupposition is that only by exangjrihe
deep similarities which appear in different clustavironment the early preconditions and

necessities can be reasonably studfied.

Alongside with the cluster emergence theoriespgortant question that surrounds the cluster
theme in this study is, whether the emerging ctastensist of new firms and industries or already
existing ones that may have diversified their paiiun and organization to become a part of cluster
or shape its’ existing structure. Study resultsriftbe United States automobile industry suggests
that diversifying firms often have logistical angyanizational advantages over new entrant firms
which can lead to their dominance in an industrgsNy, in cases when new firms did manage to
reach a dominant state in the industry, it was dasethe expertise of the founders usually pre-
trained within the industry or cluster and spindff§his seems to apply especially to developing
new industries, which are still in a state of tfanmation due to the amount of new ground-
breaking innovations, such as automobiles themsétvthe early 20th centur. The role of

spinoffs leading to formation of new companies frpanent firms is exceptionally important, as
often new spinoff-firms establish themselves onddme region, therefore strengthening existing or

emerging cluste?: If the amount of spinoffs and local firms is highen more dynamic are the

28 Ojala et. al 2012, 359.

29 Fornahl & Menzel 2010, 2 - 3.

30 Breshanan & Gambarella 2004, 2.

31 Breshanan & Gambarella 2004, 3; 2005, 114.
32 Breshanan & Gambarella 2004, 2.

33 Klepper 2002, 646 — 647, 661 — 662.

34 Klepper 2002, 663 — 664.

35 Boschma & Ledder 2010, 194.



benefits of agglomeration, which further ties tleeelopment of an industry to a certain location.
Boschma and Ledder stress the importance of batlofép and agglomeration effects, but note that
they often occur on the different stages of an stigucycle and therefore their influence on firm
emergence and survival rates has to be disentamgteder to conclude their separate

importance®®

There exists some relevant literature on clusteeld@ment in the past, which may serve this
research setup for illustrative purposes. Studtherbanking sector in the Netherlands 1850 - 1993
by Boschma and Ledd€roffers some perspectives on the evaluation otefifermation and

spinoff dynamics in historical case based on time &ntries and exits data, as well as information
about the experience of the founders. They condluaiethe significant regional concentration of
banks in Amsterdam has its roots on the spinofedyigs in the first place and during the later
stage benefits from the cluster participation comed mainly experienced spinoff firms. Although
the Window of Locational Opportunity was fairly ape country's banking sector, it soon closed
due to the regional dominance of Amsterd&nThe development and re-emergence of the
Antwerp diamond district after the World War Ilpstrated by Henn and Lauréygoints out the
importance of key business persons in the evolufaregional clusters. Also the re-emergence
after the war was possible due to wide spread eapens that the local centralization would
reoccur, implicating that a strong basis of regidneiness culture and local policy support was
able to endure the ruptures caused by‘vaAnother regional cluster formed by media industry
Leipzig largely benefited from political supporytlwas not built on it. Rather, the emergence of
electronic and new media firms after the unificatad Germany in 1990s could be viewed as re-
embedding, whilst also showing that the traditidoahtion factor analysis is no longer sufficient
explanation for modern cluster emergefitEconometric study on global fashion industries by
Wenting & Frenkeff reviewed the yearly entry rates in several faskiosters from the viewpoint
of organizational ecology, concluding that dueht® mature of luxury fashion goods marketing and

insensitivity to transport costs, the clusters fednpcally, though competed globaffy.

While clusters are essential part of modern ecoasmnd business structures, a cluster-based

36 Boschma & Ledder 2010, 194 - 195.
37 Boschma & Ledder 2010.

38 Boschma & Ledder 2010, 212 - 213.
39 Henn & Laureys 2010.

40 Henn & Laureys 2010, 89 - 90.

41 Bathelt 2002, 605.

42 Wenting & Frenken 2011.

43 Wenting & Frenken 2011, 1044.



analysis in historical perspective differs from itedern implementation. Firstlglusteris largely
an anachronistic concept created by modern dayashto descript modern economies. Although
the underlying business structures, geographigatentration of economic actors, interconnections
between them, knowledge and labour pools and dgifiaf mention but a few), have undoubtedly
existed in historical clusters as well, their rmleeconomic development may not have been fully
realized by the contemporaries. Basic definitivacttres of Porter's modern cluster theory were
outlined as features of economic geography alr@atlye classic worlPrinciples of Economics
(1890) by Alfred Marshall. He recognized the impoxte of 'industrial districts' in the overall
growth of the economy and saw three externalitiesajlability of skilled labour, growth of
supporting trades and specialization of differeim$ in different stages of production, as the key
elements of “district's” success. Once these elésneare effectively launched under way, he

theorizes, the development would continue cumuétiand gear towards greater complexitiés.

Secondly, various environments, societies and eon@wduring the history have each had their
own kind of impact on clusters, which has also sklagduster forms and methods of their
adaptation. This further arouses the question, anatlusters can be applicably defined in
historical studies, as a definition of cluster,tsas Porter's, hardly grasps all the necessary and
prerequisite elements of historical cluster strreguAlso, it is debatable, to which degree the
modern cluster strategies were applicable in ghistorical circumstances or were there distinctive

and environment-specific strategies in histori¢asiers?

For the purposes of this study, the conceptuatietgsof a cluster grants the opportunity to tiést
applicability in specific historical context, astle seems to be no excessively rigid precondiiions
classifying certain industrial centres as clusténs.the other hand however, this decreases the
validity of any generalizations concluded from #tedy in case. Still, if supposed that the features
of the modern cluster theory derive more or lesgifthe traditional setups of economic geography,
the elements of cluster emergence and compositiarhistorical case should present fertile
comparisons and findings enriching the researatonfemporary economic atmosphere.
Nevertheless, given the danger of getting loshéndonceptual maze of cluster definitions, the
overviewing chapter 4 concentrates more on the ditan type of industrial districts and in the

chapter 5 the results of the data-analysis areistssa further in terms of modern cluster dynamics.

44 Marshall 1890; Martin & Sunley 2001, 6; ZeitB007, 222.
45 Martin & Sunley 2001, 49; Zeitlin 2007, 223.
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2.1.2 Russian corporation

Corporationas one of the key units of industrial organizatienives by definition from the
RUSCORP databa®ewhich consists of privately founded, corporatichartered under the
Russian law by the imperial government in St. Rbigry. The decision to stick with the
corporation form that matches RUSCORP definitioaslexclude various state-officiated
enterprises and economically significant rural stdes and forms of small-scale business, but
enables the examination of distinctively classifed unambiguous form of business organization
that can be credibly applied for statistical congmns. In the pre-emancipation period, several
forms of factory production from the state-conedllUral enterprises, established during the rule of
Peter the Great, to the rural manufacturing estéied noble estate factory plants in the Age of
Catherine were founded and coexisted alongsidaterienterprises, but the lack of relevant
material of their temporal and organizational depeatent as well as the rising role of the private
enterprises after 1860s has contributed to the nibynaf their role in this stud§® Also the foreign
corporations that operated in Russia, and are praséhe study to a small extent, differ from the
Russian corporations by structure, aims and orgéiniz due to their legislation in their native

countries.

2.1.3 Russian Empire

It is worth noting that the Russian Empire wasamtnchanging entity during the™.8entury, but
an imperial power that annexed several territanéSentral Asia and included more or less
autonomous regions, such as Grand Duchy of Firdawddkingdom of Poland. Due to the large
dependence on the RUSCORP data, it was logicaldptahe geographic concept of Russia that
was used in the compiling of the database. Thusrdog to the enforcement of corporate charter
legislation, the autonomous Kingdom of Poland @uded in the study, whilst the autonomous

Grand Duchy of Finland is not, as the corporatiopsrating there received their charters from the

46 More specific examination of the RUSCORP datelsasl chartered corporations can be found in tt@fimg
chapter.

47 On the history of corporate charter laws in Rysee Owen 2002a.

48 lllustrating examples of the difficulties in egbrizing industrial firms can be found frequertiythe various
statistics appearing in the research literaturguréis presented by Hromov on the amount of factdnigicate a rise
from 5400 factories in 1830 to 15400 factories86@, which does not correlate with the RUSCORP arhofi217
new corporations between those years. IrGhmbridge Economic History of Europe vol. MDiga Crisp cites the
figures of A.V. Pogozhev that calculated 14464 taxisindustrial firms in 1903 which differs quiteaskly from
RUSCORP’s amount of 4539 firm chartered firms betw#700 and 1913. Furthermore, Crisp doubts thgoBw@v’'s
figures did not emphasize fully the small-scalenBrand factories, which constituted less than 50#eofactories and
mines recorded by the Ministry of Finance in 1968omov 1950, 27; Crisp 1978, 344, 347.

10



Finnish Diet*® The territorial annexations are included in RUSEC#atistics and this study,
although their influence is marginal, as no majuiuistrial regions were amongst new territorfes.
To avoid misunderstandings though, the classificatif several sub-regions and regional entities

that have been used in tables and figures areiarpléan the appendix.

2.1.4 Capitalism and market economy

The concepts afapitalismandmarket economigave often aroused a debate around their
specification in Russian context. Of the main axtbat normally are considered pivotal in a
capitalist system, Russia had but a few that weneparable with contemporary European
economies at the threshold of 20th century. Neeéts, in the contemporary discussion during the
wave of industrialization in the 1890s, the Russiand kapitalismwas used (instead of
industrializatsiya to describe ongoing transformation of Russiameouy>" In political terms,
Russian Empire was an autocratic state-controtleddl system, which allowed notable privileges
to the upper social groups, such as gentry andabaracy. The lower level of population in
hierarchy consisted mainly of peasants and wornkérsn the agricultural sector. Even though
Russian industry obtained its' workforce from coysitle, the movement between these
occupations was relatively low and the urbanizatimvement never altered the pattern of
dominant share of population following a traditibnazral way of life. Also, as Alexander
Gershenkron has argued, the dominant role of Russ#e in replacing market functions and
serving as entrepreneurial force, rather than teivaarkets, meant that the economic system and
industrial policies were too far governmentallytdted to be called market econofiyAccording

to Paul Gregory though, the macroeconomic evidemcesource-allocation and price level
settings by market forces indicates that througtmstties to the world economy Russia can be
considered a market economy, though it reachegatieof modern economic growth slower than
comparable European countries. He points out thext @ the sphere of agricultural economy, the
massive grain exports developed along with theoail construction and peasant mobility despite
emancipation provisions show that the traits ofaak®et economy, rather than feudal one, had
started to develop in Russia. Also, the large armofiforeign investments and the railroad

financing through well-developed stock market wagns of structural market dependence on the

49 Owen 2002b, 19.

50 These include the khanate of Khiva (annexedit8)1and the emirate of Bukhara (annexed in 186Bich were
operational locations for 2 corporations in 186®13.

51 Hromov 1950; Von Laue 1954, 12.

52 Gershenkron 1947; 1962, 152-54; Gregory 1994, 82
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world economy”®

In the perspective of contemporaries, the opinabeut the nature of Russian capitalism were
divided in the way which Peter Gatrell has desctiinethree categories: as liberal, populist
(narodnik)and marxist-leninist interpretatioriSFrom Lenin's point of view in the late 1890s, the
Tsarist economic system was a “dual economy”, caagof traditional agricultural economic
networks and on the other hand, of handicraft andam factory industry. He too emphasized the
“unique” features of traditional economic custoneside elements of advanced capitalism
structures” Along the same narrative lines, Soviet scholaePleyashchenko has concluded that
the transition from serfdom to industrial produnt@fter the Emancipation Act in 1861 gradually
found Russian capitalist industry, which soon avektfeudal, manorial handicraft establishments
and thus emerged as large-scale capitalist indutiy the eyes of 19centurynarodniki the
advocates of peasant commune order as a base sibRgsciety, capitalism (i.e. industrialization)
was essentially an alien force for Russian lifeichtwas irreconcilable with the peasant commune
system and, due to lack of necessary social, ecicrenmad political prerequisites in Russia, was to
be opposed before it would bring Russia to FiiNarodnikiviews were fiercely critical of
governmental policy of rapid industrialization, leg Minister of Finance Sergej Witte, a devout
advocate of Friedrich List and idea of economidamatlism. Economically the aims of Witte and
governmental politicians were liberal in Gatrellsense, while politically they represented Russian
autocratic tradition. For Witte, and thus Tsarstgrnment, capitalism was a necessity in order to
strengthen Russian political and military positidaspite its heavy costs to peasantry and
agricultural producer® In recent scholarship, Thomas Owen has speciiiedeading economic
ideology of 18 century Russian merchants and commercial-induistita as so-called “slavophile
capitalism”, which was based on three componemiisrttade Russian capitalism, according to their
view, unique in comparison to the European modahevolence toward workers, distrust of foreign
capitalism and economic activity as a patrioticsitis>° The mythical image of merchants and
capitalists as benefactors of the serfs and facvtmyer§° was a stout part of slavophile ideology,
which saw the agricultural workers and the peasamtmune as the basic pillars of traditional

Russian way of life. The glorification of a commworker/peasant was profound in many concepts

53 Gregory 1994, 82-84.

54 Gatrell 1986, 1 - 28.

55 Lenin 1899, 7, 19 - 20.

56 Lyashchenko 1970, 476.

57 Von Laue 1954, 17, 21 - 22.

58 Von Laue 1951, 177, 182.

59 Owen 2005, 80.

60 Commonly used term of owning classes as "wovksgl' (fabotodateli) was a key concept in this ideology.
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of the 19th century movements in Russia, for examatodnikiand socialist groups. The second
theme, economic xenophobia had long roots in Rags&ory, dating back to the 16th century and
often associated with the conservative and patriotthodox Church, which stood firm by the side
of the staté! During the 19th century European and Americangteienterprises and free trade
aroused fear as hostile foreign influence uporRbssian worldview and in mid-nineteenth century
these suspicions were targeted not only at We&werapean capitalists and entrepreneurs, but also
those belonging by nationality to non-Russian sttbjef the Empire, such as Poles and Jews.
These two slavophile thoughts were merged in thditgy merchants' idea of economic action and
industrial growth as the only method of saving Rug®m defeat against European competition.
For slavophile thinkers, the existing tsarist pplid protecting agricultural exports with tariffac
depending on foreign imports of machinery and mactufred goods was wasteful, as Russia
needed to develop their own heavy industry to ptenits self-sufficiency and raise the standard of

living with increased productivit§?

2.2 Interpretations of Russian economic history

In post-Soviet Russia, the history of Tsarist eenicgperformance has been largely interpreted in
terms of commanding role of the state system, whicknforcing rapid industrialization policies
enabled the rise of powerful capitalist entrepresi&liThe regional concentration of industries was
seen as a byproduct of the state policies thalerated towards the &entury due to the

industrial syndicates, cartels and monopdifes.

During the 28 century, the history of Tsarist economic performewas largely interpreted

through Marxist perspectives in Soviet Union arefdifiore often left in secondary role in the
scholarly works in the Anglo-American countrf8dn the Soviet literature, the comprehensive
study of Peter Lyashcher®mn the history of Russian national economy hag fetained its

status as one of the most valuable contributioh stvast sources of data material. Lyashchenko’s
study has been generally accepted among Westestasslas well, even though some lines of its

analysis and conclusions follow the outlines of ib&nclassic worR’ on the development of

61 Blackwell 1983, 383.

62 Gatrell 1986, 11; Owen 2005, 81.

63 Bobovic 1995; Timoshina 1999; Samohin 2001.
64 Samohin 2001, 120 - 121.

65 Owen 2005, 258.

66 Lyashchenko 1970.

67 Lenin 1899.
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capitalism in Russia. Also the works of Petr HromBuris Anan'ich, losifGindin, Viadimir
Laverychev and Leonid Shepelev have attracted sitastion in Western interpretatioffsThe
Soviet interpretations strongly underlined monogmks a crucial factor in Tsarist econdthy.
Soviet interpretation also emphasized the rolaadfistrial concentration, seeing it as negative
phenomenon which intensified economic gap betwéféerent social group&’ This concentration
was defined mostly as the increase of large ensepand the level of workers per plant, not the
concentration of enterprises themselves in cearns.’ Beside the state’s unsuccessful agrarian
policies, intensifying in the early 1900s and tiractural weakness of feudal legislative systera, th
concentration and economic inequality between wisrkad factory-owners were seen as defining

reasons behind the collapse of Tsarist state antktolutions of 1917

In the Western countries, the field of historidaidses on the Tsarist economic development has
received a handful of meticulous works. The proa#sadustrialization has aroused wide spectrum
of studies, theories and debates, especially so thieé Bolshevik revolution set the industrial
development in Russia into a divergent path contptréhe development in Western Europe.
Allegedly, the most widespread, though debatedyiméetations has been presented by Alexander
Gershenkron in his chapter@ambridge Economic Histomgn agrarian politics and
industrialization after the emancipation of senf4861° as well as his noteworthy essay
“Economic Backwardness in historical perspecti¢&/hich stressed the costs of societal
underdevelopment and neglect of agricultural orzgtion in the failure of the industrial policies of
Tsarist regime. Numerous works implementing anticezing Gershenkron’s thesis have further
deepened the understanding of Russian industnvallolement before the Bolshevik revolution.

