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Abstract 
“In Search of Friendship” attempts to set straight the confounding record on 

Russian oil. Engaging a rich literature centered on questions of national energy 

dependency, a broad term denoting fraught reliance on potentially scarce fuel supplies, 

the dissertation poses alternative questions of energy transition, or changes in the state of 

a given energy system. These questions include the following: Why did the Soviet 

government neglect its oil industry for more than two decades after coming to power? 

How did that same government then manage to transform its oil industry into a global 

leader within less than a decade during the Cold War? And how did it manage to 

mobilize the material resources, political will, and technical know-how to build the 

world’s longest oil pipeline, which they named “Druzhba,” the Russian word for 

friendship? Traditionally, scholars have answered these questions by arguing that the 

Soviet government repurposed tried-and-true tools of central economic planning as 

circumstances demanded, changing its underlying economic system little in the process. 

Applying a business history approach, “In Search of Friendship” counters this narrative 

by bringing the socialist firm to the center of its analysis to create a narrative of dynamic 

if ultimately unsuccessful change and innovation. In short, it supplants a story of what 

one historian has called “history’s cruel tricks” with another story of “best laid plans gone 

awry.” In the process, it draws heavily on material from more than a dozen historical 

repositories in Russia, including the State Archive of the Russian Federation, the Russian 

State Archive of the Economy, and the National Archive of the Republic of Tatarstan. 
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 1 

Introduction: Understanding the Russian Energy Revolution 
What I am about to tell you was told to me by my neighbor, an oilman. He can 
speak not only with many different people, but also with trees, machines, and 
buildings. To him, the subsoil is simply Grandfather Davan (they draw oil out of 
the Devonian layers here in Tatarstan); nature in its entirety is Aunt Giuldzhikhan 
(guil is the Tatar word for flower, dzhikhan nature); and oil is just Sylu (belle). 
The people of my country know how to make a fairytale come true, and our life is 
so much like a fairytale now. 

A. M. Malikov, Tanbatyr: The Ballad of an Oilman (1974) 
 
 

Today, southeastern Tatarstan is curiously picturesque. Visitors usually come in 

ride-shares via the Republic’s capital, Kazan, and its longest highway, the Orenburg 

Tract. About an hour outside Kazan, they cross over the wide Kama River onto a rolling 

plain dotted with rocky hills, stands of birch, and hedgerow. After another hour, they 

begin moving cautiously through farm villages where shepherds often cross the Tract 

with livestock during the grazing months. Then, only a short time later, they enter the 

oilfields. Pumpjacks soon dominate the landscape, their horse-headed walking beams 

bowing like greeters while mechanically lifting petroleum from deep underground. Fixed 

in place, the machines pass by outside car windows one at a time, later in pairs, still later 

in groups of three or four. Denser clusters come into view just outside Almetevsk, the 

Republic’s oil hub. Many there are painted in the national colors: red, white, and green. 

Those blend particularly well with the forested land on clear days, looking almost like 

gnarled trees swaying in the wind. It is a comforting, and ironic, illusion. 

Indeed, for millennia the inhabitants of southeastern Tatarstan lived off the spoils 

of its surface rather than its depths. They harvested large crops of nutritious rye, barley, 
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and buckwheat from the rich topsoil. They also trapped scores of fur-bearing squirrel, 

marten, and mink in the dense thickets. Most important, they caught schools of hearty 

sterlet, pike-perch, and ide from the many rivers like the Kama, or the great Volga at its 

headwaters farther west. With such accessible bounty, they built a wealthy merchant state 

in the eighth century that stretched from the Volga all the way east to the Ural Mountains, 

and later emerged as a bastion of Islam, but also lured invaders.1 The Golden Horde came 

in 1236, and Ivan the Terrible in 1552. Under the latter’s successors, they often struggled 

as Turkic Muslim subjects of the Slavic Orthodox Russian Empire. The mullah Gabdulla 

Galiev, or Batirsha, led a rebellion in 1755. Peasant crowds likewise incited dozens of 

uprisings after the Russo-Turkish War in 1878.2 Yet the land almost always provided. 

Famine hit only with advent of modernity, first in 1891 during a first industrialization, 

and then again exactly thirty years later, under Soviet power.3 

Agents of Soviet power initially swept through this land between the Volga and 

the Urals hell-bent on realizing a revolution. They ultimately realized at least two. The 

first began in 1919 and transformed what had been a Tsarist colonial province into a so-

called “Autonomous Soviet Socialist Republic.” This revolution manifested in red 

 

1 I found the work of Stephen Kotkin and Catherine Evtukhov valuable when writing these brief 
descriptions. See Kotkin, Magnetic Mountain: Stalinism as a Civilization (Berkeley, CA: University of 
California Press, 1995), 1; and Evtukhov, Portrait of a Russian Province: Economy, Society, and 
Civilization in Nineteenth Century Nizhnii Novgorod (Pittsburgh, PA: University of Pittsburgh Press, 
2011), esp. chs. 2 and 4. 
2 Azade-Ayse Rorlich, The Volga Tatars: A Profile in National Resiience. (Stanford, CA: Hoover 
Institution Press, 1986), chs. 3-5. 
3 Christopher Mizelle “‘Battle with Famine’: Soviet Relief and the Tatar Republic, 1921-1922 (PhD diss., 
University of Virginia, 2002), 70-93. 
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banners, reading circles, and constructivist architecture. It changed how people worked, 

spoke, and understood the world around them. It forged a new society, one later known as 

Stalinist. The second revolution began more than two decades later and transformed the 

Tatar ASSR into one of the world’s preeminent petroleum regions. It manifested in 

derricks, drill bits, and pipelines. It changed how people cooked, moved, and heated their 

homes.4 In short, it inaugurated an energy transition, or a switch between primary sources 

of power, from wood and coal to oil and natural gas. This dissertation attempts to tell the 

story of how these two revolutions not only collided in southeastern Tatarstan, but also 

expanded across the European continent in the form of the world’s largest oil pipeline: 

Druzhba, or “Friendship.” Put more simply, it attempts to tell the story of how the Soviet 

Union became one of the world’s top oil exporters. 

Scholars throughout the social sciences rightly consider the history of Russian oil 

to be a textbook example of the so-called “oil curse.” A thorough historical investigation 

beginning in Tatarstan, however, reveals that the distinctiveness of Russian oil lay not in 

the comparatively inferior economic growth it has generated, but rather in the 

comparatively uneven tempo of its development: Its belated discovery, breakneck 

production, and premature exhaustion. The discovery of Tatarstan’s mineral wealth and 

the subsequent building of Druzhba catalyzed the formation of new kinds of socialism, 

 

4 A. A. Trofimuk, Uralo-Povolzhe — Novaia neftianaia baza SSSR, istoriia otkrytiia, sostoianie, 
perspektivy (Moscow: Gosudarstvennoe nauchno-tekhnicheskoe izdatelstvo neftianoi i gorno-toplivnoi 
literatura, 1957), 38-39. 



 

 4 

ones best approached, to borrow from a celebrated historian, “through a sharply focused 

case study.”5 

Approaches to the Study of Russian Oil 

One would be hard pressed to find a more interdisciplinary group of specialists 

than those in Russian oil. During the twentieth century, they included among others 

anthropologists, economists, geologists, political scientists, and practicing oilmen (nearly 

all men).6 Today, they include the same sorts of experts as well as lawyers, historians, and 

even critical theorists (a growing number of whom are women).7 Of those in the United 

States, a large fraction operate in academe, but many do not. Aside from university 

presses, they write for government agencies, major news outlets, and private firms. They 

serve as keynote speakers, talking heads, and expert witnesses. Any given two share little 

in common in terms of career path, except perhaps the fact that neither are household 

names. Yet for all this professional diversity, these intellectual authorities have 

maintained a remarkably singular focus in their published work for decades. They have 

prioritized questions of dependency, a term that most often denotes vulnerabilities to 

supply disruptions. There has been variation in the kinds of dependency they have 

 

5 Kotkin, Magnetic Mountain, 2. 
6 A notable exception is Angela E. Stent, an American political scientist and advocate for women in higher 
education. See From Embargo to Ostpolitik: The Political Economy of West German-Soviet Relations, 
1955-1980 (New York: Cambridge University Press, 1981); and Soviet Energy and Western Europe, 
Washington Papers 90 (Washington, D.C.: Center for Strategic and International Studies, Georgetown 
University, 1982). See also “Academe’s New Girl Network,” Change 10, no. 6 (1978): 18–21. 
7 See Margarita Balmaceda, Per Högselius, Corey Johnson, Heiko Pleines, Douglas Rogers, and Veli-Pekka 
Tynkkynen. “Energy Materiality: A Conceptual Review of Multi-Disciplinary Approaches.” Energy 
Research & Social Science 56 (October 1, 2019): 101220. 



 

 5 

investigated, to be sure, but only slight variation. Indeed, a review of what might be 

called the “academic canon” in English reveals just three distinct research agendas, and 

with them a constancy that belies key aspects of this historical subject. 

U.S. and European experts staked out the first research agenda for Russian oil 

during the early 1950s around questions of scarcity such as whether lagging production 

was “Stalin’s Achilles’ Heel.”8 A testament to an escalating Cold War, the agenda 

reflected widespread concerns about Soviet military capabilities. Indeed, Demitri B. 

Shimkin, the “Russian born but American educated” instigator of the first major 

interpretative debate over the topic, boasted not only an Ivy League pedigree, but also a 

stint with the War Department General Staff.9 A Princeton-trained anthropologist working 

at Harvard’s Russian Research Center, Shimkin introduced the issue of Soviet energy 

scarcity to broad audiences in 1950 with an article in the globally syndicated Oil & Gas 

Journal entitled “Is Petroleum a Soviet Weakness?”10 Armed with prior research and 

recent statistics, he answered unequivocally in the affirmative, casting blame on the 

Soviet centrally planned economy.11 That argument piqued Heinrich Hassmann, a West 

German expert at the University of Hamburg. In a volume published the very next year 

 

8 Stephen Kotkin, Armageddon Averted: The Soviet Collapse, 1970-2000, Updated ed. (New York: Oxford 
University Press, 2008), 15. 
9 I take this quote about Shimkin’s background from the biographical preface to the article cited below. For 
Shimkin’s obituary, see “Demiti Shimkin,” New York Times, December, 25, 1992, A29. 
10 Shimkin, “Is Petroleum a Soviet Weakness?” assisted by Nicholas DeWitt, Oil & Gas Journal 
(December 21, 1950): 215-226. 
11 For Shimkin’s earlier research, see the three-part article published under the title “The Automobile 
Industry That’s Behind the Iron Curtain” in Automotive Industries on February 1, 1948, February 15, 1948, 
and April 1, 1948 on pages 25-27, 34-37, and 30-33, respectively. 
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and translated into English soon after, Hassmann offered a rebuttal, claiming that 

Shimkin had fixed the origins of the Soviet oil industry before the beginning of the 

planned economy and thus distorted considerable potential for growth.12 The point was 

ultimately well-taken, and not only by Shimkin.13 Analysts at the recently created Central 

Intelligence Agency began studying the Soviet Union’s peculiar oil consumption patterns 

in depth before the end of the decade.14 

Western research into Soviet scarcity relationships transformed into a matter of 

utmost urgency during the late 1950s thanks to an unexpected surge of “red oil” into 

European markets.15 Ironically, this so-called “oil offensive” coincided with a thaw in 

Cold War tensions between the two superpowers that led to mutually beneficial 

exchanges of industry experts.16 These exchanges, in turn, yielded a rich descriptive 

literature in the early 1960s that shed much-needed light on the Soviet oil industry’s 

 

12 See Heinrich Hassmann, Oil in the Soviet Union: History, Geography, Problems, translated by Alfred M. 
Leeston (Princeton, NJ: Princeton University Press, 1953), 126-27. For the original German text, see 
Hassmann, Erdöl in der Sowjetunion: Geschichte-Gebiete-Probleme (Hamburg: Industrieverlag von 
Hernhaussen K.G., 1951). For a contemporaneous review of the same in English, see Margaret Dewar, 
Review of Erdol in der Sowjetunion: Geschichte-Gebiete-Probleme, by Heinrich Hassmann, International 
Affairs 28, no. 2 (1952): 249. 
13 Shimkin in a review of Hassman’s book acknowledged significant analytical contributions but bemoaned 
“weaknesses of documentation, substance, and editing.” See Review of Oil in the Soviet Union by Heinrich 
Hassmann and Alfred M. Leeston, American Slavic and East European Review 13, no. 2 (1954): 282-83. 
14 CIA, “Civil Consumption of Petroleum Products in the USSR, 1953-57, Washington, D.C., March 1960. 
15 See for example J. H. Carmical, “Red Oil Squeezes World Markets: Soviets Exporting 300,000 Barrels a 
Day,” New York Times, February 8, 1959, F1. 
16 See Harold Lubell, “The Soviet Oil Offensive,” RAND Paper (Santa Monica, CA: RAND Corporation, 
1961). For a recent interpretation, see Jeronim Perović, “The Soviet Union’s Rise as an International 
Energy Power” in Cold War Energy: A Transnational History of Soviet Oil and Gas edited by Jeronim 
Perović (Cham, Switzerland : Palgrave Macmillan, 2017), 11-14. 
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performance but provided few if any new interpretative insights.17 Robert W. Campbell, 

an economist at the University of Indiana, filled that yawning gap several years later with 

a seminal book plainly titled The Economics of Soviet Oil and Gas (1968). Campbell 

therein framed the ongoing Soviet energy boom as the result of recent corrections to 

earlier policy mistakes prompted by the “somewhat unanticipated discovery of rich new 

oil regions [in the Volga-Urals].”18 He argued that Soviet planners, having neglected oil 

production before World War II, now struggled to transition their country’s mainly coal- 

and hydro-powered economy to hydrocarbon fuels due to stubbornness as well as a lack 

of experience.19 Whether the Kremlin would continue shipping massive quantities of oil 

abroad, therefore, depended on planners’ abilities to leverage oil as a replacement for 

other fuels at home. Given that Soviet leaders had already begun streamlining their 

country’s planning and management systems, a continuing oil offensive seemed almost 

certain. 

Interest in Russian oil among Western experts reached a high point during the 

1970s due to a dramatic revolution in global scarcity relationships precipitated by an 

Arab-led embargo. The U.S. and many Western European countries, all allies of Israel 

during the so-called Yom Kippur War of 1973, suffered destabilizing energy crises while 

the Soviet Union appeared to enjoy not only greater energy security but also windfall 

 

17 See esp. Robert E. Ebel, The Petroleum Industry of the Soviet Union (New York: American Petroleum 
Institute, 1961). 
18 Campbell, The Economics of Soviet Oil and Gas (Baltimore, MD: Resources for the Future, Inc. by The 
Johns Hopkins University Press, 1968), 251. 
19 Campbell, The Economics of Soviet Oil and Gas, 8-13. 
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profits from scaled-up oil exports. Desperate to make sense of the situation, an eclectic 

cohort of specialists fixated on the Kremlin’s relationships in the Persian Gulf, the anchor 

of the Organization of Petroleum Exporting Countries (OPEC), the institution that had 

given the embargo teeth.20 Some like Marshall I. Goldman, an economist at Wellesley, 

also examined new possibilites for East-West trade, arguing that despite the cost and 

political risk, “Soviet supplies could be an important supplement to petroleum from the 

Middle East.”21 Nevertheless, it was Campbell who once again provided interpretative 

clarity. Analyzing major trends in Soviet petroleum since 1965, the economist in a follow 

up to his earlier book argued that Soviet planners had managed to leverage their country’s 

endowments by successfully circumventing complicated technological barriers with 

rather rudimentary solutions. Even achievements “such as the construction of very long 

pipelines of very large average diameter,” he declared, “should be construed as brute-

force flanking movements around technical problems…”22 Like most socialist success 

stories, then, the Soviet oil industry reflected an overabundance of state power and 

resources more than engineering prowess. 

 

20 See for example C. Powell Hutton, “Changing Soviet Oil Interests: Implications for the Middle East,” 
Naval War College Review 24, no. 2 (1971): 76-93; John A. Berry, “Oil and Soviet Policy in the Middle 
East,” Middle East Journal 26, no. 2 (1972): 149-60; Biplab Dasgupta, “Soviet Oil and the Third World,” 
World Development 3, no. 5 (May 1, 1975): 345-60; and Daniel S. Papp, “Soviet Scarcity: The Response of 
a Socialist State, Social Science Quarterly 57, no. 2 (1976): 350-63. 
21 Goldman, Détente and Dollars: Doing Business with the Soviets (New York: Basic Books, 1975), 122. 
See also “The Soviet Union,” Daedalus 104, no. 4 (1975): 129-43. 
22 Campbell, Trends in the Soviet Gas Oil and Gas Industry (Baltimore, MD: Resources of the Future, Inc. 
by The Johns Hopkins University Press, 1976), 86. 
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One episode involving official government forecasts of the Soviet energy 

situation highlighted just how paramount the issue had become within the capitalist 

world. On 15 April 1977, U.S. President Jimmy Carter in a televised news conference 

announced intentions to rally support for a new nationwide energy plan, citing recent 

reports from the CIA showing that global energy security was far worse than generally 

believed.23 Still classified at the time, one of the reports included the startling prediction 

that by 1985 the Soviet Bloc would need to import “a minimum of 3.5 million barrels of 

oil per day” to cover its deficits, intensifying worldwide demand pressures to apocalyptic 

levels.24 When the CIA released the report to the public two weeks later, the prediction 

ignited a media firestorm that reached across the Iron Curtain, prompting the Senate 

Select Committee on Intelligence to launch a formal inquiry.25 The Committee 

determined that while the prediction “ought to be faulted for its lack of clarity on 

[methodology],” the report’s more general conclusions about the dire state of Soviet oil 

production still merited significant attention.26 Indeed, those conclusions soon proved 

correct. By the early 1980s, most observers agreed that the Soviet Union was in the 

 

23 See Edward Cowan, “Carter Cites C.I.A. Report Showing World Oil Reserve Is Overstated,” The New 
York Times, April 16, 1977, 11; and Thomas O’Toole, “CIA Foresees Global Oil Shortage: Global Oil 
Shortage Seen by CIA Within 10 Years,” The Washington Post. April 16, 1977, 1. 
24 CIA, “The International Energy Situation: Outlook to 1985,” ER 77-10240 (Washington, D.C., April 
1977), 13. See also “Prospects for Soviet Oil Production,” ER 77-10270 (Washington, D.C., April 1977); 
and “Prospects for Soviet Oil Production: A Supplemental Analysis,” ER 77-10425 (Washington, D.C., 
July 1977). 
25 See for example “Misusing the C.I.A.,” editortial, The New York Times, April 27, 1977, 22; Marshall I. 
Goldman, “The C.I.A. and Oil,” The New York Times, April 28, 1977, 29; and Edward Cohen, “C.I.A’s 
Forecast of Oil Shortage Is Disputed in 2 Private Reports,” The New York Times, April 29, 15. 
26 See U.S. Select Committee on Intelligence, “The Soviet Oil Situation: An Evaluation of CIA Analyses of 
Soviet Oil Production,” Staff Report (Washington, D.C., May 1978), 7-8. 
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throes of its own energy crisis, one ironically exacerbated by a new global oil glut. The 

editors of The Washington Post in 1983 even ran a retrospective on the whole affair titled 

“CIA Petroleum Prophecy.”27 

With the Soviet Union’s scarcity relationships having unexpectedly come full 

circle, a select group of U.S. scholars in the 1980s concentrated attention on the prospects 

for the country’s beleaguered energy sector.28 Thane Gustafson, a political scientist at 

Georgetown, capped this effort with a book that ran of the presses just as communism in 

Eastern Europe began collapsing, Crisis Amid Plenty (1989). Gustafson focused on two 

key variables in the confounding Soviet energy equation: the planning system and the 

political leadership. He argued that the crisis boiled down to the former, which failed to 

provide leaders with benchmarks between short- and long-term decision-making, as a 

market-based alternative would have furnished. More important, he also claimed that the 

planning system had changed little since its inception, embodying “a Stalinist strategy of 

economic growth,” or one utterly dependent on bureaucratic conflict to generate 

information in lieu of prices reflecting supply and demand.29 “Multiplication of reporting 

agencies, proliferation of watchdogs, institutionalization of mutual suspicion, overlapping 

jurisdictions,” Gustafson wrote, “— these are characteristic features of Soviet 

 

27 Donald F. B. Jameson, “CIA Petroleum Prophecy,” The Washington Post, April 6, 1983, A19. 
28 See for example Leslie Dienes, “The Energy System and Economic Imbalances in the USSR,” Soviet 
Economy 1, no. 4 (October 1, 1985): 340-72. 
29 Gustafson, Crisis Amid Plenty: The Politics of Soviet Energy under Brezhnev and Gorbachev (Princeton, 
NJ: Princeton University Press, 1989), 292. 
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administration to this day…”30 Solving the Soviet energy crisis, therefore, hinged on a 

sweeping reform of Soviet socialism writ-large. Yet unknown to Gustafson, such a reform 

would soon prove impossible. As pro-democracy movements spread from Eastern Europe 

into the Baltic states, General Secretary Mikhail Gorbachev famously chose to let the 

Soviet Union come undone rather than to try to preserve it by force. 

The largely unforeseen Soviet collapse of 1991 left an entire class of U.S. expert 

with the unenviable task of crafting a second research agenda for a subject that for the 

first time in its history had become all but irrelevant. Some tackled questions of post-

Soviet “transition economics,” or comprehensive changeovers from planned to market-

based commerce and from state to private ownership of major firms.31 Yet the most 

influential came to embrace a broader inquiry shaped by a contentious figure in those 

transitions themselves: Jeffrey D. Sachs, a Harvard-based economist who had previously 

advised Russian President Boris Yeltsin’s government on sweeping privatization 

campaigns.32 Collaborating with colleague Andrew W. Warner, Sachs in 1995 produced 

the first scholarly work based on empirical evidence confirming the so-called “natural 

resource curse.”33 A thesis with intellectual roots stretching back to the 1980s, the natural 

resource curse posited a direct causal link between mineral abundance, particularly oil 

 

30 Gustafson, Crisis Amid Plenty, 311. 
31 See for example David Lane, ed., The Political Economy of Russian Oil (Lanham, MD: Rowman & 
Littlefield Publishers, 1999). See also James Watson, “Foreign Investment in Russia: The Case of the Oil 
Industry,” Europe-Asia Studies 48, no. 3 (1996): 429-55. 
32 Janine R. Wedel, “The Harvard Boys Do Russia,” The Nation 266, no. 20 (June 1, 1998), 11-15. 
33 Sachs and Warner, “Natural Resource Abundance and Economic Growth,” NBER Working Paper Series 
(Cambridge, MA: National Bureau of Economic Research, December 1995). 
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abundance, and poor macroeconomic development. Put in plain terms, the idea held that 

booming extractive industries slowed rather than accelerated economic growth by 

causing manufacturing industries to decline. The concept flew in the face of accepted 

principles dating to the very foundation of classical political economy. Nevertheless, the 

rigorous statistical analysis from Warner and Sachs, repeated in a string of subsequent 

reports, provided enough convincing evidence for it to become mainstream.34 The 

implications for studies of Russian oil were profound. 

Caught between the emergence of the natural resource curse thesis and the 

opening of Soviet archives, a handful of scholars set to work crafting historical 

postmortems on why the Soviet Union had so suddenly broken apart.35 Stephen Kotkin, 

an historian at Princeton, provided arguably the most important contribution to the genre 

in Armageddon Averted (2001, 2008). Challenging accepted narratives centered on the 

events of 1989 and 1991, Kotkin situated the Soviet dissolution within a much wider 

context spanning from 1970 to 2000. He argued that the “high drama” was first and 

foremost political, a phenomenon enabled by the equally high energy dramas of the 

1970s. Citing Hassmann, Campbell, and Gustafson as well as channeling Sachs and 

Warner, he explained that Soviet socialism had survived into the late twentieth century 

 

34 For a comprehensive review of the literature on the natural resource curse, see Ramez Abubakr Badeeb, 
Hooi Hooi Lean, and Jeremy Clark, “The Evolution of the Natural Resource Curse Thesis: A Critical 
Literature Survey.” Resources Policy 51 (March 1, 2017): 123-34. 
35 See for example Robert C. Allen, “The Rise and Decline of the Soviet Economy,” The Canadian Journal 
of Economics / Revue Canadienne d’Economique 34, no. 4 (2001): 859-81. 
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almost solely because of oil windfalls.36 Having formed in the crucible of Stalinism and 

emerged victorious from World War II, that non-market system, sustained by discoveries 

of massive petroleum reserves, remained stubbornly unchanged as a resurgent global 

capitalism rendered its most defining characteristics obsolete. Captivated by the sheer 

irony of it all, he labelled the bygone Soviet Union a victim of “history’s cruel tricks.”37 

Many found the interpretation compelling, and understandably so. The intervening years 

between the book’s two editions witnessed an avalanche of natural resource curse 

scholarship across disciplines, including work by Egor Gaidar, Yelstin’s former prime 

minister.38 

Captivated by such novel applications of the resource curse thesis, a variety of 

scholars over the subsequent decade fixated on oil wealth’s alleged ability to arrest 

economic development. After 2001, many expanded on an analytical framework 

developed by Thorvaldur Gylfason, an economist at the University of Iceland who 

emphasized the specific “channels” or mechanisms by which oil appeared to cause 

economic stagnation.39 A handful, however, challenged the resource curse thesis outright. 

Pauline Jones Luong and Erika Weinthal, political scientists at Brown and Duke, 

respectively, used the cases of Russia and four other Soviet successor states to test 

presumed connections between mineral wealth and economic institutions in their book 

 

36 Kotkin, Armageddon Averted, 15n9, 17n10. 
37 See the title of the first chapter of Armageddon Averted. 
38 See E. T.  Gaidar, Collapse of an Empire: Lessons for Modern Russia, translated by Antonina W. Bouis 
(Washington, D.C.: Brookings Institution Press, 2007). 
39 Badeeb, Lean, and Clark, “The Evolution of the Natural Resource Curse Thesis,” 124. 
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Oil Is Not a Curse (2010). The duo argued that the states’ experience indicated that a 

“core assumption” of most earlier case studies, the permanence of institutions’ ownership 

structures, was not only unfounded but misleading.40 Despite sharing a common 

institutional legacy, all five of their post-Soviet republics, they showed, had in fact 

reorganized their petroleum industries in different ways that led to divergent 

developmental outcomes. Thus, Jones Luong and Weinthal concluded that the scholarly 

consensus about the ostensible Russian oil curse stemmed from “a narrow view 

history.”41 Rather than a hard law of economics, the thesis in their view reflected a 

pattern that was not universal and so subject to contingencies. 

The productive debates surrounding the applicability of the natural resource curse 

to the Soviet experience coincided with yet another disruptive development that 

prompted some experts to create a separate, third research agenda for Russian oil: the 

reemergence of a strong Russian oil industry under President Vladimir Putin. Described 

by one expert as “the most influential new force in the world oil market since the 

empowerment of [OPEC],” the ascendant Russian industry prompted scholars to take up 

questions of scarcity once again.42 This time, however, the relationships at issue involved 

not Russia per se but rather European importers of Russia’s energy. Citing a rash of 

contract disputes between Russia and its fellow post-Soviet neighbors, especially 

 

40 Jones Luong and Weinthal, Oil Is Not a Curse: Ownership Structure and Institutions in Soviet Successor 
States (New York: Cambridge University Press, 2010), 322. 
41 Jones Luong and Weinthal, Oil Is Not a Curse, 323. 
42 John D. Grace, Russian Oil Supply: Performance and Prospects (New York: Oxford University Press for 
the Oxford Institute for Energy Studies, 2005), 1. 
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Ukraine, a sizable subset of observers soon arrived at the consensus that Putin’s 

government had learned to halt deliveries of oil and natural gas to gain political 

leverage.43 Put another way, they determined that Russian oil had been transformed into 

an “energy weapon.” Others quickly challenged this consensus, however, arguing that 

sales of Russian energy abroad more often than not unfolded like ordinary business 

relations, at least when Western Europe was involved.44 Goldman, now the dean of 

Russian studies in the U.S., arguably synthesized the two points best in his book 

Petrostate (2008, 2010). As long as energy prices remained stable, Goldman claimed, 

Putin would be able to contain “the Russian Disease” — a variant of the resource curse 

— and wield considerable geopolitical influence.45 

In more recent years, a distinctly international group of scholars have crafted 

innovative studies of Russia’s contested “oil curse” and “energy weapon” with the aim of 

broadening understandings of both concepts. For instance, Margarita M. Balmaceda has 

focused attention on the post-Soviet republics hosting major oil and gas pipelines, or 

“energy poor transit states,” as a distinct conceptual category in her book The Politics of 

Energy Dependency (2013). The combination of energy poverty and transportation roles, 

Balamaceda argued, “created a potentially explosive mixture” that might well be 

 

43 See for example Tim Webb and Neil Barnett,“Gas: Russia’s Secret Agenda Energy Supply Is a ‘Political 
Weapon,’” The Independent on Sunday, January 8, 2006, 6-7; and Umbach, “Global Energy Security and 
the Implications for the EU,” Energy Policy 38, no. 3 (March 1, 2010): 1229-40. 
44 See for example Andreas Goldthau, “Rhetoric Versus Reality: Russian Threats to European Energy 
Supply.” Energy Policy 36, no. 2 (February 1, 2008): 686-92. 
45 Goldman, Petrostate: Putin, Power, and the New Russia, Paperback ed. (New York: Oxford University 
Press, 2010), 190. 
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characterized as a curse all its own.46 Simultaneously, Per Högselius raised doubts about 

accepted notions of Russia’s strategic deployment of an energy weapon in his book on the 

origins of European energy dependency Red Gas (2013). Marshaling a trove of archival 

evidence, Högselius argued that Soviet policymakers as a rule sought to leverage reliable 

energy exports to divide the capitalist world and increase their international prestige 

rather than exploit dependency relationships through “politically motivated supply 

disruptions.”47 Claims that Putin’s government now sought to deploy an energy weapon 

in Western Europe, he concluded, were therefore almost certainly overblown. All told, 

these and other scholars have deepened knowledge of Russian/Soviet energy policy to 

new levels but offered few if any new analytical principles or paradigms. 

Thus, a diverse array of scholars over a period of more than seventy years 

collectively traced a peculiar history of Russian oil through investigations centered on 

three interconnected notions of energy dependency: scarcity, stagnation, and security. Yet 

that history, I submit, can only be understood as a coherent whole through a different 

analytical frame altogether. Indeed, to the vast majority of people who produced it, 

Russian oil, far from being an enigma, a curse, or a weapon, almost always represented a 

hopeful promise of more prosperous times to come. This was particularly true in the 

1950s, when breakneck industrialization in the Volga-Urals opened new possibilities for 

 

46 Margarita M. Balmaceda, The Politics of Energy Dependency: Ukraine, Belarus, and Lithuania Between 
Domestic Oligarchs and Russian Pressure (Toronto: University of Toronto Press, 2013), 23-25. 
47 Per Högselius, Red Gas: Russia and the Origins of European Energy Dependence (New York: Palgrave 
Macmillan, 2013), 221. 
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accelerating a recovery from the devastation of World War II, and again in the 1970s, 

when energy shortages ravaged capitalist nations but remained comparatively rare in 

socialist ones, if only for short while. Such “triumphs,” as one Russian scholar has called 

them, came only after long, drawn-out battles with internal as well as external detractors, 

and ultimately reshaped economic life around the entire globe in lasting ways despite 

ending in “tragedy.”48 A complete history of Russian oil, therefore, must be written with 

an eye toward not energy dependency, but rather fraught energy transitions. 

Tatarstan, Tatneft, and the Druzhba Oil Pipeline 

Nowhere did Soviet peoples experience the sense that oil wealth would open new 

possibilities for their collective enrichment in the early post-World War II period more 

acutely than in Tatarstan. The Kremlin during this time invested terrific sums in 

numerous other oil regions within and outside the Volga-Urals, including Perm, 

Bashkortostan, Orenburg, Kuibyshev, Komi, and Kazakhstan. (Indeed, data on Soviet 

industrial output published by the Central Statistical Administration USSR in 1957 

showed a more than three-fold increase in aggregate oil production during the first 

postwar decade.)49 But Tatarstan remained not only the source of the region’s greatest 

mineral wealth, but also the source of the energy that drove the entire Soviet Union’s 

greatest macroeconomic expansion.50 Moreover, the republic’s petroliferous subsoil itself 

 

48 See M. V. Slavkina, Triumf i tragediia: Razvitie neftegazovogo kompleksa SSSR v 1960-1980-e gody 
(Moscow: Nauka, 2002). 
49 Tsentralnoe statisticheskoe upravlenie, Promyshlennost SSSR: Statisticheskii sbornik (Moscow: 
Gosstatizdat, 1957), 9. 
50 Grace, Russian Oil Supply, 25, 67. 
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was, as one U.S. geologist put it, “only half the story.”51 The republic’s oil firm, Tatneft, 

served as the other half, becoming a site of truly groundbreaking innovation in so-called 

“enabling technologies,” and not only by Soviet standards. Tatneft’s production success, 

in turn, enabled the subsequent construction of the Druzhba oil pipeline from Tatarstan to 

four socialist countries in Eastern Europe, a massive piece of fossil fuel infrastructure that 

shattered world records and remains very much in operation today. 

This dissertation sheds new light on Tatarstan’s oil wealth by situating its history 

within a wider energy transition, a concept “usefully defined as a change in the state of an 

energy system as opposed to a change in an individual energy technology of fuel 

source.”52 The most oft-cited example is the transformation from a preindustrial energy 

system powered by muscle to an industrial one powered by steam-driven machines. In the 

Russian context, however, the trajectory proved less straightforward. Unlike England, 

Germany, or the United States, Russia initially completed that transformation in the 

nineteenth century thanks not only to coal but also to oil, which when paired with novel 

fuel injectors fired steam boilers far more efficiently. By 1900, Russia stood apart from 

the rest of the industrialized world, boasting railroads on which oil accounted for 40.5 

percent of aggregate energy consumption.53 Only in the context of this peculiarity, the 

 

51 Grace, Russian Oil Supply, 20. 
52 Arnulf Grübler, Charlie Wilson, and Gregory Nemet, “Apples, Oranges, and Consistent Comparisons of 
the Temporal Dynamics of Energy Transitions,” Energy Research & Social Science 22 (December 1, 
2016): 18. 
53 A. A. Igolkin, Sovetskaia neftianaia promyshlennost v 1921-1928 godakh (Moscow: Moscow: Rossiiskii 
gosudarstvennyi gumanitarnyi universitet, Institut ekonomiki, upravleniia, i prava, 1999), 13. 
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dissertation contends, can the subsequent development of Russian oil, including its pre-

World War II neglect and postwar boom, be understood in full. 

To capture the booms and busts in a single narrative, the dissertation takes the 

form of a business history, or an investigation centered on “the entrepreneur” and “the 

firm,” broadly construed. The choice of this approach reflects an aim to broaden a 

literature that, as demonstrated above, foregrounds some of the Soviet Union’s most 

visible institutions, its planning and managerial organs, but largely ignores those hidden 

at the bottom of those institutions’ organizational charts. It also opens opportunities to 

reengage with some of the literature’s most important questions. In the first chapter, the 

dissertation returns to Campbell to ask why the Soviet government failed to discover 

Tatarstan’s immense oil wealth until after World War II. In the second, it ask how that 

same government subsequently managed to transform Tatarstan into one of the world’s 

preeminent oil regions within the less a decade. In the third, it reexamines the origins of 

the Soviet oil offensive, asking how socialist engineers organized the successful building 

of Druzhba in face of myriad pressures like technological backwardness. And in the 

fourth, it asks how that remarkable achievement somehow became the pinnacle rather 

than the foundation of international socialist cooperation in the energy sphere. 

Throughout, the dissertation argues that the outcomes in each case hinged on socialist 

systems of management. Systems of delegated management enabled the successes, 

Tatneft and Druzhba, while systems of over-centralized management gave way to the 

failures, lagging oil production and energy crisis. 
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Reflecting the emphasis on firms, this dissertation draws on a wide array of 

archival and printed materials from more than a dozen repositories, including three in 

Tatarstan itself. In the investigations of Tatarstan’s oil wealth, Chapters One and Two, the 

most important materials include orders from the Council of Ministers USSR, annual 

reports from Tatneft, as well as articles printed in the storied trade publication Neftianoe 

khoziastvo [Oil Industry]. In the later investigations of Druzhba, Chapters Three and 

Four, key sources consist of records from the Main Directorate of the Natural Gas 

Industry USSR, the institution that despite its name coordinated the building of the 

massive oil pipeline and its subsequent expansion. While two histories of Druzhba have 

recently appeared in English, their author has with justification relied on far more 

accessible records from Soviet central organs, particularly Gosplan USSR, the 

preeminent body for economic planning. In all four cases, the dissertation supplements 

these materials with a variety of memoirs, journalistic accounts, as well as statistical 

publications, all of which it strives to engage with appropriate levels of trust and 

skepticism. Taken together, these sources lend support to a new interpretation of Russian 

oil history characterized less by “cruel tricks” and more by best laid plans gone awry. 
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1. Finding the Supergiant 

1.1 “The Greatest Puzzle of Soviet Oil History” 

“The slowness in finding and developing the oil of the Volga-Ural region is one 

of the striking features and the greatest puzzle of Soviet oil history,” American economist 

Robert Wellington Campbell declared fifty years ago in 1968.54 Unable to access any 

official Soviet documents, Campbell could only suggest solutions based on publicly 

available data. Nevertheless, those that he did suggest were illuminating, not to mention 

remarkably on point. The data confirmed that some of the explanations given by Soviet 

specialists at the time had merit, particularly those based on a lack of exploratory drilling. 

Conversely, it also showed that explanations resting on difficult geology — or more 

precisely, on the extraordinary depths of the region’s oil deposits and the hardness of its 

rock — lacked evidentiary support. Prospectors had been drilling wells in the Volga-

Urals as deep as anywhere else in the Soviet Union since at least 1935, nearly a decade 

before the first big oil strikes there. The issue, therefore, apparently came down to 

stubbornness. As Campbell summarized: “The story of the Volga-Ural region also bears 

out an opinion often expressed that the Russians [read: Soviets] are really very inflexible 

as economic planners, and hard to shake out of established approaches.”55 Exactly where 

that stubbornness came from, he could not say. 

 

54 Campbell, The Economics of Soviet Oil and Gas, 126. 
55 Campbell, The Economics of Soviet Oil and Gas, 128. 
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Other American Sovietologists apparently could offer no further insights either. 

They left Campbell’s question largely unexplored for the remainder of the Cold War, no 

doubt in part because other, more pressing questions of Soviet energy policy came to the 

fore. Over three decades later in 1999, Russian historian Aleksandr Alekseevich Igolkin 

took up the issue again. Writing for broad audiences of fellow citizens, students, and oil 

workers, Igolkin not only engaged Campbell’s “greatest puzzle” [velichaishaia zagadka] 

directly, but also underscored the financial stakes with a query of his own. “What kind of 

circumstances could have possibly led to a loss for the Soviet Union in the billions of 

dollars?”56 With the aid of previously unavailable archival sources, Igolkin not only 

pinpointed a specific reason for the delay — “a most crucial mistake,” as he called it — 

but also located its origins at a particular moment in the Soviet past.57 “In our opinion,” 

he wrote in the respectfully collective language still typical of the Russian academy, “no 

kind of administrative structure [vlastnaia struktura] that was adequately equipped to 

develop and carry out a national energy policy ever took shape in the 1920s.”58 In other 

words, the delay was the result of an institutional failure, one that occurred years before 

the defining feature of Soviet socialism, the command economy, really began to coalesce. 

Following Igolkin’s footsteps, I too take up Campbell’s question anew, though I 

come to different conclusions than either scholar did. The “slowness” in finding the 

 

56 Igolkin, Otechestvennaia neftianaia promyshlennost v 1917-1920 godakh (Moscow: Rossiiskii 
gosudarstvennyi gumanitarnyi universitet, Institut ekonomiki, upravleniia, i prava, 1999), 58. 
57 Igolkin, Otechestvennaia neftianaia promyshlennost, 68. 
58 Igolkin, Otechestvennaia neftianaia promyshlennost, 68-69. 
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Volga-Urals oil reflected not some habitual inflexibility or a particular institutional 

shortfall, but rather deliberately institutionalized inflexibility. Put another way, the 

delayed occurred not because of a failure of Soviet energy policy, but through its 

successful realization — or more precisely, of strict adherence to what for a time was a 

core principle of Soviet economic planning. I call that principle “predictability above all.” 

Indeed, top Soviet policymakers did more than sideline oil exploration in the Volga-Urals 

(and elsewhere) in the 1920s, as Igolkin demonstrated so thoroughly. They also 

systematically replaced oil with more easily obtainable coal on a country-wide scale. The 

case of the railroads is especially revealing. According to one respected Soviet 

economist, oil accounted for nearly a quarter of all the fuel consumed by the Soviet 

railroads during the planning year 1922/23, but less than half that in 1927/28. Over the 

same period, the share of coal skyrocketed from thirty-nine to over seventy-three 

percent.59 Such a radical restructuring of the Soviet Union’s energy balance, or the 

aggregate amount and composition of the country’s energy use, did not represent an 

accident. Rather, it was foundational to the project of building Soviet socialism; to an 

unparalleled effort to measure economic activity more exactly than ever before. 

I develop this argument by investigating the Russian/Soviet oil industry’s 

potential for geographic expansion over nearly eighty years of its history, from its 

auspicious beginnings in the Caucuses region in 1872 through the belated discovery of 

 

59 L. B. Kafengauz, Evolutsiia promyshlennogo proizvodstva Rossii: Poslednaia tret XIX v. — 30-e gody 
XX v. (Moscow: Rossiiskia akademiia nauk, Institut ekonomiki, 1994), 247. 
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Romashkino in 1948. I frame the investigation as a dialogue with leading Soviet oil 

workers, several of whom chronicled their efforts to realize that potential in memoirs, 

propaganda, and even their own scholarly histories based on archival research. I also 

organize it into three parts. In the first, I show how the development of dual markets for 

refined petroleum products by kept the Russian oil industry free of monopoly control 

from its inception until the outbreak of World War I. In the second, I explain how the 

growth of one those markets in particular led an enterprising entrepreneur to oil seeps just 

outside Kazan in 1911; and how he successfully established a multinational oil concern 

there two years later. In the third, I discuss how that same concern became the subject of 

the first major debate between Soviet petroleum geologists after the October Revolution; 

and how that debate helped convince the Bolsheviks to make their new socialist economy 

a coal-based one in the early 1920s. Lastly, I conclude with a brief meditation on the 

question of predictability in Soviet economic planning generally — a question that I 

explore further in subsequent chapters. 

1.2 Dual Markets Set a Course 

Tsarist bureaucrats jumpstarted the modern Russian oil industry around a 

Caucasian city on the Caspian Sea that was at the time neither modern nor Russian: Baku, 

today the capital of Azerbaijan. Baku was not modern because cart drivers, ploughmen, 

and builders of small fishing vessels had recently made up the bulk of its labor force.60 

Baku was not Russian either because mostly Azeris and Armenians lived there, having 

 

60 F. A. Tagiev, Istoriia goroda Baku v pervoi polovine XIX veka (1806-1859) (Baku: Elm, 1999), 106. 
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become subjects of the Tsar only after a border war with Iran some six decades earlier.61 

Nevertheless, Baku was built atop oil-soaked ground; and the ancient city’s centuries-old 

petroleum trade had suddenly become globally significant despite its small markets for 

axle grease, marine caulking, as well as assorted salves. Over half a world away in 

western Pennsylvania, entrepreneurs were amassing great fortunes by using steam-

powered drills to extract petroleum from deep artisan wells and large refineries to 

transform it into popular, new hydrocarbons.62 Their example convinced influential 

chemist Dmitri Ivanovich Mendeleev that such fortunes awaited in Baku as well. 

Following Mendeleev’s recommendation, Tsarist bureaucrats divided some of the city’s 

petroliferous land into plots and auctioned leases to them to private firms in 1872.63 A 

tremendous oil boom followed and lasted for decades. Thus, the modern Russian oil 

industry began, as one British journalist eloquently put it many years later, “almost 

beyond the southern fringe” of the Russian Empire in the late nineteenth century.64 

Baku boomed indeed after the 1872 auctions. A veritable army of migrant 

workers extracted somewhere around eighty-seven thousand metric tons of petroleum 

from the city’s subsoil in 1874, one hundred forty thousand in 1875, and two hundred 

 

61 Tagiev, Istoriia goroda Baku, 51-52. 
62 Daniel Yergin, The Prize: The Epic Quest for Oil, Money, and Power, 3rd ed. (New York: Free Press, 
2009), ch. 1. 
63 For the historical context of Mendeleev’s recommendation, see John P. McKay, “Entrepreneurship and 
the Emergence of the Russian Petroleum Industry, 1813-1883,” Research in Economic History: An Annual 
Compilation of Research 8 (1983): 51-55. 
64 J. D. Henry, Baku: An Eventful History (London: Archibald, Constable & Co. Ltd., 1905), 5. 
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thirty thousand in 1876.65 The annual totals only increased from there. By 1893, the 

Caucuses as a whole had surpassed Pennsylvania in terms of overall output.66 The rapid 

expansion proved fraught, however. Tsarist bureaucrats rewrote the laws governing the 

ownership of Baku’s lands twice before 1900 to ensure that the Imperial Treasury 

captured greater shares of their value, much to the chagrin of the many who worked 

them. As a result, extractive enterprises in the city operated on plots that were divided 

into more than half a dozen distinct legal categories by the early twentieth century. These 

included plots of private land leased by their owners, of state land leased for royalties in 

cash or in kind, and of communal land leased by peasant collectives, to name only a 

few.67 The system was all the more confusing because it obtained over a miniscule area. 

According to the Congress of Baku Oil Producers (SSBN), a private consortium formed 

in the early 1880s, all city lands owned by private extractive enterprises measured just 

twelve square kilometers in 1915 — only three-and-a-half times the size of New York 

City’s Central Park.68 

 

65 These numbers are derived from statistics originally recorded in poods, or archaic Russian units of 
weight equal to about sixteen kilograms each. Those statistics are also rough estimates. Official production 
statistics were not kept in Baku until the 1890s. See S. Pershke and L. Pershke, Russkaia neftenaia 
promyshlennost, ee razvitie i sovremennoe polozhenie v statisticheskikh dannikh (Tiflis: Tipografiia K. P. 
Kozlovskogo, 1913), 14-15. For a thorough analysis of the statistics, see William J. Kelly and Tsuneo 
Kano, “Crude Oil Production in the Russian Empire, 1818-1919,” Journal of European Economic History 
6, no. 2 (Fall 1977): 307-38. 
66 Pershke and Pershke recorded statistics for the North Caucuses as well as Transcaucasia, or the 
geographical region in which Baku is located. See Russkaia neftenaia promyshlennost, 55. 
67 Nicholas Lund, “At the Center of the Periphery: Oil, Land, and Power in Baku, 1905-1917” (PhD diss., 
Stanford University, 2013), 83-84. For an analogous situation in Central Europe, see Alison Fleig Frank, 
Oil Empire: Visions of Prosperity in Austrian Galicia (Cambridge, MA: Harvard University Press, 2005), 
ch. 2. 
68 For the total area of Baku’s privately-owned oil plots, see Sovet sezdov bakinskikh 
neftepromyshlennikov (hereafter cited as SSBN), Obzor bakinskoi neftianoi promyshlennosti za 1915 goda. 
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Yet despite all the legal wrangling and hyper-concentration, small oil firms in 

Baku “sprang up like mushrooms,” to quote from one Russian statistician’s retrospective 

analysis.69 Ninety-two refineries operated there at the start of 1874, one hundred twenty-

six in January 1875, and one hundred forty in 1876. Their numbers began dwindling 

about two decades later, but then only gradually, from one hundred fifteen in 1894 to 

ninety-three in 1900.70 Extractive enterprises simultaneously proliferated. SSBN tallied 

eighty-seven in 1896, one hundred sixty-seven in 1900, and an all-time high of one 

hundred eighty-six on the eve of World War I.71 The proliferation was a result of the 

Russian oil industry’s unique competitiveness. Although the Tsarist government used its 

monopoly power to manipulate prices for refined oil products, neither it or nor any 

enterprise ever completely monopolized oil production in Baku. Instead, production 

largely remained in the hands of small, domestically owned firms. The Russian oil 

industry thus stood in stark contrast to its global competitors from its inception right up 

until the October Revolution, particularly its United States rival.72 J. D. Henry described 

that situation eloquently too when he declared: “Baku has made more men wealthy than 

 

T. 1. (Baku: Tipografiia Trud S. G. Berladir i Ko. and 1-oe Tipograficheskoe Tovarishchestvo, 1916), 52. 
For the size of New York’s Central Park, which today measures around eight hundred forty-three acres or 
slightly less than three and a half square kilometers, see “Park History,” About Us, Central Park 
Conservancy, accessed September 12, 2018, https://www.centralparknyc.org/park-history. 
69 Pershke and Pershke, Russkaia neftenaia promyshlennost, 15. 
70 Pershke and Pershke, Russkaia neftenaia promyshlennost, 5-16, 57-58. 
71 SSBN, Obzor bakinskoi neftianoi promyshlennosti za 1915 goda. T. 1, 4. 
72 Lund, “At the Center,” iv-v. See also Kelly and Kano, “Crude Oil Production in the Russian Empire,” 
325-27. 
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America” — John D. Rockefeller and his associates notwithstanding.73 Given the sheer 

number of oil firms that operated in the city, the claim had grounding in reality. 

Not surprisingly, those who later expanded the Russian oil industry under Soviet 

socialism argued otherwise: that only a handful of wealthy capitalists ever really profited 

from Baku’s abundance. They derived their argument from prerevolutionary Marxist 

polemics. Even before seizing Russian state power in October 1917, the Bolsheviks and 

other radical socialists accussed foreign-born tycoons like the Swedish Nobel brothers of 

buiding large syndicates in Baku in the image of none of other than Rockefeller’s 

Standard Oil Company.74 They did so to rally support for industry nationalization. 

Leading Soviet oil manager Nikolai Konstaninovich Baibakov summarized the claim best 

in memoirs written long after it had become an official Communist Party line, in the early 

1980s.75 “In the oil industry of prerevolutionary Russia, domination by monopoly and 

 

73 Henry, Baku, 7. 
74 M. I. Skobelev’s speech before the Russian State Duma on 1 March 1913, Old Style, is representative of 
such accusations. The speech ran in Pravda across two issues under the title “Gosudarstvennaia Duma: 
Rech s.-d. Skobeleva.” See Pravda no. 51 (255), March 2/15, 1913, 2-3; and Pravda no. 53 (257) March 
5/18, 1913, 3-5. For Rockefeller and Standard Oil, see Yergin, The Prize, esp. ch. 2. See also Ida M. 
Tarbell’s classic work, The History of the Standard Oil Company: Two Volumes in One, Reprinted ed. 
(Gloucester, MA: 1963). For an illuminating case study, see Alison Frank, “The Petroleum War of 1910: 
Standard Oil, Austria, and the Limits of the Multinational Corporation,” The American Historical Review 
114, no. 1 (Feb. 2009): 16-41. For a revisionist interpretation of Standard’s contested practices in the U.S., 
see James A. Dalton and Louis Esposito, “Standard Oil and Predatory Pricing: Myth Paralleling Fact,” 
Review of Industrial Organization 38, no. 3 (May 2011): 245-66. 
75 Soviet scholars lavished attention on the alleged collusion between industry tycoons that took place in 
Russia during the decades just prior to the October Revolution. They proved only attempted collusion, 
however, rather than any successful attempts at capturing entire markets. See Lund, “At the Center,” 
21n36. For useful examples of the Soviet literature on prerevolutionary monopolies, see M. P. Viatkin, ed., 
Monopolii i inostrannyi kapital v Rossii (Leningrad: Izdatelstvo Akademiia nauk SSSR, 1962); and V. A. 
Nardova, Nachalo monopolizatsii neftianoi promyshlennosti Rossii, 1880-1890-e gody (Leningrad: 
Izdatelstvo Nauka, 1974). 
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foreign capital was especially strong[,]” Baibakov wrote. “On the eve of World War I, 

three companies (Russian General Oil Company, Shell, and the Nobel Partnership) 

controlled 86 percent of all share capital and 60 percent of all oil extraction.”76 Such 

“Russian Rockefellers,” however, were just Soviet myths.77 While certainly powerful, 

neither the Nobels nor their wealthiest competitors ever created anything like Standard in 

Baku. The Russian oil industry there was simply too fragmented. Thanks in large part to 

the Nobels themselves, it had developed around a system of mixed production early — 

well before the U.S. oil industry, in fact — and become a hodgepodge of firms small, 

midsize, and large that made monopoly control all but impossible. 