I'® and

Macro-level analyses of Peter GatfelRoger Portaf, Dietrich Geyef’, William Blackwel
Olga Crisp® have been important general contributions in ilel fEspecially the role of foreign
involvement through financing, entrepreneurship othnologies in shaping the industrial

framework in Russian Empire and state policy hasnbeell emphasized by both Crisp and Gatrell,

68 Gindin 1927; 1960; 1968; Hromov 1950; LaverychevV4;%Shepelev 1981; Anan'ich 1988; 2006.
69 Lenin 1899; Hromov 1950, 4 - 5.. LyashchenkoQ9/10 - 412, 674 - 677.
70 Hromov 1950, 296.

71 Hromov 1950, 300.

72 Hromov 1950, 419 - 423; Lyashchenko 1970, 7881-

73 Gershenkron 1965.

74 Gershenkron 1962.

75 Gatrell 1982; 1986.

76 Portal 1965.

77 Geyer 1975.

78 Blackwell 1968.

79 Crisp 1976; 1978.
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while Blackwell has pictured stoutly the earliegrids in development of Russian economy.
Somewhat more statistical approaches by Arcaditmi2and Paul Gregofy have utilized much
of the available archival data in evaluating thargitative side of Russian industrial growth.
Gregory's work on Tsarist national economy in 1988® brought the theme of 18entury
development into the discussion of modern Russian@ny lit up by the collapse of the Soviet
Union. A more recent monograph addition by Nic@asilbef? continued to broaden the view of

Russian economy with transitional theme from T$anésiod to the Soviet era and beyond.

Numerous, and partly simultaneous works in busihesgsry and appeared in the early 1980s to
complement the social history of entrepreneursraacthants. Frank Rieber’s vast sttiiyn
merchants in Imperial Russia provided a valualdegint into development of coexistence of social
groups, while the analyses of Michael K&4eFhomas Owett and Jo Ann Ruckmé&fion business
elites, corporate capitalism and Moscow-based prereeurs have been widely applicable in
developing the idea of Russian clusters. An artidmpilation from numerous European scholars
has also widened the picture of entrepreneurs giigrio ethnic minority group¥.Largely in
consensus, these interpretations highlighted tleeafoactive Russian entrepreneurs in largestsitie
(especially in St. Petersburg and Moscow), who fdra new domestic group of industrial
proponents, still often hampered by the statidgtunisbns, conservative ideologies and bureaucratic
obstacles. Owen and Rieber nevertheless stresseddiall underdevelopment of Russian

corporate system and the major role of foreignegméneurship in Russian industrialization.

Owen’s works in 1991 & 1995 on corporate capitalisrRussia along with the publication of the
RUSCORP database freshly aroused the long-stantiioggh little actually covered topic of
geographical segmentation of Tsarist industrieenBfough the construction of railroads, often
awarded as the most fundamental innovation broogtity the industrialization in general, and its
effects in connecting the logistical network betwsparsely situated industrial centres in Russia
have been widely considered as key issue by schofarsarist economy, the actual research on the
underlying causes of geographical concentratiandaiistries have been largely left outside critical
guestioning. Furthermore, the research on induisteieelopment during the late Tsarist period has

generally neglected the regional aspect of vargienelopment paths that shaped the formation and

80 Kahan 1978; 1989.

81 Gregory1994; 2004.

82 Spulber 2003.

83 Rieber 1982.

84 Kaser 1978.

85 Owen 1981; 1995; 2002a; 2005. 2002a here ipranteof the original book published in 1991.
86 Ruckman 1984.

87 Dahlmann & Schiede 1998.
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operations of each industrial district, which ofteere thousands of kilometres severed from each
other. Few existing studies on geographical econoiT sarist Russia include James Bater’'s work
on the industrial structure of St. PetersBtiemd few edited article compilations on Russian
historical geography exist alongsideAlso industry-specific studies by lan Blanch&mh Ural

metal works and J.P. McK&yon Baku oil industry have implemented the geogiegiviewpoint

on the economy of Russian Empire, but still, therail lack of comprehensive studies in Tsarist
geographical economy prevails and translated istioworks on the industrialization of Kingdom

of Poland and Ukrainian territory are scarcely fitin

Despite the occasional fragmentation of works iariss economic history, an attempt to pinpoint
definitive cluster factors has relied largely or #iforementioned historical literature beside the
primary data from the RUSCORP. In many ways, tqgsgn utilized research literature have not
allowed an equally comprehensive analysis of exegjon and cluster which has caused in stronger
emphasize and more detailed examination of cerégjions, Moscow and St. Petersburg as obvious
examples. Whilst minor imbalances might appeatherpiart of historical accounts, the general
picture of economic development of regions in gtigdy complements and corresponds with the

macro-level progression of Tsarist economy duriveg1d’ century.

88 Bater 1976.

89 Bater 1983; Hamm 1986.

90 Blanchard 2000.

91 McKay 1984.

92 Poplawska & Muthesius 1986; McCaffray 1987; 1988gocsi 2010.
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3. METHODOLOGY

3.1 Primary sources

While modern industrial clusters have been reseaketith various approaches and source
materials, the choice for primary materials in stdvical study is not easily determined. In theecas
of Tsarist Russia, the task of collecting plausibdiable, and compact set of data for industrial
cluster research already narrows the approachrireraus ways. Various flaws exist in Tsarist
archival material and missing data for key variabileit the field of research and thus the
examination of several factors in cluster emergemzedevelopmerit To gain an insight into the
emergence and development of clusters of privaggocations, several minimum preconditions on
quantitative data are elementary, such as companacords of foundation of corporations,
information on their functional structure and gegarical location as well as some indication of
their size and survival over time. Considering ghescessities, a decision was made to select the
RUSCORP database as the main source of archivatialah this study, for it enabled the study of

most of these preconditions in compact and comngifbem.

The RUSCORP database constitutes a body of mackatzble information about 4543 for-profit
corporations found in the Russian Empfirieetween the years 1700 - 1914. The database was
created as a research project led by Thomas C. @unebtthe first version published by the Inter-
University Consortium for Political and Social Rassh (Ann-Arbor, Michigan) in 1989. The
information in this database was compiled mostyrfithe tsarist government archives and from
the imperial census of 1897 Notable amount of data is tracked from the impetarters, which
legalized the creation of a company and througlcivthe identification of each company has been
possible. The database in itself is divided infdestypes, which have been utilized to various
extents in this study. These file types includeagets on corporation charters (File A),
characteristics of corporations (File B), charastis of founders (File C), corporation existence

(File D)%, corporate managers (File £)and foreign corporations in existence in 1914e(F).%

93 Kahan 1989, 199 - 200.

94 Excluding the Grand Duchy of Finland, as Finrofficials had the privilege of chartering corpaoat in their

region.

95 Owen 2002b, 2; Full list of bibliographical soes of RUSCORP presented in Owen 1993, 39 - 40.

96 The data on corporate existence is drawn frawi8og corporate directories available only frohetyears (1847,
1869, 1874, 1892, 1905 and 1914).

97 Available only from the years 1905 and 1914.

98 Owen 2002b, 1 — 14.
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The primary datasets used in this study are Figmé B, which contains the ‘core’ data on
corporations that came to existence between thes y&#0 - 1913 in Russian Empire. Special
attention has been paid to the fields, which contafiormation about firms’ entry dates, industrial
functions and geographical areas of activity. Atscan extent, fields containing information about
the amount and share of corporate capital have bsesh although much of the analysis of
financial factors has been left outside the scdyihis study. File D serves as an additional squrce
but unfortunately for the purposes of this study dlata is available from only occasional years
during the whole 19 century period. Also, crucial data variables, sastiunction, location and
headquarters codes, are lacking completely foyé¢laes 1869 and 1874 and partially for 1892, so
that the decision was made to exclude a contincamgparative analysis based on corporate
existence dat&. The data on existing corporations from the mosilete year 1914 has been used

for survival analysis in chapter 5.

The contents of the RUSCORP database also largédyrdined the temporal extent of this thesis.
Periodical and continuous corporation data amawreased substantially after 1860s which
coincided with another turning point in Russianustlialization, the emancipation of serfs.
Sufficiently coherent picture of clusters did notrh until the early period of industrialization
between 1860s and 1880s and on the other endutheeak of the World War | severely disrupted
the economic development and corporate activitgoAhe further years after 1913 are missing
from the documentation in RUSCORP.

As a limitation in the compiling of RUSCORP, thdalan foreign corporations operating in
Russian Empire is excluded from the data file A Bndnd therefore appears on the study only in
minor role despite the importance of foreign eniegs in Russian industrialization. Secondly, the
database does not contain info about firms, wmdRussia were called partnershipgrgovye

doma and were not chartered in their incorporate fofime amount of these firms was counted in
thousands and had their economic value, but mtstly inconsistently documented creation,
merging and dissolution made them difficult to ird@ in the databas®’ Thirdly, numerous
companies were excluded from the database becétiseirdack of profit motive for stockholders

in their activity. As the two Russian most commoores for companyobschestvand

99 The compiler of the database notes also occasidrere corporations that were chartered in 183108 not
rechartered during their existence) are not meatiamong the existing firms in 1892, but reappedi9il4 listings. In
some of these cases, companies have been filladefgrence to other sources (such as Shepeley.10®en 2002b,
35-37.

100 Owen 2002b, 20.
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tovarishchestviave also connotations to “society” and “assocfithere were some “chartered

corporations® that in reality had little to do ierins of capitalist developmetft:

3.2 Analysis of clusters in the study

Unlike cluster analyses in the field of economidsali have often depended on quantitative
source$”, a historical study has to rely also on qualimteurces if the temporal atmosphere is to
be comprehensively understood. This is especially ih the case of Tsarist Russia, where many
important aspects of development might be left autiprominence or too easily subjected to
neglect or omission in mere quantitative form. $hene applies to the development of Russian
clusters. Another factor which prompted the in@uasof qualitative analysis was the period of
industrialization which is generally not presuppbsethe Porterian cluster model. Furthermore,
instead of studying a single cluster through aqueaf emergence and transition, the decision to
study all the major clusters of the Russian econfrged the observation of different stages of
industrialization in different regions. During thalf a century period of study some regions started
their cluster development from scratch while othead already established a favorable
environment for further growth. In order to demoats the regional differences in backgrounds and
paths of development in each cluster while stihaid the Imperial framework of industrialization,
the chapter 4 broadly outlines the three perioditages of Russian industrialization while at the
same time examines the development of major indiislistricts while bringing along the

statistical data from RUSCORP into the analysigrofvth. Explanatory factors for growth figures

are provided from secondary literature rather thaough use of quantitative methods.

While the RUSCORP database contains valuable irdtom on the development of Russian
corporate clusters, but the data itself does restera comprehensive picture on clusters as such.
The information about the corporate emergence d@datdslata on locations and functions certainly
points the researcher to the potential clustersalfurther inspection is needed to separate actual
cluster structures from groups of local corporatjamhich don't meet the attributes of the cluster
concept. This poses challenges especially in the chMoscow and St. Petersburg, where even
several simultaneously chartered corporations dipgravithin the same business sector might not

have co-operative links due to the multiple indefeem and operational market areas in a relatively

101 Owen 2002h, 21 - 22.
102 Kenney & Von Burg 1999; Klepper 2007; Buenstiflepper 2009; Boschma & Ledder 2010; Wenting &
Frenken 2011.
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large city:°® Some features of cluster benefits can still, tihoig attributed to the large centres
even within non-clustered, but fertile industri€hese include factors, such as market development,
better availability of skilled and experienced labéorce through geographical attraction and local

competition™®*

The chapter 5 consists of further examination ag$Ran industrial districts by several cluster
defining attributes. Such attributes, which coutddistincted from several sources alongside
RUSCORP, include the availability of skilled lab@urd personnel, the impact of institutions,
spinoffs, technological knowledge, industrial ongation and role of innovations. These attributes
are all linked to the modern implementation of tdugormation. However, to credibly pinpoint the
major factors behind emergence and developmensarfist clusters, additional attributes of
logistics and foreign influence are also examir&dlowing the idea of inverse relationship of
concept’s intension (defining attributes) and esten (concepts which the attributes fit irff8)n
examining the Russian clusters, the goal is to seékvhich attributes did play a role in formation
of Tsarist clusters and do these attributes mdwobet which have been used to define clusters in
modern economics. Even though the available soaneerot fully sufficient for comprehensive
analysis on part of some the clusters, the reshtisld provide intriguing viewpoints and
grounding for further hypotheses on both, the oblmdustrial clusters in Russian Empire and the

credibility of cluster concept in explaining ecorioraoncentration in historical perspective.

3.3 Limitations of the study

The chosen macro-level approach of this study marisome features of analysis of clusters outside
the examination of cluster formation and life cgcl&n attempt to pinpoint comprehensively the
cluster formation factors in each region would iegja multitude of articles and a long-term access
to local archives. Additionally in this study, seslepossible primary sources, such as contemporary
newspapers, descriptive cartographical materiald@cal archives, were excluded due to the
limited scope of this thesis, although some supplging information might have clarified the
elements of periodical cluster development. Furthsearch on the topic would essentially profit

from their inclusion.

103 For example, the relatively numerous chemietidries occupied a prominent place in industtiaicsure of St.
Petersburg, but did actually situate apart fronheztbher and thus were agglomerated less than #rage
industries. Bater 1976, 103 - 104.

104 Porter 1998, 81.

105 Sartori 1970; Mahoney 2004, 94.
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For the purposes of studying cluster emergencdifenclcles in Russia, the primary source data in
RUSCORP offers sufficient amount of data for thigly approach. Many elements of a more
specific research approach on areal details howéleunavoidably outside the resources of
RUSCORP data. Relatively little additional informoat has been possible to conclude from
RUSCORP entries on differences of corporate cuiturarious regions throughout Russian
Empire. The data on company emergences itself ¢draosed as such to determine vertical or
horizontal supply-chain connections between cotpmma if more accurate information about their
intra-city locations is not available. This poistvisible in the relative absence of supply-chaid a
inter-corporative network analysis, both factorsalirare highly relevant in the clustering theory.
While it has been possible to amass some geneted no these elements from the secondary
literature, a more detailed examination on thepe@ts would also deserve further attention in

possible regional-level studies on the subject.

In addition, the regional cluster examination iis tstudy largely ignores the development of single
corporations. Although some examples in Tsarisheoty showcase the role of large corporate
entities, such as Putilov and Obuhov metal facsaneSt. Petersburg or the Nobel Brothers oil
company in Baku, measurement of single corporatielaive to the quantitive firm entries in
RUSCORP would have created difficulties in evalugitand comparing different clusters in a
balanced and unambiguous way. Further obstact@darteasurement was due to the unreliability
of Tsarist-era standard accounting practitesvhich led to the decision to minimize the use of
capital variables that are presented in RUSCRRIso an important factor that affects cluster
formation, but is largely ranged outside this stigdgorporate merging. Although it forms an
important element in business organization anctimeentration of Russian enterprises, the data in
RUSCORP database does not contain sufficient irdtion on merging corporatiod® Soviet
interpretations considered corporate merging assaantial feature of monopolies in iron working
and textile industry which simultaneously both eased the amount of large factories and
combined several stages of production under the sampany+°° This merging process was
especially fast during the economic crisis in 190903 and thus was interpreted so that the most
powerful industrialists actually advantaged frora #tonomic recession which heavily fell on the

shoulders of workers®

106 Owen 1995, 7.

107 Owen 1995 presents some quantitative analgbgag on these variables.
108 Owen 2002b, 38.

109 Hromov 1950, 305 - 306

110 Hromov 1950, 307 - 309, 311.
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4 THE DEVELOPMENT OF INDUSTRIAL CENTRES IN RUSSIA 1 860 - 1913

4.1 Background of industrial development

From geographical perspective, industrial and @néreeurial activity in late Tsarist Russia was
highly centralized. In the same way as the adnmatise power of the state was mainly
concentrated in the two capitals of the EmpireP8tersburg and Moscow, the share of corporation
headquarters was exceedingly high in these twescitn the table 1 is presented the regional
distribution of corporations in Russia between 1866 1913 and the share of corporation
headquarters relative to the amount of corporatioesch area. According to the statistics, more
than a half of all corporations were administretedn the capitals, while they themselves
experienced almost one third of all corporate emrgs.

Table 1. Chartered corporations and corporation headquarters in Russian Empire 1860 - 1913

REGION Corporations % Headquarters % HQ/CORP.-rate
Ukraine 863 20% 762 18% 88%
Western Russia 71z 17% 337 8% 47%
St. Petersburg 649 15% 1298 30% 200%
Moscow 606 14% 884 21% 146%
Poland & Belarus 504 12% 491 11% 97%
Baltic Region 257 6% 213 5% 83%
Central Asia 202 5% 98 2% 50%
Caucasus 153 4% 70 2% 43%
Siberia & Far East 92 2% 29 1% 32%
Not-classified 245 6% 101 2% 42%
TOTAL 4283 100% 4283 100%

Source: RUSCORP

The table data indicates that the corporate capitadeveloped further in the European part of
Russia, while more remote eastern regions expeaterather low level of entrepreneurial growth
and stayed mostly underdeveloped peripheral cadohigck of numerous economic assets
(administrative environments, access to finan@bkpads and other transport routes etc.) in the Fa
Eastern and Central Asian regions discourageddttieisment of remote headquarters partly

contributing to higher percentages of HQ/CORP.g#&tevestern areas and in overall it can be

111 Detailed region classifications found in thepApdix.
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noted that corporate capitalism was limited to athall areas in the western part of Russia and
therefore modernities of industrial developmengirareached peripheries. Central and western
areas of the Empire were also crucial in the foromabf Russian business environment during the
19" century and therefore highly influential in theesad of competitive and sophisticated industrial

culturel*?

Another distinctive feature of the development ¥qte entrepreneurship in Russia is that until the
year 1860, only 259 chartered corporations had beeristence since 1704 and the reign of Peter
the Great. Out of these 259 corporations, only @& were established before 1830s, so that the
amount of 217 new corporations between 1830s amgighr 1860 suggests that the transition
towards private entrepreneurship was already stgrélbeit slowly, before the Emancipatidn.

Of the major branches of industry that would folma tore of Russian enterprises later in the 19th
century, textiles and metallurgical companies anted for about one fifth (8 corporations), while
the others were mainly wholesale and trading comasa(), fishing & hunting firms (9) or

insurance companies (6).

From the 1830s onwards, the amount of chartergabcations rose with 69 companies chartered
between 1830-40, 35 in 1840s and 113 in 1850s. Watetransportation (42 companies), textile
production (44) and insurance agencies (21) wemngrthe top business emergents during these
decades, although especially among insurance cdewptire average lifespan was relatively fgi.
Despite the gradual introduction of railroads i4Q8 50s transportation firms emerged mainly
within maritime and steamship business, mostlyaitiB Sea region (inc. St. Petersburg) and river
areas. Textile industry was located predominamti$ti Petersburg and in Moscow, the latter which
was more of an administrative center for regiondlitries than production zone of its oth.

Some insurance firms emerged to support maritianetrand also offered fire insurances in the

capitals.

Despite the low number of corporate enterprisdsastbeen argued, however, that the early period
of industrialization in Russia could be dated algeto 1830s, especially if production among the

rural proto-industrialization ankuistarare considered as early signs of industrial grdwtm this

112 Porter 1998, 80.

113 RUSCORP.

114 RUSCORP; Owen 1995, 19.

115 RUSCORP.

116 Proto-industrial manufacturing establishmentslkastarindustry did not have corporate charters and xckided
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sense, if proto-industrialization is plainly underxi as conversion from the production of
household items to market production of these satiites and materiafs’, the Russian form of
rural industry kustar, was a common way among peasantry of applyingpratustrial methods in
order to implement their agricultural income. Saniforms of proto-industral manufacturing had
developed also in the Western European countries fhe 18 century onward, although in the

19" century their role in the economy had largely diistied due to the more rapid industrialization
compared to the Russian Empif&Kustaror cottage industry was a non-factory manufacturing
sector within Russia, which consisted of small-s@hftsmanship production of goods for various
needs of peasant market and trading, such as ootistr materials (timber, tar, bricks, ropes etc.),
textiles (silks, lace, cotton cloth), furnishingnsils and woodwork goods required in the daily lif
of agriculture. In Russian Empirkustarindustry was common occupation among the rural and
agricultural workers and their products were oftethe supply-chain for local factories, which also
meant that the cottage industry was affected byrisoand recessions during the 19th century. In
pre-emancipation timekustarindustries were often encouraged by estates d@utroy the local
nobility, who sought to increase the amount ofexitible dues by assigning artisans and workmen
to manufacturing occupation®’ The industrial growth experienced during the kiti@if of 19"
century generally deteriorated the positiorkas$tarindustry, but there were notable exceptions
usually depending on the efficiency of mechanizatiocutting costs and producing better quality
goods able to compete with factory production. &ample in toy industry the machine-powered
factories couldn’t replace existik@istarproduction, while in tar-distilling and charcoabpuction
the introduction of capitalist enterprises causewit collapse of existingustarhandicraft-*°
Although it has been difficult to accurately meastire production output levels of cottage
industry, some estimates indicate that the amoiwbrkers within the sphere &ltistarindustry

was from 4 to 10 million in in 1880s and remaineauad 4 to 5 million (around 65% of total
industrial employment) till the beginning of tweetti century** As an example, around half of the

cotton weavers in Moscow in the years 1898 — 196fetkwustari working in small weaving houses

from the RUSCORP database.

117 Rudolph 1985, 49.

118 Clarkson 2003, 103. Jan De Vries has argusdritVestern Europe both the supply and demamaaoket
commodities of the households increased preparagtesthe industrialization (see De Vries 1994, 2256).
Whether the changes of demand and supply pattehinddustarindustry in Russian Empire had a role in the
development of the peasant market towards indugi@uction is an interesting question, althougg ¢alculation of
its influence may prove difficult due to the incatent documentation and falls outside the scophisfstudy. Nicolas
Spulber notes that Lenin regards Kustarindustry as a developing phase of capitalist degdion which also raises
interest on the role dfustarcompared to De Vries's interpretation. Spulber2®.
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and another half were employed in factoffés.

Before the age of private enterprises in post-Enpation era, the state controlled factories formed
the core of Russian industl§? During the 18 century, gentry entrepreneurs had also
complementing products for domestic market, sudiagious textiles and paper products, which
were also exported to annexed territories in Crin@=orgia and Caucasus. Demand for textile
products aroused largely from military orders, &lgb the increasing population stimulated the
production of cheap fabrick* Some early trends of the Russian industrializaliefore 1860 can

be viewed by examining the history of state-owneal thining industry. Established during the era
of Peter the Great, Ural region superseded Tutheasenter of metal-processing and metallurgy
during the 18 century and already in 1767 76 out of 120 Russigte-controlled metal producing
factories located in the Ural$’ The factories were administrated by nobility omstimes foreign
managers and operated by serf labour. Also thettymtion rate depended on the needs of the state
and raw material exports, which discouraged inriegatfforts and restricted the scale of products.
By the mid-19' century, rising production, transport and labasts as well as lack of adaptation

of new technologies led to the emergence of Ukaaimhetallurgy and consequential decline in Ural
region. The long period of stagnation became evidaring the early period of the railroad era,
when the Ural metal supply proved unprepared acapable to meet the demand of various rolling
stock product$?® Only from the 1880s on did the Ural mining arese back encouraged by

favourable tariff policy and increase in produdsivi*’

4.2 Early period of industrialization 1860 - 1880

The age of railroad construction in Russia stant#ld accelerated pace during the decades
following the lost Crimean War (1853 - 1856). Thats had acknowledged the need for industrial
development as a necessity to uphold military pawéie aftermath of war and the construction of
a nation-wide railway network was set as the magsnemic goal of the Empiré® Not only had

the railroad construction its military functionsfio simultaneously integrated economic markets

122 Suzuki 1993, 45.

123 Shalmina 2008, 82.

124 Gatrell 1986, 145 - 146.

125 Lyashchenko 1970, 303; The numerical data ctofi@s and plants may alter due to inaccuraciggfimition,
which sometimes fail to separate small-séalstarironworks from factories as well as state entsgwiof private ones.
Another figure of 84 factories in the mid-18th aamtis also mentioned by Lyashchenko.

126 Blackwell 1983, 418; Gatrell 1986, 145 - 14@hién 1989, 19.

127 Kahan 1989, 20 - 22.

128 Spulber 2003, 3 - 4.
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and eventually provided access to far-away regioi@&beria and Central Asia. The first major
boom in railway building started in 1865 and lasi®d 878 during which the total track length
increased from 3800 to 22400 kilomett&5At the same time the “railway mania” of 1870s
stimulated growth in other industrial sectors, sashmining and machinery, which were also
promoted financially by the state to decrease #peddency on imported materials. From the early
1860s till 1880s Russia had only few sources ofekim rail and rolling stock products or
technological skills required for their producti@o, the state had to rely on imported goods from
Europe and relax its restrictive taxation and tamficies’*° Foreign investors contributed
significantly to the financing of railroads, temgtey state guaranteed bonds, issued by Russian

government3!

While the railway building boosted economic growtid increased the pressure for reforming
economic institutions, it also generated demanchéw branches of domestic industry. Urals metal
producers had held a major share in the supplsoafproducts in 1850s, but were unable to meet
the demands of railway construction until 1880s emacentrated more on non-rail metal products,
whose main customers were witlkinstari Ferrous metal imports from Western European
countries, such as Sweden and England, remainggnificant role in railway construction until

the end of Russo-Turkish War in 1879, when the Ruaswsinistry of finance, forced by the
international market crisis and problems in Russialvency, issued stricter tariff policy on

imported rails and metal products.

The role of the state in shaping of post-Emanagpaitndustry was preponderant, but its basic goals
and aims through the reforms were largely of pmitand military nature. Geographical realities of
Empire's size and long unguarded borders mixed déttentralized and poor agrarian population
posed major challenges for the state, which sawsim@lization primarily as a way to strengthen

its external political power and to overcome domegstoblems caused by social and economic
backwardnes§® In many ways, the accelerated railway construdtlostrated the links between
state and domestic production and on the other baedll process of industrialization. Railways
required new forms of capital influx, which wereaufa from the foreign investments and balanced

through increased grain exportations. At the same, tstate attempted to invigorate domestic

129 Gatrell 1986, 150; Kahan 1989, 30.

130 Gatrell 1986, 150 - 151; Blanchard 2000, 1@qliger 2003, 126.
131 Kahan 1989, 29.

132 Blanchard 2000, 108 - 114.

133 Blackwell 1983, 377 - 378.
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industries with protective tariff policy and suppoertain new industries essential to railway
constructions. Eventually, the challenges in refogrdomestic industry led to a dependence on
foreign credit, which further increased the pressafrmaking the ends meet through increased
taxation and grain exports?

Figure 1. Industrial centers and railways in 1875.
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Despite the emergence of new markets and extensfaagway connections into new regions (see
Figure 1), the decades between 1860 and 1880 #kanchange in the leading economic and
corporate role of the two capitals, Moscow andP8tersburg. As well as being most populated
cities, the amount of new corporations in both sasgas more than twice (76 in Moscow, 102 in St.
Petersburg) compared to the third biggest corpaeaien (Podolia with 37 chartered

134 Blanchard 2000, 113 - 114; Spulber 2003, 57.
135 Adapted from White 1975, 3.
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corporations}3® The early 1870s, coinciding with the railway constion boom, saw a large influx
of companies in the capitals, which neverthelessegaowards the end of the decade (Figure 2).
The decline of emergence wave after the peak yedicsates however that the economic influence

of railroad system was not instantly cumulative, fmone to the economic cycles.

Figure 2. New corporations in Moscow & St. Petersburg 1860 - 1880
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The functional structure of the corporations initap gives an insight to Russian urban
environment during early industrialization. Essalhtithe most important business sectors in both
St. Petersburg and Moscow were food industry, fir@rsector (banks and insurance companies)
and textiles. In Moscow, these sectors amounteduah as 70% of the chartered corporations,
while the respective figure in St. Petersburg w2 4*’ In Moscow, the emergence of six large
banks between 1866 and 1871, such as Moscow MdrBlaak, Moscow Industrial Bank and
Moscow Commercial Loan Bank could not have beesiptesswithout state's involvement and
support, which arose largely on the need for cfeditailroad constructions2 Also various

storage, loan and credit agencies appeared irathe870s, which provided additional support for
financing new industrial enterprises. However,rike of the banking sector in terms of
concentrating and distributing capital was sigmificand the overall current accounts in banks
increased from 350 million rubles in 1861 to 2758iom rubles in 18733 Food industry

consisted mostly of small-scale brewing and sugarpanies with average entry capital of less than

136 RUSCORP.

137 RUSCORP.

138 RUSCORP; Owen 1995 32 - 33.
139 Lyashchenko 1970, 491.
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1000 rubleg®° In the context of later in focentury development, the emergence of these
corporations did not drastically alter the tradiabnon-chartered forms of food supplying and
trading in the city, but nevertheless was a stgrsign of a more organized business structure
within the frame of food industry. However, withixtile industry the share of company entries,
which was 39% of all corporations in Moscow, suggdisat the impact of industrialization had
started to change the business environment inithel@xtile enterprises required a large amount
of factory workers, which could be obtained onlyrirthe countryside with the movement
restrictions eased by the Emancipation'4cThis accelerated the urbanization of the city alomg
with the rising land costs, Moscow started to gimwh in population and in size. Textile industry
in Moscow wasn't as stressful for the urban cityteeas it could have been, for many of the
factories headquartered in Moscow were establish#te outskirts of city or in the nearby
regions**? Another factor, which partly limited chaotic urligation was the existing internal
passport system, through which the residence pgohivorkers in cities could be controlled by the
authorities-* This, undoubtedly, had an impact also on the lefielpertise of the workforce, as
the mobility in and out of factory employment radisuld be high. Textile industry of the early
industrial era was also vulnerable to breaks irstiyply of raw material until the development of
railways. It can be seen from the Figure 2 thatethidy 1860s the textile industry went through a
period of recession, largely because of the Cialr\ivi the United States, from where most of the
raw cotton was importet? By the end of the year 1880, however, with develept of the import
routes the amount of raw cotton imports had rise82,000 tons annually from the average figures
of approx. 40,000 tons in 1855 - 1860 (18,000 wumng the American Civil War}*

In St. Petersburg, the corporate development dur@@® - 1880 did not follow on identical lines as
in Moscow, although the early industrialization oght along many similar phenomena. The
functional division of the chartered corporatiorsswnore diverse, which indicated more versatility
in commercial possibilitie*® In addition to the aforementioned industries, \ahionsisted 43% of

106 corporations and in 1867 accounted about 508teoémployed workforce (approx. 17000

140 RUSCORP.

141 Before the reforms of 1860s, several manceidile factories were operating in the countrysidéizing serf
labour and relying on labour-oriented practices myathual production. The emancipation of serfs andement
towards hired workers forced the decline of these§ of industry, as they were unable to competk thie private
corporations with more mechanized production methddsashchenko 1970, 477.

142 Bater 1983, 291.
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workers), more than 5 firms were established in chemicalsty, paper and lumber industry,
transportation, stone, glass and clay industrycamstruction industry*’ Also the metal industry,
which would prove to be the leading growth seatoRussian industrialization, was starting to
develop in St. Petersburg, with 29% of the workéoeenployed in 1867 and the notable Putilov
metal enterprise being found in 1868 (charteretBin2)*®

St. Petersburg's naval and political location whasic element of the capital and had its' profound
impact on the economic structure of the city, whitide it the most industrialized city in thé"19
century** It served not only as a waypoint of the foreigade and import, but also attracted
entrepreneurship and industrial workforce and araeregion for states' financial suppdtt.

Already a leading center in shipbuilding, armamemd transportation services, the decades
between 1860 and 1880 saw an increased emergenugtitude of branches of industry, which
shaped the commercial structure of the capital.