The system of mixed production that insulated the Russian oil industry from 

concentration grew out of dual markets for the products made from refining.78 Following 

the first major strikes in Pennsylvania in the late 1850s, several refined oil products like 

lubricating oil and benzene quickly became highly-sought-after global goods tradeable 

from New York City to Sydney. One product even transformed into a staple good almost 

overnight: kerosene. A light hydrocarbon that was found to burn with unparalleled 

efficiency in wick lamps, kerosene displaced all traditional illuminants like whale, 

 

76 N. K. Baibakov, Delo zhizni: Zapiski neftianika (Moscow: Sovetskaia Rossiia, 1984), 22. Soviet 
propogandists published an official English translation of these memoirs in 1986. See Nikolai Baibakov, 
The Cause of My Life (Moscow: Progress Publishers, 1986.) All excerpts quoted in this dissertation are 
taken from the original Russian text and translated by the author. 
77 See Robert W. Tolf, The Russian Rockefellers: The Saga of the Nobel Family and the Russian Oil 
Industry (Stanford, CA: Hoover Institution Press, 1976). I am not the first to appropriate Tolf’s title in this 
way. See Lund, “At the Center,” 5. 
78 See Nuno Luís Madureira, “Oil in the Age of Steam,” Journal of Global History 5, no. 1 (March 2010): 
77. 
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vegetable, and shale oils from most major international markets within only about four 

years.79 Meanwhile, other refined oil products such as naphtha (today often used in 

solvents) and gas-oil (now an ingredient in diesel) lagged behind as less-desirable 

regional goods tradeable only near manufacturing sites. Chief among them was fuel oil. A 

much thicker hydrocarbon residue that could be used to fire steam boilers, fuel oil 

quickly became the preferred energy source near refineries but remained a distant second 

to cheap and ubiquitous coal elsewhere. Ironically, the differences in marketability had 

nothing whatsoever to do with how refined oil products were actually made. All were, in 

fact, complementary from a technical point of view. Most global goods came from the 

first and most regional ones the last components, respectively, to be removed from crude 

oil during distillation, the core process of any refining operation.80 

Nearly every refiner of the late-nineteenth century used so-called “straight-run” or 

“batch” stills to render their crude. At the center of a typical still stood a battery of 

holding tanks. Usually between three to six in number, the tanks were fixed in place at an 

angle and at increasing heights relative to the ground like rows of seats in a stadium. To 

begin distillation, refiners first heated each tank to a temperature higher than the one 

above it. They then boiled a predetermined amount of crude in a vacuum-sealed chamber 

set adjacent to the entire battery. The whole process “ran straight” to completion more or 

 

79 Pennsylvanian kerosene reached London in 1861, St. Petersburg in 1862, and Sydney, Australia by 1864. 
See Yergin, The Prize, 40-41. See also The Australian Almanac for the Year 1864 (Sydney: Sherriff and 
Downing, 1864), 43. For a detailed history of the global kerosene market, see Robert McNally, Crude 
Volatility: The History and Future of Boom-Bust Oil Prices (New York: Columbia University Press, 2017), 
ch. 1. 
80 Madureira, “Oil in the Age of Steam,” 77. 
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less automatically thereafter. Gradually increasing temperature directed vaporized crude 

through a network of pipe that connected all the holding tanks together along with a 

series of water-cooled condensers in a closed loop. When a component in the condensate 

became heavier relative to the surrounding liquid — or more precisely, when the specific 

gravity of certain distillate reached the necessary level — it settled at the bottom of the 

nearest tank. At that point, the distillate was said to be “cut” into a “fraction,” since the 

remaining liquid, assisted by gravity, moved down through the loop toward the lower 

tanks to be vaporized at a higher temperature and condensed again until the entire “batch” 

was rendered or distilled.81 (See Figure 1.82) 

 

Figure 1: Tank battery of a straight-run still in Baku, c. 1887 

 

81 For descriptions of straight-run stills in Baku in Russian, see S. R. Sergienko, Ocherk razvitiia khimii i 
pererabotki nefti (Moscow: Izdatelstvo Akademiia nauk SSSR, 1955), 71-89. For a useful description of an 
analogous still in English, see F. C. Gerretson, History of the Royal Dutch, Vol. 3 (Leiden: E. J. Brill, 
1957), 110-14. 
82 S. R. Sergienko, Ocherk razvitiia khimii i pererabotki nefti, 81. 
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Though cheap to build and effective, batch stills produced only limited sets of 

fractions in fixed proportions — proportions predetermined by the chemical composition 

of the kind of crude that ran through them. Molecular differences between the kinds 

extracted from the subsoils of Pennsylvania and Baku, therefore, had outsized impacts on 

how oil industries developed in those places. The former constituted what in industry 

parlance now goes by “light sweet crude,” meaning that it had low density (“light”) and 

contained comparatively few sulphur impurities (“sweet”). When distilled, it yielded 

batches of up to seventy-five percent so-called “top” fractions like kerosene, benzene, 

and naphtha before the advent of technical regulations. Contrariwise, the latter was 

“heavy sour crude,” which yielded batches of up to seventy percent “bottom” fractions 

like parrafin wax, lubricating oil, and fuel oil instead.83 The differences ultimately led to 

the development of two divergent business strategies. Both were predicated on leveraging 

economies of scale, however, or the savings in per-unit production costs generated by 

increasing the volume of manufacture. Most refiners in Baku initially focused on 

producing large amounts of bottom fractions with top ones as byproducts, while those in 

Pennsylvania did the opposite. Consequently, the U.S. oil industry literally became the 

bright center of the global illuminant trade in the 1860s, while Russian became a leading 

innovator in steam-powered transport about a decade later.84 

 

83 For an accessible explanation of industry jargon, see Joseph Hilyard, The Oil and Gas Industry: A Non-
Technical Guide (Tulsa, OK: PenWell, 2012), 10-13. 
84 Madureira, “Oil in the Age of Steam,” 79. See also Nat Moser, Oil and the Economy of Russia: From the 
Late-Tsarist to the Post-Soviet Period (London: Routledge, 2017), 42-44. 
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The geography the Pennsylvanian and Baku oilfields greatly influenced how the 

refiners around them chose to operate as well. Located close to large coal mines that 

naturally discouraged the sale of fuel oil on nearby markets, the Pennsylvanian region 

was also proximate to New York City, which made kerosene even more attractive since 

the metropolis provided access to worldwide distribution networks. Since the Baku fields 

clustered on the isolated Absheron Peninsula, a sixty-kilometer-long spat of land shaped 

like an eagle’s beak, refiners there immediately recognized fuel oil’s value. The 

Absheron was not only far from Russian coal industry centered in eastern Ukraine, but 

also deforested and coal-bereft itself. Similarly, it lay just southeast of the Volga River’s 

headwaters at the city of Astrakhan.85 Taken together, these geographical features pushed 

U.S. and Russian oil industries farther down two separate paths already demarcated by 

light sweet as well as heavy sour crude: the former toward global markets, the latter 

towards regional ones. At the same time, the inherent complementarity of all refined oil 

products ensured that those paths would eventually converge in both places in the form of 

systems of mixed production. “Exceptional historical conditions,” however, ensured that 

they did so first in comparatively backward Baku.86 

The arrival of Robert Hjalmar and Ludwig Emmanuel Nobel in the city heralded 

some of the greatest changes to the nineteenth-century Russian oil industry by far. 

Already wealthy from success in armaments industry and unusually talented in 

 

85 Yergin wrote that, when it came to Russia, “[g]eography locked the oil into the empire.” See The Prize, 
44. 
86 Madureira, “Oil in the Age of Steam,” 80. 
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engineering, the two brothers used their fortune to introduce what one historian has 

rightly described as a “cascade of innovations” that rapidly transformed oil production on 

the Absheron.87 They built the first modern refinery on the peninsula in 1875, laid a 

pioneering steam-powered pipeline system in 1877, and launched the world’s very first 

bulk oil tanker, Zoroaster, in 1878. Most important, they also readily shared their 

achievements with other oil producers to encourage industry standardization, a process 

from which they quickly benefited.88 The resulting proliferation of improved technology, 

infrastructure, and manufacturing practices enabled many in Baku to take full advantage 

of another unexpected windfall that occurred coincidentally around the same time: the 

Russian Empire’s annexation of Batumi port following the Russo-Turkish War of 1878. 

Located on the opposite side of the Caucuses on the eastern coast of the Black Sea, 

Batumi provided oil producers in Baku with direct access to Western European markets 

via the Mediterranean.89 The completion of the Transcaucasian Railroad Line between the 

two cities in 1883 put those markets within even easier reach, although transportation 

remained a critical bottleneck for Baku’s oil enterprises for another two decades.90 

 

87 Madureira, “Oil in the Age of Steam,” 80. 
88 Madureira, “Oil in the Age of Steam,” 80. For a first-hand account of the Nobels’ entrepreneurial 
achievements, see Charles Thomas Marvin, The Region of the Eternal Fire: An Account of a Journey to the 
Petroleum Region of the Caspian in 1883, 3rd ed. (London: W. H. Allen & Co., Ltd. 1891), ch. 17. For an 
in-depth analysis, see McKay, “Entrepreneurship,” 61-76. See also Steve LeVine, The Oil and the Glory: 
The Pursuit of Empire and Fortune on the Caspian Sea (New York: Random House, Inc. 2007), ch. 2.; 
Tolf, The Russian Rockefellers, ch. 4; and Yergin, The Prize, 40-45.  
89 Several European visitors to Batumi recorded detailed observations of the oil industry there in popular 
travelogues. See Marvin, The Region, ch. 7; and Luigi Villari, Fire and Sword in the Caucasus (London: T. 
Fisher Unwin, 1906), ch. 3. 
90 For a thorough analysis of the transportation issue, see John P. McKay, “Baku Oil and Transcaucasian 
Pipelines, 1883-1891: A Study in Tsarist Economic Policy,” Slavic Review 43, no. 4 (Winter 1984): 604-
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Despite ongoing transport constraints, the sudden appearance of state-of-the-art 

manufacturing capabilities and access to lucrative foreign markets radically transformed 

the Russian oil industry within only a matter of years. The city’s wealthiest refiners, now 

equipped with better means of distilling top fractions from heavy sour crude, modified 

operations originally predicated on economies of scale to leverage in tandem new 

economies of scope, or the savings generated by increasing the amount of goods 

manufactured from a given process. They thus set loose a powerful set of self-reinforcing 

production dynamics that worked as follows: The cost of individual product units fell as 

total output increased, while at the same time the average total cost of refining fell as the 

number of unit types multiplied.91 Such enhanced supply-side capacity proved to be a 

double-edge sword, however, precipitating explosive growth as well as crisis. In 1883, 

refiners in Baku completely took over the Russian Empire’s domestic kerosene markets, 

which until then had naturally been dominated by cheap American imports.92 Yet 

simultaneously they also reeled in the face of oversupply, which caused prices for 

kerosene on those markets to plummet between sixty to seventy percent.93 The twinned 

developments left most producers with only one way to continue expanding while still 

 

23. See also Gerretson, History of the Royal Dutch, Vol. 1, 209-17. For first-hand accounts, see Boverton 
Redwood, “The Russian Petroleum Industry,” The Journal of the Society of Chemical Industry 4, no. 2 
(February 28, 1885), 70-81; and Henry, Baku, ch. 7. 
91 Madureira, “Oil in the Age of Steam,” 81. 
92 Lund, “At the Center,” 35-39. See also Pershke and Pershke, Russkaia neftenaia promyshlennost, 26-30. 
93 McKay, “Baku Oil and Transcaucasian Pipelines,” 608. 
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remaining solvent: export abroad. Batumi provided the primary outlet; and once 

producers built connections abroad, profits for many soared. 

The transformations of the early 1880s enabled a handful of large firms geared 

toward kerosene manufacture to take hold in a field of smaller ones generally specialized 

in making paraffin, lubricating oil, and fuel oil. All continued to operate more or less 

independently, however, thanks to dual markets for their products. Observers both foreign 

and domestic noted the division between them. British Russianist Charles Thomas 

Marvin, for example, described it in operational terms in a popular travelogue published 

in 1884. “Of the lighter oils [read: top fractions] a deal is either barbarously allowed to 

run to waste or is used to adulterate good kerosene[,]” Marvin wrote. “All the small firms 

at Baku are more or less addicted to this practice. At one native [locally-owned] 

manufactory I saw as much as 17 per cent of the light oil running away like water to the 

Caspian, the firm having no means of utilizing it.”94 Engineers of the Academic Mining 

Committee, a civil institution of the Russian imperial government, quantified similar 

peculiarities in a statistical handbook several years later in 1892. “[T]hree quarters of all 

illuminating oils produced in Baku Province come from 13 of the larger factories,” they 

wrote, “which, being in direct possession of oilfields, can refine their own crude. The 

smaller factories there (135) usually obtain their crude through purchase.”95 The division 

 

94 Marvin, The Region, 248-49. 
95 S. N. Kulibin, Sbornik statitecheskikh svedenii o gornozavodskoi promyshlennosti Rossii v 1890 
zavodskom rody po ofitsialnym dannym (Saint Petersburg: Tipografiia V. Kirshbauma, 1892), xlii. 
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lasted right up until the October Revolution, persisting even in the face of major external 

shocks. 

The greatest shock came in September 1905, when Baku literally went up in 

flames at the hands of disaffected oil workers. The conflagration lasted nearly a week and 

was exacerbated by strong ethnic divisions within the labor force. Hardly isolated, it 

occurred during an Empire-wide series of strikes, protests, and attacks on government 

officials as part of the Revolution of 1905, now often called the First Russian 

Revolution.96 The results were catastrophic all the same. An Italian eyewitness put the 

initial body count at six hundred, although sporadic fighting continued for many months 

thereafter.97 Similarly, J. D. Henry quoted financial losses ranging from two to two-and-

half million pounds sterling in an account published that same year.98 The destroyed 

property consisted mostly of wooden derricks; but more than a thousand producing wells 

were lost as well. Altogether, they had accounted for around sixty percent of Baku’s total 

crude output before the start of the violence. Oil production in the city thus fell by nearly 

a third over the following year, with even more devastating long-term impacts. Haunted 

by the specter of further labor unrest, many producers slowed drilling practically to a halt, 

even amid higher oil prices. Combined with naturally falling output from Baku’s most 

 

96 For an illuminating interpretation of the events of 1905, see Mark D. Steinberg, The Russian Revolution, 
1905-1921 (New York: Oxford University Press, 2017), esp. ch. 1. 
97 Villari, Fire and Sword, 203. 
98 Henry, Baku, 216. 
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established fields, the dearth of new wells ushered in a period of industry stagnation that 

lingered for years.99 

Yet through all the tumult, the curious mix of small, midsize, and large oil firms in 

Baku remained mostly intact, notwithstanding some limited consolidation among the 

refineries.100 Russian economist Vasilii Egorovich Varzar (also Varzer) captured the 

mosaic best in another statistical handbook published in 1912. Working under the 

auspices of the Tsar’s newly-established Ministry of Trade and Industry, Varzar compiled 

the results of a comprehensive survey of all manufactories registered in the Russian 

Empire between 1907 and January 1909.101 Aside from general information like firm 

name, type, and number of regular employees, the survey also asked manufactory owners 

to estimate their annual production capacity [godovaia proizvoditelnost].102 A measure 

analogous to what economists today call gross output, or the total value of all goods that 

a given firm makes in a year, including the value of the materials used to make them, 

annual production capacity indicated the scale of the firm’s manufacturing operations. 

Varzar defined it specifically as “the cost in thousands of rubles of all goods 

 

99 Willam J. Kelly, “Crisis Management in the Russian Oil Industry: The 1905 Revolution,” Journal of 
European Economic History 10, no. 2 (Fall 1981): 327-30. 
100 The consolidation resulted from the creation of several new vertically integrated enterprises. See 
Pershke and Pershke, Russkaia neftenaia promyshlennost, 58. 
101 For a similar list, see Paul Apostol and Alexandre Michelson, La Lutte pour le Pétrole et la Russie 
(Paris: Payot & C-ie, 1922), 205-211. For the Ministry of Trade and Industry, see Lund, “At the Center,” 
ch. 1. 
102 Varzar defined the number of regular employees as the “average number of daily workers at the 
manufactury during the course of the year.” See Ministerstvo torgovli i promyshlennosti (hereafter cited as 
MTP), Spisok fabrik i zavodov Rossiiskoi imperii: Sost. po ofits. svedeniiam Otdel. prom-sti. M-va torgovli 
i prom-sti, ed. V. E. Varzar (Saint Petersburg.: Tipografiia V. F. Kirshbauma, 1912), 2. 
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manufactured for sale, in the judgement of the firm, at the site of production — that is, 

minus the cost of trade and transit.”103 Collecting all survey responses together, Varzar 

arranged them into lists according to specific categories of industry developed by the 

Ministry. The oil industry [neftedobivanie] was the last of them, Group Fourteen. 

Figure 2 provides a visualization of the Russian oil industry in Baku derived from 

Varzar’s Group Fourteen.104 Each circle represents a single registered firm. Its color 

indicates one of five types, its size annual production capacity. The placement of the 

circles in the field is random, however, even though many of the same type are clustered 

together. In reality, about thirty of the firms represented were only divisions of vertically 

integrated enterprises, or enterprises that combined multiple operations like extraction 

and refining together, rather than independent units. The two largest divisions of the 

Nobel Brothers Petroleum Production Company (Branobel) and its chief competitor, the 

French Rothschild’s Caspian & Black Sea Petroleum Company (Bnito), are labeled to 

give a sense of the over-representation. Two hundred seventy-three firms are depicted 

altogether, although that number drops to some two hundred fourteen when one adjusts 

for vertical integration within a common ownership structure.105 While hardly a perfect 

 

103 MTP, Spisok fabrik i zavodov, 2-3. 
104 MTP, Spisok fabrik i zavodov, 300-10. 
105 Non-Russian scholars have repeatedly misidentified the origins of the acronym “Bnito,” claiming that it 
is derived from “the Russian translation for the Société Caspienne et de la Me Noire.” See Gregory P. 
Nowell, Mercantile States and the World Oil Cartel, 1900-1939 (Ithaca, NY: Cornell University Press, 
1994), 57n38. See also Bülent Gökay, “History of Oil Development in the Caspian Basin” in Oil and 
Geopolitics in the Caspian Sea Region, eds. Michael P. Croissant and Bülent Aras (Wesport, CT: Praeger, 
1999), 10. In fact, “Bnito” came from the telegraph abbreviation of the oil firm that Alfonse Rothschild 
purchased to build his own, i.e. Batum Society of Oil Industry and Trade [Batumskoe neftepromyshlennoe i 
torgovloe obshchestvo]. Rothschild renamed the firm Caspian and Black Sea Oil Industry Society 
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snapshot, the figure nevertheless gives a sense of just how diffuse oil production in Baku 

was during the early the twentieth century. The sheer number of firms and their range of 

sizes should give pause. Considering that the majority operated within an area of at most 

only twelve square kilometers, the power of any one in particular to monopolize 

production was clearly limited. Dual markets for refined oil products not only ensured 

separate spheres of competition for different-sized firms, but also presented opportunities 

for collaboration. The largest, moreover, astutely took advantage. 

 

[Kaspiisko-chernomorskoe neftepromyshennoe obshchestvo] but kept its original telegraph abbreviation to 
ensure that communication remained uninterrupted. See V. A. Nardova, Nachalo monopolizatsii, 14. Such 
seemingly-minute details are critical when it comes to working in original-language sources. 



 

 

 

Figure 2: Baku’s registered oil firms by production capacity, 1909 
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Indeed, rather than attempting to consolidate the legion of oil producers in Baku, 

the Nobels and Rothschilds focused on cornering the kerosene markets in which their 

great capital gave them a crucial edge.106 The strategy was highly profitable, as indicated 

by a 1913 retrospective analysis of the Russian oil industry published by economist 

Sergei Ludvigovich Pershke and his father. Table 1 reproduces the average annual prices 

for kerosene and fuel oil from this study tabulated for 1893 through 1900 in three major 

Russian cities: Moscow, Nizhnii Novgorod, as well as Tsaritsyn (today Volgograd). The 

prices are all expressed in archaic units of kopeks per pood, or hundredths of a ruble per 

roughly sixteen kilograms. The disparity between them is clear. Kerosene consistently 

cost at least four times more than fuel oil in each city over the entire period, a margin that 

was large enough to ensure financial gain even under some of the most unfavorable 

operating conditions. “If we proceed from the approximate formula or norm that three 

poods of crude [from Baku] produce one pood of kerosene and two poods of fuel oil,” 

Pershke summarized, “kerosene production was undoubtedly profitable at the prices 

established during half of the 1890s, even when factories rendered only one shipment of 

crude [at a time].”107 When the Nobels and Rothschilds rendered many more to leverage 

economies of scale, profits went higher still. 

 

106 For the competitive relationship between the Nobels and Rothschilds, see Yergin, The Prize, 45-47. See 
also Charles van der Leeuw, Oil and Gas in the Caucasus & Caspian: A History (Richmond, UK: Curzon 
Press, 2000), 46-56. 
107 Pershke and Pershke, Russkaia neftenaia promyshlennost, 68. 
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Table 1: Prices of refined oil products on Russian markets (kopeks per pood), 1893-
1900108 

Year Tsaritsyn  Nizhnii Novgorod Moscow  
 Kerosene Fuel Oil Kerosene Fuel Oil Kerosene Fuel Oil 

1893 80 12.5 90 16 109 26 
1894 76 11.5 83 16 104 25 
1895 86 11.5 93 15 110 25 
1896 88 15 99 19 118 29 
1897 85 17 97 21 112 31 
1898 83 16.5 93 20 118 30 
1899 89 19 96 21 124 30 
1900 99 25 116 28 140 38 

Average 85.75 16 95.875 19.5 116.875 29.25 
 

 To scale up production successfully, however, the larger refiners had to expand 

their consumer base in turn or once again risk oversupply and attendant price collapse. As 

mentioned above, they did so primarily in foreign markets, especially in European ones 

accessed via Batumi, although Iranian and Turkish ones accessed via the Caspian also 

absorbed substantial inventories.109 Notably, the Russian imperial government 

encouraged the strategy, intentionally or otherwise, by levying increasingly-hefty excise 

taxes on domestic sales of illuminants, but never any export duties on them.110 Pershke 

captured the results in his work as well. Figure 3 compares the figures that he tabulated 

for domestic sales and exports of kerosene converted from thousands of poods into 

modern tonnes from 1873 through 1900.111 It shows that the latter surpassed the former in 

 

108 Pershe and Pershke, Russkaia neftenaia promyshlennost, 67. 
109 Pershke and Pershke, Russkaia neftenaia promyshlennost, 39, 60, 63. 
110 Pershke and Pershke, Russkaia neftenaia promyshlennost, 25-32. See also Lund, “At the Center,” 35-39. 
111 Pershke and Pershke, Russkaia neftenaia promyshlennost, 15, 29, 39-40, 61, 64-65. 
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1887, and then grew nearly exponentially thereafter until 1893, so much so that Russian 

kerosene exports easily outpaced American kerosene exports — or more precisely, 

exports from Rockefeller’s Standard Oil — beginning in the early 1890s. Between 1893 

and 1900, Russian kerosene exports increased by forty-four percent; American kerosene 

exports by just three percent.112 So although Rockefeller exported significantly higher 

volumes of kerosene thanks to Pennsylvania’s light sweet crude, the competition with 

Baku’s oil tycoons nevertheless grew steadily fiercer as the nineteenth century drew to a 

close.

 

112 Pershke and Pershke, Russkaia neftenaia promyshlennost, 59. 



 

 

 

Figure 3: Domestic sales and exports of Baku-made kerosene, 1893-1900 
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The competition between Rockefeller and Baku’s oil tycoons peaked right at the 

turn of the twentieth century, when average annual prices for Russian and American 

kerosene topped out on most European markets. In the city of Hamburg in Germany, the 

former hit one hundred two kopeks per pood, the latter one hundred ten; in London, one 

hundred eight and one hundred twenty-one, respectively.113 The jockeying put the 

Russian firms increasingly on the defensive, however, and soon compelled them to begin 

cartelizing foreign kerosene markets to maintain their position. To that end, they began 

collaborating not only with each other, but also with smaller local firms, foreign 

competitors, and even state governments. One historian has used the term “transnational 

structuring” to describe the efforts, which were indeed motivated largely by the structural 

pressures of supply and demand.114 Standard simply controlled more crude oil reserves 

than all the other major oil firms around the world combined at the time. The advantage 

enabled the U.S. giant to undercut competitors’ prices almost anywhere for long 

durations while still remaining solvent. Figure 4 provides one picture of the disparity. It 

compares worldwide crude oil production over time using data published by J. D. Henry 

in 1908.115 Although inaccurate by modern standards, the data nevertheless reveal why 

Standard’s competitors turned to cartel accords in the early 1900s. They believed that 

they needed each other not only to compete, but to survive.

 

113 Pershke and Pershke, Russkaia neftenaia promyshlennost, 67. 
114 Nowell, Mercantile States, 3-11. 
115 J. D. Henry, Oil Fuel and the Empire (London: Bradbury, Agnew, & Co. Ld., 1908), 8. 
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Figure 4: Global crude oil production by country/region, 1880-1905 
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The Rothchilds became the first of Baku’s oil tycoons to join a cartel accord in 

1902. They partnered their firm Bnito with two others: “Shell” Trading and Transport 

Company headquartered in London, as well as Royal Dutch based in the Dutch East 

Indies (today North Sumatra). Together, the trio successfully cartelized the kerosene 

markets of the Far East by successfully combining what are now known as the oil 

industry’s “upstream,” “midsteam,” and “downstream” supply-side sectors into a single 

massive enterprise called Asiatic Petroleum Company. Bnito provided the “upstream” or 

extraction capabilities since it had invested primarily in drilling operations on the 

Absheron after incorporating in 1883. “Shell” served as the “midstream” or transport 

specialist, exploiting the niche that it had developed shipping Bnito’s crude on tankers 

from Batumi through the Suez Canal to Japan shortly after its own incorporation in 1897. 

That left Royal Dutch to coordinate all “downstream” or distribution activities, a good fit 

as the company had been steadily building its sales networks in and around the Dutch 

East Indies since forming in 1892.116 The amalgamation worked so well that Asiatic 

forced British India’s protected oil monopoly, Burmah Oil Company, into an even wider-

ranging cartel accord just three years after launching operations, in 1905. The result was a 

transnational structure that encompassed nearly half the globe.117 

 The Rothschilds and Nobels together joined another cartel accord that covered 

much the second half less than a year later, namely the European Petroleum Union, or 

 

116 Nowell, Mercantile States, 50-53, 56-59. 
117 For the Burmah Oil Company, see T. A. B. Corley, History of the Burmah Oil Company, 1886-1924 
(London: Heinemann, 1983). 
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Epu. Formed under the auspices of Deutsche Bank, which had capitalized a Romanian oil 

concern called Steaua Romana to secure proximate supplies for Germany in 1895, Epu 

covered most kerosene markets in Europe’s western and central states as well as their 

Mediterranean colonies. It excluded markets in Spanish, Ottoman, as well as Russian 

lands, however, since producers considered them all to be separate spheres. Nevertheless, 

Epu’s territory was vast at its inception in 1906; and industry observers initially praised it 

as a viable alternative to Standard. Events quickly proved them to be over-optimistic, 

however. Epu lost out to Standard during a devastating price war after less than a year of 

operations and conceeded a full eighty percent of its markets to its U.S. rival in defeat. Of 

the remaining market share, Branobel received just over thirty-six percent, Bnito about 

thirty, and Steaua Romana some twenty-eight, proportions that were all determined by 

the firms’ crude reserves. “Shell” acquired just six percent due to poor finances, but soon 

merged with Royal Dutch to create another large amalgamation all its own, the same 

Royal Dutch-Shell still in business today.118  

Formalized in May 1907, the Standard-Epu accord overlapped with the earlier 

Asiatic-Burmah agreement to create a transnational structure that stretched over nearly all 

of Europe, most of southeast Asia, and vast swaths of the Far East — effectively, the first 

global oil cartel. Although cobbled together in an ad-hoc fashion, the cartel nevertheless 

became an effective countervailing force against Standard and ushered in a period of 

 

118 Nowell, Mercantile States, 59-61. For the merger of Royal Dutch and “Shell,” see F. C. Gerretson, 
History of the Royal Dutch, Vol. 2 (Leiden: E. J. Brill, 1953), 343-55. 
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stability in the global oil industry that lasted until World War I.119 Epu members used 

their ability to negotiate with Rockefeller as a bloc to strengthen their positions on global 

and regional markets alike. The Nobels and Rothschilds did so particularly effectively, 

bringing many of Baku’s oil producers into their orbits by leveraging their exclusive 

access to foriegn kerosene markets. Neither tycoon ever managed to build a true Russian 

oil monopoly, however, because Russia’s domestic markets for fuel oil always remained 

competitive. Thanks to a revolution in steam-powered transport, those markets not only 

led Russia to become the first industrializing state in the world to turn to oil as its top 

source of primary energy in the 1890s, but also the Russian oil industry itself to expand 

into new territories, including the Volga-Urals. Growing right alongside the major 

arteries of Baku’s oil trade, the fuel oil markets clearly pointed the way to new 

opportunities for entrepeneurs willing to gamble on oil exploration. One only had to look 

closely to see. 

1.3 Fuel Oil Markets Lead the Way 

Almost a quarter century after recommending that Baku’s petroliferous land be 

divided into plots and sold to private firms, in 1896, chemist D. I. Mendeleev published a 

detailed briefing on the Russian oil industry for the Russian public at large. “In the 

current state of things, the processing of Baku oil is directed toward the acquisition of 

only around 30% of the products from refining,” Mendeleev explained; “the remaining 

 

119 Nowell, Mercantile States, 60, 76-79. 
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mass yields that which is called ‘ostatki.’”120 Literally the “leftovers” or residues scraped 

out of batch stills after distillation, ostatki had found widespread use in Russia as “simple 

fuel” and become “the main product of Baku oil refineries.”121 On the one hand, 

Mendeleev thought the development regrettable. People could fire most furnaces well-

enough with regular coal, the chemist argued, and refiners could certainly find “more 

valuable applications” for the residues like the manufacture of “safe illuminating oils” 

besides kerosene.122 On the other hand, he also thought it remarkable. Engineers were 

using ostatki to power hundreds of steamships on the Volga and Kama Rivers along with 

hundreds of locomotives on the new railways adjacent to them. Moreover, only in Russia 

was the viscous stuff used so widely since only there was it “exceptionally cheap.”123 All 

the same, one thing was clear: those who profited most from the Russian oil industry in 

the 1890s — aside from the imperial Treasury— were “transporters in general.” 

Mendeleev analysis proved trenchant. In Russia, transporters had indeed become 

the greatest beneficiaries of an oil industry that everywhere else was associated mostly 

with making portable light. Another Russian oil industry expert, Stepan Iosifevich 

Gulishambarov, tracked just how much ostatki Russia’s river fleet and railroads had been 

consuming in another briefing published alongside the chemist’s. (Both were chapters in 

 

120 Mendeleev, “Neftiannaia promyshlennost,” in Fabrichno-zavodskaia promyshlennost i torgovliia 
Rossii: C prilozheniem obshchei karty fabrichno-zavodskoi promyshlennosti Rossiiskoi Imperii, ed. 
Ministerstvo finansov, 2nd ed., (Saint Petersburg: Tipografiia I. A. Efrona, 1896), 213. 
121 Mendeleev, “Neftiannaia promyshlennost,” 214. 
122 Mendeleev, “Neftiannaia promyshlennost,” 214. 
123 Mendeleev, “Neftiannaia promyshlennost,” 215. 
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the same government-commissioned book on Russian factory industry generally, in fact.) 