Table 2. New corporations and main functions in major regions 1860 - 1880 ***

REGION Major sector Share of local HQs Corporations
Warsaw 9 (food industry) 100 % 20
Kiev 21 (food industry) 91 % 33
Riga & Livland 6 (textiles) 90 % 20
Kharkov 9 (food industry) 75 % 16
Odessa 5 (finance) 90 % 20
Podolia 32 (food industry) 68 % 37

Source: RUSCORP

Some areas of corporate activity can be found deitie two capitals, although their significance
in absolute terms was far from the level of Mos@wd St. Petersburg. What was also noticeable
in these centres, was that usually the major gramdhstries were in distinctively leading role in
the corporate emergence statistics. As noted ie @tonly in Riga and Odessa, both important
regional centers of trade, the largest industryssetas less dominant and the corporate functions
more divided. In the south-eastern regions, thé $iegar industry held a major role in the share of

new companies, especially in Kiev and Podolia.

147 Bater 1976, 93; RUSCORP.

148 Bater 1976, 93; RUSCORP; Grant 1999, 24.

149 Ahonen 2005, 48.

150 Owen 1995, 39.

151 A more detailed definition of region and funativariables can be found in the Appendix.
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Many of these were regional centers in the westemRussian part of the Empire, such as Kiev,
Riga and Warsaw, and thus influenced by the indugterformances and economic traditions in
European countries. Each of these regions had cto#acts to Western Europe and particularly to
Germany, from where entrepreneurial knowledge, vations and skilled workforce spread across
the border in to these industrial centers. Alseifpr capital available from the European countries
played a significant role in the formation of Engrwestern economic centf&sThe strong
regional features of economy are reflected in theunt of Moscow/St. Petersburg-headquartered
corporations which was insignificant, approximatilg companies per regidfi As seen in the
table 2, local headquarters were a predominanifea@f new corporations in all of the centres,
which shows evident vitality of regional entreprership. The new methods of transportation
certainly had their effect on the grown amountahgpanies in these regions. By the year 1875 the
railroads had been extended to all major entrepirgadecenters and with the exception of Warsaw
and Kharkov, all of the centers were also connettigde main canal and waterway network of the

western part of the Empiré?

Regional preconditions for skilled workforce, instrental to industrial development, varied widely
in different areas of the Empire. After the Crim&far, it became evident that the rural system of
Russian Empire had to reform. On one hand, theadpo&liberal values among highest ranks of
society reaching Russia from the Europe continoeadfect the autocratic system and demand
legislative reforms, but on the other because ®finbreased need to develop traditional and feudal
social structures in order to develop country'sneatic and military sectorS® The emancipation

of serfs in 1861 freed the peasants from undeowreership of gentry or state farms and eased the
residence restrictions, which enabled movemeneasants in and out of provinces and seeking
professions in the urban centres. In the counteydidwever, it actually strengthened the existing
communal order as the peasantry had to deal wathathd redemptions and redistributions, brought
on by the reforn}>® Due to traditional social hierarchy, many of tleagants who went to work in
factories in cities were nevertheless economicaily culturally tied to their rural communes. Even
after a lengthy period of living and working in arbenvironment, migrant peasants and their

families were to return to their villages due te ttes to village commune and restrictive passport

152 Blackwell 1983, 379.
153 RUSCORP.

154 White 1975, 3.

155 Spulber 2003, 13.
156 Suzuki 1993, 42.
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system>’ For the peasants engaged in industrial tradesnEipation Act projected a tendency to
move fromkustaroccupations to factory work, contributing to therepreneurial performance with

the spread of industrial skilf®

From the educational perspective, the emancip&idaha positive impact among the lower grades
of the society. This was especially visible in thereased rate of elementary education, mostly
organized through rural school system, which wegelg underdeveloped and neglected during the
pre-emancipation period. The higher educationditut®ons and the amount of trained specialists
still, however, lagged far behind the needs of stdalization and partly the government's attempts
to block social advancement through education \Wweréering the development of higher
education>

Between 1860 and 1880 Russian economy experientadstional trend of mixed state of
economic growth. While largely still relying on && production forms and networks of the pre-
emancipation economy, numerous factors of indugir@avth had started to shape economic
structures, such as mobility of workforce, adaptatf new methods of production, new spatially
diverse market areas and demand for previouslg-litilized raw materials. To summarize the
development of centralization during the years 186880, it does seem that the emergence of
corporations, especially during the latter decageadled a starting period for regional groups of
firms in several areas. In western parts of Rugg@ying food industry, mainly in the form of beet
sugar refining gathered industrial actors to cartgaographic locations fortifying the accumulation
of industry-specific knowledge and resources a$ agshaping the local industrial atmosphere.
lllustratively the first noticeable industry thagwloped forms of an industrial cluster was one
based in agriculture and food production and thaosety tied to traditional occupation in Russian
Empire. In addition, the fact that beet sugar itjusas predominantly located in countryside
rather than urban settlements suggests that tienedgapitalism in Russia was not only an urban
phenomenon but also one developing alongside imaditprofessions. This was the case in Kiev,
where most of the 18 sugar firms located in theétsu sections of the region, although often
administrated from the cit}f® Spatial proximity was also general trend in SteRsburg’s clusters,
where in food and tobacco industry especially shivatis tended to agglomerate and the evidence

from the year 1867 suggests that nearly all firrntk @0 or less employees situated within 3

157 Burds 1991, 79 - 81.
158 Rudolph 1985, 53.

159 Kahan 1989, 168 - 178.
160 RUSCORP.
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kilometre distance from their nearest neighbStiAnother theme that commonly repeated in
cluster development until 1880 was the quick terapemergence in times of enhanced industrial
conditions, one of which was the extension of raywmetwork from Moscow-Kursk-line to Kiev in
1870%%2 For example, in Podolia 23 out of 32 sugar fimese found between the 2-year period
1873 - 1875, which points to the theory of clusterergence through creation of local external

business opportunities, highlighted in the modéuster emergence theorits.

In Moscow, the emergence of 28 textile firms werganly a compact cluster if compared to the
textile industry entries in the entire Empire, i#4atal. Being the city with strongest business
traditions and location favourable in terms of nedrkreas and skilled labour force, it is no wonder
that Moscow happened to be the first region foreapance of new industrial sector. To phrase it in
another terms, however, it can be noted that anMascow did the environmental and economic
requirements enabled the rise of textile industeyeloping steadily during 1870s to a cluster of
multiple chartered companié¥. Therefore, while remaining cautious on the questibether the
state of textile industry marked new level on Magsoindustrialization, the era of clustering

industrial firms in capital had certainly started.

4.3 Industrial growth 1880 - 1900

The last two decades of the 19th century saw fuedaahchanges in the patterns of economic
growth and industrialization all over Russian Erapin many ways led by the governmental aims
for development of internal transportation netwatabilization for currency and balance over
import/export policies and stimulation and protectof new industries, Russia experienced major
changes in its' economic structures, which on @melhraised new industrial branches, but on the
other had significant costs for Tsarist system somety'® Also the economic importance of
foreign relations grew massively during the latéhl@entury. From the state's point of view,
availability of foreign capital was essential ifin@ad construction, which peaked in the 1890s.
Although railroads and internal transportation werienarily military goal for the government, they

were invaluable aid for industrial developméfit.
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Another way to raise capital to support industzeion was agricultural taxation. In the last
decades of the f&century, the high taxation on agriculture and Irpapulation and risen
consumer prices due to the protective tariff polaig majority of the burden of industrialization o
the lower levels of the societ§’ Major share of the severe taxation on agricultpoulation
originated from the times of the Emancipation Adben overvaluation of peasants’ land ownings
relative to their net production capability ledatdongstanding poverty of peasants and slow
accumulation of private capital, and thus slowdamwthe development of domestic market
demandPeasants’ attempts to acquire more land to meittéhxeobligations led to increase in land
prices, which further deteriorated the situati3hBy the 1880s, the relation between market prices
of land and the redemption prices had changed hemawd it seems that the disadvantages of
earlier land prices for peasantry had diminishedithe rise in agricultural productivity was able to

compensate the tax burden and thus increase psaaibegs-"’

The state interests and economic policy in 18809@Ds channelled largely through three
influential Ministers of Finance: Nikolai Bunge @3- 1886), lvan Vyshnegradskyj (1887 - 1893)
and Sergej Witte (1983 - 1903). For the Russiareprneneurs, the Ministry of Finance and its’
activity was an important factor, which constitutad forms of state versus private ownership
rights and through its investments and legislasiopported or complicated business. Bunge,
Vyshnegradskyj and Witte all saw the promotionnafustrialization as one of their main goals
during the time at the office, by both subsidizessgential industry sectors (often aligning with
military interests) and trying to secure the finahoeeds for development of industry. During the
reign of Bunge, the Ministry’s policy towards emreneurship was non-interferential in terms of
labour rights question, while at same time Minigaged pressure to make the ends meet in the
state budget, as Bunge’s effort to ease peasamdny’surden without further loan commitmeht3.
After the resignation of Bunge due to fierce opposiof the entrepreneurs towards new labour
code in 1886, Vyshnegradskyj stepped up in thetipasand was able to eliminate the budget
deficit by the year 1890 through harsh measuresauring massive trade surplus by grain exports,
although that drove the peasantry into an extrerigiy situation and even famine in 1891 - 1892.
Vyshnegradskyj’'s approach to state economics wagezhby conservative and nationalist views,
stressing Russia’s independence from Europearatiapitand leading role of the state in industrial

policies. He also launched the effort to stabitiziele by increasing gold reserves, which built

167 Gerschenkron 1962, 17; Kahan 1967, 477; Spaib@s, 60 - 61.
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ground for later monetary reform in 1894 - 1897.

As one of the most debated Russian statesman tdtthéd' century due to his intensive industrial
policies, Sergej Witte has been largely creditadtie massive economic growth (approx. 4.7%
annually in total product in 1892 - 1901, 5.5% aaihyin industry in 1887 - 18979 and rapid
development of railroad network and individual epteneurship during his time in the offitéIn
principles, Witte’s policies followed mostly in tlsteps of Vyshnegradskyj, carrying on with the
monetary reform and a shift to gold standard in41&®th outlined by his predecessor. Unlike
Vyshnegradskyj, however, Witte based his fiscaigyabn the development of heavy industry, not
the exports and growth of productivity within agditiral sector, which was in disarray after the
famine in 1891 He also pursued the existing tariff policies mageilexander Ill in 1891 and
further tightened taxation system in order to fizeathe rapid industrialization> Witte sought to
modernize and expand the transportation networkedlsas encourage entrepreneurship by
subsidies and state support. This applied evethédewish entrepreneurs, who were excluded
from the otherwise neglected discrimination campsiggainst Jewish population. Also in the
factory labour issues, Witte took side of the gmeaeur, making the factory inspectors agents on
the side of factory employers’ rather than the immtes’.>® By the year 1903 however, Witte's
severe industrialization program had reachediitst$ and the disastrous situation of peasantry

combined with governmental opposition forced hggeation.

Witte’s heavy industrialization program arousedeavitkbate in contemporary political discussion.
Witte himself argued that intense state investminteavy industry, railroads and mining, largely
neglected sector in economy relative to its neanlymited resources, were the key to success
instead of agricultural growth. This evoked criimi from contemporaries who, while impressed by
the pace of railroad constructions, claimed thetéd economic policies were too severe and
culturally harmful for Russian society, especiallggriculture as the main base of state economy
was treated as secondary objecti{/ewitte was determined that the nationalist goal$safrist

politics and the rise of Russia up to Western stestgleconomically and militarily could be only
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reached if Russia realized its industrial poterifialn 1900, the State Comptroller General Lobko
verbalized in his report to Tsar the prevailing lpibpinions that the so-called “Witte system” was
responsible and had deepened the ongoing econaisig; blaming the artificially created and
excessive industrial growth as an outright culfmitdeteriorated welfare of Russian population as
well as claiming the equilibrium between industngalomestic market unsustainabi2Also the

increased dependence on foreign credit supply rasfiebtedness was blamed on Witte’s politics.

The question whether Witte’s line of finance pohegs a success remains debatable among
scholars of Russian economic history. Peter Lyasshioh largely credited the steep increase in
government debt to Witte’s policy and albeit redagmg the high rate of economic growth, saw
rapid industrialization in backward institutionsdfmework retarding the economic development
further towards “imperialistic” form® Theodore Von Laue saw Witte's attempted polieies
gamble with high cost and high rewards. At the timeclear answer could be found on which was
the right path for Russia to develop and induszgalOn the evidence of corporate development
(see table 3 on new corporations 1880 - 1900),&/iteign in office was beneficial in both
structural and numerical terms, as diversified tedist economy was accompanied with emergence
of new industrial centers. From another perspecthaugh, Witte's legacy in 1901 included major

industrial disorders, severe agrarian crisis aextély critical political oppositioff*

For Russian corporations, a mere comparison in eompmergence figures gives a quite straight-
forward illustration of the industrial growth volnin the last decades of"18entury. The total
amount of new corporations compared to the eatkeandes 1860 — 1880 increased almost three-
fold (from 608 in 1860 — 1880 to 1501 in 1880 —@PPringing along numerous new industries and
economic centre¥? In the table 3 is presented similar statisticsrfabe previous subchapter) of
the firm entries in main areas of industrial atyivas well as growth percentages compared to the
earlier two decades. Picture of strong geograplicahtralized economy with dominating two
capitals remained, with 2/3 of the new corporatilmesited in 15 largest regions/industrial centres.
The share of Moscow- and St. Petersburg-based iaipos decreased slightly, but still accounted

approximately one third of the total.
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Table 3. New corporations in 15 largest industrial centers 1880 — 1900

Region Major sector Share of local Corporations Growth index
HQs (1860 - 1880=1.0)

Moscow 74 (textiles) 98% 221 2.9
St. Petersburg 28 (textiles) 98% 184 1.8
Warsaw 18 (metal industry) 93% 86 4.3
Lodz/Piotrkow 38 (textiles) 74% 76 25.3
Kiev 42 (food industry) 97% 70 2.1
Riga & Livland 10 (textiles) 97% 61 3.1
Odessa 18 (food industry) 91% 56 2.7
Ekaterinoslav 14 (mining) 48% 48 4.0
Vladimir 35 (textiles) 52% 42 4.2
Baku 27 (petro-coal industry) 51% 39 13.0
Kharkov 12 (food industry) 79% 29 2.4
Don Region 6 (food industry) 68% 28 2.2
Courland 4 (food industry) 50% 18 3.6
Podolia 18 (food industry) 61% 18 0.5
Reval & Estland 4 (paper, lumber, timber) 65% 17 2.1

75% 993
Source: RUSCORP

Even among the top 15, few main centres can benéoed by the high percentage of local
headquarters. Those with the amount of more th&h iBthe share of locally administrated
corporations were quite evidently independent mneenical and entrepreneurial terms from the
other centres, despite their geographical locafiero basic variables that commonly explain the
share of local administration are spatial proximéyanother larger centre and industrial
composition of corporation functions. Especiallyindustries, which operated within raw material
production, the sheer need for large amount oftabywias often deciding reason for central
administration and periphery location of actualragiens. If proportioned to the growth rate,
however, the correlation between low share of Ibealdquarters and high growth percentage seems
plausible, especially in the case of Baku, Ekateslev and Lodz. This suggests that in many new
industrial regions the first phase of corporatiameegence was firmly mono-industrial and almost
colonial in terms of central administration. Amahgse industries, there were signs of foreign
direct investments, in the sense that Wilkins refindd the activity of multinational enterprises in
19" century®® but in addition to these, the fact that Moscow 8t Petersburg had such a key

183 Wilkins 1998; 2009.
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position in peripheral industrialization would ingghat similar features of existed in administrativ

relations between Russian headquarters and peggher

The example of the petroleum region in Baku shoesdm®w industrial emergence required a push
from the central administration to launch into atworporative development. Although the vast oll
resources of the Baku region had been exploreddyrin the 18 century, the Russian government
did no effort to systematize the extraction of pktum until 1872 and during the first half of the
century the lease system extraction assigned & fmasantry produced very modest outptit.
Active entrepreneurial influence in the 1860s dreld@bolishment of leasing system, meaning that
property rights to oil resources could be freelydain, improved the industrial performance and for
a while Baku region was perhaps the most liber&iims of capitalist freedoni’ After the
construction of railways to Black Sea ports in 1888d 1890s alongside with influx of foreign
capital and business operators (such as influedoakl family from Sweden, which gained almost
monopoly status in 1880s) and the plan of buildd®mtral Asian oil pipelines that promised
increased exports did the amount of corporaticses making Baku one of the most active clusters
in Russian economy towards the end df &entury*® Although the growth of Baku and its
corporations was evident both numerically and isodfilte terms, some critical acclaims have been
presented on the state’s beneficial role on thastréhl performance of Baku in the closing decades
of the century®’ Importance of the construction project of Tranp&as crude oil and kerosene
pipelines was recognized as early as 1883, butiseaaf the bureaucratic delays and controversies
in funding, taxation and ownership issues it tooklld 903 that the actual pipelines started to
operate'®® Still, especially in the last years of the centtimy city of Baku was booming, with 29
new corporations, many of the oil refining companighartered during the years 1897, 1898 and
1899:%°

In Lodz, the ground for the thriving textile indostvas laid in 1820s, during the authoritarian neig
of Francis Xavier Drucki-Lubecki, Minister of Fineg. State initiatives in establishing and
financing industry launched prosperous textile stduin Lodz region, which was able to attract

skilled labour force from Germany and sell its’ giots in Russian markets under beneficial

184 Lyashchenko 1970, 627.

185 McKay 1984, 609.

186 Blackwell 1983, 411 - 412.

187 McKay 1984, 622 - 623.

188 McKay 1984 622; Eventually the pipeline projextled up in devastating economic failure, asekelution of
1905 destroyed much of the infrastructure, forardgcline in the industrial output of the Bakuisilds.

189 RUSCORP.
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protectionist tariff policy. The rise of populatiétom 800 to 18 000 during 1820 - 40 in Lodz city
reflects just how rapidly the urban industrialipatihit the town. After the 1830 rebellion, textile
industry fell into the hands of private entrepreiseand the change in Imperial tariff policy ledato
decline by 1850s, but after the Emancipation amtraction of railways, the textile industry

continued to grow®

The region of Vladimir was another example of mamdustrial entity, which was formed around
textile industry that held long traditions in bddhistarand factory enterprisé® Being part of the
central industrial region alongside Moscow and bgarovinces, Vladimir's growth during the 19
century was connected to the overall developmetexdile manufacturing in Russia. Already in
1860 - 1880 7 textile firms were chartered in Viadiwhich accounted 10% of all textile
corporations in the Empire (third most after StelPgburg and Moscow). A five-fold increase in
1880 - 1900 (see table 3) further strengthenedimia@ position in textile markets, although the
emergence of Lodz textile enterprises meant thatlivilir remained third in the amount of new

firms, slightly surpassing St. Petersbufg.

In Moscow, the textile cluster formed during thelyaeriod enlarged and maintained its role in
national scale. Little less than one third of &Wntextile corporations in 1880 - 1900 were
chartered in Moscow, consisting also one thirdlloé@porations in the city® Unlike in St.
Petersburg, where emerging firms from several Brasof industry diversified industrial
composition, in Moscow the industry with secondhigigt amount of new firms (food sector) had
only 18 new entrants during this period. Metalwodkindustry that gradually started to compete in
size and workforce in 1890s with textiles due teegoment owned factories had only 7 chartered

entrant firms-*

Powered by foreign investments and governmentaisigalso in the form of private, but
“government-guaranteed” loans), the transportagisiem experienced a period of development so
extensive from 1880s onwards that it actually cleahgarket patterns in Rus$ia.In addition to

the increase in navigable waterway traffic, raittedied for the first time the distant regionsluod t

190 Blackwell 1983, 390 - 393.
191 Gatrell 1986, 147.

192 RUSCORP.

193 RUSCORP.

194 Bater 1983, 285.

195 White 1975, 14 - 19.
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Empire together and also stimulated new marketareRersia and Far East countri&s.

Especially during the last decade of"¥@ntury, large construction projects, such as §@iberian
and Transcaspian railway-lines extended Russidmoadis more than 25 000 kilometres, which
accounted for 36% of the entire network in 1$¥&Railroad building and products represented
some 25 to 30% of the total net investments attihmet, which was comparable to investment
shares in Germany, where rapid constructions Hawedl country to get a foothold of the front-
line industrial performers in Europe. Developmeithe transportation system also generated
incremental demand for domestic heavy industryfanestry production, former which had started
to rise in importance in Tsarist economy. For ins& the volume of domestic output in steel and

iron products for railways doubled between 1895 E3@9'%®

Table 4. Average annual volume of railroad shipments in the major commodity groups

Commodity Quantity (million kgs) Share Corporations chartered
group
%in 1876 %in 1898 - .

1876-1878 1898-1902 | © oo 1902 1860 - 1880 1880-1900 Increase %
Petroleum 104.8 3880.4 0,7 % 6,5% 7 50 714 %
products
Coal 1479.1 10468.5 9,2% 17,0 % 14 22 157 %
Iron and steel, . . .
(inc. rails) 389.8 2004.9 2,4% 3,4% 80 173 216 %
Lumber 1110.6 4316.1 6,9 % 7,2 % 10 42 420 %
Sugar 353.8 1046.7 22% 1,8 % 81 130 160 %
Cotton & 186.7 496.3 1,1% 0.8% 81 232 286 %
Wool
Eightcereal 54489 10155.6 31,9% |16,9% XXX XXX XXX
grains
All goods of
low-speed 16019.6 59770.6 100 % 100 % XXX XXX XXX
freight

(Source: Lyashchenko 1970, 535; RUSCORP.)™

Not only did the length of railway network increabeat also the rate of freight traffic on the rails
Between the years 1880 and 1898 the total trackhein Russia grew from 23000 to 36000

196 Gatrell 1986, 175 - 176.

197 Kahan 1989, 30.

198 Lyashchenko 1970, 533; Gatrell 1986, 152 - 153.

199 The data on “Quantity” and "Share”-columngpiissented as three/four-year annual averages. hiiits have
been recalculated to kilograms from poods, as texe originally presented in Lyashchenko’s figulRsl SCORP
classifications irCorporations chartered¢olumn are explained in Appendix.
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kilometres (156% of 1880 figure) while the totalwme of annually freighted goods increased
from 44 million tons to 106 million tons (240% a880 figure) and thus totalling a rise from 1913
tons to 2944 tons per kilometr®. The annual volume of railroad shipments in majammodity
groups in the years between 1876 - 1878 and 18982 is presented in the taldleThe shares of
major commodities reflect not only the market dedchand total production rate, but also the
suitability of a commodity for railway freightinggroduction of raw materials, such as grain, lumber
and coal, was the most obvious branch of indubty benefited from extended rail connections
and as can be seen from the freight quantity abfgim, sometimes functioning railways were a
necessity for large-scale production. Especialingportation of lumber and wood products and
grain experienced massive reorganisations becduke milways. Earlier freight connections by
waterways and the old dirt road system gave wagitmad shipments, which on the one hand
inspired those industries and regions within the framework, but on the other hindered or even
caused outright decline on those, which relied osupported on traditional transportation links.
For example the steamship industry, which was neéar and grew apace in 1860s, was underdog
in freight competition after the introduction oéatn locomotives and though it experienced limited
growth during the late f9century, its’ functions was limited to only the stémportant river

regions outside freeze-up period. The competitisadl/antage of river transportation was not only
based on transport costs, but also to the facthieastate decided to invest in railroad constauncti

rather than canal-building, which remained stagaaming the 18 century?**

While in 1860 - 1880 the development of corporagitalism led only to a formation of several
new clusters, the “golden era” of Tsarist indudizaion saw numerous groups of firm entries in
different geographical regions. Also the branchesdustry within which corporates were found in
large numbers differed from the earlier periodetastingly, the emergence of the most striking
examples, Baku and Lodz, can be attributed to riffeexplanations. Utilization of Baku’s oll
fields was classic example of previously unusedpperal depots of profitable raw materials
becoming a part of corporate economy, while in Ltdzupsurge of a textile cluster was made
possible by new industrial technologies combineithivicreased market opportunities (along with

the abolishment of export tariff to Russia) andakailability of capitaf®?

200 Lyashchenko 1970, 514.
201 French 1983, 452, 477 - 479; Kahan 1989, 32.
202 Blackwell 1983, 393.
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There were areas, however, where the new stagelasirialization did not increase the firm entry
numbers. For example in Podolia, the existing megorcentration of beet sugar industry did not
experience relative growth anymore, albeit in Kilee food industry retained its high share of new
corporation and the amount of new companies mane tloubled (see table 3). This was not a sign
of decline in itself, as many of the beet sugaegmises tended to concentrate on few business

conductors®®®

4.4 The pre-war period, 1900 - 1913

Figure 3. New corporations per annum 1900 - 1913
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Source: RUSCORP

A period of economic recession hindered corporajieevth after the turn of the century, but in the
last pre-war years the tide had turned and theamate of new corporations grew into figures
previously seen only briefly at the end of the baafi890s. The civil unrest in the first decade of
the 20" century also had a major impact on the amouneuf corporations, which partly
illuminates how political and economic expectatiordicate the level of firm emergence. Despite
periods of sustained corporate growth, 2204 nawdiwere chartered during the 13-year period
outnumbering clearly the 1501 founded in 1880 -¥¢ To put these figures in perspective — as
many firms were chartered in 1907 - 1913 as irdlfeades of most rapid industrialization 1880 -
1900 and the figures for each of the last four y@hrexamination surpassed the total amount of
new corporations founded between the reign of ReeGreat and the emancipation of serfs in
1700 - 1860. In gross factory production, the insebetween 1908 - 1913 was around 50%, with

especially mining, metallurgy and engineering sectorming major share of factory output, about

203 Hamm 1986, 85.
204 RUSCORP.
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two-fifths 2%

Table 5. Development of wholesale and retail trade sector

Period New_
Corporations
1860 - 1880 3
1880 - 1900 60
1900 - 1913 189

Source: RUSCORP

The new industrial society of the®2@entury had also new requirements and demand®fporate
production, which was seen in the rise of wholesal@ retail trade corporations (see table 5). Not
surprisingly, a major share of the trade compaopesated in largest cities, while in more remote
areas traditional trade fairs were prefed®dDf all of the wholesale and retail trade firmsrided

in 1900 - 1913, 44% located in either Moscow orgttersburg, while the cities’ share of all
corporations was around 30%. Rise in the amount of private capital and puristtapower
especially in urban settlements diversified thdesoéproducts and patterns of movement of goods
between producers and consumers, although it meaame substitute for state demafidiglso

the standard of living, illuminated by the growthliteracy and education levels within lower class

population, increased respectively, increasingiireand of domestic marké®’

Some drawbacks did nevertheless shape the devetb@ihe turn of the century. The European
monetary crisis of 1899 - 1900 affected also Rusgidustrial economy, revealing illustratively
how dependent it had become of foreign markettlatwons. Especially vulnerable to interruptions
in capital influx were the heavy industry sectdrattspearheaded economic boom, such as
petroleum production and metallurgy.Despite the hindrance of credit, the firm entreriatthese

sectors turned downwards only in 1901, but remaioed3 to 7% per annum of total sector entries

205 Gatrell 1982, 100.

206 Rieber 1982, 74 -75; Gohstand 1983, 329 - BBBpshina 1999, 151. Bathelt & Schuldt (2005) hauggested
that in contemporary economies, the internatiorzale fairs act as temporary clusters that proviédas advantages,
such as spread of information on competitors, kedgé on innovations and 'buzz’ through the varipusiness
operations taking place both formally and informalbr attending companies and market operators.dépictions on
the large trade fairs in Russia Empire by Gohsfaodide sights of similaradvantages in knowledgsation,
information and supply-chain specialization. Takinggp account the widely different market setug@mmunication
and informationchannels, the fairs can be consilarsignificant form of cluster advantage for salemall-scale
industries that weren'’t capable of forming clustér®ugh concentrations of companies.

207 RUSCORP.

208 Gatrell 1982, 110.

209 Kahan 1989, 27; Gregory 1994, 83.

210 Lyashchenko 1970, 648.
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1900 - 1913) until 1918 In both metal and petroleum industry, a numbdirofs also ceased
their operations during the time of the crisis. lowr, the light industry was able to compensate
some losses caused by the monetary shock becatisegifod harvests that strengthened the
purchasing power of the peasarftt§According to the estimates by Lyashchenko, sonf®30

enterprises were forced to shut down in the cyis&'s 1900 - 19033

Table 6. New corporations in 15 largest industrial centers 1900 — 1913

Share of local

Growth index

Region Major sector HQs % Corporations 1;‘;)?21(;0]
Finance, Insurance
St. Petersburg Real Est'ate (44) ! 99 % 362 3.0
Moscow Textiles (81) 97 % 306 21
Warsaw Chemicals (13) 100 % 109 1.9
Lodz/Piotrkow  Textiles (21) 75 % 72 1.5
Baku Petroleum (41) 58 % 69 2.7
Don Region Mining (31) 55 % 65 3.6
Odessa EzaalnEcset; 't':(ugr;’"ce' 92% 62 1.7
Ekaterinoslav ~ Mining (20) 42 % 61 2.0
Kiev Food Industry (21) 95 % 59 1.3
Krim Food Industry (14) 67 % 51 6.0
Kharkov Wholesale & Retail 82 % 39 21
Trade (10)
Riga & Livland  Textiles (6) 88 % 33 0.8
Kuban Petroleum (6) 47 % 32 9.8
Saratov Food Industry (7) 85 % 27 5.2
Vladimir Textiles (17) 58 % 26 1.0

Source: RUSCORP

From the year 1908 on, the economic situation @fistry recovered from the crisis and led by
state-supported armament industry the upcomingsymashed the performance level back to

growth rates experienced in 1890s. Total annuaharemt expenditures of the state on defence rose
by more than one and a half from 608 million rubie$908 to 959 million in 1913 (approx. 7% per

annum) forming about one quarter of all state ivesits®* Especially heavy industry enterprises

211 RUSCORP.

212 Lyashchenko 1970, 653 - 654.
213 Lyashchenko, 1970, 655.

214 Gatrell 1982, 104 - 105.
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that were able to fill the armament orders gaingdifsicant boost to their prosperity. Around half
of all firm entries in metal products sector wezgearded in 1910 - 1913 and existing operators,

such as Putilov factory in St. Petersburg exparideid scale of industrial outp@t®

Geographically, the beginning of the™@entury brought on relatively few changes in Rassi
economy, as seen in the table 6. Already estallishpital centers maintained their high share of
headquarters among emerging firms, although KievRiga did not have proportionally as many
new entrants as before. ‘Colonial’ heavy industrg @aetroleum regions continued their fast growth
while slowly diversifying their economic structusat of mono-industrial patterns. An important
factor in their prosperity was the paternal subsigstem of the state, which continued to ease the
success of militarily important sectors of industypproximately 30% of total net investments of
the state were devoted to industry in 1909 - 18@i8assing the agricultural investments in

absolute term&:®

In Ukraine, the heavy industry investments contabiito multiple firm entries in the emergence of
eastern mining region that comprised large groveimgters, such as Donbass, Ekaterinoslav and
Kharkov, which profited also of European capitahfr France and BelgiuAt’ Despite strong
foreign contacts in corporate financing, Ukrain@pitalism involved largely native entrepreneurs

and Jewish merchants, who had already establisisiddss networks there in place.

The expansive growth of the industry of St. Petarglvas also apparent by the increase in
population and workforce. Especially after 190&, place of urbanisation accelerated and in the
year 1913 around 30,000 new industrial jobs brotightotal number of employment up to 218,000
workers, highlighting the role of large-scale faiee and corporate enterprises in the €ity.

Biggest employers, metal (35%) and textile indugti§%), naturally accounted for major share of
the total value of production, but also the chemim@dustry was significantly productive (19%)
relative to its share of total employment (8,5%6)St. Petersburg offered also best possibilities for
corporate capitalism in an urban center. Of ther88& corporations chartered in 1900 - 1913 only

a couple were such large establishment in ternssaofing capita, but by median level they were

215 RUSCORP; Gatrell 1982, 106 - 107.
216 Gatrell 1986, 192.

217 Blackwell 1983, 405.

218 Magocsi 2010, 347.

219 Bater 1976, 220.

220 Bater 1976, 223.
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generally better off than in the other parts of Emepire??* The urban environment also enabled
these firms to divide into numerous prospering bhnes of industry. Largest emergence sectors,
finances/insurance/real estate, transportatiotiléexfood industry and whole- & retail trade, all
five had more than 25 corporations chartered. Bytrast, in Moscow only textiles (81) and whole-
& retail trade (51) produced more than 25 new fiffid he share of textile industry was highest in
terms of employment (36% of city’s total), but otifyrd in the number of establishments (20%)
after paper and printing industry (22%) and metakivy (27%)%?®

Only a several ‘new’ corporate centers appeareshguine late period and none which would have
transformed the existing patterns of trade andstrdhlization as a whole. In Saratov, the
emergence of flour and lumber companies adminedratainly from Tsaritsyn and Saratov itself
contributed to city’s development especially in #z&ly 1910s whereas in Crimea tobacco industry
and various health resort and hotel firms werebéisteed. Kuban was an example of a center where

the business environment profited from the incréatemand for petroleum produéfé.