Gulishambarov determined that oil consumption on the Volga fleet had recently doubled 

over four years, from about two hundred seventy-nine thousand tonnes in 1886 to five 

hundred seventy-five thousand in 1890.124 (He originally counted in poods.) He also 

determined that it had skyrocketed on Russia’s main railroad network over a dozen years, 

from just nineteen hundred tonnes in 1881 to more than four hundred fifty thousand in 

1893, an increase of almost two hundred percent.125 Unknown to either Mendeleev or 

Gulishambarov, however, the trends were only part of an ongoing transition in Russia 

from wood and coal to oil as a predominant primary fuel, or dense source of energy 

extracted directly from the natural environment.126 According to a much more recent 

study, Russia averaged forty-one percent oil in its “overall total commercial primary 

energy consumption” throughout the 1890s.127 No other other industrializing state in the 

world had ever used so much before. 

Yet as Mendeleev took care to note, transporters also jumpstarted a significant 

amount of economic activity in Russia by turning to ostatki to generate their power.128 

Oil-fired steamships and locomotives carried massive quantities of the residues from 

 

124 S. O. Gulishambarov [sic], “Potreblenie topliva dlia promyshlennykh tselei,” in Fabrichno-zavodskaia 
promyshlennost i torgovliia Rossii: C prilozheniem obshchei karty fabrichno-zavodskoi promyshlennosti 
Rossiiskoi Imperii, ed. Ministerstvo finansov, 2nd ed., (Saint Petersburg: Tipografiia I. A. Efrona, 1896), 
535. 
125 Gulishambarov, “Potreblenie topliva,” 533. 
126 Kafengauz, Evolutsiia promyshlennogo proizvodstva Rossii, 30-31. 
127 Maduriera, “Oil in the Age of Steam,” 81n21. 
128 Mendeleev “Neftiannaia promyshlennost,” 215-16. 
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Baku far into the Empire’s interior where there were neither large coal seams nor dense 

forests — in short, no other abundant sources of primary fuel. They thus enabled the 

expansion of industries that had previously been hamstrung by a lack of available energy, 

especially manufacturers of textiles, flour, cooking oils, and chemicals.129 In the late 

1920s, a prominent Soviet economist determined that the large influx of mineral 

resources contributed to a seventy percent increase in the number of factory workers in 

the Volga Region alone between 1887 and 1900.130 The Russian oil industry itself 

expanded as well. The rising flood of ostatki along trade routes in the North Caucuses 

(towards Batumi) and Caspian-Volga Basin (towards Nizhnii Novgorod) led 

entrepreneurs to prospect for new sources of petroleum around those very regions. Some 

had more success than others. One lawyer bought out a failing oil firm far to the northeast 

of Baku near the city of Grozny in 1893 and struck a gusher there just two years later.131 

Meanwhile, a retired army major invested fifty thousand rubles in a brand new refinery 

near oil seeps just south of Kazan, but nevertheless came up empty-handed.132 

The failure of Major Vladimir Vikentevich Glinskii’s refinery in 1896 hardly 

disuaded others from prospecting around the Volga watershed, however. About a dozen 

people followed in his footsteps over subsequent years, including Russian state 

 

129 Kafengauz, Evolutsiia promyshlennogo proizvodstva Rossii, 31. 
130 Kafengauz, Evolutsiia promyshlennogo proizvodstva Rossii, 61-62. 
131 S. I. Potolov, “Nachalo monopolizatsii Grozenskoi neftianoi promyshlennosti (1893-1903 gg.)” in 
Monopolii i inostrannyi kapital v Rossii, ed. M. P. Viatkin, (Leningrad: Nauka, 1962), 126. See also van 
der Leeuw, Oil and Gas, 72-76. 
132 S. L. Kniazev, Neft Tatarii: Stranitsy istorii (Kazan: Tatarskoe knizhnoe izdatelstvo., 1981), 236-42. 
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geologists, academics, and fellow entrepreneuers. In doing so, they made the territory 

known throughout Russia as a potential site of large petroleum deposits well before the 

October Revolution. Leading Soviet oil worker N. K. Baibakov tacitly acknowledged as 

much in his memoirs while accusing Baku’s oil tycoons of sabotaging new operations 

there. “Oil monopolies often openly combated the development of petroleum extraction 

in other regions of Russia. The Nobel brothers’ firm paid the peasant communities of the 

Volga-Ural oil region large sums annually so that they would not lease their land for the 

drilling of wells.”133 Ironically, such claims said far more about Soviet policies than 

capitalist machinations. True, the Rothschilds attempted to cartelize Grozny’s oil markets 

in 1903; but neither they nor anyone else ever successfully stopped the hunt for oil 

around the Volga during the early twentieth century, if indeed they ever tried.134 Lured by 

the possibilities that strikes near the river would bring, one intrepid geologist even 

established a multinational oil concern on peasant lands by Glinkskii’s defunct refinery 

before World War I. The concern attracted considerable attention — from foreign 

observers, domestic competitors, and especially the first Soviet petroleum geologists. 

Along with the overabundance of ostatki from Baku, a new technology led to the 

explosive growth of Russia’s domestic oil markets in the 1890s: the hybridized steam 

engine, or the traditional wood- and coal-fired steam engine made to run on “liquid 

 

133 Baibakov, Delo zhizni, 23. 
134 For a Soviet account of the Rothschilds activities in Grozny, see Potolov, “Nachalo monopolizatsii,” 94-
121. 
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fuel.”135 (More modern internal combustion engines running on gasoline began appearing 

in Russia only later, around 1904.)136 Mechanics fashioned the hybrids just by making 

rudimentary modifications to the traditional engines’ most accessible components. Most 

important, they installed devices underneath the engines’ boilers called atomizers, which 

made otherwise gummy ostatki burn readily by pulverizing it into a very fine spray. The 

procedure cost little and was easily-reversible.137 The atomizers themselves were simple 

to boot, consisting of just small lengths of pipe fastened together. Yet the devices were 

also the result of a complex creative process that one historian has called “collective 

invention.”138 That is, a group of disparate actors rather than any one person developed 

them by gradually building on each other’s work over some twenty years. Only one 

person began that collective invention, however, namely Aleksandr Ilych Shpakovskii. A 

physicist as well as a retired naval officer, Shpakovskii patented the first workable 

atomizer in 1865 and discovered the agent that pulverized ostatki best shortly thereafter: 

 

135 Contemporaries often referred to fuel oil or ostatki as “liquid fuel” [zhidkoe toplivo]. For an explication 
of the terminology in Russian, see Mendeleev, “Neftiannaia promyshlennost,” 213n1. 
136 The first internal combustion engines in commercial use in Russia powered Volga steamships. See 
SSBN, Obzor bakinskoi neftianoi promyshlennosti za 1913 goda. T. 1. (Baku: 1-oe Tipograficheskoe 
Tovarishchestvo and Trud, 1914), xv. 
137 Maduriera, “Oil in the Age of Steam,” 83-86. For a detailed description of the conversion process for 
locomotives, see Marshall Monroe Kirkman, How Oil Is Used for Fuel on Locomotives: Supplement to the 
Science of Railways (New York: World Railway Publishing Co., 1902), 25-32. 
138 Robert C. Allen, “Collective Invention,” Journal of Economic Behavior and Organization 4, no. 1 
(March 1983): 1-24. See also Allen, The British Industrial Revolution in Global Perspective (New York: 
Cambridge University Press, 2009), 92-96. 
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ordinary steam. He later proved the efficacy of his steam atomizers by testing them on a 

Caspian merchant ship in May 1870.139 

Shpakovskii aside, no single individual did more to spread the use of hybridized 

steam engines in Russia than Thomas Urquhart. A Scotsman by birth and draftsman by 

training, Urquhart first came to Russia on a short-term assignment from a Glasgow-based 

locomotive foundry in 1868. But rather than returning to Glasgow when his project ended 

that same year, he took a job with a new Russian railway terminating on the Volga, the 

Griazi-Tsaritsyn Line, and remained there for over two decades.140 Working as the 

Griazi-Tsaritsyn’s locomotive superintendant, Urquhart not only successfully adapted 

variants of Shpakovskii’s atomizers to railroad work; he also rigorously tested what came 

to be called the “collatoral advantages” of ostatki over traditional solid fuels.141 He 

focused specifically on its greater “evaporative power,” or its natural capacity to boil 

more water at a constant pressure per unit weight than either wood or coal. “With a 

locomotive in first-class order and in the hands of a skillful driver,” Urquhart wrote in 

one of several reports on his tests, “the author has no hesitation in saying that 50 [long] 

tons of petroleum refuse are equal to 100 [long] tons of first-class coal…”142 Based on 

 

139 For an account of Shpakovskii’s work with atomizers in Russian, see L. D. Belkind, Aleksandr Ilych 
Shpakovskii (Moscow: Gosenergoizdata, 1949), ch. 5. For a contemporaneous account in English, see 
Marvin, The Region, 251-74; J. D. Henry, Oil Fuel and the Empire, 37-53, 179-93; and Edward Butler, Oil 
Fuel: Its Supply, Composition, and Application, 3rd ed. (London: Charles Griffin & Co., Ltd., 1914), ch. 5. 
Note that Henry plagarized Martin’s account nearly word for word. 
140 “Obituary: Thomas Urquhart, 1843-1904,” Minutes of the Proceedings of the Institution of Civil 
Engineers 158 (1904): 429-30. 
141 Maduriera, “Oil in the Age of Steam,” 85. 
142 Urquhart, “Supplementary Paper on the Use of Petroleum Refuse as Fuel in Locomotive Engines,” 
Proceedings of the Institution of Mechanical Engineers 40, no. 1 (January 1889): 40. See also “On the Use 
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such findings, the draftsman converted the entire Griazi-Tsaritsyn to ostatki in 1884. 

Seven other Russian railways followed suit over the next five years.143 

The Association of Industry and Trade, a union of forty independent Russian 

business organizations formed in direct response to the Revolution of 1905, 

retrospectively traced the widespread transition to fuel oil that followed in its Statistical 

Annual [Statisticheshkii ezhegodnik]. A sector-by-sector breakdown of the entire Russian 

Empire’s economy, the Annual appeared in just three volumes: 1912, 1913, and 1914.144 

(Notably, economist V. E. Varzar helped to compile the first.)145 Each included separate 

chapters on the river fleet and railroads in which their growth over time was charted in 

detail — that of railroads in especially fine detail. The Association’s statisticians 

monitored thirty-nine individual railways in all, including those within the Empire’s 

sprawling Asiatic network like the Trans-Siberian. More important, they tallied the total 

amounts of three competing fuel types consumed by both transporters: wood, coal, and 

fuel oil (ostatki). None of their counterparts at other Russian business organizations ever 

 

of Petroleum Refuse as Fuel in Locomotive Engines,” Proceedings of the Institution of Mechanical 
Engineers 35, no. 1 (August 1884): 272-330; and “On the Compounding of Locomotives Burning 
Petroleum Refuse in Russia,” Proceedings of the Institution of Mechanical Engineer  41, no. 1 (January 
1890): 47-111. 
143 Urquhart, “Supplementary Paper,” 65. 
144 Ruth AmEnde Roosa, Russian Industrialists in an Era of Revolution: The Association of Industry and 
Trade, 1906-1917, ed. Thomas C. Owen (Armonk, NY: M. E. Sharp, 1997), 188. 
145 Sovet sezdov predstavitelei promyshlennosti i torgovli (hereafter cited as SSPPT), Statisticheskii 
ezhegodnik na 1912, (Saint Petersburg: Tipografiia Ekonomiia, 1912), vii. 
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did the same.146 They measured wood differently from coal and oil, however, in units of 

volume (cubic sazhens) rather than units of weight (thousands of poods), a long-standing 

tradition in logging industry worldwide.147 A conversion, therefore, must be performed to 

make the wood tallies comparable to the other two.148 The results are ultimately just 

rough approximations since the exact kinds of wood used were never recorded; but they 

are nevertheless revealing. 

Figure 5 compares the total amounts of wood, coal, and oil consumed by Russia’s 

river fleet side-by-side over more than two decades according to the first two Annual 

 

146 For example, the Association of Baku Oil Producers compared the amounts of fuel oil consumed by 
factories, the railroads, and the river fleet in its annual reviews, but only in terms of the overall amount 
produced by refiners. See SSBN, Obzor bakinskoi neftianoi promyshlennosti za 1913 goda, xiii-xviii. 
147 Stephen Brain, Song of the Forest: Russian Forestry and Stalinist Environmentalism, 1905-1953 
(Pittsburgh, PA: University of Pittsburgh Press, 2011), ch. 1. 
148 The available data on the species of trees felled and used for fuel in Russia during the late nineteenth as 
well as early twentieth centuries is scant. Gulishambarov noted that the general type of timber most 
commonly cut for export during the early 1890s was pine [sosnovyiia]. See Gulishambarov, “Potreblenie 
topliva dlia promyshlennykh tselei,” 520-21. The most widely-distributed species of pine in Russia 
historically and today is Scotch or Scots pine (Pinus sylvestris), or sosna obyknovennaia in Russian — 
literally, “common pine.” The nominal density [uslovnaia plotnost] of Scots pine in much of northern 
Russia is between three hundred forty and five hundred eighty kilograms per cubic meter. The average 
dried weight of Scots pine wood is five hundred fifty kilograms per cubic meter. To render the amounts of 
wood fuel recorded in the Association’s Annual volumes into units of weight, then, I used a ratio of 
1/9.7171 to convert cubic sazhens into cubic metrics and multiplied the result by 550 for a product in 
kilograms, or one thousandths of a metric ton. For the global distribution of Scots pine, see A. Boratyński, 
“Range and Natural Distribution,” in Genetics of Scots Pine, eds. Maciej Giertych and Csaba Mátyás (New 
York: Elsevier, 1991), 21-26. For the nominal density of the species in Russia, see O. N. Tukavina et al, 
“Plotnost drevesiny sosny obyknovennoi v pazlichnykh usloviiakh proizrastaniia,” Lesnoi zhurnal no. 6 
(2017): 61. For the average dried weight, see Eric Meier, “Scots Pine,” The Wood Database, accessed 
September 15, 2018, https://www.wood-database.com/scots-pine/. For a history of the Russian timber 
industry, see G. I. Redko, Istoriia lesnogo khoziaistva Rossii (Moskva: Izdatelstvo Moskovskogo 
gosudarstvennogo universiteta lesa, 2002). For Russian pine forests in general, see H. Hytteborn et al, 
“Boreal Forests of Eurasia” in Coniferous Forests, ed. F. Andersson (San Diego, CA: Elsevier, 2005). See 
also Michael Williams, Deforesting the Earth: From Prehistory to Global Crisis (Chicago: University of 
Chicago Press, 2005), 285-91. 
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volumes.149 The data correspond to just three specific years, however: 1884, 1895, as 

well as 1906, or the year the Association was founded. All the same, they clearly indicate 

that the fleet rapidly supplanted wood with ostatki as its predominant fuel type during the 

1890s; and that its consumption of ostatki ultimately increased by around one hundred 

thirty percent. They also show that its consumption of coal grew steadily by almost 

ninety-seven percent; and that its consumption of wood eventually rebounded by forty-

two percent. The overall growth of the fleet certainly affected all these patterns. Thee 

Association claimed it more than tripled in size over the period represented, reaching just 

shy of thirty-nine hundred vessels on a dozen rivers. Moreover, the vast majority of that 

growth occurred on the Volga, which boasted more than half of all Russia’s steamships in 

1906.150 The Revolution of 1905 undoubtedly caused the fleet to consume a 

proportionately larger amount of wood in 1906 as well. Nevertheless, “liquid fuel” 

clearly remained predominant despite the catastrophe.

 

149 Sovet sezdov predstavitelei promyshlennosti i torgovli (hereafter cited as SSPPT), Statisticheskii 
ezhegodnik na 1912, ed. V. I. Sharago (Saint Petersburg.: Tipografiia Ekonomiia, 1912), 157; and SSPPT, 
Statisticheskii ezhegodnik na 1913 (Saint Petersburg: Tipografiia Ekonomiia, 1913), 641. 
150 SSPPT, Statisticheskii ezhegodnik na 1913, 640-41. 
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Figure 5: Fuel consumed by Russian river steamers, 1884-1906
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Figure 6 compares the amounts of the three fuel types consumed by all Russia’s 

railways over a later period, from 1906 through 1911, according to the same Annual 

volumes.151 The data correspond to all six of those years, but account for fuel consumed 

by locomotives only, rather than by railroad operations as a whole. (Aside from motive 

power, each railway used a large number of stationary steam engines to perform everyday 

functions like water pumping engines.152) Regardless, they show that the Russian 

railroads’ overall consumption of fuel oil increased by around nineteen percent. They 

show that coal predominated far more clearly, however. Russia’s locomotives used an 

average of three-and-a-half times more coal than fuel oil every year during the entire 

period, and four times as much in 1908. That spike was a direct result of the formation of 

the Asiatic Petroleum Company — or more precisely, the arrival of Asiatic’s tanker fleet 

in Baku and Batumi the previous year.153 The sudden increase in demand caused prices 

for ostatki to triple. According to economist S. L. Pershke, ostatki cost an average of just 

nine kopeks per pood in Baku in 1903, but twenty-eight in 1907.154 Meanwhile, the 

fluctuating number of locomotives in operation had only minimal impact on fuel 

 

151 SSPPT, Statisticheskii ezhegodnik na 1912, 106-107; and SSPPT, Statisticheskii ezhegodnik na 1913, 
606-607. 
152 See for example Urquhart, “On the Use of Petroleum Refuse as Fuel in Locomotive Engines” (August 
1884), 36-37. 
153 van der Leeuw (2000), 84. 
154 Pershke and Pershke, Russkaia neftenaia promyshlennost, 87, 132. See also Maduriera (2010), 84. 
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consumption patterns. The total increased by a hundred thirteen vehicles between 1907 

and 1911.155

 

155 SSPPT, Statisticheskii ezhegodnik na 1913, 583. 
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Figure 6: Fuel consumed by Russian locomotives, 1906-1911
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The central role that fuel oil played on Russia’s railroads became apparent only 

when the Association’s data was disaggregated by individual railway. Figure 7 compares 

the fuel tallies for three railways: the Transcausian, the Vladikafkaz, and the Samara-

Zlatoust Lines.156 The Transcaucasian connected Baku and Batumi. The Vladikafkaz 

radiated throughout the North Caucuses like a hand fan and extended as far as Tsaritsyn, 

which lay due north of its namesake hub. The Samara-Zlatoust began at Samara, a major 

agricultural center just south of Kazan, and served as “the principle rail link uniting 

Russia’s European railroad network with the Great Trans-Siberian.”157 All were larger 

relative to others in the Empire. More important, they were all located near sites of oil 

production and trade. Accordingly, the disaggregated data revealed that ostatki was not 

only the predominant locomotive fuel on each of them, but practically the only one. The 

Association recorded similar patterns on other railways with easy access to large fuel oil 

stockpiles. They included the Moscow-Kursk Line in the Central Industrial Region as 

well as the Tashkent and Central Asian Lines, which both connected to Russia’s main 

railroad network via Samara.158 

 

156 SSPPT, Statisticheskii ezhegodnik na 1912, 76-77, 82-83; and SSPPT, Statisticheskii ezhegodnik na 
1913, 586-87, 590-91. 

157 Ministerstvo putei soobshcheniia, Putevoditel po Velikou Siberskoi zheleznoi dorogi, pod. red. A. I. 

Dmitrieva-Mamonova i A. F. Zdziarskogo (Saint Petersburg.: “Tovarishchestvo Khydozhestvennoi 

Pechati,” 1900), 87. For a useful map of the Russian railroad network, see Ministerstvo putei 

soobshcheniia, Karta zheleznykh, shosseinykh, i vnutrennikh vodnykh putei coobshcheniia Evropeiskoi 
Rossii (SPb.: Kartograficheskoe zavedenie Ilyna, 1894). For the systematic growth of Russia’s railroads, 

see G. M. Afonina, Kratkie svedeniia o razbitii otechestvennykh zheleznykh dorog s 1838 po 1990 gg. 
(MOSCOW: b. i., 1996). 

158 SSPPT, Statisticheskii ezhegodnik na 1913 (1913), 586-587, 594-595. For the Central Industrial Region, 

see Jeffrey Burds, Peasant Dreams and Market Politics: Labor Migration and the Russian Village, 1861-
1905 (Pittsburgh, PA: University of Pittsburg Press, 1998), ch. 1. 
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Figure 7: Fuel consumed by Russian locomotives on Caucusian and Volga-Urals railways, 1906-1911
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Table 2: Length and rolling stock of Caucasian and Volga-Urals railways, 1911159 

Line Operational Track 
(km) 

Locomotives Railcars 

Transcaucasian 1824 602 12994 
Vladikafkaz 2502 792 17997 
Samara-Zlatoust 1303 538 13663 
Network average 1740 529 12638 

 

Notably, the swing in relative fuel prices itself occurred after several long-

standing technical and political problems came to a head in Baku all at once. The most 

dire was the exhaustion of the city’s oldest oil wells. Oil wells everywhere become less 

productive over time due to pressure depletion, or the reduction in the upward force 

exerted by the liquids and gases confined in a tapped reservoir.160 Such pressure depletion 

became acute in Baku in 1902, after nearly a dozen consecutive years of record-breaking 

output. To compensate, firm managers had to drill deeper wells to reach untapped 

reservoirs and assume greater risks like well flooding, a common occurence on the 

Absheron. Another crippling problem was ongoing political disagreements over leasing 

practices. Tsarist bureaucrats rewrote the laws governing the leasing of Baku’s 

petroliferous lands three more times between 1900 and 1914, but never successfully 

auctioned any plots during that period.161 N. K. Baibakov ironically summarized the 

stagnation that resulted accurately when he accused Baku’s oil tycoons of inflating prices 

 

159 SSPPT, Statisticheskii ezhegodnik na 1913, 582-83. 
160 For an accessible description of the typical life cycle of an oil reservoir, see John R. Fanchi and Richard 
L. Christiansen, Introduction to Petroleum Engineering (Hoboken, NJ: John Wiley & Sons, 2017), 6-9. 
161 Lund (2013), 40-47. 
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by “simultaneously avoiding large capital investment for the development of new oil-

bearing plots, the drilling of wells, and retrofitting equipment.”162 Indeed, most producers 

refused to make such large outlays in the uncertain business climate. The stagnation 

ultimately led to a crippling oil deficit, which compelled the Russian imperial 

government to order imports from Mexico in 1913.163 

 Yet the despite the gaps in the Annual data, they showed unambiguously that most 

of Russia’s oil-fired steamships and locomotives were concentrated geographically 

during the final years of Tsarist rule. Outside the Caucuses, they crossed paths only in the 

Volga Region. A colorized map of the Samara-Zlatoust Line published by Russia’s 

Ministry of Communications in 1900 depicted that overlap especially clearly. It is 

reproduced here as Figure 8.164 The map shows the Volga as a thick blue line snaking 

along its left-hand side and the Samara-Zlatoust as a solid black one extending diagonally 

across its length. The two lines converge near Samara proper in the bottom left-hand 

corner. Surprisingly, the map also depicts practically the entire Romashkino oilfield and 

what would eventually become the very heart of the Volga-Ural oil region. The 

resemblance is uncanny. Most contemporaneous observers, however, saw only the 

convergence of two transportation arteries. But a few individuals spotted what they 

thought were new opportunities to profit from oil production, led by German-born 

 

162 Baibakov (1984), 22-23 
163 Ibid. See also Yergin (2009), 214 as cited in Lund (2013), 26. 
164 Ministerstvo putei soobshcheniia, Putevoditel po Velikou Siberskoi zheleznoi dorogi, eds. A. I. 
Dmitrieva-Mamonov and A. F. Zdziarskoi (Saint Petersburg.: Tovarishchestvo khydozhestvennoi pechati, 
1900), ff. 138-39. 
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geologist Alexander Frentzel.165 Seeking to take advantave of those opportunities, 

Frentzel launched the Anglo-Russian oil company Kazan Oilfields Limited in 1913. He 

chose as the site of his new venture a city just north of Samara in the Kazan Governorate, 

or the imperial province that later became Tatarstan, namely Tetushi, circled in red.166 

 

Figure 8: Map of the Samara-Zlatoust railroad line, 1900 

 

The saga of Kazan Oilfields Limited brings the “slowness” in finding the Volga-

Urals oil into sharp relief by highlighting just how close professional prospectors came 

 

165 In Russia, Frentzel used the name Aleksandr Fridrikhovich Frentsel. 
166 For a history of Tetushi, see E. V. Mironova, Uezdnyi gorod Tetushi vo vtoroi polovine XIX-nachale XX 
veka. Seriia “Istoriia naselennikh punktov Respubliki Tatarstan” (Kazan: Institut istorii im. Sh. Mardzhani 
AN RT, 2015). 
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before the October Revolution. Soviet historians first noted this point in the late 1950s.167 

Sergei Lvovich Kniazev, the man who became known as “Tatarstan’s oil worker in 

chief,” later pieced its history together  from archival records while completing an 

ambitious research project as a pensioner in the early 1980s.168 The company’s origins in 

family connections have remained unknown until now, however, and began when 

Frentzel enrolled in a doctoral program at the Technical University of Munich 

[Technische Hochschule München] in 1906. There he studied petrology, the branch of 

geology concerned with the small-scale structure of rocks, and wrote a lengthy 

dissertation on the Sauwald, a stretch of granite highlands in the Bavarian Forest quarried 

for dimension stone.169 Around the time he finished his dissertation, in 1911, Frentzel 

thought up the oil venture together with his father Friedrich, who was then working as a 

merchant in London’s Caxton House. The elder Frentzel helped his son secure financial 

backing from a wealthy acquaintance, insurance broker Robert Henry Wheeler. More 

 

167 A. A. Trofimuk, Uralo-Povolzhe — Novaia neftianaia baza SSSR, 28. For later mentions, see V. I. 
Troepolskii and S. S. Ellern, Geologicheskoe stroenie i neftenosnost Aksubaevo-Melekesskoi Depressii 
(Kazan: izd-vo Kazanskogo universiteta, 1964), 9; and Baibakov, Delo zhizni, 201. 
168 For a biography of Kniazev, see В. F. Sultanbekov, Neft — delo vsei ego zhizni: Biograficheskii ocherk i 
vospominaniia o partiino-gosudarstvennom deiatele, uchenom-neftianike S. L. Kniazev, 1908-2002 (Kazan: 
TGRU, 2007), 11-18. For Kniazev’s moniker, see Mikhail Birin, “Sergei Kniazev: ‘V moem kabinete byla 
knopka vzryva tselogo goroda,” BiznezOnline, 2017-02-11, accessed September 15, 2018, 
https://www.business-gazeta.ru/article/336953. For S. L. Kniazev’s three-volume research project, see Neft 
Tatarii: Stranitsy istorii (Kazan: Tatarskoe knizhnoe izdatelstvo, 1981); Neft Tatarii: Put k bolshomu 
budushchemu (Kazan: Tatarskoe knizhnoe izdatelstvo, 1984); and Neft Tatarii: Rubezhi, vzgliada, skvoz, 
gody (Kazan: Tatarskoe knizhnoe izdatelstvo, 1990).  
169 For Frentzel’s complete dissertation, see “Das Passauer Granitmassiv,” Geognostische Jahreshefte 24 
(1911): 105-192. For a preliminary version, see “Essexit im Bayerischen Wald,” Monatsberichte der 
Deutschen Geologischen Gesellschaft no. 8/10 (1908): 240-243. 
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important, he also introduced him to his wife’s nephew, Vladimir Germanovich 

Molostvov.170 

 A patriarch of one of Russia’s oldest aristocratic families, V. G. Molostvov was 

the most powerful man in Tetushi during the early twentieth century. He served as the 

city’s marshal of the nobility [predvoditel dvorianstva] and thus the de facto head of the 

entire Tetushi district [uezd].171 He was also close with Russia’s most famous celebrity at 

the time, novelist Lev Tolstoy, whom he almost certainly met through his wife, Elizaveta 

Vladimirova (née Ber), the younger sister of a popular Russian-German poet. The 

Molostvovs corresponded with Tolstoy regularly and even visited him at his estate south 

of Moscow called Iasnaia Poliana, or “Bright Glade,” just before his death.172 More 

important, they managed an estate of their own: Dolgaia Poliana, or “Long Glade.”173 A 

 

170 I deduced the relationship between Alexander Frentzel, his father, and Wheeler from the surviving 
records of Kazan Oilfields Limited preserved in The National Archives of the United Kingdom (hereafter 
cited as TNA). See “Copy of Register of Directors or Managers of the Kazan Oil Syndicate Ltd.,” [1913], 
TNA BT 31/32137/124512, pp 76-77. For the relationship between Frentzel’s father and the Molostvovs of 
Kazan, see S. A. Frolova, “‘Dvorianskoe gnezdo’ roda Molostvovykh,” Spasskie skazaniia: Iz proshlogo i 
nastoiashchego goroda Bolgar i Spasskogo raiona Tatarstana (Kazan: izd-vo “Po gorodam i vesiam,” 
2003), 110n6. 
171 E. V. Mironova, Uezdnyi gorod Tetushi (2015), 56-57. For the role of marshal of the nobility in English, 
see Henri Troyat, Daily Life in Russia under the Last Tsar, 2nd ed., Malcolm Barnes, trans. (Stanford, CA: 
Stanford University Press, 1979), 128-129. For a history of the Molostvovs of Kazan, see S. A. Frolova, 
“‘Dvorianskoe gnezdo’ roda Molostvovykh,” Spasskie skazaniia (2003), 58-101. See also S. A. Frolova, 
“Kazanskaia vetv dvorianskogo roda Molostvovykh: Vtoraia polovina XVIII v.-1861 g.” (Candidate of 
Science diss., Kazan State University, 1998). 
172 Correspondence between Tolstoy and the Molostvovs, particularly E. V. Molostvova, can be traced via 
comprehensive indices to Tolstoy’s complete collected works published in 1964. The indices have been 
digitized by the State Museum of L. N. Tolstoy, are available online, and text searchable. See “Tom 91,” 
Lev Tolstoy, accessed September 15, 2018, http://tolstoy.ru/creativity/90-volume-collection-of-the-
works/1978/. 
173 Dolgaia Poliana is now an architectural monument managed by Tatarstan’s government. The estate’s 
grounds are also a public park. See Svod pamiatnikov istorii i kultury Respubliki Tatarstan: T. 1 
Administrativnye raiony (Kazan: izd-vo “Master Lain,” 1999), 348-49. 
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map of the property originally drawn up to secure bank loans in 1900 is reproduced 

below as Figure 9.174 Located about one hundred seventy kilometers north of Tetushi 

proper, Dolgaia Poliana abutted high cliffs on the Volga’s right bank, which are shown in 

dark green. The cliffs exposed large deposits of clays [gliny], depicted in brown, as well 

as oil-soaked or bituminous limestone that Molostvov’s father had leased to an eager 

prospector decades earlier, but to no avail.175 On closer inspection, Frentzel believed that 

those deposits indicated the presence of large reserves of liquid oil just below the surface; 

and that those reserves were accessible. 