221 RUSCORP.

222 RUSCORP.

223 Bater 1983, 285; Bater’s use of the conestablishmenderives from the study of D.P. Kandaurov’s “Fabrioh
Zavodskiye Predpriyatiya Rossiiskoy Imperii (Isktyiaya Finlyandiyu” (1914) anghdoubtedly differs from the
corporation data presented in RUSCORP, so thdighees in itself are not reliably subject to comipans.

224 RUSCORP.
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4.5 Overview

As it has been shown through the periodical exatimnaRussian corporate emergence took place
primarily in key locations, where existing or demMghg political and economic environment
offered both factor endowments, such as skilleckfooce and raw material supplies (through
transport network or outright in the place) androtes for output utilization (markets and export
routes). In line with the model of corporate andustrial clustering, this emergence took often
distinctively its form around certain branchesrafustry in certain locations at certain period of
time. A conclusive point, further examined in tloldwing chapter, is that similar organizational
forms and preconditions of industrial clusters wauein place in several regions in Russian
Empire as have been pinpointed within modern ecanctasters, more detailed in the
methodological discussion in the chapter 2. Esfig@tiking cases of mass firm entries in Lodz
and Baku in 1880 - 1900 suggest that the precamditior cluster emergence may have been even
further present than in other contemporary econsniibat is, of course, not to conclude anything
of their further performance as cluster entitiegfbective industrial centers, but to note in geher
that during the post-Emancipation period there vegngortunities for emergence of clusters, for the
first time in the history of Russian industrialimat, and that these opportunities were exploited

through the participation of both corporate actord the state.

At the end of 1913, the level of industrial cengation in the Russian Empire was very high and
the capitalist development through the years hkehtéts path along the lines of geographical
concentration and regional clusterization of indast Mono-industrial structures were dominant in
several major cities, in term of both firm numbansl total value of production, and these were
more than often results of cluster traits in nekiray, ownership relations and financial
arrangements than pure competition. These featdnedan, regional and geographical economics

are discussed in the next chapter.
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5 THE ROLE OF CLUSTERS IN TSARIST INDUSTRIAL DEVELO PMENT

The previous chapter discussed the developmeriodms, which constituted the economic and
corporate core of Russian Empire in the decadeedieg the World War I. This chapter goes
more in detail into the links and networks betw#erse regions as well as tries to make sense on
the development and structure of clusters withemthSeveral key factors such as supply chain
links, spinoffs, cluster emergency preconditiond eralustrial culture are to be discussed in the
light of the data that RUSCORP provides. In coriclusthe theoretical debate on cluster

economics, outlined in chapter 2, is linked with thsults of findings in Tsarist clusters.
5.1 Geography of Russian economy in 1860 - 1913

Although the two capitals, St. Petersburg and Masaominated Tsarist economic geography in
terms of emerging corporations the qualitative moidation did not always follow numerical
growth of private business enterprises. In thetkdest period,”western” ethnic groups (Poles,
Jews, German) and mostly non-Russian economiceseotthe Empire were predominantly among
those, which industrialized most rapidly. Out of ttb largest industrial centres (see table 6, ehapt
4) in 1900 - 1913, only Saratov and Vladimir siadatn the central ethnic Russian area alongside
capital cities, while the same list included 9 Blo)iBaltic or Ukrainian industrial centres. Some of
these centres were traditional seaports and tmasiquns of Russia’s foreign trade. Nevertheless,
albeit the locally beneficial effects of foreigngents, foreign trade did not play very signifitan
role in the economy of Russian Empife.

While the question whether capitalism in RussiarpEenderived culturally from the Russian
merchant tradition more than from the Europeamnuerites has been widely debated, it certainly
seems that the Western centres benefited from phekimity of European industrial and
entrepreneurial culture and, in effect, formedrtiast technologically modern regions in Tsarist
Empire??® This phenomenon is also present in the backgramatysis of the most influential
merchants of the era. St. Petersburg and Moscovthe@irdown merchant elites that controlled the
entrepreneurial environment in capitals through ia@strative and business networks. Moscow

especially was considered by the contemporariésesst” of Russian business because of its’ deep

225 Ahonen 2005, 46.
226 Rieber 1982, 34 - 35; Blackwell 1983, 379.
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roots as a centre of trade and transportz}ﬁbm Moscow the merchants also had better chances fo
political participation to influence the decisioraking in economic issues. For provincial

ethnically Russian merchants St. Petersburg repredenore of a strange, bureaucratic and
European business environment than Moscow, whidrbkean an important market area for
centurie$?® Separated from this “all-Russiknpechestvd?® were the more western-minded
merchant groups of St. Petersburg, Baltic industs textile manufacturers of Lodz and sugar
producers in Southern Russia that had dealingsMitscow, but culturally derived their

entrepreneurial models from European tradifin.

5.2 Institutions and entrepreneurial networking

The regionally varying institutional advantagesstadnte a pivotal factor in Porter’s theory of
cluster policie$>! The role of the Tsarist state was a determinirigreal force in the development
of industrial clusters, but majority of its impaeas restricted to financial support rather than the
development of public utilities and institutions€l'state investments, mostly pipelined through the
Ministry of Finance, had a crucial influence in thay they balanced the industrialization between
different regions and branches and supported thstaation of logistic network. The railroads
were essentially the most important public utifity clusters. However, there were also additional
institutional forces behind the realization of madld projects and industrial policies. During t9&' 1
century, the state’s imperialist aims and newtigniel conquests made the army an essential
institution in the Empire and one, whose intergstge often prioritized in economic decision-
making?3? During his time as Minister of Finance, Witte weasnplaining that the military had had
too much influence in the planning of railway raus the cost of industriés> Although towards
the end of the ®century the possibilities of railroad network hadched practically all cluster
regions in Western Russia, the emergence of sedeistiers could have been boosted even more
with earlier railway connections and, on the otiend, those regions which held politically
important role as administrative centres gainedaty advantage in transports. It is doubtful

however if the impact of early railroad connectiocas be considered a major driving force in

227 Ruckman 1984, 3.

228 Ruckman 1984, 3, 5.

229 As in the case of concegrporation,the meaning of Russian word for merchémipetsor meschsanifpl.
kupechestvo, meschsandfand their linguistic differences from English wangrchant would take their own separate
chapter to discuss. Even inside Russian Empireytrd “merchant” had different cultural connotasatepending on
the region and status in social hierarchy (See Ol@8%, 54; Rieber 1982, 13.). Here, it sufficeadte that the
meaning of words is similar enough for the purpasfesis study.

230 Ruckman 1984, 3; Henriksson 1986, 78 - 82; <0oit986, 132 - 133.

231 Porter 1998, 83.

232 Kahan 1989, 29.

233 Von Laue 1951, 187.
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cluster emergence, for there were regions espgcialthe Central Industrial Region where the firm

concentration remained very modest despite theradga of early railway linkage?

The peripheral nature of Russian Empire affectedrsty the formation of business connections
and gave the urban clusters clear advantage diteottger and more complex networks of
information, skills and credit, which all were vegften in connection with the institutional
framework®®® In several clusters the co-operation betweenrttiestrialists themselves in
entrepreneurial interest groups proved often usefatganizing public life from the basis of
common value and social background. Such entreprizthg@roups and associations were founded
in three cluster regions: Moscow, St. Petersbutysauthern Ukrain&® In addition to these, there
existed several commercial exchange committeesrgelcities, which were founded by the

government in the early T&entury®’

In 1897 the leading entrepreneurial figures, disBatl with the influencing possibilities of the
Russian Technical Society, formed the SocietytierAssistance, Improvement and Development
of Factory Industry (later The St. Petersburg Sga¢ Factory and Mill Owners) which despite its
name was used mostly as a tool for enforcing comimtemnests in political participation. Among
their major goals was the controlling of labouriégtion, which had become increasingly topical
due to the organized worker movements and strike$etersburg entrepreneurial group was also
heavily involved in the Russian Technical Societitjch was found in 1866 to promote spread of
technical information and develop technical exgefti® State-led reforms on educational system
contributed also to the development of industriadwledge and especially the reforms of 1860s
had a profound effect on the increase of educdtiemal in the fields of engineering and
polytechnics™®

Mining operators in Don Region formed the Assooiatbf Southern Coal and Steel Producers in
1874 to tackle the challenges in labour forcezatiopn and politics, such as the formation of farif
policies, at both state and local le%&The Association brought together entrepreneurs, wh

advocated economic modernization and sought totaiainontrol over industrial capital and
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administration without dominant foreign influenddnere were foreign industrialists among the
Association members, but the majority of seats reethalways in control of the ethnically Great
Russian entrepreneurs. The co-operation betweergfars still benefited both parties, as foreign
owners could utilize Russian managers in their bwsiness environment and, on the other hand,
Russian members had the chance to adopt foreigiegies without allowing limitless foreign
takeover of the industi/* After the turn of the century, industrial depressand tightening
relations between workers and industrialists ardwusenplications in the work of the Association,
especially over the role of the foreign entrepreseund managers in Ukrainian metal industry.
While the Association had been able to influendéipal questions and bureaucracy, the burden
societal issues of the rapid industrializationméitely impeded the realization of liberal goals and

values of economic development that Association eviggnally found?*?

The most active entrepreneurs in Russian Empineded several corporations, which by function
and location varied widely, often demonstrating itehbility to shift from cluster to cluster.
Throughout the period from Emancipation to the \W&Har I, their operations were headquartered
in major industrial centres, concentrating in $ttePsburg towards the last decades of Tsarist'&ra.
This was especially the case with entrepreneurshaldoa rank in the bureaucratic system of the
Tsarist state. Introduction of vast investment gctg after the Crimean War, existing power
networks inside the state bureaucracy as welhasifable status in obtaining state grants and
subsidies — all of these features contributed eécstitcess of modern businessmen with bureaucratic
and military titles*** Throughout the Tsarist period, merchants and prereurs that either
belonged to the higher social grades or attaineelditary ennoblement, had a considerable
advantage over the common merchantry due to exemfszbm taxation and property
legislations**>Another key theme that characterized efficientepreneurs was the capability of
utilizing European standards of business practiselscommercial knowledge. This was a trait that
benefited both members of bureaucracy as wellfasaztlly and socially marginal groups, such as
Jews, Germans and Old Believ&¥sThird factor that worked clearly as an advantame f
entrepreneurs was the education in engineeringldi®ussia, trained engineers were still in short

supply still in the 1880s, although the multituddasks in organizing enterprises required a
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mixture of technical, managerial and businesssskithbodied in engineering occupatféh.
Entrepreneurs with a background in commercial, stidiai or financial professions were a major
group in RUSCORP statistics with 43% share of atporate founders'®

5.3 Competition

The regional composition of industrial activity foed the base context for competition among
producers. From traditional perspective in competienvironment, driven mainly by input costs,
firms located in beneficial regions could obtaimguarative advantages. In modern view, further
competitive advantages can be sought out throygltsnn productiveness, inspired by continual
process of innovations. These factors are seea tmimbined in clustefé? In Russian Empire, the
competition between private entrepreneurs inclidatier aspects due to the historical and societal
background. This was the case especially befor&mhancipation when, the privileged status of
entrepreneurs coming from the higher social gragasted them more favourable preconditions to
lead a successful enterprise, as often the burai@uend financial connections were greatly
beneficial in establishing a prosperious comp@fyinked to this, several ethnic groups faced
discrimination through legislative acts, which heneld their economic possibilities, often through
prohibition of land ownership. As a reaction tcstthowever, many of these groups, such as Jews
and Old Believers, were able to counter the prejatiattitudes and restrictions by forming close-
knit collectives, which proved an advantage inemteneurial networking, towards which they
tended to drift without agricultural incori& The concentration of sugar production in Kievtte t
hands of wealthy Jewish merchants was a case i @gample of an ethnic group managing the

situation?>2

Geographical vastness of the Empire resulted inpedition and corporate markets being
essentially limited to a local area, with possiskeeptions in the largest cities. Another important
factor that shaped the forms of competitive natiireorporations was the regionally varied pattern
of demand. Already showcased in the developmewthoiesale and retail trade companies in
chapter 4, different regions had varied levelsggragate demand, which had clear causal effects
on the importance of local competition. If excludid agricultural consumption and industries that

were specialized in exports, the main customeRigsian products in all major industries was the

247 Rieber 1982, 222.
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state. Paul Gregory has calculated that the 8wdrare of governmental consumption of the
national net product rose from 8% in the years 188889 to 10% in 1909 - 1913, which was
substantially higher than in contemporary Europe@amtries?>> The priority of governmental
orders for industrial products is illustrated bg gtate’s role in scheduling and organizing the
construction of railroad network and by the leviekconomic growth in the times of increased
financial support for industrial production, wsll-documented in the Witte era and before the
World War 12°* Porter’s views on cluster competition excludedeenand born from the
governmental level, and thus distorting conditiohperfect competition, in formation of cluster
advantages. In the case of Russian Empire, thisrfatearly contributed to the performance of

companies and clusters favouring the developmegbeérnmentally essential industries.

In the last decades of the™@entury, some branches of industry developed tsvaronopolies

due to the increased concentration and larger@nges. The first recorded monopoly appeared in
1882, formed by union of 5 steel rail manufactueerd several others followed in different
subsections of railway construction in 18885Governmentally aided syndicate formation in
sugar-refining industry in 1887 had a major regntaeffect on the production and especially in the
years of depression 1900 - 1903, the aims wer®wsetrds monopolistic control of industrie.

Large syndicates were formed in metal industryd@2land in coal mining in 1906. All of these
syndicates either consisted of foreign corporatmmsere highly dependent on foreign capital,
which also defined them as ‘foreign’ by naturehia eyes of Russians. Despite their attempts to
further reach control of domestic and export markiste syndicates never advanced to full-blooded
monopolies from the state of sale agencies, dwarious conflicting interests of entreprenedts.
Some efforts towards monopoly status were also rbgdedividual international business
conductors. The attempts of the Nobel family inisgtup monopoly in oil business united many of
the lesser firms in seeking protection from theéest® Also the aspiration to extend the transport
network to be able to compete in foreign marketsdased co-operation among other oil producers.
The impact of the Nobel Brothers was neverthelessig enough to eliminate the participation of
local firms in the Association of Baku Oil Produs¢hus ensuring semi-monopolistic profits and

privileged political power in the regidi®
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Various examples from different parts of the Emguggest that the foreign entrepreneurs and
merchants had almost universal advantage overRBhgisian compatriots in competitive markets.
Whilst the partition of foreigners was modest utité reforms in 1860s and 1870s, already in the
beginning of the 19 century, the foreign trade had posed a severatthpon urban merchants in
St. Petersburg, who had to depend on state suggpavbid being ousted from the mark&tin
provincial regions in the south and west adminigiraeven encouraged the economic impact
brought on by foreign mercharf.Over the course of late Tsarist period, the fareigrporations
were capable of adapting fully developed corposai@egies and organizations in Russian context,
which was only beginning to develop its accordargitess culture. To counter the early
disadvantages in lack of networking externalit®gsh as local knowledge and connections, the
foreign entrepreneurs widely put Russian managecharge of their enterprises, especially after
the level of Russian engineering had started tease in 1880€2 In general, the main potential
supporter of domestic entrepreneurship, the state,always inclined to pursue economic goals of
political and military nature which bended the catilpve advantage towards more adaptable
foreign firms both domestically and in cluster mgg. lllustratively, the regions with more than 10
foreign corporations operating in 1914 were Ekatesiav, Don Region, Lodz, Warsaw, Moscow,
St. Petersburg, Baku, Kuban and Odessa — the aarg slusters, which spearhead the firm entries
on the table 6 in the chaptef%4.

5.4 Skilled labour force and management

The specific societal and economic environment ligtilighted the industrialization of Russia
during the 18 century shaped also the forms of organizationiwitidustrial clusters and
individual enterprises. The level of urban/rurahasphere which, unlike the contemporary
development in Western Europe and North America ma always closely tied in Russian
Empire, but had a profound influence in the clustascture$®® The location of an industrial
district did not determine merely its transportatgossibilities, but more essentially it definel it
linkages to traditional Russian economy in the ¢toide as well as access to streams of modern
technological skills, innovations and knowledgeu3hfrom the theoretical implications of cluster

development, the specialization of innovative etperand labour force utilization were the two

260 Rieber 1982, 22.

261 Rieber 1982, 54.

262 Rieber 1982, 226.

263 RUSCORP.

264 Crisp 1976, 14; Blackwell 1983, 384.

54



key issues that were largely shaped as a restieaiforementioned level of urban influeri€e.

Corporations in Moscow and St. Petersburg, the sitéargest and industrial factories by size in
Russia, relied both on the benefits of urban emvirent in economic organization. In the mid?19
century, the amount of factory workers in Moscows\88,000 — twice as high as in St.
Petersburg®® Most of these were occupied in the expandinglekitlustry. By the year 1890, St.
Petersburg had surpassed Moscow in the amount rienso— 73,000 to Moscow’s 72,000 — mostly
due to the increase in metal production and facig”®’ Figures provided by Bater on the
average number of workers per factory indicate tmaiplant-size was generally higher in St.
Petersburg than in Moscow. Notable differencesapm textile and metalworking factories,
where St. Petersburg had 274 workers per factoigxtiles and 511 in metalworking, while
Moscow’s figures were 113 and 270 respectivé\High amount of workers in factory indicates
the requirements of a factory for its productivgaorization. Especially considering that in 1913 the
largest metalworking plants in capitals employedhash as 2,900 in Moscow and 13,000 in St.
Petersburg (the Putilov factory), the sophisticatbindustrial organization in a single enterprise
reached its peak in these establishments. Pardyatge amount of workers per plant was caused
by the concentration of financial control at thp tevel and persistence of continuing labour-
intensive practises and technologies, but alséethéency to stay autarkic rather than
interdependent on large supplier network. Neveed®lan important issue for corporate clusters in
Russia was the lack of specialized and supporthegdisscale firms all over the Empire — a feature
of industrial organization favouring self-sufficteenterprise$® In St. Petersburg, this further
increased the concentration of finish-product itwdes in large enterprises due to the economies of

scale?’®

In several of the most active clusters, the act®essw materials was the major factor in defining
the location of emergence and functioning of caaions. Case in point examples of the
importance of location can be noted in Ukrainiaralbeet sugar industry, in peripheral mining

districts in the Urals and in petroleum cluster8aku and Kuban (see Tables 2, 3 and 6 in chapter

265 The estimated figures of urban population @897 census should be read with caution, becmwszal
industrial centres that had urban features, sutfuasvka and Izhevsk, were not considered as cifiesoshina 1999,
149.

266 Bater 1983, 283.
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4). In these regions, the strategies for utilizkdled labour force were, however, different and
dependable on both industrial traditions and thi démands of the work itself. As a rule, these
regions relied on a transitional mass of semi-ithlized peasants andistarworkers as their
basic labour podi’! In Western Ukraine, the workers hired for the mses of beet sugar industry
consisted of rural peasants, who could be explddeteet sugar cultivation due to their experience
on agricultural work. Also, the existing state pglthat, despite the Emancipation Act in 1861,
sought to attach the rural population to their lies supported the rural Ukrainian
industrialization with fixed labour pool with suffent industry-specific skill§’? Also the
possibility for workers to resume living within ih¢raditional rural setting prevented many
harmful influences that encumbered the life of arberkers, such as disintegration of social
framework, alienation from traditional peasant caime and congestive packing in unhealthy

suburbs.

The labour-oriented textile factories in Moscow amthe nearby provinces and also in St.
Petersburg, acquired a large share of their wockftnom among the peasantry datartextile
producers”® As seen above, the demand for textile workershe@such proportions in these
regions that the able workers had to be attraatéside urban entities. The statistics on issued
internal passports give an insight into the sckooial mobility between villages and factories in
industrial region$’* The impact of the mobility on the rural settlensewas massive. According to
Burds’ figures, the amount of the rural migrantsldaeach as high as 50% in some villages, which
also arouse worries among the state officials mani the states’ tax income from the
agriculture?”® Often illiterate migrating workers not only shaghd worker culture in the factories,
but also affected the knowledge and skill levediofaverage worker. In textile industry, the
workers’ frequent moving from factory to factoryrepd working customs, skills and information,
although on the other hand the same applied wéltdmflict and protest culture that increased from
the late 1880s onward&

In the Urals, the source of labour force had coméitionally from factory serfs, who were moved
over to the place during earlier centuries. Perghecation with few usable travel connections

wasn't ideal for attracting masses of peasant werkaut due to gentry’s ownership of serfs the
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workforce question had never really bothered Uradahfactories. Also, workers’ roots in the
serfdom era meant that occupation in metal workiag often hereditary so that the industry-
specific knowledge also stayed within families tradt that affected not only methods of metal
working, but also the company-/factory-level atmuese. The Emancipation in 1860s, liberating
the serfs from the ownership of factory ownersyally brought the iron industry to declif€.
Whether the state of industrial development inUnals after 150 years of operations had reached
maturity or backward decline during the stagnamtry®f 1860 - 1880 has been a matter of debate.
Soviet interpretation saw the old feudal routined technologies as stagnating factor for the
industrialization of Ural enterprises, where thedarction of iron did decline during the early™9
century’’® However, subsequent Western studies on the suieetpointed out that the
sophistication of industry in Ural region had accuated to a high level due to long-lasting
traditions and the modest levels of output and eisskare were mainly caused by the stresses of
geographical location and the primitive means afisportation, a problem that the railroads could
solve as late as 1898%. The RUSCORP data also suggests that the privatealist companies in
the Urals were not completely tied to the backwardlal industry and had connections to the
European models of management in metal industrg.8raxisting mining and iron works
corporations in the regions of Orenburg and Perd®b were led by 35 recorded managers, from
who only one third were ethnically Russian. Thesranalso 7 French and Germans, alongside few

Greeks, Jews and ItaliaffS.

In Baku, the dominant role of modern petroleum stduin the district placed also a large
responsibility of the workers’ skill level to theaulders of management. After the emergence of
large-scale oil industry in Baku, invigorated by #fforts of the Swedish Nobel Brothers Company
(chartered in 1879), the regional labour pool wetealong with the introduction of western
technologies. The fact that Nobel Company was byhi& most successful enterprise of the region
highlights the role of foreign management in lighthe management figures in 1905. Of the 156
recorded managers in 40 different firms, some 6 ®rewethnically Russian or Armenian, while the

share of Europeans (Germans, Swedes, Frenchniplisas as low as 138%"
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5.5 Innovations

Perspectives on the role of innovations in new stides cannot be straightforward implemented in
clusters of Russian Empire in modern sense, becaube uneven technological development
between average Western Europe country and R#smianstance, innovations that shaped the
industrial and corporate growth in Russia were alnemtirely imported from the West rather than
developed in local conditions. This is apparentfitbie evident lack of exported technology to

Europe and the prosperity of foreign entreprenguRussian industrialization.

Anneli Aer’s study on the development of patenteysof Imperial Russia gives some indications
on the overall level of innovations within Russiadustries. The Russian privilege legislation
concerning patent rights was established in 188@8iadated in 1833 as an attempt by the
government to promote the growth of new branchésdfstry?®? Although already in 1860s the
patent and privilege system aroused some concbms the monopolistic possibilities, the amount
of issued patents remained low. The number of @&&nis granted in Russia during the 1860 -
1870 shades in comparison with the patent figuwas industrializing Western countries, such as
United Kingdom (24090 granted patents), Belgiumb@®patents) or USA (90636 patents.

Partly explanatory factors for the low figures atgnts include the bureaucratic system, which
complicated applying procedures, and the costigil@ge applications. The relatively low success
rate of patent applications, less than 50% by divavarage, probably had also an adverse efféct.
Nevertheless the share of foreigners among thdse were granted patents, was so high,
approximately 80% during the period of industriatizn in 1880 - 1907, that the quality of
domestic technological innovativeness cannot be imevery high esteeft> Similar note can be
drawn if the privilege figures are examined in ligat of corporation entries. While both the
amount of new corporations and privileges rosetsuiglly during the late Tsarist era, the share of
privileges per corporation did not increase mudie Tew available statistics contributed by Aer
(see table 7) seem to suggest that although thgdass of the 19 century had a positive effect on
the patent system, the role of innovativeness eadiyrbe considered as a stout factor in the

development of corporations and clustéfs.
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286 Aer’s figures exclude the years 1907 - 1913velsas any geographic data on the distributioprofileges within
the Empire. Therefore a more cluster specific erativn on the causalities between privileges addstrial
performance cannot be concluded.
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Unfortunately, Aer’s study does not outline theioe@l division of granted privileges, which would
be essential in determining whether the clusteadyins had a positive effect on the level of
innovations. It would seem that due to the foreirestments as well as imports of machinery,
managerial skills and technology into Russia, tleglenn implications in theory of Window of
Location Opportunity, noting that emerging new istlies have to invest in their own research and
accruement of industry-specific skills as well astanulate their own capital due to the lack of
established sources of capital and skills, didappy in cluster development of Rus&aln almost
every regional cluster, Lodz, Baku, Podolia anddifiar to name but a few, the main force behind
the steep increase in firm entry levels was th@dhiction of Western industrial technologies and
imported (or state-sponsored) capital in backwacdll conditions, which otherwise had favourable
preconditions for industry-specific grow'fﬂs. This can be seen as an illustration of the lame
innovativeness in Russian economic culture — wiandgeffort in developing own industry-specific
research, when modern technological and innovatigorts from Europe are enough to ensure
industrial success? Keeping in mind that in gensakttitude towards industrial development
which threatened to replace traditional culture s@spicious, the relative innovative disinterest

may not appear that surprising.

Table 7. Chartered corporations and granted privileges in Russian Empire?®

Granted Privileges  Chartered Corporations Privileges per

privileges  perannum corporations perannum  corporation
1860 - 65 352 59 62 10 5.68
1866 - 70 305 61 88 18 3.47
1871-75 435 87 331 66 1.31
1876 - 80 706 141 127 25 5.56
1881 -85 928 186 202 40 4.59
1894 - 98 2308 462 634 127 3.64
1899 - 1903 7014 1403 779 156 9.00
1904 - 1906 2961 987 257 86 11.52

Source: RUSCORP; Aer 1995, 69, 107, 184.

287 Boschma & Ledder 2010, 193.

288 Blackwell 1983, 392 - 393, 406 - 407; McKay 49606 - 607; Kahan 1989, 17.

289 The average processing time for a privilegavben application and granting was around 2 yeadeuthe old
statute until 1896, which should be taken into actdén studying the table data. Aer 1995, 184.
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Aer’'s work on the adaptation of the patent systetm the Russian industrial culture is drawn into
the same conclusion — apart from few minoritiessdfan entrepreneurs did not really understand
the role of innovativeness in industrial developtreemd sometimes even saw it as a threat to the
existing culturé®® The significant role of foreign managers in thestrsuccessful industrial
clusters, as seen before, indicates that ofterahree pattern applied in the sphere of structuml an
organizational innovation$>* Further case studies would prove useful for a eepderstanding
on the connection between the level of geograplti@atentration and innovations in Russian

context.

5.6 Industrial life cycles, spinoffs and corporatesurvival

The elements of cluster emergence that have bessilg® to pinpoint in Russian context are not
unfortunately as easily linked to the examinatibuloster dynamics during their life cycle. While
RUSCORP statistics provide the data on vitalitglabters by listing new corporate entries, the
actual periods of decline (through exits) are hatdelate. In addition the remark made by Fornahl
& Menzel that “theories explaining the dynamicdurictioning clusters tell little about their
evolution” is quite reversed here — the data oretl@ution of clusters does not really signify the

meaningful factors in the performance of clusféfs.

Some estimations on the level of life cycles, orftpening and modernity of industrial
corporations, can be made with the corporate salrdata of RUSCORP as has been done in the
table 8, which presents the entry dates of thearatfpns in most-clustered industries that still
existed in the best covered (in terms of data fées) year 1914. Table data shows how the
survival rates reflect industry-specific challengeshe late Tsarist era. It is elementary here to
observe the varying length of time in table pewath, for which comparative survival percentages
have been added to supplement absolute survivaksg Also, the survival rate will naturally rise
higher in the last periodicals, because the cotoraare still going through their early cycles.
Generally though, worth noticing is the exceptibnpbor performance of finance (including
banks) sector, which even during the last periaddcmaintain less than half of all firm entries.
Recurrent depression periods and lack of managshiléd, combined with state’s arbitrary
controlling over the development of banks causedrhktitutional weakness of Russian finance

sector, which also hindered the overall availapiit domestic credit and investments in Russian

290 Aer 1995, 115 - 117.
291 RUSCORP.
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Empire?®® In largest industries, textiles and food produitts,survival level seems to follow along
same track with the exception of entry decade 18389, which can be attributed to the rise of
corporate textile clusters in Vladimir and Lodzggable 3 in chapter 4). Technologically
dependent mining and metal industry had relatimedylest survival rates during the early period,
while in petroleum-coal industry the strongest cogpions were chartered either in early or late
period. Many of these figures don't sit particwantell on Klepper’'s theories on industry spinoffs,
according to which the early entrants are likelptdperform newcomers due to the lower entry
barriers in the early phase and hazard rate iedhy phase and weaker selection proé&ss.
Numerically, it doesn’t seem that the early ensdrad better survival rates than latecomers of the

early 2" century in any major industy®

One possible explanation for this phenomenon isithr role of foreign entrepreneurship and
management in Russian enterprises, which can Ineaseease-specific distorting factors that were
not included in Klepper's model of spinoff-dynami€®r example in metal and mining industry as
well as in chemical production, the increasing fl&Vestern technologies and knowledge reverse
the pattern suggested by Klepper. Further anatysihie performance of clusters in comparison to
the major industries can be drawn from the tablettere the survival rates of major clusters is

calculated in similar method as has been donebie &

Overall, the clusters do seem to satisfy the th@aigoresupposition that the survival rate in
clusters exceeds the general level, but intrigyitigis is not the case in Don Region metal &
mining cluster or in St. Petersburg textile clus#®hile in theory this might imply some sort of
decline in cluster development towards homogen#ig/more probable reason here is that the
overall emergence rate of these industries deffived other emerging clusters to such a high
degree that, especially in Don Region, the loweergi@nce percentage did not imply decline as
such but more because of creative destruction hitaugby the influence of foreign competition.
However, if the industries themselves fitted witKilepper’'s theory to rather varying degrees in
table 8, the clusters here seem to highlight euethdr the deep geographical variations in

industrial performance.

293 Owen 1995, 33 - 34.

294 Klepper 2007; Boschma & Ledder 2010, 202 - 203.

295 That is not to say anything about the capitaleldl perfomance of the surviving firms. Large peosyy firms, such
as Nobel's petroleum enterprise may have had Iodiieintial role in firm survivals (1880 - 1889) dteethe
establishment of industrial framework and on theeohand discouraging (1890 - 1907) effect dudéd tmonopolistic
aims. In the limits of this study it is not, howeypossible to fully analyze the effect of this pbeenon throughout the
Russian Empire.
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Table 8. Existing corporations in 1914 sorted by entry years in cluster-specific industries

(percentage share of all entries in the industry)

st 1800-  1860- 1880-  1890- 1900-  1908- A\;e;rragfe Total
¥ 1860 1880 1889 1899 1907 1913 ¥
emergence
Food industry 1897 387
5(29%) 67 (51%) 27 (42%) 100 (51%) 59 (54%) 129 (74%) (56%)
Textiles 1894 348
17 (35%)  38(51%) 65(65%) 89 (55%) 41(49%) 98 (73%) (58%)
!Vlcijning & Metal 1902 278
industry 1(14%)  8(21%) 12(35%)  61(45%) 58 (54%) 88 (68%) (50%)
Wholesale &
Retail Trade 1905 179
0(9) 2(66%)  7(70%) 28 (56%) 43(72%) 99 (77%) (69%)
Finance,
Insurance & Real 1890 118
Estate 7(26%)  41(41%)  6(20%) 13 (31%) 6 (17%) 45 (44%) (35%)
Chemicals 1901 96
1(17%) 4(20%)  7(54%) 30 (45%) 20 (42%) 34 (52%) (44%)
Petro-coal 1901 53
industry 0(1) 2(50%) 9 (69%) 8(24%) 10(26%) 24 (50%) (38%)

Source: RUSCORP

On the basis of previously illustrated differengethe economic, social and geographical
background of the main industrial regions, it se@hasisible to conclude that locational and
environmental attributes played a more importal® no firm outperforming and survival than the
generalized spinoff-dynamics. This is not to sat gpinoff-related growth was non-existent, as for
example in Ekaterinoslav mining & metal industrydioscow textile industry the rate of survival
remained high and even rose after the turn of éimtury. Baku and Don Region were further
examples, where the average year of emergence asnoviged firms was timed in the 2@entury
and only in Podolia food industry and St. Peterghextiles could the average be scheduled in the
early period in context of the industrializationRussian Empire. In these regions, there are two
underlying factors contributing to this developmemnt one hand the concentration effect that
caused merging and larger firm sizes, thus retgittie growth of absolute industrial output and on

the other the failure to upgrade regions’ indukbiasis to offset variety-destroying procesysc’és.