  

 

174 National Archives of the Republic of Tatarstan (hereafter cited as NA RT) fond 259, opis 2, delo 107, 
list 1 (hereafter cited as f., op., d., l.). 
175 S. L. Kniazev, Neft, gaz, i neftekhimiia Tatariia, T. 1 (Kazan: Tatarskoe knizhnoe izd-vo, 1978), 103-
104. 
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Figure 9: Plan of Dolgaia Poliana Estate, 1900 
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Using Wheeler’s capital and Molostvov’s influence, Frentzel conducted a 

sophisticated geologic survey of practically the entire Tetushi district over much of 1911 

and 1912. He identified the most promising lands on which to drill exploratory wells and 

negotiated leases of them from three neighboring peasant communities, the most 

promising of which was called Sukeevo. In all, he secured rights to about sixteen 

hectares, including nearly ten kilometers of frontage on the Volga coast. The survey and 

holdings impressed Wheeler, who later agreed to continue funding Frentzel in exchange 

for an option to buy his new property within a year’s time. The insurance broker 

formalized the arrangement by floating Kazan Oil Syndicate Limited on London markets 

in September 1912.176 The Syndicate was a typical example of what one influential 

business historian has called a “free-standing company,” or a type of British foreign 

direct investment that was established as a joint-stock, limited liability firm and intended 

to operate strictly on a bi-national basis.177 About a hundred such Anglo-Russian oil 

companies had already been registered in London that year.178 Wheeler capitalized the 

Syndicate with fifteen thousand pounds sterling and registered it to his brokerage on 

 

176 “The Kazan Oil Syndicate Limited: Memorandum and Articles of Association,” [1912], TNA BT 
31/32137/124512, pp 6-62. For the contract between Wheeler and Frentzel, see “An agreement…” [1913], 
pp 72-75. 
177 Mira Wilkins, “The Free-Standing Company, 1870-1914: An Important Type of British Foreign Direct 
Investment,” The Economic History Review 41, no. 2 (May 1988): 261-63. 
178 E. de Hautpick, “New Anglo-Russian Petroleum Companies,” Russian Oil, The Mining Journal 100, no. 
4044 (22 February 1913), 190. 
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Gracechurch Street. He also managed to issue a full two-thirds of its authorized ordinary 

shares by the end of 1914.179 

Frenztel began drilling exactly two months after Wheeler floated the Syndicate. 

With the aid of hired laborers, he sank two wells to depths of ten and twenty-three meters 

in a little over three weeks, a remarkably fast pace given Tetushi’s remoteness and the 

wintry conditions. The flurry of activity came at an unexpected cost, however. A Russian 

engineer referred to in records only as S. I. Pestriakov exploited the sudden appearance of 

derricks around Sukeevo to stake out claims of his own. Pestriakov first secured leases of 

the same plots that Frentzel had already acquired by promising higher rents to their 

owners and then provacatively accused the geologist of squatting. He based his complaint 

firmly on local property law. Though Frentzel had concluded his leases with local 

authorities [volostnie pravleniia], he had failed to obtain the necessary approval from 

higher provincial ones in Kazan. Nevertheless, Frentzel refused to submit and sued 

Pestriakov in defense of his ownership rights. He ultimately prevailed thanks to 

Molostvov’s clout, but only after months of litigation.180 The experience convinced 

Frentzel to deal more cautiously with another prospector who appeared shortly thereafter, 

Mikhail Sergeevich Demin, a driller who had recently helped bring in a gusher in Central 

 

179 “Balance Sheet: September 30th 1912 to December 31st 1914,” [1914], TNA BT 31/32137/124512, p 
79. 
180 Kniazev called Pestriakov’s speculative play typical of so-called “stake-out industry” 
[stolbopromyshlennost] that had arisen around the Volga at the time. See Kniazev, Put k bolshomu 
budushchemu, 277-78, 282-83. 
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Asia. To forestall any further litigation, Frentzel formed a partnership with Demin in 

early February 1913.181 

All the early work of Kazan Oil Syndicate Limited received an unusual amount of 

coverage in the London press. The Times reported on one of the company’s first general 

meetings in a thousand-word article published on 10 February 1913, likely thanks to 

Wheeler’s boostering. The unnamed correspondent quoted Wheeler himself as saying 

that the venture was “nearer by a thousand miles to the principal oil-consuming districts 

of Russia” than any of its competitors; and that all involved were “very favourably… 

situated for the creation of an oil industry in the heart of Russia…”182 Not all the 

coverage was so flattering, however. Eugene de Hautpick, the Russian correspondent for 

one of city’s most established trade periodicals, The Mining Journal, berated Kazan Oil 

Syndicate as a folly in a column published a few weeks later. He argued that Russian 

state geologists had found no traces of oil within “the limits of practical operations” while 

conducting a “deep boring” survey on the opposite side of the Volga just two years 

earlier. “[I]n spending money on new research on the Volga region, the newly-formed 

Kazan Oil Syndicate is practically condemned to failure in advance,” de Hautpick 

concluded plainly, “since there is no ground whatever for the discovery of petroleum here 

 

181 Demin had started his own company, Demin Partnership & Co. [Tovarishchestvo Demina i Ko]. See 
Kniazev, Neft Tatarii: Put k bolshomu budushchemu, 109. He had previously worked for the Ural Caspian 
Oil Corporation, yet another free-standing company floated in London. See Natalia Gurushina, “British 
Free-Standing Companies in Tsarist Russia,” in The Free-Standing Company in the World Economy, 1830-
1996, eds. Mira Wilkins and Harm Schröter (New York: Oxford University Press, 1998), 181. 
182 “Company Meetings: Kazan Oil Syndicate,” The Times, February 10, 1913, 19. Frentzel preserved a 
reprint of the article in the company’s records. See the NA RT  f. 1184, op. 1, d.  9, ll. 4-4ob. 
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in payable quantities.”183 It was a damning assessment from a recognized expert in the 

field.184 

To augment the good press and counteract the bad, Frentzel published a fully-

illustrated, German-language version of his survey of Tetushi in the Berlin-based 

magazine Petroleum in June 1913.185 He wrote the text as half scholarly article and half 

business plan, beginning with a review of all the relevant Russian-language literature on 

Volga-Urals geology that had appeared in recent years. He then described the Syndicate’s 

holdings in great detail and with “overt promotional enthusiasm,” as Kniazev rightly put 

it.186 “The bituminous dolomite limestone of Tetushi, owing to its high bitumen content 

as well as the thickness and length of its strata,” Frentzel wrote, “can most certainly be 

placed among the very best and best-suited for development among all deposits of this 

type… It is all the more surprising that they have lain unexploited until the present 

time.”187 Frentzel even went so far as to claim that, were the deposits already being 

developed, “the results would be a considerable revolution in the Russian oil industry.” 

 

183 de Hautpick, “Kazan Oil Syndicate,” The Mining Journal 100, no. 4045 (March 1, 1913), 219. 
184 For a complete biography of Hautpick, see David Branagan, “Captain Eugene de Hautpick: A Russian 
Ghost in Australian Mining and Geological History?,” Proceedings of the Royal Society of Victoria 120, 
no. 1 (July 2008): 118-36. See also Platon Tchoumatchenco, Michel Durand-Delga, Jean Ricour, and 
Michel Wiazemsky, “Geologists of Russian Origin in Francophone Countries,” Boletín Geológico y Minero 
127, no. 2/3: 721-22. For a contemporaneous reference to de Hautpick’s expertise, see G. A. Roush and 
Allison Butts, eds., The Mineral Industry: Its Statistics, Technology and Trade during 1917, vol. 26, (New 
York: McGraw Hill Book Company, Inc., 1918), 507. 
185 Frentzel, “Die Erdöl-, Bitumen- und Schwefellager von Tetjuschi,” Petroleum 8, no. 17 (4 Juni 1913): 
1121-28. 
186 Kniazev, Neft Tatarii: Stranitsy istorii, 281. 
187 Frentzel as reproduced in Kniazev, Neft Tatarii: Stranitsy istorii,  281. 
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He concluded by obliquely addressing de Hauptick’s earlier criticisms, noting “that the 

Tetushi deposit belongs to a younger stratum of rock than others such as the more or less 

throughly-studied oil and asphalt layers of the Middle Volga.” Crucially, the text did not 

appear in Russian translation for another two decades.188 Wary of competitors, Frentzel 

managed to keep it hidden from Russian authorities until after the October Revolution. 

To further promote the Syndicate, Wheeler and Frentzel also hired two experts to 

inspect its holdings personally in autumn 1913. They were Aleksei Pavlovich Ivanov, a 

professor of geology at a municiple university in Moscow whose work on the Volga 

Region Frentzel had cited in his survey, and David Alexander Sutherland, a construction 

engineer with extensive experience in Scotland’s shale oil industry.189 The two met face-

to-face in Tetushi in October 1913 and came to similar conclusions. Both agreed that if 

the area held large deposits of liquid oil, they were locked deep within the subsoil. “[Oil-

bearing] layers that are neither denuded nor exposed should be expected in the Sukeevo 

region only at some depth,” Ivanov wrote in his report, “…that is, at a depth not less than 

10 to 15 sazhens [twenty to thirty meters] below the level of the Volga [riverbed].”190 

Sutherland used similar language. “It was recognized at an early stage of our 

 

188 See Frentsel, “Neftianye, bituminoznye i cernye zalezhi v Tetushakh,” Nedra sotsialisticheskogo 
Tatarstana: Sbornik statei (Kazan: TNIEI, 1931), 94-108. 
189 For Ivanov, see the biography written by his daughter, E. A. Ivanova, Geolog Aleksei Pavlovich Ivanov: 
1865-1933 (Moscow: n. p., 1940). Notably, E. A. Ivanovna became an accomplished geologist in her own 
right. See A. V. Nalivkin, Nashi pervye zhenshchiny-geologi (Leningrad: Nauka, 1979), 181-191. For 
Sutherland, see a brief biography written for his induction into the American Institute of Mining and 
Metallurgical Engineers in Mining and Metallurgy no. 154 (October 1919), lxi. For a history of the Scottish 
shale oil industry, see Graham Dean, “The Scottish Oil-Shale Industry from the Viewpoint of the Modern-
Day Shale-Gas Industry,” Geological Society of London 465, no. 1 (2018): 53-69. 
190 Ivanov completed his report in Moscow on December 21, 1913. See NA RT f. 1184, op. 1, d. 3, l. 5. 
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investigation that if petroleum occurred in liquid form in commercial quantities it must 

lie at some depth below the exposed strata… I suggested… a depth of 2,000 feet [six 

hundred meters] or more.”191 Nevertheless, both also agreed that the Syndicate stood to 

make “very handsome profits,” as Sutherland wrote, if oil was ever struck.192 

The news coverage, Frentzel’s survey, and word of the independent investigations 

all had the desired effect. Wheeler attracted enough investment in time to purchase 

Frentzel’s holdings through a subsidiary company, Kazan Oilfields Limited, which he 

floated a year to the day after registering the Syndicate. He found his greatest benefactor 

in a Welsh coal baron, John Howard Thomas, who became one of the company’s 

directors.193 Meanwhile, Frentzel and Demin continued drilling around Sukeevo. They 

brought three wells to depths of between eighty-two and one hundred meters by early 

April 1914.194 Only the start of World War I interrupted their progress. Provincial 

authorities then stripped Frentzel of his leases on account of his German nationality and 

had him briefly imprisoned as a security measure. The geologist officially transferred all 

his property to Molostvov from the confines of his prison cell in early August, but 

 

191 Sutherland completed his report in London on 2 April 1914. See NA RT f. 1184, op. 1, d. 10, l. 5. A 
Russian translation of Sutherland’s report can be found in the same records. See NA RT f. 1184, op. 1, d. 4, 
ll. 4-5. For a published version of the same, see D. A. Seterland, “Doklad ob arendovannikh vladeniiakh 
kompanii Kazan-Oilfilds Limited,” Nedra sotsialisticheskogo Tatarstana (1931), 88-93. See also, Kniazev 
Neft, gaz, i neftekhimiia Tatariia, T. 1, 97-102. 
192 NA RT f. 1184, op. 1, d. 10, 1. 8. 
193 “Kazan Oilfields Limited: Memorandum and Articles of Association,” [1913], TNA BT 
31/32163/131158, pp 3-53. For the company directors, see “Statement in Lieu of Prospectus,” [1913], pp 
58-64. Thomas served as chairman of Cambrian Collieries, Ltd. See The South Wales Coal Annual for 
1907, Joseph Davis, ed. (Taunton, UK: Barnicott and Pearce, 1907), 1-32, 215. 
194 This was the case when Sutherland completed his report. See NA RT f. 1184, op. 1, d. 10, ll. 3-4. 
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continued to remain clandestinely involved in company affairs after his release.195 

Molostvov, in turn, attempted to organize the production of ichthyol, a salve with 

disinfecting properties, from the bitumen on his lands as a way to profit from the war. 

The prospects seemed so favorable that Thomas orchestrated a hostile takeover of Kazan 

Oilfields Limited in early 1915, but ultimately failed due to the efforts of Frentzel and 

Molostvov (see Appendix 1). Working together, the two managed to acquire enough 

funds to keep their leases through 1917. They even remained optimistic about their 

prospects until October of that year.196 

1.4 Socialism Makes a Detour 

By seizing Russian state power in October 1917, the Bolsheviks inaugurated civil 

war. Hosts of Tsarist soldiers (the “Whites”), disaffected socialists (the “Blacks”), 

anarchistic peasants (the “Greens”), aggrieved nationalists (like certain Ukrainians), and 

foreign interventionists (like U.S. soldiers) all took up arms against their embryonic 

“Red” regime over the following months.197 The Russian Empire imploded as a result. A 

new republic declared independence in the Volga-Urals in March 1918, the short-lived 

 

195 Kniazev, Neft Tatarii: Stranitsy istorii, 287. For the transfer of property rights, see NA RT f. 1184, op. 
1, d. 8, ll. 3-4. For Frentzel’s continuing involvement, see NA RT, f. 1184, op. 1, d. 1, d. 6, ll. 1-4.  
196 Kniazev, Neft Tatarii: Stranitsy istorii, 288-294. The Bolsheviks nationalized the holdings of Kazan 
Oilfields Ltd. and Demin & Co. in 1918. See Sovetskoe stroitelstvo v Tatrespublike za god, 1920-1921 
(Kazan: Gosizdat, 1921), 124-25. See also K. A. Nazipova, Natsionalizatsiia promyshlennosti v Tatarii, 
1917-1921 gg. (Moscow: Nauka, 1976), 159-60. 
197 For a history of the Russia Civil War in English, see Laura Engelstein, Russia in Flames: War, 
Revolution, and Civil War, 1914-1921 (New York: Oxford University Press, 2018). For a useful overview 
of the civil war in Russian, see A. L. Litvin, Krasnyi i belyi terror v Rossii, 1918-1922 gg. (Moscow: 
Eksmo, Iauza, 2004). For the role of US soldiers, see David S. Foglesong, America’s Secret War Against 
Bolshevism: U.S. Intervention in the Russian Civil War, 1917-1920 (Chapel Hill, NC: University of North 
Carolina Press, 1995). 
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Idel-Ural State.198 Three others did likewise in the Caucuses the following May: the far 

more durable Georgia, Armenia, and Azerbaijan (respectively). Over the next few 

months, a legion of Czech and Slovak troops marched into Siberia,  Ukrainian 

nationalists seized the coal-rich Donets Basin or Donbass, and Ottomans took over oil-

rich Baku.199 The Reds responded by expropriating all Russian industry under “War 

Communism” in June, and then reorganizing it in December, but the measures only 

exacerbated growing fuel shortages. By early 1919, the fledgling Soviet government 

found itself in the midst of an “energy famine” [toplivnoi golod].200 Lenin managed the 

crisis personally. He issued a flurry of directives, including an order that geologists learn 

what, if anything, could be done with the “Kazan oil” that a certain English company had 

sought before the war. Starved for energy, the besieged revolutionaries quite literally 

could not afford to leave any stone unturned.201  

Soviet agencies dispatched a total of six expeditions to the former holdings of 

Kazan Oilfields Limited between summer 1918 and autumn 1919, more than any other 

area in the former Russian Empire during that time.202 The Soviet petroleum geologists 

 

198 Victor A. Shnirelman, Who Gets the Past?: Competition for Ancestors among Non-Russian Intellectuals 
in Russia (Baltimore, MD: The Woodrow Wilson Center Press and The Johns Hopkins University Press, 
1996), 16-20. 
199 For the occupation of Donbass, see Engelstein, Russia in Flames, 312-327. For the Ottoman occupation 
of Baku, see Jonathan Sicotte, “Baku and its Oil Industry through War and Revolution: 1914-1920,” The 
Extractive Industries and Society 5, no. 3 (July 2018): 388-89. 
200 Silvana Malle, The Economic Organization of War Communism, 1918-1921 (New York: Cambridge 
University Press, 1985), 219-22. 
201 V. I. Lenin, Polnoe sobranie sochinenii, t. 54, 5-oe izd. (Moscow: Izdatelstvo politicheskoi literatury, 
1975), 417 as reproduced in Kniazev, Neft Tatarii: Put k bolshomu budushchemu, 48. 
202 For a summary of the expeditions, see Kniazev, Neft Tatarii: Put k bolshomu budushchemu, ch. 4. 
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involved came to conflicting conclusions, however. The likelihood of finding industrial 

quantities of liquid oil around Sukeevo, and in the Volga-Urals more generally, thus 

became the subject of the first major debate between them. The debate centered around 

two competing conceptions of how the region’s scattered oil seeps had gotten there in the 

first place. Both were rooted in nineteenth-century scholarship. Supporters of one 

conception understood the oil to be from a “primary deposit” [pervichnoe zaleganie], 

meaning that it had formed there millions of years ago and remained in place despite 

powerful geologic as well as weather-related forces. Those forces had crushed the oil into 

semi-solid bitumen, diluted as well as dispersed it; but — and this was crucial — they 

had never raised it up from somewhere deeper underground. “Kazan oil,” then, was 

merely the remnants of an ancient petroleum reservoir that had mostly disappeared. 

Geologist Kazimir Petrovich Kalitskii synthesized hypotheses of primary deposit into a 

complete and influential theory of petroleum formation, the theory of “in situ,” years 

before the Bolsheviks seized power in 1910. He also became the staunchest advocate of it 

in relation to the Volga-Urals after inspecting ten sites there nearly a decade later, in 

October 1919.203 

Supporters of the other conception of Volga-Urals oil understood it to be from a 

“secondary deposit” [vtorichnoe zaleganie], meaning that it had, in fact, arisen from 

farther below. The mechanics of the oil’s migration, they argued, were simple enough. 

 

203 Kniazev, Neft Tatarii: Put k bolshomu budushchemu, 68-71. See also S. F. Fedorov, Ocherki po istorii 
geologii nefti (Moscow: Izdatelstvo Akademii nauk SSSR, 1953), 49-57. 



 

82 

By slowly burying and compressing the ancient reservoir rather than eroding it, the same 

powerful geologic forces had squeezed some of the oil upward as if out of a sponge. The 

region’s oil seeps, therefore, were telltale signs that it contained very large reserves. In 

contrast to Kalitskii, geologist Ivan Mikhailovich Gubkin became the most vocal 

proponent of the secondary deposit conception after he visited Sukeevo on Lenin’s orders 

in August 1919.204 He expounded it to colleagues contiuously thereafter. “It is likely his 

persistence was explained in some measure by the fact that I. M. Gubkin visited the 

United States of America and rigorously studied the state of oil extraction there[,]” N. K. 

Baibakov suggested in his memoirs. “At that time, the USA had overtaken Russia in oil 

extraction. There, facilities were already in the east, in the west, and in the south, while 

here they existed only on the southern edges of the country.”205 Baibakov was certainly 

right. Gubkin had, in fact, visited Oklahoma oilfields as a guest of American state 

geologists just weeks before the October Revolution.206 And the experience had 

undoubtedly convinced him that the Russian oil industry also needed to expand to 

survive. 

 

204 Ibid. For Gubkin’s reply to Lenin’s telegram of July 1919, see State Archive of the Russian Federation 
(hereafter cited as GA RF) f. R-130, op. 3, d. 697, l. 244. For more on the debate, see E. D. Voitovich, N. S. 
Gatiiatullin, R. Z. Shakirov, E. A. Tarasov, and M. H. Khairetdinov, Istoriia otkrytii i metodika poiskov i 
razvedki nefti v Tatarstane (Kazan: Izdatelstvo Kazanskogo universiteta, 1998), 7-11. 
205 Baibakbov, Delo zhizni, 169-70. 
206 W. O. Hotchkiss, “Annual Field Trip of the American Association of State Geologists,” Science 46, no. 
1197 (7 December 1917): 556-557. For Gubkin’s work with American geologists, see Yuri Yevdoshenko, 
“At the Origins of the Soviet-American Energy Dialogue,” Oil of Russia, no. 4 (2009), accessed September 
16, 2018, http://www.oilru.com/or/41/849/. 
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After inspecting Volga-Urals oil with their own eyes, both Kalitskii and Gubkin 

made recommendations for follow-up expeditions that were firmly based on their earlier 

experiences and inclinations. Kalitskii adopted a reserved tone in the report on his 

investigation, which he carried out, notably, as Gubkin’s subordinate. He maintained that 

there was indeed “some hope” of striking oil in three specific areas, particularly one near 

a town called Shugurovo, about three hundred kilometers southeast of Kazan. “But if 

liquid oil is encountered here,” he added, “then, according to all existing data, it will be 

heavy oil, devoid of gas and of high specific gravity that will flow to the bottomhole with 

difficulty. It is possible to foresee in advance that the wells will be characterized by rather 

poor productivity.”207 Nevertheless, Kalitskii proposed that the wells be drilled anyway. 

He advised prospectors to choose locations for them based on the oil itself — that is, by 

following trails from the surface seeps to more heavily-saturated layers, which almost 

certainly lay a fair distance away.208 Contrariwise, Gubkin exuded optimism. “Given 

favorable conditions for exploration,” he wrote in his own report, “an enormous new oil 

region may be called to life, one that will have global significance.”209 He also insisted 

that prospectors focus not on the oil, but rather on the kinds of rock that could prevent it 

 

207 K. P. Kalitskii, “Neftianie mestorozhdeniia Kazanskoi, Ufimskoi i Samarskoi gubernii,” Izvestiia 
Geologicheskogo komitet (Moscow: n. p., 1920), 502 as reproduced in Kniazev, Neft Tatarii: Put k 
bolshomu budushchemu, 74. 
208 Kniazev, Neft Tatarii: Put k bolshomu budushchemu, 79. 
209 An excerpted portion of Gubkin’s report can be found in Kniazev’s document collection. See Kniazev, 
Neft, gaz, i neftekhimiia Tatarii, T. 1, 125. 
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from migrating, or so-called “reservoir rock.” Find the right rock, Gubkin believed, and 

the oil will surely be close by.210 

Baibakov candidly summarized what happened in the Volga-Urals after the two 

geologists made their contradictory recommendations about halfway through his 

memoirs. “Prospecting continued here until the beginning of 1923. Thirteen wells were 

already drilled in Sukeevo by 1921,” he explained, “but industrial oil was never found, 

and therefore drilling in the Volga-Ural region was halted.”211 He also enumerated 

several reasons why, concluding that: “A negative assessment of the region’s oil content 

by several of the country’s prominent geologists played a role.”212 Here Baibakov was 

certainly right once again; but the veteran Soviet oil worker never explained exactly how 

that negative assessment came to have such a lasting impact. Scientists disagree as a 

matter of course, after all. Put plainly, the debate over the primary or secondary nature of 

Volga-Urals oil exacerbated growing apprehension among the Bolsheviks over the oil 

industry generally. Combined with the devastating foreign occupation of Baku, they 

magnified the risks inherent in it a thousand fold. How were the Marxist revolutionaries 

to create a socialist economy, one that was scientifically- and centrally-planned, if they 

could not produce fuel predictably? In the end, they concluded that coal was the most 

predictable of all, and substituted oil for it throughout most most of their industry. The 

consequences were far-reaching. Oil exploration in the Volga-Urals all but ground to halt 

 

210 Kniazev, Put k bolshomu budushchemu, 78. 
211 Baibakov, Delo zhinzi, 202. 
212 Baibakov, Delo zhinzi, 203. 
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until just before World War II, ultimately delaying the discovery of Romashkino for 

another thirty years. 