296 Boschma 2004, 1010.
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Table 9. Existing cluster-specific corporations in 1914 compared with cluster-specific entries in

major clusters (existing corporations/chartered corporations)297

ndustry  |1800-  1860-  1880-  1890-  1900-  1908- A‘faraff Total
Y |1859 1879 1889 1899 1907 1913 year
emergence
"c\g:()'ZICSSW 2/10 21/27  21/30  18/40  17/23  36/46 1895  115/176 (65%)
Kiev food 0 14/21 4/7 24/35 3/9 8/12 1892 53/84 (63%)
industry
Ekaterinoslav
metal & 0/0 4/7 2/3 9/19 10/17  12/13 1900 37/59 (63%)
mining
Podolia food
. 0 23/32 2/6 6/12 2/4 4/5 1883 37/59 (63%)
industry
Lodz textiles 0/0 1/0 6/6 18/32 3/11 8/10 1898 36/59 (61%)
Don Region
metal & 0/0 0/3 0/4 4/3 3/9 14/24 1907 21/43 (49%)
mining
Baku petro- o
coal industry 0 1/2 6/4 6/23 6/23 8/18 1900 27/70 (39%)
f:xf,fet: SOUE| o2 4/10 4/14 7/14 2/10 7/15 1881 33/85 (39%)

Source: RUSCORP

The factory-size analysis of St. Petersburg textile discussed before seems to imply that the
former factor was strongly enough present to mairttee vitality of textile industry, but possibly a
the cost of various cluster agglomeration benefitéich emerge in more competitive regional
market. Nevertheless, St. Petersburg as a lamgélstrialized and diversified region was probably
able to endure more homogeneity within a partichtanch of industry, because supplementary

industries were also capable of providing innovagiand knowledge from their similar

297 Few statistical anomalies in RUSCORP databasgsecthe minor inconsistencies in the table ddta.shrvival
data from 1914 (File D) is not explicitly comparalbd the corporation charters (Files A & B) dudliféerent archival
sources from which they are gathered. Thereforagsmorporations may appear in charters in diffeopetrational
locations and functions as they do in the existetata of 1914. In the table, the three bolded exesrpighlight this
phenomenon, which may cause small-scale alteraitiotie data in tables 9 and 10. The bolded exasripbee are
caused by changes in firm function after origirtsdrtering (1 company in Baku) and the change ohary operational
location mentioned in the original charter (1 compa Baku, 1 company in Lodz and 1 company in [Region).
Further inconsistencies, although possible, wetdaund in compiling of the table.
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technological space. One has to bear in mind aksiothe growth of industrial centres themselves, a
sign of agglomeration economics, likely influencginoffs among other corporate functions. In
Podolia, the long-lasting depression in new clustdries was combined with the competition from
Kiev, which was located just few hundred kilometir@$he North-East. The mono-industrial
structure of the region caused the cluster to tinftards the path where, in terms of Fornahl &
Menzel, too little heterogeneity and diversity faw ideas stalled the development of both sugar

cluster and the supplementary corporations inegen?*®

5.7 Cluster life cycles

According to Fornahl & Menzel, the precondition uggments for cluster stage development that
conclude the emergence phase and begin the phaperasing cluster contain either company
amount reaching “critical mass” and thus growtlesagxceeding the rates in non-clustered
companies or when the potential clusters’ abilitpct as industrial focal point vanisté$Though
the RUSCORP data or other Tsarist documents dpmoetde possibility to comprehensively
confirm the first condition due to the unreliablaunt practisé’, the latter is also rather difficult
to imply in Russian conditions because of the laglgurvival rates from other periods. As the
tables on the development of corporate emergenae steowed, no significant decline in
emergence rates (and confirmed with lack of firm&914 survival data) has been visible in any of
the clusters presented in tables 2, 3 and 6 intehdp The table 9 which illustrates the number of
emerged “top-industry” corporations in clusters gamed with all “top-industry” entries, indicates
some difficulties in determining the appearancé&cdfical mass”. In Kiev, Podolia and Moscow, a
large amount of prosperious (that survived till 4p&orporations seem to have emerged in 1860 -
1879, but the declining emergence rate of Poddiéa 4880s and decades of slow emergence in
Kiev in 1880s and 1900s imply that the influx ofarations in 1860 - 1879 should not be
exaggerated. Podolia, with its dropping emergeatenremains the only cluster that could possibly
be applied the status of transient focal point,thatfact that the region still had 37 sugar congsn

in 1914 (a major figure by Russian standards) do¢sndicate much of a decline in operations.

Although the outbreak of the World War | and thd Z8olshevik Revolution prevented the further
natural development of Russian clusters, the exatiim of table 9 implies that measured by

corporate entries, majority of clusters had at minn attained the initial stage of emergence and

298 Fornahl & Menzel 2010, 8, 16.
299 Fornahl & Menzel 2010, 29 - 30.
300 Owen 1995, 7.
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already enjoyed agglomeration benefits through ipraie location in similar technological space.
Both the percentage of surviving corporations dredegmergence rate were growing rapidly despite
occasional setbacks caused by political unresteaadomic depressions (see Figure 3 in chapter
4).
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6 CONCLUSIONS

Due to the exceptional historical setting in thigdy for which modern cluster theories were never
intended to implement, it would be too much ofragification to conclude much of the overall
vitality and sophistication of cluster forms in Rigs as some might even claim them the opposite
due to the backward industrial practises and corsgas with contemporary European industries.
Nevertheless, the findings suggest that althougkemeompetitive in international scale, the
survival rate of clusters and their relative betsdfiside the Russian Empire made them still
capable assets in regional economic development@sl which in state-supported conditions
could spearhead the industrialization under Tseggitne. The geographical concentration of
Russian industrialization was not just concentratibprivate enterprises in regions, but also the
concentration of industrial technology and knowked@fter the corporations started to emerge into
the core of the Russian economy in the 1870s,ef@mal variances grew alongside further
dividing the gap between agricultural and industtistrics. The largest contrast was between the
two capitals, Moscow and St. Petersburg which actEulifor approximately one half of all
corporate entries, and the rest of the Empire.Wiidlustrial regions, various networks started to
develop aiming to influence local policies with mtreneurial interests. Above all this, the
government sought to institutionally support theeegence of Russian industry and thus
corporations. These factors listed here all haparaiin the modern interpretation of a cluster, yet
the pattern of emergence in Imperial Russia doegmgicitly rely on the reasons compiled in the

cluster studies which have been used in suppamiecin this study.

By studying the corporate entries from RUSCORP sugplementary research literature, the major
clusters have been possible to identify along wWithmost prominent reasons behind their
emergence. These findings have been compiled itatite 10. Reflecting on the explanations that
are offered in cluster literature for emergencehsas knowledge accumulation, labour supply and
spinoffs, it is quite striking that only Lodz appg#o have emerged as industrial cluster withoait th
benefit of either natural resources or urban emvirent, although the latter quickly emerged along
with the concentrated textile industry. Moreow&e role of foreign technology was very
prominent in the emergence and growth of Russiastets. As the tables 2, 3 and 6 suggest, the
only three clusters without significant foreignlugnce in technology, Odessa, Kiev and Podolia,
remained in a secondary role in terms of induspriatiuction (Kiev ranked"sin the table 3 and™

in the table 6, Odessa bein{j in both respectively) or even experienced a digientry rate

(Podolia, see table 9). Returning to the modermiieins that contribute to the cluster emergence,
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Russian industries did include several noteworthiybates. Evidently important factors include

here the role of (foreign) technology, knowledgd akilled labour (in the form of management),
supportive institutions (state investments, raiimeanks). The development of the patent amounts
indicates, however, that the role of innovationd apinoffs was not as important in Russian Empire
as it is thought in modern economies. A partiall@xation for this was the presence of superior
foreign technology which discouraged productioremweness, but also institutional features, such
as the weakness of patent legislation and perloapsne extent the cultural suspicions towards

modern technology.

Table 10. Major clusters in Russian Empire andrtbleistering

Cluster Major industry Emergence period Explanations behind clustering
Baku Oil, petroleum Natural resources, foreign technology,
’ 1880s increased transport possibilities
Capital status, urban environment, foreign
St. Petersburg Severa.l (textiles, technology, available capital sources,
metal industry, etc.) governmental presence, seaport, increased
Pre-1860s transport possibilities
) Capital status, urban environment, foreign
Moscow Several (textiles technology, available capital sources,
etc.) governmental presence, traditional market
Pre-1860s centre, established merchant networks
Foreign technology, foreign management,
Lodz Textiles entrepreneurial traditions, foreign
1870s investments, skilled labour
Several (chemicals Networks to European industrialization,
Warsaw metal industry, food foreign technology, capital status, urban
industry) environment, skilled labour, increased

Pre-1860s transport possibilites

Natural resources, foreign entrepreneurship,
foreign technology, entrepreneurial
networking, foreign investments, state
investments, increased transport possibilities,

Don Region Mining

1880s seaport
Kiev Food industry Skilled labour supply, urban environment,
(sugar) 1860s natural resources (fertile soil)
Several (food
Odessa industry, finance Seaport, urban environment, traditional
etc.) Pre-1860s market centre

Natural resources, foreign technology,

Ekaterinoslav | Mining ) e
1870s increased transport possibilities

Natural resources (fertile soil),

Podolia Food industry .
1860s entrepreneurial networks
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While the conceptual testing of modern cluster nhad&sarist economy might seem somewhat
unorthodox way of examining T'&entury industrial structures, the results indidhtt the

historical sources present a valuable environnfettrhay help cluster theorists to evaluate more
accurately the impact of the factors that are thofignctionally essential in clusters. The nedgssi
of cluster attributes is dependent on the envirortrirepredicting the cluster outcome. This point is
also illuminated if one tries to apply theoretioeomic suppositions, such as perfect competition,
non-regulated markets or equal access to informaitiomodelling the economy of the Russian
Empire. Thus accordingly, the results of this staldguld not be too eagerly generalized to imply
the attributes that are or are not important in ennctluster emergence. More detailed approaches
are necessary to conclusively measure the impartaheach attribute in formation of clusters.
Such qualitative measuring and detailed comparsa@itributes would certainly provide a more

accurate picture of clusters in the case of Rudsmpire as well.

Another theme demanding further attention is the & the clusters after the collapse of the Tsaris
state. The Bolshevik rule meant rapid decline fier private corporatism, but even during the Soviet
era the major industrial districts of the™&entury remained active. This arouses the question
whether the cluster dynamics also contributed éoStviet era performance of these regions and
what was the effect of the different economic poba clusters. Furthermore, how did this effect
impact on the attributes compiled in the tableHdl had shaped the formation and performance of
clusters? Theoretically, it would seem plausibbg the transition of the economic environment
would influence the cluster attributes and therefalso the outcomes. A corresponding study on the
Soviet clusters, especially the ones that emergeidgi20” century, might further contribute to the
understanding of cluster functioning in Russia emeéconomies experiencing massive societal

transitions.
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APPENDIX

| Appendix A. — RUSCORP-database location codes

The RUSCORP-database (Files A, B, D, F) uses time system of location codes as the report of
the 1897 imperial Russian census, in which eachipre has own numerical code from 01 to 89.
Few additional codes have been added by the conigilemas C. Owen. In this study, regions
have been classified using the first two-digiteath code (for example “St. Petersburg” includes

all firms that have location code from 3700 to 3799

The four-digit codes that appear in the RUSCORRIzfese are stated in the database codéBook

Il Appendix B — Specifications for tables and figues

The regions used in the tables derive from the-fbgit codes presented in Appendix A. In the
RUSCORP data the used variables for table 1 hase b@C1-code which indicates the primary
operational location of the corporation and HQ-cadiéch indicates the location of corporation’s
administrative headquarters. The tables have be®pited as follows:

Table 1

Poland & Belarus
- Plock(57xx), Warsaw (51xx), Lodz & Piotrkow (56xXjielce (53xx), Lublin (55xx),
Radom (58xx), Vitebsk (05xx), Belostok & Grodno ¥k}, Kalisz (52xx), Minsk (22xx),
Mogilev & Gorki (23xx), Siedlce (60xx), Lomza (54xxSuwalki (59xx), Nieman (9206),
Vistula (9207), West(17xx, 04xx, 11xx, 22xXx, 230&6xX, 40xx), Kingdom of Poland (51x-
60xx, 9206-07)

Ukraine
- Kiev (16xx), Odessa (47xx), Ekaterinoslav, RosteMDon, Kharkov, Simferopol, Vinnitsa
& Podolia, Volynia, Poltava, Chernigov, Bessarabiaepr, South

Western Russia
- Voronezh, Vladimir, Perm, Nizhnyj Novgorod, Sarat&wursk, Tver, Kostroma, Yaroslav,

Novgorod, Tula, Orenburg, Ryazan, Samara, Tambaehangel, Orel, Kazan, Viatka,
Kaluga, White Sea, Smolensk, Olonetsk, Simbirskidga, Penza, Pskov, Ufa, Vologda,
Arctic Sea, Barents, Chud & Pskov, Don & Donetslgép North Dvina & Pechora, Central,
Volga-Ural, North, Finland

Baltic Region

301 Owen 2002b, 68 - 87.
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- Riga & Livland, Baltic Sea, Courland, Reval & Esith Vilna, Kovno, Western Dvina,
Baltic

Central Asia
- Baku (61xx), Fergana, Caspian Sea, Astrakhan, Saatipsk, Syr Daria & Tashkent,
Elizavetpol, Samarkand, Uralsk, Akmolinsk, Turgsial, Central Asia, Transcaspian

Caucasus
- Kuban, Terek, Tiflis, Kutais, Black Sea, ChernompiBagestan, Azov Sea, Erevan,
Stavropol, Caucasus

Siberia & Far East
- Maritime Region, Enisei, Irkutsk, Tomsk, Amur Yagkt Transbaikal, Sakhalin, Sea of
Japan, Sea of Ohotsk, Tobolsk, Indian Sea, AmurthiNEastern Siberian rivers, Lena,
Enisei, Ob, Siberia & Far East

Moscow
- Moscow (24xx)

St. Petersburg
- St. Petersburg (37xx)

Not-classified
- Foreign countries in general, Entire Empire, Africarkey, Persia, South Asia, Mongolia,
China, Korea, Japan, Unspecified foreign countpgdtion not-specified

The four-digit function codes used in the RUSCORRase are borrowed from the Standard
Industrial Classification (SIC) system from the y&8873°2 The system consists of 9999 codes
which define the function of industrial enterpris€be used variable in the tables has been FUNC1
which indicates the primary function of each cogtimm. The codes in the tables of this study are
combined in following categories:

Tables 2,3,5&6

Finance, Insurance, Real Estate 60xx

Other 38xX, 70XX, 72XX, 25%XX, 39X, 99xX, 42XX,
48xX, 80xX, 79xX, 73xX, 82xX

Textiles 22xX, 31xx, 23xX

Food Industry & Tobacco 20xx, 21xx

Chemicals 28xx

Electricity, gas and water equipment 49xx

Paper, lumber, wood, forestry 24xx, 26xx, 08xx

Transportation 41XX, 27XX, 47XX

Transport equipment 37xx

Metal Industry 33xX, 34xx

Water transportation 44xx

302http://www.secinfo.com/$/SEC/SIC.asp? Start=#Stagsleited 24.04.2015.
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Railroad construction
Machinery

Stone, glass, clay industries
Wholesale & retail trade
Mining

Agriculture

Petroleum & coal industry
Rubber & plastic industry
Electricity

Construction

Printing, publishing

Table 4

Petroleum products:
Coal:

Iron and steel, (inc. rails):
Lumber:

Sugar:

Cotton & Wool:

79

40xx

35xx

32xX

50xx, 51xX, 56xXx, 59&%8xXx
10xx, 11xx, 12xx, 13xX, 14xx
00xx-09xx

29xX, 46XxX

30xx
36xx

15xx, 16xx, 17xx

27xXX

29xx, 13xX
11xx, 12xx
10xx, 33xx, 3424RXX
24xx
206x
22XX