The failures at Sukeevo certainly came at a most inopportune time for Gubkin and 

others convinced of the secondary character of Volga-Urals oil. The Red Army liberated 

Baku in April 1920 and secured Ukraine’s Donbass in November 1921, relieving much of 

the pressures of the energy famine.213 With victory in the civil war nearly at hand early 

the following year, the Bolsheviks jettisoned War Communism in favor of what they 

described as a temporary return to state-regulated markets in their New Economic Policy 

(NEP), which had the goal of  expediting reconstruction. They instituted a new currency 

based on the international gold standard, the chevronets ruble, and set to work resolving 

grievances with foreign interventionists as well as former World War I allies. As part of 

those closely-related efforts, Commissar of Foreign Trade Leonid Borisovich Krasin 

outlined a comprehensive energy policy in a top secret report in March 1922.214 He 

proposed three courses of action: 1) granting concessions of Baku’s petroliferous land to 

foreign firms; 2) relegating petroleum to the status of an export commodity, and; 3) 

replacing all oil used as “simple calorific fuel” domestically with coal.215 The profits 

earned from selling oil abroad, he argued, would pay for increased production of coal at 

home. Moreover, the widespread use of hybridized steam engines would make realizing 

 

213 See Engelstein Russia in Flames, 445-68. See also Sicotte, “Baku and its Oil Industry through War and 
Revolution,” 391. 
214 Sara G. Brinegar, “Baku at All Costs: The Politics of Oil in the New Soviet State” (PhD diss, University 
of Wisconsin-Madison, 2014), 79-89. 
215 Brinegaer “Baku at All Costs,” 84n170. 
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the policy straightforward. Krasin knew that perhaps better than most. He had begun his 

career as a revolutionary in Baku’s oilfields.216 

Bolshevik leaders rejected Krasin’s call for granting oil concessions, but 

implemented his plan to export the bulk of their new socialist state’s oil and make coal 

the predominant primary fuel within its borders.217 Figure 10 illustrates some of the 

results on the railroads.218 It compares the total amounts of wood, coal, and oil in tonnes 

consumed by all Soviet locomotives from the planning years 1922/23 through 1933, with 

official estimates for 1934 included as well. Wood totals are once again derived from 

data originally expressed in units of volume (square meters). The data itself was 

published publicly in 1935 and recorded by the State Planning Committee or Gosplan, an 

agency that the Bolsheviks tasked with making production schedules for all Soviet 

industry. The fuel consumption patterns that they reveal contrast sharply with those 

recorded just before the October Revolution (see Figure 5). Most obvious is the dynamic 

— indeed, explosive — growth in the consumption of coal relative to wood and oil after 

1923/24. That growth becomes even more significant vis-a-vis oil when considered in 

relation to the Soviet locomotive fleet. According to the same Gosplan data, the average 

number of locomotives in daily operation reached pre-World War I levels only in 

 

216 Brinegaer “Baku at All Costs,” 66. 
217 The Soviets did ultimately sign an agreement with the International Barnsdall Corporation in October 
1921. It was a contract to exchange technology for oil, however, rather than to grant rights to plots of land. 
See Brinegaer “Baku at All Costs,”104-109. 
218 A. M. Iakobi, Zheleznie dorogi SSSR v tsifrakh (Moscow: Souzorguchet, 1935), 72-73. 
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1930.219 Any increase in the consumption of coal preceeding that year, then, almost 

certainly came at the expense of other fuel types rather than as a result of reconstruction.

 

219 Iakobi, Zheleznie dorogi SSSR, 44. 



 

 

 

Figure 10: Fuel consumed by Soviet locomotives, 1922/23-1934 (est.)
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To be sure, other prominent Bolsheviks had a hand in crafting newly Sovietized 

Russia’s first domestic energy policy aside from Kalitskii, Gubkin, and Krasin. The 

process was contentious, with several high-ranking Communist Party members 

advocating on behalf of one or another fuel industry. Ukrainian Bolshevik Vlas 

Yakovlevich Chubar, for example, agitated for coal in an article plainly titled “There 

Must Be a Plan in Fuel Industry” published on the front page of the Party’s flagship daily 

newspaper Pravda on 24 June 1922. A member of the Central Committee, by law the 

Party’s highest ranking body between its Congresses, Chubar called specifically for 

“radical changes” in the relationship between Gosplan and Donbass.220 He subtly framed 

the issue as a choice between coal and oil “in the problem of the mineralization of 

[Soviet] fuel industry.” Cut off from carbon supplies during the energy famine, the 

Bolsheviks had relied on wood stockpiles to power economic activity; but now the time 

had finally come to replace them. “The state of the large mines in Donbass will allow 600 

million poods of coal and anthracite to be extracted for the 1922-23 operating year,” 

Chubar declared confidently; “the smaller mines can deliver 200-250 million poods.”221 

Only by exploiting those opportunities, he argued, could the country “move with open 

eyes down the path of an actual uplift in mineral fuel production.” Soviet coal industry 

alone, in other words, could guarantee results. 

 

220 Chubar was a close associate of Stalin. See Stephen Kotkin, Stalin, Vol. 1: Paradoxes of Power, 1878-
1928 (New York: Penguin Press, 2014), 390. See also, Alfred J. Rieber, Stalin and the Struggle for 
Supremacy in Eurasia (New York: Cambridge University Press, 2015), 115-117, 177. 
221 Chubar, “Dolzhen byt plan v toplivnom khoziaistve,” Pravda no. 138, June 24, 1922, 1. 
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Aleksandr Pavlovich Serebrovskii, the Party member charged with managing the 

reconstruction of Baku’s oilfields after the Red Army’s liberation, indirectly responded to 

Chubar with his own front page article in Pravda several months later, on 13 September 

1922.222 He gave it the ominous title “The Fuel Oil Crisis of 1923.” By no later than the 

coming April, he argued, Soviet Russia would have only thirty percent of the refined oil 

products it needed left available in storage depots. Fuel oil supplies were so low, in fact, 

that severe shortages were sure to cripple industry and transport if Gosplan took no 

further action. Fortunately, easy solutions were at hand. Serebrovskii meticulously ran 

through production estimates and showed that an enhanced drilling capacity of just ten 

thousand more sazhens or roughly twenty-one thousand more meters per year — “a 

completely feasible thing” — would be enough to avert disaster. The key was to dispatch 

the necessary material to the Absheron immediately. With resources lacking, experienced 

workers were walking off job sites in droves and dramatically reducing productivity. “It 

must never be forgotten… personnel, once lost, are extraordinarily difficult to replace,” 

Serebrovskii reminded his readers, “especially for such complicated industry as oil…”223 

Put another way, Soviet economic planners were certain to yield significant savings in oil 

production if only they made the right investment, and made it now. 

Yet as Serebrovskii knew too well, the kinds resources needed for drilling oil 

wells were precisely what troubled planners the most. The majority were expensive, 

 

222 For Serebrovskii’s role, see Brinegar, “Baku at All Costs,” 25-30. 
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monstrously heavy, and worst of all, hyper-specialized. That is, they could only be used 

for one thing: producing oil.224 Most oil workers in Baku in the early 1920s still drilled 

using the percussion method [udarnyi sposob], which had been developed decades earlier 

in the 1880s.225 Though straightforward from a technical vantage point, the percussion 

method nevertheless required a bevy of unique tools to be implemented correctly. The 

boring assemblies were particularly troublesome. Essentially self-contained 

jackhammers, the three-part assemblies usually measured about twelve meters long and 

weighed well over half a metric ton each. Even more problematic were the “casings,” or 

the long metal pipes of twenty or more centimeters in diameter that workers drove into 

well bores during or just after drilling. Without casings, most wells sunk into the 

Absheron’s soft subsoil would quickly cave in or flood.226 The constant need for them 

ensured that drilling was always a highly-capital-intensive undertaking, and therefore 

enormously expensive one. According to official Soviet data published in 1935, the 

Soviet government spent over twenty-nine and a half million rubles on operational 

 

224 For a discussion of the hyper-specialization of equipment in the oil industry generally, see McNally, 
Crude Volatility, 61-66. 
225 In the English-language literature, the percussion method is also known as the “cable tool method.” See 
Lund, “At the Center,” 214-19. See also Tolf, The Russian Rockefellers, 65. 
226 For the most detailed description of drilling methods used in Baku in the 1920s, see Boverton Redwood, 
A Treatise on Petroleum Vol. II, 5th ed. (London: Charles Griffin & Co., Ltd., 1926), 432-48. For a useful 
description in Russian (translated from the German), see V. Borkhers, F. Bust, and E. Treptov, 
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drilling alone in Baku in 1923/24. That was roughly equivlant to fifteen million U.S. 

dollars at the time.227 

Economists of the Supreme Soviet of the National Economy (VSNKh), the 

agency the Bolsheviks established to centralize all industrial production within Soviet 

territory, underscored the drag that such high capital intensity exerted on oil production in 

an annual report published in December 1922.228 “The coal and oil industries endured 

three sharply-defined periods during the [operational] year in review,” they claimed. The 

outputs recorded during the first period of “unusually-quick recovery and revival” were 

especially revealing. Thanks to a several-fold increase in the efficiency of the individual 

miner, coal production in Donbass “reached a culmination” of sixty-two million poods in 

autumn 1921, “numbers not seen after 1917.”229 Oil producion depended on entirely 

different factors, however. “In the oil industry, where development of production is 

mainly conditioned by the availability of technical equipment and materials for the 

operation of new wells and drilling,” the authors explained, “this process proceeded more 

slowly; but production in Baku in January [1922] nevertheless reached fifteen million 

 

227 See Glavneft NKTP SSSR, Neftianaia promyshlennost SSSR v tsifrakh: Kratkii stat. spravochnik, 1920-
1934 gg., ed. G. L. Altshuler (Moscow: GONTI, 1935), 107. The calculated exchange rate is a very rough 
estimate because two hard currencies circulated in Russia at this time; and the statistics above do not 
specify which was used. For some exchange rates in early 1923, see Yurii Goland, “Currency Regulation in 
the NEP Period,” Europe-Asia Studies 46, no. 8 (1994): 1255. 
228 For the development and structure of VSNKh, see Malle, The Economic Organization of War 
Communism, 202-18. 
229 VSNKh, Russkaia promyshlennost v 1922 godu: Materialy k 10-mu Sezdu Sovetov (Petrograd: 
Izadtelskoe otdeleniie VSNKh, 1923), 86. 
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poods, versus ten to twelve million the previous summer.”230 All the same, the authors 

urged caution. “The [Russian] Republic’s fuel supply plan was created in strict 

conformity with real resources, stockpiles, and production targets,” they emphasized in 

their conclusion, “moreover not all credible outputs were fully distributed.”231 “Real 

resources,” therefore, had to remain a watchword. Searching for unproven ones would 

likely just lead to waste that the country could not afford. 

The wider debate over the roles that oil and coal were to play in the recovering 

Soviet economy came to a head around the very same time that VSNKh was preparing its 

report. On 30 December 1922, representatives of the four republics that emerged from the 

civil war intact signed a treaty formally establishing a new union with a centralized 

federal government in Moscow: the Union of Soviet Socialist Republics. They included 

Russia, Ukraine, Belarus, as well as Transcaucasia, an ad-hoc amalgamation that united 

the three constituent republics of Georgia, Armenia, and Azerbaijan.232 Sovietized Russia 

united a multitude of constituent republics as well, not least Tatarstan in the Volga-

Urals.233 Once in place, the new administrative framework enabled VSNKh rapidly to 

insitute a state-wide energy policy. The agency reorganized the oil industry into five 

“trusts” [tresty] plus an additional syndicate charged with coordinating foreign trade in 
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1923/24.234 It also made oil exploration the exclusive domain of the trusts, liquidating 

most other independent prospecting operations, including those around Sukeevo. Though 

bureaucratically efficient, the new system had limitations. Most important, the trusts were 

restricted to specific territories and obligated to write off all their unproductive 

exploratory wells as total losses on their balance sheets, which incentivized them to be 

risk averse. Planners made no significant changes to the policies until the late 1930s.235 

The Bolsheviks, then, severely curtailed oil exploration in the Soviet Union just a few 

years after gaining power. 

Figure 11 charts the exploratory drilling in kilometers carried out by all Soviet oil 

trusts between 1922/23 through 1933, with official projections for 1934 included as 

well.236 Nine trusts are represented altogether, each by a different color. The entire data 

set is derived from an official statistical handbook published in 1935 by one of VSNKh’s 

successor agencies, the Peoples Commisariat of Heavy Industry (NKTP). It indicates that 

the trusts barely did any prospecting at all during the 1920s; and that most of the early 

exploratory drilling was done by the one headquarted in Baku, Azneft. Notably, the 

Bolsheviks quickly adopted a convention of naming their socialist enterprises with 

portmanteaus derived from spheres of operation and goods produced or services 

rendered. Azneft was thus a portmanteau of “Azerbaijan” and neft, the Russian word for 

“crude oil.” Not surprisingly, Azneft did the majority of all the exploratory drilling that 
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NKTP accounted for in its handbook, although three other trusts eventually came to 

operate in the Caucuses as well, all of which are denoted in the figure’s legend by an 

asterisk (*). After the Caucuses, Central Asia saw the next highest amount of exploratory 

drilling, and the Volga-Urals the next. One of the more intrepid trusts of the early 1930s, 

Vostokneft, prospected the Volga-Urals almost exclusively throughout much of the 

1930s, but was already expected to fall behind its counterparts significantly by 1934.



 

 

 

Figure 11: Exploratory drilling in the Soviet Union, 1922/23-1934 (est.) 
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Though revealing, NKTP’s statistics betrayed only a degree of the apprehension 

that economic planners felt toward explortatory oil drilling during the first decade or so 

of Soviet rule. In a confidential memo to VSNKh dating from the mid-1920s, prominent 

geologist Ivan Nikolaevich Strizhov claimed that what planners were calling 

“exploratory” drilling was really nothing of the sort, and urged them to take genuine 

risks, citing the United States as an example. “America completely discards [vybrasyvaet 

vpustuu] 22% of drilling in searches for new oil[,]” Strizhov wrote. “Meanwhile, we drill 

only on fully-reliable and proven petroliferous land. Each of our wells strikes oil-bearing 

layers. Practically all [exploratory] wells are converted into operational ones, with the 

exception of comparatively rare instances arising not from geological, but rather from 

technical concerns.”237 Another geologist, Semen Davidovich Bogdanovskii, echoed 

Strizhov’s call for more risk taking far more publicly only a few years later. Writing for 

the newly-created Soviet trade journal Oil and Shale Industry in June 1927, 

Bogdanovskii proposed overhauling the planning system for fuel industries entirely.238 

He argued that all the planning work done under NEP could be but a “feeble allusion” 

[slabiy namek] to what would have to be undertaken once wartime recovery was 

complete.239 The demands of a true socialist economy, he claimed, would almost 

 

237 Igolkin, Otechestvennaia neftianaia promyshlennost, 63. 
238 For a biography of Bogdanovskii, see Iu. V. Evdoshenko, Neizvestnoe “Neftianoe khoziaistvo” 1920-
1941 gg.: Ocherki po istorii neftianoi promyshlennosti SSSR i otraslevogo nauchno-tekhnicheskogo 
zhurnala (MOSCOW: ZAO Izdatelstvo Neftianoe khoziaistvo, 2010), 325-39. 
239 S. D. Bogdanovskii, “K voprosu o gosudarstvennoi toplivnoi politike: Metodologicheski zametki,” 
Neftianoe i slantsevoe khoziaistvo no. 6 (1927): 788. 
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certainly exceed current capabilities. Planners and industry experts alike had to be 

prepared to meet the challenges. 

Bogdanovskii expressed Soviet planners’ anxieties about the predictability of the 

oil industry more plainly in his article of June 1927 than any other Soviet official ever 

managed to elsewhere. He claimed that since NEP’s mixed-market framework compelled 

planners to derive production targets “from the real capital stock burdens of coal and oil 

industries,” growth was highly inefficient. To correct for the inefficiency, he advised 

planners to institute what he called the “economic zoning of fuel distribution” 

[ekonomicheskoe raionirovanie raspredeleniia topliva], or a planning system based 

strictly on the varying local costs of all available fuel types.240 Such a system would 

theoretically leverage the Soviet Union’s resource endowments far better, but also require 

mapping the projected production costs of every fuel type in every region of the country. 

That task, he readily admitted, presented serious difficulties, especially when it came to 

refined oil products: 

Indeed, while it is possible to predict [predskazat] the production costs in the coal 
industry five years ahead with completely sufficient accuracy, for fuel oil the 
accuracy will be clearly insufficient due to the impossibility of determining in 
advance the productive effect of additional capital invested for drilling new wells. 
Here we confront the very same factor — the unknowability of the subsoil’s 
contents — that confounds all calculations concerning the future of the oil 
industry generally.241 
 

 

240 Bogdanovskii, “K voprosu o gosudarstvennoi toplivnoi politike,” 782. 
241 Bogdanovskii, “K voprosu o gosudarstvennoi toplivnoi politike,” 785. 
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Yet that “unknowability” [nepoznavaemost], Bogdanovskii insisted, could never disrupt 

planning work completely. It would instead simply focus attention on the quality of 

geological statistics, which had to be improved in any case.242 

 Thegeologist and oil booster followed up his provocative article with yet another 

focused specifically on exploratory drilling just two months later. He used the massive 

Seminole oil boom that had recently begun in Oklahoma as a case study, titling the piece 

“The Results of Exploratory Drilling in the United States in 1926 as a Competitive 

Indicator.” The Seminole boom, he emphasized, was begun by a wildcatter or high-risk 

prospector in a place long-considered bereft of oil.243 The allusion to Volga-Urals was all 

too clear. Two years later, Bogdanovskii compiled all his ideas on planning into a book in 

which he continued advocating for more of the same. In particular, he advised creating a 

“united prospecting center” that could search for new oil deposits in areas outside the 

trusts’ jurisdictions, especially the Volga-Urals.244 Bogdanovskii very nearly got his wish 

shortly thereafter. Around the same time that he published his book, on 16 April 1929, a 

group of potash miners unexpectedly struck an oil gusher outside the city of Perm, which 

is located on the banks of the Kama some six hundred kilometers northeast of Kazan. The 

accidental discovery reignited the same debate that Kalitskii and Gubkin had begun 

 

242 Bogdanovskii, “K voprosu o gosudarstvennoi toplivnoi politike,” 785. 
243 Bogdanovskii, “Rezultaty razvedochnogo bureniia v. Soed. Shtatakh v 1926 g., kak konkyurentnyi 
pokazatel,” Neftianoe i slantsevoe khoziaistvo no. 8 (1927): 143. 
244 Bogdanovskii, Osnovnye problemy ekonomiki sovetskoi neft (М.: Neftianoe izdvo NTU VSHNKh, 
1929), 36 as reproduced in Igolkin Otechestvennaia neftianaia promyshlennost, 66. 
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nearly a decade earlier.245 The debate, in turn, led VSNKh to organize several new trusts 

in the region, including the Tatarstan District Geological Prospecting Trust, or Tatgeo, in 

February 1932. 

 Despite the optimism generated by the Perm strike, planners all but condemned 

Tatgeo to failure before it could really begin operating. At best it can be said that they 

sent mixed signals about the value of prospecting for oil in its earliest planning 

documents, which were marked Top Secret and not declassified until after the Soviet 

Union’s collapse. “[O]n the basis of searches done in previous years,” they wrote in 6 

May 1932, “it has been determined that TR [Tatarstan Republic] is poor in the natural 

resources that can become the foundation of heavy industry: ferrous and non-ferrous 

metallurgy… large fuel bases, and the like.”246 The uncertainty manifested in sloppy 

fieldwork. A few months later in October, Tatgeo’s chief sent a reprimand to the leader 

of a party based around Shugurovo for “poor organization” and ordered him to discipline 

his workers.247 The shortfalls mattered little, however. NKTP liquidated Tatgeo in early 

1933 to divert its staff to another trust based in Gorki, formerly Nizhnii Novgorod.248 The 

reorganization left Tatarstan to Vostokneft, which faired no better. Under great pressure 

to get quick results from the few large capital investments that could be made, Vostokneft 

chiefs turned their attention to geological mapping. They spent only about fifty thousand 

 

245 Igolkin Otechestvennaia neftianaia promyshlennost, 68. See also, Igolkin, “Neftianaia promyshlennost v 
gody vtoroi piatiletki: Plany i realnost,” Ekonomicheskaia istoriia, vyp. 10 (2005): 132-45. 
246 NA RT f. R-7225, op. 4, d. 2., l. 3. 
247 NA RT f. R-7225, op. 4, d. 3, l. 16. 
248 Kniazev, Put k bolshomu budushchemu, 138. 
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rubles for work in Tatarstan in 1935.249 By comparison, one geologist had been alloted 

almost a million and a quarter to prospect near Sukeevo for just three months in 1921.250 

Vostokneft’s lack of progress in Tatarstan was hardly representative of all the 

exploratory work carried out in the Volga-Urals during the 1930s. Other trusts made 

several significant strikes in nearby districts, including Perm and Kuibyshev (formerly 

Samara). The promising discoveries motivated NKTP to reestablish Tatgeo in 1938, 

when the Volga-Urals accounted for just over four percent of all oil produced in the 

Soviet Union.251 More important, they convinced Communist Party leaders to call for the 

creation of a “Second Baku” in the Volga-Urals at the Eighteenth Party Congress in 

March 1939. A shift in Party discourse on the oil industry followed almost immediately 

thereafter. “Second Baku” became a rallying cry heard far and wide. Pravda ran a series 

of five articles by special correspondents titled “Letters from Second Baku” during the 

following weeks.252 N. K. Baibakov, who by this time had risen to NKTP’s upper 

echelons, likewise published a promotional pamphlet for the campaign that December.253 

The news even reached as far as Raleigh, North Carolina, where the local newspaper 

News and Observer ran a short piece about the Soviets’ “Second Baku” in May. “Viewed 

from the standpoint of national defense,” the author noted, “the Caucasian fields are 

 

249 Kniazev, Put k bolshomu budushchemu, 140. 
250 This was the expedition led by A. N. Rozanov. See Izvestiia Geologicheskogo komiteta 1921 god, t. 40 
(Leningrad.: Izdatelstvo Geologicheskogo komiteta, 1925), 114. 
251 Igolkin, Otechestvennaia neftianaia promyshlennost, 68. 
252 See for example D. Kossov, “Pisma iz ‘Vtorogo Baku’: I. Syzran,” Pravda no. 82, March 24, 1939, 4. 
253 See Baibakov, Vtoroe Baku (Moscow: Gosudarstvennoe izdatelstvo politicheskoi literatury, 1939). 
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obviously in an exposed position. An enemy air force based in Rumania would be only… 

about 1,000 miles from Baku.”254 He was more prescient than he knew. 

On June 22, 1941, Nazi forces invaded the Soviet Union and temporarily brought 

the efforts to build “Second Baku” to a standstill. The Red Army stopped the devastating 

assualt about twenty-five kilometers outside of Moscow; but the fascists were already 

advancing far into the Caucuses by the following summer.255 The attack compelled Stalin 

to order that the oil industry in Baku be evacuated to the Volga-Urals and that all 

remaining operational wells be cemented shut before they could fall into enemy hands. 

Baibakov oversaw the operations.256 These events, was all too reminiscent of the civil 

war. To compensate for the lost reserves, Soviet High Command began pouring resources 

into exploratory drilling. The investments quickly yielded dividends, albeit at a great cost 

in lives and materials. Tatgeo drillers struck a gusher after boring over six hundred 

meters down near Shugurovo in August 1943. A small article announcing the find ran in 

the Republic’s local Party newspaper a few days afterward.257 Five years later, after a 

slow but systematic search, they hit what would become known as the Romashkino 

 

254 Wade Werner, “Russia Hunting for Oil Stores: Soviet Union Pressing Development of Oil Resources 
due to Demand,” News and Observer (14 May 1939), 6. 
255 Richard Overy, Russia’s War: A History of the Soviet War Effort, 1941-1945 (New York: Penguin, 
1997), esp. ch. 3. 
256 Baibakov recounts how Stalin assigned him the task in detail in memoirs published after the Soviet 
collapse. See N. K. Baibakov, Sorok let v pravitelstve (Moscow: Respublika, 1993), 33-34. See also 
Baibakov, Delo zhizni, 108-109. 
257 “Promyshlennaia neft v Tatarii: Shugurovskii neftepromysel daet 20 tonn nefti v sutki,” Krasnaia 
Tatariia no. 167 (7600), 1. 
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oilfield — at Shugurovo’s Well #3.258 There was no eureka moment, however, no front-

page headline anywhere. Indeed, the nondescript notes that the drillers took in their 

boring journal reveal just how unclear the implications of the strike were in the moment. 

They make for perhaps the most fitting conclusion to the story of the “greatest puzzle in 

Soviet oil history.” 

17 July 1948. Annular pressure 25 atmospheres. Pressure on buffer 15 
atmospheres. Well opened at 13:00 hours. Oil gushed until 13:20. Gushing 
ceased. Swabbing begun at 14:20. 11 swabs raised from a depth of 900 meters by 
18:40. Flushing with emulsion, fresh water. Well gushes periodically. An 
uninterrupted pulsating gusher starts at 18:40. Pure undiluted oil pours out. 
Annular pressure 7 atmospheres. Oil is directed into measuring reservoir… By 
calculations a production rate of 120 tonnes per day.259 

 

1.5 Predictability Above All 

In the early 1920s, the Bolsheviks took control of an oil industry that had already 

expanded from the Abershon Penninsula right into the heart of the Volga-Urals. Yet 

strangely, Soviet oil workers did not discover the Romashkino supergiant for almost 

another thirty years. American economist Robert W. Campbell first drew scholarly 

attention to this peculiar “slowness” in 1968, arguing that it came largely from economic 

planners who were “hard to shake out of established approaches.” Significantly later, in 

1999, Russian historian A. A. Igolkin posited that the delay stemmed more from the lack 

of a defined “administrative structure” for energy policy in the 1920s in particular. There 

is a great deal of truth in both explanations. Nevertheless, a closer examination of the 

 

258 For the 1943 and 1948 strikes, see Voitovich et al, Istoriia otkrytii, 11-21. 
259 NA RT R-7225, op. 3, d. 15, l. 109ob. 
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available evidence suggests that an unwritten but widely-understood principle of Soviet 

policymaking was really at the heart of the matter --  an abiding desire for predictability 

in the realm of energy production. Official statistics, the writings of petroleum geologists, 

as well as the history of Tatgeo all make abundantly clear that Soviet economic planners 

had few if any “established approaches” to exploratory oil drilling in the 1920s and 

1930s. Moreover, similar data also suggest that Party leaders decided that coal would 

serve as their state’s predominant primary fuel only after months of intense public debate. 

An “administrative structure” for energy policy would have been redundant. Bolshevik 

leaders crafted it collectively. 

What happened after Tatgeo’s discoveries of the 1940s support the argument that 

adherence to an unwritten principle of “predictability above all” ultimately delayed the 

discovery of Romashkino. Planners changed how they handled exploratory oil drilling 

radically toward the end of that decade. On the macro or ministry levels, they published 

the first comprehensive guides to proper accounting practices in the Soviet oil industry in 

1948 and 1949.260 In the same vein, N. K. Baibakov instituted a system of public 

inspections [obshchestvennie osmotry] at exploratory oil trusts during the latter year. The 

inspectors were drawn from local Party committees as well as labor unions and tasked 

with monitoring how workers used equipment.261 On the micro or enterprise levels, 

 

260 See Ministerstvo neftianoe promyshlennosti iuzhnikh i zapadnikh raionov SSSR and Ministerstvo 
neftianoe promyshlennosti vostochnikh rainov SSSR, Instruktsii po obektnomu planirovaniyu i 
finansirovaniyu stroitelstva neftianykh i gazovikh skvazhin (Moscow: Gostoptekhizdat, 1948); and I. M. 
Broide, Organizatsiia i sistema raschetov v neftianoi promyshlennosti (Moscow: Gostoptekhizdat, 1949). 
261 NA RT f. R-7225, op. 1, d. 63, ll. 12-36. 
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Tatgeo managers began systematizing how they reported to superiors around 1946, the 

year that they wrote the first complete annual production report preserved in the trust’s 

records.262 What is more, Tatgeo geologists clearly began “Taylorizing,” or breaking 

down into individual movements, the drilling of exploratory oil wells in early April 1949. 

They carefully timed and photographed each part of the process to document exactly 

what was involved, and almost certainly to assist with planning work.263 Taken together, 

all of these efforts indicate a coordinated attempt to standardize production practices and 

create accountability mechanisms — that is, to make use portfolio approaches and 

managerial approaches to make the seemingly unpredictable less so. No such efforts 

seem to have been considered, let alone undertaken, in prior years. 

The principle of “predictability above all” posited here should not be conflated 

with notions of “streamlining production” or “improving performance” that have become 

the stock-in-trade of modern business strategists. The Bolsheviks, for all their worry over 

capital intensity and the productivity of labor [proizvoditelnost truda], were notoriously 

— indeed, defiantly — inefficient when it came to actually building industrial facilities 

from scratch. When economists at Gosplan’s Ukrainian branch objected to building a 

new flagship metallurgical plant in the Urals on the grounds that the region lacked 

deposits of coking coal in 1927, for example, their colleagues in Moscow balked. The 

coal, they claimed, would be imported from Siberia’s Kuznets Basin or Kuzbass and 

 

262 NA RT f. R-7225, op. 1, d. 29, ll. 50-110. 
263 The photographs do not survive in the trust’s records, but the time stamps and descriptions do. See NA 
RT f. R-7225, op. 1, d. 53, ll. 4-7ob. 
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enable the creation of a new regional combine. The arranagement eventually led to 

massive shortages at the same Magnitogorsk plant over a decade later. Its managers 

determined that coal shipments weighed an average of thirty percent less on arrival than 

on departure from Kuzbass in 1938 largely due to theft in transit.264 Such gross 

inefficiencies, which were all too common, related to planning for already existing 

economic units, however. They never once led the Bolsheviks to reconsider whether to 

implement planning itself. The concerns over predictable energy supplies had to do with 

its feasibility from the very outset. Planners simply could not even begin to create 

meaningful production targets if the very existence of the fuel that they needed was 

uncertain. 

More important, the principle of “predictability above all” should not be 

considered a fixed or immutable part of Bolshevik energy policy, planning practices, and 

economic thought more broadly.265 Planners based much of their work in the oil industry 

on this principle for the better part of three decades if not more, or from the NEP period 

through most of the Stalinist era. They also continued to weigh it heavily in various 

calculuses after World War II, especially in those pertaining to foreign trade. All the 

same, events beyond their control, like the opening of a supergiant oilfield, which 

presented altogether new challenges, demanded that they either adapt to uncertainty 

quickly or lose billions. How they adapted can be seen most clearly at the level of the 

 

264 Kotkin, Magnetic Mountain, 38-40, 59. 
265 Anna Krylova, “Soviet Modernity: Stephen Kotkin and the Bolshevik Predicament,” Contemporary 
European History 23, no. 2 (May 2014): 168. 
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individual oil enterprise. Far from stubborn or intractable ideologues, planners instituted 

a total of six unique organizational forms for their socialist oil enteprises in a flurry of 

experimentation of between 1920 and 1954. Moreover, they designed the very last of 

those, the so-called oilfield administration [neftepromyslovoe upravlenie], or NPU, to be 

inherently flexible — that is, capable of assuming a variety of organizational templates 

suited to different extraction methods. The form has proven so versatile, in fact, that it 

continues to be used by nearly all major Russian oil companies today.266 That history is 

the subject of the next chapter. 

Sometime during the late 1960s or early 1970s, the Soviets erected a monument at 

Shugurovo’s Well #3 to commemorate the opening of Romashkino’s first oil. By then, 

Tatarstan had been the Soviet Union’s single largest petroleum producer in terms of gross 

output for over a decade. Oil workers together with the Republic’s municipal leaders 

have renovated it several times since then; but I found a black and white photograph of 

what appears to be the original in local archives in April 2017.267 The photograph is in 

classic socialist-realist style. A young woman identified as only “advanced operator N. 

Sokolova” stands just off to one side, so that the words emblazened on the monument are 

almost fully visible. She is staring off into the distance. It is autumn, judging by her knit 

cap and thick overcoat, and windy, judging by her wisps of hair. The expression on her 

 

266 See, for example, the organization chart on Tatneft’s website, “Struktura gruppy,” Tatneft, accessed 
September 16, 2018, http://www.tatneft.ru/o-kompanii/obshchaya-informatsiya/struktura-gruppi-
tatneft?lang=ru#.  
267 Central State Audiovisual Archive of the Republic of Tatarstan (hereafter cited as TsGA AD RT), index 
M170, opis 1, number 56 (hereafter cited as in idx., op., no.). 
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face is stoic, even stern, but also somehow hopeful. I honestly cannot tell how candid it 

is. That hardly matters, though. The expression for me encapsulates more about the 

history of the Russian oil industry than any text ever could. I see in it the violence, the 

bravery, and yes, the promise, however mythic or unfulfilled, inherent in the endeavor. It 

reminds me that I too am part of the story — not just as an historian, but as a person 

living in a world still powered by petroleum — and that the story is still ongoing.  

 

Figure 12: Advanced engineer N. Sokoleeva at Romashkino’s Well #3, 1971 
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2. (Re)Organizing Extraction 

2.1 The Problem of Managerial Autonomy 

Four months after the gusher strike at Well #3, the Secretary of Tatarstan’s 

Communist Party Committee tactfully instigated a revealing debate about how to 

organize the new oil bonanza. Zinnat Ibiatovich Muratov dispatched a secret letter to his 

superiors in Moscow in which he asked them “to consider the question of organizing at 

the start of 1949 a Tatar oil association or a Tatar oil extraction trust,” knowing perfectly 

well the difference between the two.268 None other than the chief of the secret police 

coordinated the response. Aside from internal security matters, Lavrentii Pavlovich Beriia 

served as chief supervisor of the oil industry at Stalin’s behest as well as the Deputy 

Chairman of the Council of Ministers USSR, or the principle mediator between the 

Soviet Union’s highest government organs, among several other roles.269 Beriia first 

received a memorandum from the State Commission on Personnel granting approval of a 

trust, and then another from the Ministry of Oil Industry in Eastern Regions USSR 

announcing a proposal for an association.270 Later messages clarified exactly what was at 

stake: that an association would in fact unite multiple trusts together and therefore enjoy a 

 

268 The director of Tatarstan’s geological exploration trust “Tatgeo” V. A. Eronin had specifically 
recommended that Muratov establish an association in a report to him dated a month earlier. See the 
Central State Archive of Historical and Political Documentation of the Republic of Tatarstan (hereafter 
cited as TsGA IPD RT) f. 15, op. 6, d. 1400, l. 36. For Muratov’s letter to Moscow, see GA RF f. R-5446, 
op. 51a, d. 1280, l. 1. 
269 Stalin appointed Beriia chief supervisor oil and coal industries in 1946 without removing his. See 
Sultanbekov, Neft — demo vies ego zhizni, 8. 
270 GA RF f. R-5446, op. 51a, d. 1280, ll. 4-5. 
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bigger budget, more staff, as well as a significantly greater production capacity. Far from 

mere bureaucratic naming conventions, Soviet terms for socialist production units — or 

socialist firms — signified radically different levels of investment, prestige, and power. 

Abiding by established protocol, the key stakeholders resolved the debate through 

what one contemporary historian aptly described as “a complex process of negotiation-

coordination [soglasovanie].”271 The state commissioners rallied support for their 

position within the influential Ministry of Finance USSR, while oil industry officials 

leaned heavily on Beriia, who in turn did everything in his power to advance theirs. The 

savvy police chief even reached out to the well-supplied armed forces through an 

intermediary, but obtained nothing more than an offer of technical assistance.272 Left with 

no alternatives, he reluctantly signed an order establishing the small trust Tatarneft in 

mid-January 1949. Tatarstan’s nascent oil industry got along just fine with the smaller 

acquisition, however. Geologists struck another gusher some six kilometers directly 

northeast of Well #3 just a few months later in May, and yet another about a kilometer 

farther in July, providing compelling evidence that the republic’s newest oilfield 

Romashkino was a giant.273 Beriia responded by assigning dozens of specialists to 

 

271 Moshe Lewin, The Soviet Century, Gregory Elliot ed. (New York: Verso, 2005), 217. 
272 GA RF f. R-5446, op. 51a, d. 1280, l. 11. 
273 The timing of strikes noted here are estimates taken from an undated report on the status of Tatarstan’s 
oil industry to Muratov filed sometime in late 1949. See TsGA IPD RT f. 16, op. 6, d. 2091, l. 64. See also 
Voitovich et al, Istoriia otkrytii, 21-22. 
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Tatarneft in August, which helped to generate still more discoveries in December.274 

Stalin himself intervened shortly thereafter. With one stroke of a pen the General 

Secretary reorganized the trust Tatarneft into the association Tatneft and launched a state-

wide campaign to transform Tatarstan into “a major oil base” on 28 April 1950.275 He 

also disentangled Tatneft from Moscow’s red tape in the process, enabling the firm’s 

director to organize twenty-nine new subordinate enterprises during his first year 

alone.276 

Nearly all top policymakers in the Soviet Union became champions of Tatarstan’s 

mineral wealth almost immediately after Stalin deemed it a priority. They poured a total 

of five billion rubles into the republic’s oil industry between 1951 and 1955, more than 

they had into its entire industrial complex over the course of all previous Five-Year Plans 

combined. They also dispatched eighty-two thousand people to Romashkino and adjacent 

worksites, increasing the number extracting oil there nearly twenty-one fold.277 The 

massive investments paid dividends rapidly. Tatneft extracted thirteen million tonnes of 

crude from Tatarstan’s subsoil in 1955, more than double Stalin’s original target, not to 

 

274 Eronin notes the order to expand Tatarneft’s staff in a report to his immediate superior dated September 
15, 1949. See NA RT f. R-7245. op. 1, d. 16, l. 162. For Muratov’s later report, see TsGA IPD RT f. 15, op. 
6, d. 1748, ll. 166-167. 
275  f. 15, op. 6, d. 2090, ll. 38-63. See also GA RF f. R-5446, op. 86a, d. 2528. Partial transcriptions of 
Stalin’s order can be found in several published document collections as well. See, for example, V. Iu. 
Alekperov, ed., Neft strany Sovetov: Problemy istorii neftianoi promyshlennosti SSSR, 1917-1991 gg. 
(Moscow: Rossiiskaia akademiia estestvennikh nauk, 2005), 584-89. 
276 The director noted the additions in Tatneft’s first annual report. See NA RT f. R-7246, op. 3, d. 7, l. 2. 
277 A. G. Galliamova, Tatarskaia ASSR v period poststalinizma, 1945-1985 gg. (Kazan: Tatar. kn. izd., 
2015), 57-58. 
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mention 18 percent of the Soviet Union’s total output that year.278 Moreover, the firm 

delivered all that crude at the lowest prime cost in the country, a mere ruble and a half per 

metric ton — reportedly forty times cheaper than simple carbonated water.279 It set even 

more impressive industry benchmarks thereafter, becoming the topmost Soviet oil 

producer in 1958, and extracting a record one hundred million tonnes a dozen years later 

in 1970. Indeed, by the start of 1970, only five countries globally could boast greater oil 

production than Tatarstan: Saudi Arabia, Iran, Iraq, Venezuela, and the United States.280 

How exactly did Tatneft transform from a reluctant investment in a provincial 

territory to one of the most productive oil firms in the world within less than a decade? 

Hoping to answer that question, two U.S. economists launched similar if broader 

inquiries into the operation of Soviet industrial enterprise writ-large almost seventy years 

ago at the very beginning of the Cold War. They also devised remarkably effective ways 

of ascertaining the details without ever setting foot in highly restricted Soviet territory.  

David Granick hunted for clues in an array of publicly available Soviet newspapers and 

magazines.281  Joseph S. Berliner parsed the firsthand accounts of some two dozen Soviet 

 

278 For the oil produced by Tatneft in 1955, see S. L. Kniazev et al, Neft i gaz Republiki Tatarstan: Sbornik 
dokumentov, tsifr, i materialov, Tom 2, 1950-1975 gg. (Moscow: Nedra, 1993), 379. For the oil produced 
by the Soviet Union as a whole, see Tsentralnoe statisticheskoe upravlenie (hereafter TsSU), 
Promyshlennost SSSR: Statisticheskii sbornik (Moscow: Gosstatizdat, 1957), 45. 
279 For the prime cost, see Kniazev, Neft i gaz Republiki Tatarstan, T. 2, 383. For the cheapness of 
Tatarstan’s oil, Galliamova, Tatarskaia ASSR, 59n3. 
280 For “Tatneft” as top Soviet oil producer in 1959, see A. T. Shmarev, “Tatariia — Krupneishii 
neftedobyvayushchii raion strany,” Tatarskaia neft, no. 1-2 (1959): 1-7. For record production in 1970 and 
the global comparisons, see Galliamova, Tatarskaia ASSR, 59. 
281 See Granick, Management of the Industrial Firm in the USSR: A Study in Soviet Economic Planning 
(New York: Columbia University Press, 1954), 8-9. 
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émigrés that he personally helped to record as a member of the Harvard Refugee 

Interview Project, an initiative sponsored by the U.S. Air Force.282 Despite these varying 

methodologies, the two came to nearly identical conclusions, arguing that many Soviet 

firms performed their functions thanks largely to informal practices, most especially the 

“considerable independent decision-making powers” of their managers.283 What is more, 

they showed convincingly that this so-called “managerial autonomy” stemmed from well-

known flaws in the planning apparatus; that it was a systemic, adaptive feature of all 

Soviet economic life. 

Granick and Berliner showed that Soviet managers often received production 

plans from central authorities that were too highly-aggregated, too vague, or too outdated 

to be of any practical use, which left them with no choice but to act on their own. Their 

findings, published in 1954 and 1957 respectively, motivated others to examine the 

problem of Soviet managerial autonomy in greater depth over the following decades. 

Working across academic disciplines, a large cohort of social scientists soon documented 

a litany of informal and outright illegal strategies that Soviet managers developed to meet 

production targets on time. They described how managers substituted “between inputs 

during production processes, between production of different types of planned output or 

between planned and unplanned output, and between production in different plan periods 

 

282 See Berliner, Factory and Manager in the USSR (Cambridge, MA: Harvard University Press, 1957), 4-
9. For more about the interviews, and to access the original materials online, see “About the Collection,” 
The Harvard Project on the Soviet Social System, Harvard Library, last reviewed February 25, 2019, 
https://library.harvard.edu/collections/hpsss/about.html#about. 
283 Granick, Management of the Industrial Firm in the USSR , 108. 
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(monthly, quarterly, and annual),” as U.S. economist Susan J. Linz summarized 

succinctly in 1988.284 In the final analysis, this Cold War cohort concluded that the Soviet 

economy as a whole was not centrally-planned so much as “centrally-managed,” even 

when the scope of managerial autonomy was at its narrowest.285 Others confirmed and 

elaborated on that assessment using actual planning documents after the opening of the 

Soviet archives in the early 1990s. The complex history of Soviet planning essentially 

boiled down to a classic “principal-agent dilemma,” or a struggle not to eliminate 

managers’ independent decision-making power altogether, but rather to channel it 

productively using a combination of incentives and threats of punishment.286 

Drawing on such rich scholarship, this chapter investigates the role that 

managerial autonomy played in the remarkable rise of Tatneft during the early 1950s. I 

argue that the autonomy of utmost importance was ultimately formal rather than 

informal, however. More specifically, Tatneft succeeded so rapidly because central 

authorities not only delegated authority to its managers in official decrees and orders, but 

because they built a considerable degree of independent decision-making power directly 

 

284 Linz, “Managerial Autonomy in Soviet Firms,” Soviet Studies 40, no. 2 (1988): 175. 
285 See for example Eugène Zaleski, Stalinist Planning for Economic Growth, 1933-1952, trans. Marie-
Christine MacAndrew and John H. Moore, (Chapel Hill: University of North Carolina Press, 1980), 505-
507. See also Susan J. Linz and Robert E. Martin, “Soviet Enterprise Behavior under Uncertainty,” Journal 
of Comparative Economics 6, no. 1 (March 1982): 25-26. 
286 See, for example, Mark Harrison, “Coercion, Compliance, and the Collapse of the Soviet Command 
Economy,” Economic History Review 55, no. 3 (2002), 397-433; and Eugienia Belova and Paul Gregoy, 
“Dictator, Loyal, and Opportunistic Agents: The Soviet Archives on Creating the Soviet Economic 
System,” Public Choice 113, no. 3 (2002), 265-286. For a brief yet comprehensive review of this literature, 
see Martin Kragh, “The Soviet Enterprise: What Have We Learned from the Archives?” Enterprise and 
Society 14, no. 2 (June 2013): 360-394. 
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into the organizational structure of the firm itself. They did so, moreover, because of 

simple economics. To exploit the massive oilfield Romashkino gainfully, Soviet experts 

developed highly technical methods of extraction that required Tatneft’s managers to be 

able to move materials across a vast expanse within only a moment’s notice. Those new 

operational demands, in turn, required a flexible new kind of firm that could be 

restructured within given parameters quickly and easily. Tatneft’s first director explained 

the underlying cost-benefit analysis best in a pamphlet published in 1966. Exploiting 

Romashkino with standard extraction techniques, Aleksei Tikhonovich Shmarev asserted, 

“would have cost many billions, enough for the construction of 8-10 hydroelectric power 

plants...”287 Central authorities, therefore, opted to delegate authority through a 

comprehensive reorganization effort rather than risk spending far more recovering 

Romashkino’s oil than it was worth.  

One can best see this dynamic at play by examining what is essentially the history 

of the Soviet oil firm’s organizational chart from the (re)nationalization of Baku’s 

oilfields in early 1920 through a comprehensive multi-industry reform in late 1954. I 

organize the examination into three parts. In the first, I show how abiding concerns over 

the predictability of energy production led the Soviet Union’s top policymakers to 

maintain direct control over oil firms from the end of the Russian Civil War through the 

start of the Cold War. In the second, I explain how the discovery of Romashkino drove a 

large cohort of industry administrators, scientists, and engineers to develop extraction 

 

287 Shmarev, Razvitie burovykh rabot v Bashkirii i Tatarii (Moscow: Nedra, 1966), 55-56. 
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techniques that demanded significant levels of managerial autonomy starting in the early 

1950s. And in the third, I describe how Tatneft’s successful implementation of those 

techniques pushed policymakers to rethink their approach to the oil industry generally 

and delegate greater authority to its firm managers shortly thereafter. I conclude by 

framing the reorganization of the Soviet oil industry as an instructive case of 

isomorphism, noting how U.S.-based firms had developed parallel organizational 

solutions to analogous challenges earlier in the twentieth century. 

2.2 Moscow Center Asserts Control 

Just over a year after the October Revolution, Aleksandr Pavlovich Serebrovskii 

published a manual plainly titled Practical Examples of Factory Enterprise Management 

(1919). The title did little justice to the contents. This how-to-guide included not only 

detailed instructions for organizing every major division of a typical metallurgical plant’s 

main office, but also page after page of templates for purchase orders, delivery invoices, 

expense reports, balance sheets, and cash flow statements, among myriad other 

commercial and accounting documents. In short, it contained everything that virtually 

any new Soviet manager needed to get a head start on the job — everything, that is, 

except one crucial tool described in the preface. “This much is true,” Serebrovskii 

declared in the opening lines, “management is an art built on strict fundamental laws, the 

study of which is a matter of time and labor.”288 Such strictly-defined art was hardly a 

 

288 A. P. Serebrovskii, Praticheskie priemy upravleniia zavodskimi predpriatiami: Opyt rukovodstva dliia 
lits, rabotayushchikh v metallicheskoi promyshlennosti (Moscow: Izdatelstvo Otdela Organizatsiia 
proizvodstva VSNKh, 1919), 3. 
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contradiction in terms, he explained, since it closely resembled the routine tasks carried 

out by line workers, engineers, clerks, and indeed every member of the newly-

empowered proletariat. Serebrovskii thus elegantly distilled what Soviet managers 

needed above all else to succeed at their posts: an imagination, albeit a carefully 

circumscribed one. Ironically, it was Serebrovskii himself who learned more thoroughly 

than most just how circumscribed managerial imagination had to be under Soviet power, 

especially when it came to producing oil. 

Lenin tapped Serebrovskii to lead the revival of Baku’s devastated the oil industry 

on April 16, 1920, almost two weeks before the Red Army’s Eleventh Division even 

began approaching the city. He chose the articulate management guru specifically for 

good reason. Aside from proven organizational skills, Serebrovskii boasted an 

engineering degree from Brussels and the reputation of a Party leader who had cut his 

teeth in St. Petersburg’s largest factory complex during the Revolution of 1905, as well as 

very briefly in Baku’s own smoldering oilfields thereafter. Lenin therefore trusted the 

fellow Old Bolshevik to get the city’s oil flowing into civil-war-torn Russia again, and to 

that end gave him a remarkably broad mandate. He bestowed on Serebrovskii the title 

“Chief of the Garrison” [nachalnik garnizona], which granted free reign over all 

available military resources, priority over railroad and telegraph lines, and even the right 

to haul any unruly worker before a Revolutionary Tribunal for sentencing under martial 

law.289 The title granted almost no real economic power outside an open channel to the 

 

289 For Serebrovskii’s mandate from Lenin, see Brinegar, “Baku at All Costs,” 23-30. 
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Kremlin, however. Indeed, Lenin kept most of that power concentrated in a separate 

entity as a part of an emergency policy of forced expropriation and food rationing called 

War Communism.290 Serebrovskii already knew the entity well. Officially named the 

Supreme Council of the National Economy but more commonly referred to simply as 

“Vesenkha” after its initials (VSNKh), it had commissioned his manual only a few years 

before. 

Although initially conceived by some prominent Bolsheviks as a purely 

consultative organ, Vesenkha was already operating like a massive managerial hydra at 

the time Serebrovskii received Lenin’s mandate.291 It supervised the work of all 

nationalized manufactories in Soviet territory through a tangle of central departments, 

trade unions, and regional councils, but most directly through institutions of Tsarist origin 

called “chief committees” [glavnye komitety]. These glavki, as most people knew them, 

were themselves organized according to the branch principle, meaning that each 

individual glavk supervised only the enterprises within a single industry like timber, coal, 

or oil. Moreover, they enjoyed considerable autonomy from Vesenkha’s top leadership or 

Presidium thanks to supply networks established years earlier at the outbreak of World 

War I. Such autonomy offered distinct advantages and was even necessary in certain 

cases, but also impeded the implementation of centralized economic policy. To overcome 

 

290 A. A. Igolkin, Otechestvennaia neftianaia promyshlennosti, 118. 
291 For Vesenkha’s origins, see Malle, The Economic Organization of War Communism, 202-18. For a 
firsthand account of Vesenkha’s early operations by a foreign observer, see Arthur Ransome, Six Weeks in 
Russia in 1919, Reprint ed. (London: George Allen & Unwinded Ltd., 1919), 82-88. 
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the resulting lack of coordination, most glavki simply acquired more personnel to oversee 

targeted efforts as priorities shifted and new needs arose, a tactic that led to a troubling 

proliferation of managers within each one. “Glavkism,” as the phenomenon soon came to 

be called, at once yielded a highly-decentralized administration for all Soviet industry in 

general and a hyper-centralized apparatus for each individual industry in particular.292 

Baku’s oil industry proved no exception, ultimately becoming far more centralized than 

most sectors on Serebrovskii’s watch. 

Vesenkha began dividing the management of Baku’s oil industry with 

Serebrovskii almost as soon as he arrived in the city on April 30, 1920. Glavkism became 

the order of the day shortly thereafter. The Chief Oil Committee or “Glavneft” took 

charge of all refined oil products. The Azerbaijani Foodstuffs Committee or 

“Azprodkom” likewise instituted a rationing system.293 Serebrovskii, in turn, focused on 

restoring oil production, the state of which was nothing short of catastrophic. According 

to one retrospective Soviet analysis published in 1938, drilling had cratered to just 3.6 

percent of its pre-World War I level, with extraction down to 38.2 percent, and the 

workforce as a whole down to a mere third, or barely over ten thousand people.294 The 

city’s storage tanks also literally brimmed with four and a half million tonnes of crude 

because British expeditionary forces had been cut off from all Caucasian railroad lines 

 

292 Malle, The Economic Organization of War Communism (1985), 218-226. 
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and left stranded during their occupation. The Volga-Capsian tanker fleet was also 

nowhere in sight, having sailed south for an Iranian port ahead of the Red Army.295 Most 

troubling of all, the oilfields constituted a confounding web of some three hundred forty-

one private plots, depicted in Figure 13, scattered seemingly at random.296 To begin a 

complete overhaul, Serebrovskii formed a committee of his own, Azerbaijani Oil 

Committee or “Azneftekom,” what some Soviet experts later claimed was their country’s 

first oil firm.297 

 

Figure 13: Leased oil plots in Baku, 1913 

 

295 Nikolaevskii, Voprosy ekonomiki neftianoi promyshlennosti SSSR, 31. See also Brinegar, “Baku at All 
Costs,” 30-38. 
296 Nikolaevskii, Voprosy ekonomiki neftianoi promyshlennosti SSSR, 10. See also SSBN, Obzor Bakinskoi 
neftianoi promyshlennosti za 1915 god, T. 1, 52. 
297 See for example V. D. Shashin, ed., Neftedobyvayushchaia promyshlennost SSSR, 1917-1967, (Moscow: 
Nedra, 1968), 278. 
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Serebrovskii built Azneftekom from the ground up by concentrating the assets of 

something like two hundred eighteen individual enterprises territorially over the course of 

about a month.298 Drawing on the expertise of another confidant of Lenin, respected 

geologist I. M. Gubkin, he redivided the Absheron peninsula’s hundreds of private plots 

into just nine districts based on the natural boundaries of its distinct petroliferous 

formations. Next, he transformed those districts into separate, vertically integrated oil 

firms piecemeal, installing a three-member executive board on each to coordinate work 

across as many salvageable derricks, percussion drills, batch stills, pipelines, and storage 

tanks as possible within its jurisdiction. Then, he created a managerial apparatus by 

subordinating all those new so-called “district administrations” [raionie upravleniia] 

under a single body named the central oilfield association, and then the association itself 

under yet another executive board that he personally led as chairman.299 The result 

combined all Serebrovskii’s technical training, managerial experience, and organizational 

know-how, but nevertheless failed to meet its primary objective. Indeed, crude oil 

production in Baku declined even further after Azneftekom began operating, from about 

two hundred forty thousand tonnes in June to one hundred eighty thousand in 

September.300 The drop-off had far less to do with the Chief of the Garrison’s abilities 

than the Kremlin’s policies, however. 

 

298 See Obzor Bakinskoi neftianoi promyshlennosti za 1915 god, T. 1 (1916), 4, 63. This is a conservative 
estimate. Tallies of the number of individual enterprises in Baku in 1920 vary considerably. 
299 Nikolaevskii, Voprosy ekonomiki neftianoi promyshlennosti SSSR, 44-45. 
300 See the unattributed article, “Khronika: Polozhenie neftepromyshlennosti Azerbeidzhana [sic] za pervoi 
ee natsionalizastii,” Neftianoe i slantsevoe khoziastvo (1921) no. 5-8, 279-80. 
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Serebrovskii and his fellow executives struggled to arrest falling output in Baku 

almost continuously after putting Azneftekom in place. They corrected what Serebrovskii 

himself later described as “a major error in the organization of drilling work” by 

consolidating each district administration’s independent drilling team into a single central 

division that operated out of field offices.301 They also consolidated supply operations, 

creating another central division dubbed “Tekhsnab” to begin inventorying and 

warehousing a growing collection of confiscated material.302 Taken together, the efforts 

produced what would have been called a full middle management tier in the United States 

after just a few months. Figure 14 provides one possible representation of how 

Azneftekom’s organizational chart may have appeared circa August 1920.303 

Considerably more efficient in any case, the reorganized outfit successfully restored oil 

production on the Absheron, but never quite to the level achieved before Serebrovskii 

created it. The Chief of the Garrison cast a good deal of the blame for the shortcomings 

on his superiors, and understandably so; they fragmented important decision-making 

processes on nearly every managerial level. Local trade union officials who reported only 

to Moscow supervised every district administration’s executive board.304 Similarly, the 

chairman of Glavneft reviewed all Serebrovskii’s own decisions, and frequently delayed 

 

301 See A. P. Serebrovskii and K. A. Morenshildt, Obzor Bakinskoi neftianoi promyshlennosti za dva goda 
natsionalizatii, 1920-1922 (Baku: Petropechat, 1922), 92. 
302 Nikolaevskii, Voprosy ekonomiki neftianoi promyshlennosti SSSR, 45. 
303 Nikolaevskii, Voprosy ekonomiki neftianoi promyshlennosti SSSR, 44-45. Note that all organizational 
charts represent the author’s original work. 
304 Serebrovskii and Morenshildt, Obzor Bakinskoi neftianoi promyshlennosti, 75. 
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action by requiring consideration by Vesenkha’s Presidium for final approval.305 And if 

such redundancies were not enough, glavkism not only restricted Azneftekom still 

further, but practically rendered it an absurdity, at least from an economic point of view.

 

305 Igolkin, Otechestvennaia neftianaia promyshlennosti, 118. 



 

 

 

Figure 14: Organizational chart of the Azerbaijani Oil Committee (Azneftekom), c. August 1921 
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Indeed, the Bolshevik leadership’s insistence on rigid command and control from 

“the Center” — that is, from Moscow — all but ensured that Aznefekom carried out 

almost no real commercial transactions whatsoever during its entire operational life. The 

organization delivered the vast majority of its products to just one government client, 

Glavneft, and on a strictly non-remunerative basis that never came under significant 

scrutiny. It also relied on an entirely separate body, Azprodkom, to compensate its 

workforce because War Communism had rendered wages paid in anything other than 

ration cards obsolete. Most restrictive of all, workers received those ration cards 

according to their status as either clerical personnel [sluzhashchie] or field personnel 

[rabochie], instead of objective labor outputs like hours clocked or units produced, which 

left them with almost no reliable way of improving their lot. Those workers soon had 

little prospect of doing so regardless. Just three months after Serebrovskii arrived in 

Baku, the daily allowances of food per head amounted to just barely enough to sustain 

life, let alone the physical exertion required to produce oil manually: a half-kilogram of 

bread for field personnel, and a quarter-kilogram for clerical.306 The shortages prompted 

workers of all kinds to flee the city, particularly those who specialized in the arduous task 

of heaving crude out of wells directly, the “bailers” [tartalshchiki]. Almost entirely 

Iranian migrants, Baku’s bailers returned to Iran in droves during summer 1920, leaving 

Azneftekom not only ridiculously over-managed, but also critically understaffed.307 
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Azneftekom began carrying out a modicum of commercial exchange only after 

the Bolshevik leadership jettisoned War Communism in favor of a more market-oriented 

New Economic Policy or NEP in March 1921, when the civil war finally appeared to be 

at an end. Serebrovskii secured the right to barter oil with foreign states from Lenin the 

following month and even fulfilled several contracts for much-needed food, clothing, as 

well as footwear over the course of the year, but improved conditions in Baku just 

marginally through the effort. He simply had too little oil to spare. In sum, Azneftekom 

exported only about twenty five hundred tonnes of crude to Iran, Turkey, and various 

Western European states from April to October, or “an absolute miserly amount,” in the 

judgment of contemporary Russian historian A. A. Igolkin.308 Serebrovskii did improve 

the status of Azneftekom significantly through another arrangement with parties abroad, 

however. With Lenin’s written permission in hand once again, he hired thousands of 

carefully-vetted soldiers from a disbanded anti-Bolshevik or White Army in 

Constantinople some two months later — around the very same time that refugees from 

the famine-wracked Volga Region began streaming into Baku looking for work. The 

sudden influx from both West and East not only ameliorated Azneftekom’s labor 

shortage, but also changed the ethnic makeup of its workforce dramatically. By October 

1921, Serebrovskii boasted just shy of twenty-six thousand workers, less than a fifth of 

whom were Iranian, and nearly half Russian.309 
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Having been granted significant operational discretion at last, Serebrovskii 

believed that the launch of NEP heralded a period of “comparative liberation” from the 

Center’s control.310 While the policy mandated that all heavy industry remain state-

owned and under Vesenkha’s purview, it ended food rationing, reinstated several forms 

of private property, as well as allowed small private firms to carry out trade gainfully on 

mostly-open markets. More important, it also eliminated glavkism — at least, 

superficially. Vesenkha not only phased out its bloated glavki in stages, but also 

simultaneously introduced a more coordinated system of central planning based on a 

novel sort of ledger called the “cost-accounting device” [khoziastvennyi raschet].311 

Conceived in various terms as a substitute for the capitalist profit motive, the cost-

accounting device served as a complete record of every state-owned firm’s transactions 

and thus the basis for calculating fixed prices for all their goods and services, or so the 

theory went.312 To ensure that state-owned firms transitioned to the new system at least 

somewhat uniformly, Vesenkha’s leaders also mandated that firm chiefs reconfigure their 

operations according to a standard template. They determined that template based on 

what Marxist theory led them to believe was the most derived form of capitalist 

organization and therefore one of the best means of market control then available: a 
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“trust” [trest].313 The optimal scale, scope, and structure of new Soviet trusts, however, 

remained subjects of intense debate for several years. 

Serebrovskii began the “trustification” [trestirovanie] of Azneftekom as soon as 

he was able, at least several months after Moscow had formally inaugurated the NEP. He 

first looked to none other than John D. Rockefeller’s original Standard Oil Trust for 

models and then made a series of sweeping changes to fashion a facsimile of its smaller 

regional component Standard Oil of California on the Absheron.314 Indeed, he 

deliberately remade Azneftekom in the image of a U.S.-style vertically integrated firm by 

concentrating all upstream, downstream, and logistical operations into dedicated 

departments, the largest of which oversaw three core groups of enterprises. The first 

included the district administrations, which were consolidated into six purely extractive 

units. The second consisted of some of Baku’s largest oil refineries, many of which were 

augmented by cannibalizing other, less-efficient facilities. The third core group 

comprised a more varied assortment of so-called “subsidiary enterprises” [podsobnye 

predpriiatiia], all of which manufactured key intermediary goods like construction 

materials but did not engage in oil production themselves.315 Other departments included 

smaller but no less critical support enterprises like a hospital, a railroad, and a new 

 

313 Igolkin, Sovetskaia neftianaia promyshlennost, 23. For the role of Marxist theory, see Malle, The 
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electrical outfit cobbled together from various mechanical shops called “Eletrotok.”316 

Figure 15 depicts one conceivable organizational chart for the giant that emerged by 

around October 1922. Renamed “Azneft,” the trust stood as the largest firm in all Soviet 

territory in terms of staff size, fixed capital, and production value for over a decade 

thereafter. (See Figure 15.317)

 

316 For “Elektrotok,” see Serebrovskii and Morenshildt, Obzor Bakinskoi neftianoi promyshlennosti, 163-
71. 
317 Author’s work derived from Serebrovskii and Morenshildt, Obzor Bakinskoi neftianoi promyshlennosti, 
ff. 6-7, ff. 216-17, ff. 226-27. 



 

 

 

Figure 15: Organizational Ccart of the Azerbaijani Oil Trust (Azneft), 1924. 
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Despite or perhaps precisely because of the concentrated economic power that 

trustification wrought in Baku, Azneft enjoyed only a semblance of “liberation” from 

centralized control throughout the NEP years. Vesenkha never granted the new trust the 

authority to sell its products on domestic markets independently, but instead required it to 

work through a special intermediary. Ostensibly a simulation of pre-revolutionary oil 

syndicates, which were also interpreted as a useful artifact of capitalism, “Neftesindikat” 

took direct delivery of nearly all Azneft’s products in exchange for imported machinery 

and nominal commissions. The new intermediary almost never compensated its supplier 

in full or on time, however. For example, Azneft delivered products to Neftesindikat 

worth a total of sixty million rubles in gold and received in return goods as well as 

payments worth less than five million over the first eight months of 1922.318 Even more 

troublingly, central authorities believed that such disequilibrium was simply an 

unavoidable cost of building a socialist economy. “In the spheres of trustification and the 

transition to cost-accounting,” Vensenkha official Ivar Tenisovich Smigla later wrote in 

1927, “it falls on fuel industry to play the role of rearguard — that is, to cover the 

withdrawal of all industry and transport to the new principles. Without the free provision 

of significant fuel supplies to newly-created trusts, their transition to new beginnings 

cannot take place without serious consequences.”319 Central planning under NEP, 
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therefore, represented little more than an amended version of glavkism for the Soviet 

Union’s top oil producer. 

Vesenkha’s Chairman Petr Alekseevich Bogdanov claimed that Neftesindikat was 

created specifically to wage “the struggle with inter-trust competition.”320 In other words, 

the intermediary ensured that neither Azneft nor two other oil trusts established in the 

nearby Caucasian city of Grozny (“Grozneft”) and the far-flung Kazakh town of Emba 

(“Embaneft”) could determine the prices for their wares on domestic markets. Bogdanov 

could not justify that explanation for long, however. Rising prices for most manufactured 

goods in Soviet territory not only stabilized in September 1923, but began tumbling back 

to normal thanks to government subsidies shortly thereafter.321 And yet, Neftesindikat 

continued to operate all the same. The reason ultimately came down to the Kremlin’s 

desire to keep the oil industry under its thumb. Indeed, in addition to acting as a 

monopoly, Neftesindikat also supplied Azneft, Grozneft, and Embaneft with most of the 

imported machinery on which they relied to increase their production capacities. 

Moreover, it distributed that machinery according to arbitrary ratios, or what Igolkin 

aptly called a “bureaucratic market” [byurorakicheskii rynok].322 The Soviet oil triad, 

therefore, had no choice but to rely on politicians to determine their rates of growth. 

Serebrovskii and his counterparts protested the arrangement on the grounds that it 
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weakened performance, but to no avail.323 Even by official Soviet statistics, crude oil 

production throughout Soviet territory exceeded pre-World War I levels only after a 

decade. (See Figure 16.324) To Serebrovskii’s credit, that was still faster than the recovery 

of most Soviet heavy industry generally.325

 

323 Igolkin, Sovetskaia neftianaia promyshlennost, 34-36. 
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Figure 16: Crude oil production in the Soviet Union by trust, 1922/23-1933
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Aside from serving as a means of control, Neftesindikat also performed at least 

one crucial economic function from the perspectives of central authorities. It enabled the 

Kremlin to reorient the Soviet oil industry toward exports, particularly exports of 

valuable refined products used in internal combustion engines, and to capture the 

proceeds directly.326 Vesenkha steadily increased capital investment in refining capacity 

from 3 percent of all outlays to the oil industry in 1923/24, to 4.8 percent in 1924/25, to 

7.3 percent in 1925/26, and yielded the desired results rather quickly.327 Azneft and 

Grozneft together manufactured a combined total amount of refined oil products that 

surpassed the amount manufactured throughout Russia in 1913 for the first time in 

1925/26, and only increased production thereafter.328 What is more, in terms of monetary 

value, the proportion of crude oil and refined products to all Soviet exports rose 

continuously throughout the 1920s, eventually hitting 15.2 percent before international 

markets collapsed as a result of the Great Depression.329 Indeed, it may have been 

precisely because of the rising importance of oil in Soviet foreign trade that Vesenkha’s 

leadership promoted Serebrovskii to lead Neftesindikat itself in 1926, and provided 

Azneft with precious funds to sustain production. The trust received 52.8 percent of all 

 

326 Kafengauz, Evolutsiia promyshlennogo proizvodstva Rossii, 245. 
327 Glavneft NKTP SSSR, Neftianaia promyshlennost SSSR v tsifrakh, 105. 
328 Glavneft NKTP SSSR, Neftianaia promyshlennost SSSR v tsifrakh, 80. See also Igolkin, Sovetskaia 

neftianaia promyshlennost, 41-42. 
329 Ministerstvo vneshnoi torgovli SSSR, Vneshniaia torgovlia SSSR za 20 let 1918-1937 gg.: 

Statisticheskii spravochnik, eds. S. N. Bakulin i D. D. Mishustin (Moscow: Nauchno-issledovatelskii 
Institut monopoli vneshnei torgovli, 1939), 10-11, 48-49. 
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capital investment in the Soviet oil industry in 1927/28 and 55 percent in 1928/29, or 

more than one hundred thirty-four million rubles.330 

High capital investment aside, Azneft fell under still more systems of centralized 

control when NEP ended and the period of the first Five-Year Plans began under Stalin’s 

dictatorship in 1928. Just like most other firms in fuels, metals, and machine building 

industries, the flagship oil trust received a series of audacious production targets 

measured in physical units, along with a mandate to meet or exceed those objectives by 

any means necessary before each planning period was out.331 Azneft now had to report to 

the principal author of those targets, the State Planning Commission or Gosplan, which 

had just begun playing a prominent role in crafting economic policy. In general, 

Gosplan’s experts treated the oil industry like all others deemed a priority by the Kremlin 

but assigned it a lower status within the fuel sector behind the coal industry. Gosplan 

officials cited among other reasons a need to decrease the Soviet Union’s high 

dependency on wood fuel as quickly as possible — or in the parlance of the period, to 

“mineralize” the Soviet energy balance rapidly.332 “Oil, which played such a major role 

as a fuel source 15-20 years ago, should fundamentally relinquish its position,” the First 

Secretary of Gosplan explained in 1934, “and, in any case, already cannot be considered 

 

330 Glavneft NKTP SSSR, Neftianaia promyshlennost SSSR v tsifrakh, 104. 
331 A. A. Igolkin, Neftiianaia politika SSSR v 1928-1940-m godax (Moscow: Rossiiskaia akademiia nauk, 
Inst. Rossiiskoi istorii, 2005), 10. 
332 Igolkin, Neftiianaia politika SSSR, 16-17. 
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one of the principle sources of the country’s fuel supply.”333 Azneft thus not only 

submitted to far tighter and more ambitious production schedules, but also proportionally 

lower levels of capital investment, with predictable consequences. 

Azneft, Grozneft, and Embaneft all received multiple iterations of their First Five-

Year Plan targets over the course of 1928 and 1929, each one more ambitious than the 

last.334 Nevertheless, the Soviet oil industry as a whole fulfilled the plan before all other 

industries, producing approximately thirty-one million tonnes of crude oil by March 

1931, or nearly four million tonnes above the prescribed level a full two and a half years 

ahead of schedule.335 The achievement inspired celebrations from the Caucuses to 

Kazakhstan, but soon faded into a distant and bitter memory. Engineers in Baku and 

especially Grozny soon discovered that they had all but depleted the internal pressure of 

many oilfields by exploiting them too quickly, which meant future extractive efforts 

would be not only less efficient, but costlier as well.336 Oil production declined 

significantly over the following months, leading central authorities to consolidate both 

Azneft and Grozneft in a futile attempt to reverse the trend. The key move was to 

reorganize both giant trusts into “consortia” [obedineniia] and all their component district 

administrations into new “oilfield management units” [promyslovie khoziastva], each 

 

333 G. M. Krizhizhanovskii, Sochineniia, T. 2: Problemy planirovaniia (Moscow: Obedinennoe nauchno-
teknicheskoe izdatelstvo, 1934), 428 as reproduced in Igolkin, Neftiianaia politika SSSR, 28. 
334 Igolkin, Neftiianaia politika SSSR, 28-30. 
335 Igolkin, Neftiianaia politika SSSR, 31-32. 
336 Igolkin, Neftiianaia politika SSSR, 32. For a detailed description of the catastrophe in Grozny, see A. K. 
Sokolov, Sovetskoe neftianoe khoziastvo, 1921-1945 gg. (Moscow: Rossiiskaia academia nauk, Institut 
Rossisskoi istorii RAN, 2013), 86-91. 
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equipped with separate drilling offices, extraction groups, and several subsidiaries like 

construction outfits.337 Azneft in particular reduced the total number of cost-accounting 

enterprises under its umbrella by more than two-thirds, from eighty-three to thirty-two.338 

Despite this reorganization,  aggregate crude oil production only continued to ebb, falling 

nearly nine and a half million tonnes from its celebrated highpoint by the plan’s official 

end in 1932.339 

In stark contrast to the period of the First Five-Year Plan, the oil triad received a 

series of reduced targets to reflect falling or stagnating production throughout the period 

of the Second.340 They nonetheless continued to reorganize their operations according to 

decrees from top policymakers aimed at improving efficiency. In early 1932, the trusts 

came under the control of an ostensibly streamlined successor to Vesenkha, the Peoples 

Commissariat for Heavy Industry USSR or NKTP. Azneft also split into three trusts 

specialized in exploration (“Aznefterazvedka”), extraction (also “Azneft”), and refining 

operations (“Azneftezavod”) almost two years later.341 Yet just as before, the 

bureaucratic shuffling had little to no measurable effect on aggregate crude oil 

production, which remained some three million tonnes below target level in 1934. Aside 

 

337 For a partial reproduction of the original orders, see M. S. Iskenderov and E. A. Tokarzhevskii, eds., 
Sotsialisticheskaia industrializatsiia Azerbaidzhana, 1926-1932 gg.: Dokymenty i materialy (Baku: 
Izdatelstvo Akademii auk Azerbaidzhanskoi SSR, 1957), 454-55. 
338 Iskenderov and Tokarzhevskii, Sotsialisticheskaia industrializatsiia Azerbaidzhan, 461. 
339 Igolkin, Neftiianaia politika SSSR, 33-34. 
340 Igolkin, Neftiianaia politika SSSR, 50-52. 
341 Igolkin, Neftiianaia politika SSSR, 171. 
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from damage done to Grozny’s oilfields, reasons for the suboptimal performance 

included a crippling lack of resources and personnel.342 Most importantly, the proportion 

of trained technical specialists or “ITRs” [inzhenerno-tekhnicheskie rabotniki] at the three 

trusts to all those employed throughout the Soviet oil industry remained stagnant despite 

increasing demands on production throughout the first years of the 1930s. (See Table 3.) 

Indeed, the only metric that appeared to grow significantly was the number of Soviet 

trusts engaged in oil production. They numbered a total of seventeen by 1 January 1935, 

or something like 8 percent of all those large-scale enterprises that reported to NKTP that 

year.343 

Table 3: ITRs employed by the Soviet oil majors, 1930-1933344 

Planning Year Total ITRs Azneft Grozneft Embaneft   
Amount % Total Amount % Total Amount % Total 

1930 5,314 3,412 64.2% 1,148 21.6% 233 4.4% 
1931 7,876 4,755 60.4% 1,620 20.6% 355 4.5% 
1932 9,315 5,272 56.6% 1,949 20.9% 406 4.4% 
1933 10,255 6,014 58.6% 1,935 18.9% 438 4.3% 

 

The Soviet Union’s three oil majors underwent one last comprehensive 

organizational reform orchestrated from Moscow before the end of the 1930s. Reversing 

the course of previous efforts, NKTP kicked off the process by uniting Azneft with a half 

dozen specialized firms to create a reincarnation of Serebrovskii’s original 

 

342 Igolkin, Neftiianaia politika SSSR, 56. 
343 Glavneft NKTP SSSR, Neftianaia promyshlennost SSSR v tsifrakh, 10. 
344 Glavneft NKTP SSSR, Neftianaia promyshlennost SSSR v tsifrakh, 94. 
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multidivisional giant between 1935 and 1936.345 Reclassified as a “combine” [kombinat], 

the massive agglomeration took the name “Azneftekombinat” and merged under a hefty 

administrative apparatus that grew to more than twenty divisions staffed by some two-

hundred ninety people in 1940.346 In the process, Azneft itself all but disappeared as a 

distinct entity while its nine oilfield management units reemerged as new extractive trusts 

and its thirteen separate oilfields become new enterprises in their own right.347 Figure 17 

depicts an organizational chart for the combine circa 1940, derived from archival 

documents as well as the writings of Andrei Mikhailovich Naidenov, a planning expert 

who defected to the United States during World War II.348 “Each of the enumerated 

[extractive] trusts posses oilfields operating as full cost-accounting units,” Naidenov 

explained in a manuscript commissioned by researchers at Columbia University in the 

1950s. “They maintain a comprehensive balance sheet, a running account with the state 

bank, and their own work plan.”349 The reform made only a marginal impact on the oil 

industry’s overall performance. In absolute terms, aggregate growth in crude oil 

 

345 Nikolaevskii, Voprosy ekonomiki neftianoi promyshlennosti SSSR, 128-30. 
346 GA RF f. R-5446, op. 24, d. 4146, ll. 23-29. 
347 GA RF f. R-5446, op. 24, d. 4145, ll. 1, 6, 10. 
348 See GA RF, f. R-5446, op. 24, d. 4146, ll. 23-29; and A. M. Naidenov, Upravlenie promyshlennosti 

Azerbaidzhana, East European Fund, Inc., Mimeographed Series Number 3 (New York: Research Program 
on the USSR, April 1952), 21-22. For a translation of Naidenov’s work into English, see Kenneth R. 
Whiting, trans., Materials on the Soviet Petroleum Industry, Air University Documentary Research Study, 
AU-238-53-RSI (Montgomery, AL: Maxwell Air Force Base, July 1953), 39-63. For a brief biography of 
Naidenov, see Anatol Shmelev, “Register of the Andre Mikhailovich Naidenov Papers,” Hoover Institution 
Archives, Online Archive of California, accessed August 13, 2020, 
https://oac.cdlib.org/findaid/ark:/13030/kt8580154j/entire_text/. 
349 Naidenov, Upravlenie promyshlennosti Azerbaidzhana, 10. 
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production during the First and Second Five Year plans was nearly equal by the end of 

the latter.350 

Far more than incessant reorganizations or unrealistic production targets, mass 

arrests and terror ultimately served as the Kremlin’s most devastating means of 

controlling Soviet oil firms throughout the entire pre-World War II decade. Stalinist 

repression in the Soviet oil industry developed in much the same way as it did throughout 

the Soviet Union itself, beginning in 1931 and continuing in waves before reaching a 

horrific apogee during the so-called Great Terror six years later.351 The oil industry 

proved unique, however, in that its susceptibility to fire made it a ready-made haven for 

all manner of alleged spies, wreckers, saboteurs, and all other so-called “enemies of the 

people” [vragi naroda]. “The Party Committee of Azneft [sic] played a huge role in the 

purge of 1937-1938,” Naidenov noted in his manuscript. “Not without its aid was 

harmful material compiled against S. B. Slutskii, then the leader of Azneft. He was 

arrested and shot without trial on the orders of a tribunal of the [Peoples Commissariat of 

Internal Affairs].”352 In line with repression elsewhere, Soviet authorities arrested most 

high-level managers when it became clear that the sector would not fulfill its Second Five 

Year Plan goals — that is, in 1937. Serebrovskii, then the Deputy Commissar of NKTP, 

faced arrest that year as well. He too died at the end of an executioner’s pistol for 

 

350 Igolkin, Neftiianaia politika SSSR, 62. 
351 Igolkin, Neftiianaia politika SSSR, 100. 
352 Naidenov, Upravlenie promyshlennosti Azerbaidzhana, 15. 
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allegedly having delivered millions in gold bars to Stalin’s arch-nemesis, Leon. Trotsky, 

on February 10, 1938.353 

From a managerial perspective, structures of authority in the Soviet oil industry 

continued to change on a regular basis from the time of Serebrovskii’s death in 1938 

through the discovery of the Romashkino oilfield just over a decade later. New 

commissariats formed and folded into others; enterprises expanded and contracted. But 

amid all the flux, oil firms continued to operate under the direct control of the highest 

authorities, even after they began reporting to two regional ministries along with myriad 

Communist Party organs after World War II ended in 1946.  Those ministries wielded 

remarkably little power. One incident encapsulated their subservience. In December 

1948, the Minister for Oil Industry in Southern and Western Regions USSR requested 

permission from L. P. Beriia to decommission a group of wells, and appended the 

following to the end of the document. “I request that in future you grant me the right to 

decommission inactive wells and halt of drilling for technical reasons,” N. K. Baibakov 

wrote, “as well as to write off the costs of their construction on the balance sheets of 

enterprises and organizations.”354 Baibakov became the head of a united Ministry of Oil 

Industry USSR only a few days later, and soon found that he would need to wield still 

 

353 For Serebrovskii’s arrest and execution, see Tim Tzouliadis, The Foresaken: An American Tragedy in 

Stalin’s Russia (New York: Penguin, 2008), 169-70. For insight into Serebrovskii’s downfall, see Oleg V. 
Khlevniuk, Master of the House: Stalin and His Inner Circle, trans. Nora Seligman Favorov (New Haven: 
Yale University Press, 2008), 110n70. For a similar case of a prominent Soviet engineer falling victim to 
the purges, see Loren R. Graham, The Ghose of the Executed Engineer: Technology and the Fall of the 

Soviet Union (Cambridge, MA: Harvard University Press, 1993), esp. ch. 4. 
354 This episode is reproduced from Igolkin, Sovetskaia neftianaia politika v 1940-m – 1950-m godakh 

(Moscow: Rossiiskaia akademiia nauk, Institut Rossiisskoi istorii, 2009), 228-29. 
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more autonomy if the Soviet Union were ever to profit from a massive new discovery in 

Tatarstan. As Serebrovskii had written nearly three decades earlier, managers at all levels 

would soon need to exercise at least some degree of imagination.



 

 

 

 

 

 

Figure 17: Organizational chart of the Azerbaijani Oil Combine (Azneftekombinat), 1936 
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2.3 The Supergiant Forces Innovation 

The men and women of Tatarstan’s geological exploration trust Tatgeo lacked for 

almost everything critical to their work in the late 1940s. They powered their drills with 

diesel engines originally designed to traverse the guns and tracks of battle tanks. They 

fabricated two-ton derricks on-site and raised them with uprights, pulleys, chains as well 

as the strength of their own muscles. They jury-rigged contact switches between their few 

available electrical cables from bits of scrap metal and simple oak boards saturated with 

transformer oil. The list of improvisations went on and on.355 And yet, despite the 

deprivation, those very same workers proved remarkably adept at scouring Tatarstan’s 

subsoil for petroleum. Indeed, thanks to the intuition of the trust’s senior geologists, they 

confirmed that the source of their first gusher at Well #3 was not merely a local 

phenomenon, but rather part of an expansive regional uplift after sinking just two more 

wells within the relatively short span of a year.356 The celebrated achievement 

transformed into a high-stakes puzzle quickly, however. As thousands of people but only 

limited supplies made their way into Tatarstan over the following months, Tatgeo’s 

workers came to understand that they would have to help exploit their discovery while 

continuing to endure conditions of scarcity. With the possibility of war with the United 

States looming, they saw themselves as simply not being able to afford to fail. 

 

355 Rich descriptions of the material scarcity that Tatarstan’s earliest oil workers endured can be found in a 
collection of memoirs published shortly after the fall of the Soviet Union. See, A. Z. Galeev, Tam, gde 
rastut romashki: ocherki i vospominaniia veteranov NGDU “Leningorskneft,” (Almetyevsk: n.p., 1993), 
20-33. 
356 Voitovich et al., Istoriia otkrytii, 21-22. 
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The geologists of Tatgeo began coordinating their exploration work with former 

colleagues at the new oil extraction trust Tatarneft in 1949, and then with mostly 

unfamiliar faces at the trust’s much larger replacement Tatneft the following year. They 

initially focused their energies on solving the most obvious problem before them: 

Romashkino’s unprecedented size. While the field’s exact dimensions would not be 

known for several more years, early strikes had indicated that it was the largest ever 

discovered in the Soviet Union by far.357 Figure 18 reproduces a scaled map of massive 

field in its geological context, originally produced in 1968.358 The sheer area aside, core 

samples taken from the producing wells showed that the layers of rock actually 

containing the oil, or reservoir rock, were highly porous, highly permeable, and most 

troublingly, remarkably level.359 The findings meant that Romashkino was particularly 

susceptible to the same kind of catastrophic internal pressure depletion that workers had 

triggered at Grozny’s oilfields two decades earlier.360 To avoid the same fate, the first 

director of Tatneft determined that he would not only have to work as much of the giant 

field as possible all at once, but also increase its internal pressure by artificial means at 

 

357 Tatneft’s first annual report reads in part: “The dimensions of the Romanshkino deposit recognized at 
this moment already show that we have encountered an oil deposit that cannot be compared with any other 
known in the Soviet Union.” See NA RT f. R-7246, op. 3, d. 7, l. 8. 
358 V. G. Vasilev ed., Geologia nefti: Spravochnik, T. 2, Kn. 1, Neftianie mectorozhdeniia SSSR (Moscow: 
Izdatelstvo. Nedra, 1968), ff. 20-21. 
359 Romashkino is roughly circular in shape and measures about 56 kilometers in diameter at its widest 
point. At the time of discovery, it contained about two billion tonnes of oil throughout roughly nineteen 
hundred meters of porous sandstones and limestones. See Grace, Russian Oil Supply, 22. 
360 See V. A. Kalamkarov, A. P. Krylov, and F. A. Trebin, “Generalnaia skema razrabotki Romashkinskogo 
mestorozhdeniia i ee vnedrenie,” Neftianoe khoziazstvo 38, no. 4 (Apr. 1960), 1. 
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the same time. More specifically, A. T. Shmarev decided that he would have to employ a 

so-called secondary method of extraction that had only recently been developed as a 

contingency during World War II, and on a scale that had never even been imagined 

before.361 

 

Figure 18: Geological map of the Romashkino oilfield  

Shmarev crafted a plan to recover oil from Romashkino based on the outer-

perimeter water flooding technique during the very first months of his tenure as Tatneft’s 

 

361 Shmarev, Razvitie burovykh rabot v Bashkirii i Tatarii (Moscow: Izd. Nedra, 1966), 55-56. 
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director. He proposed drilling a single ring of wells specially designed to inject water 

straight into the ground around the field’s outermost edge and multiple rings of standard 

extractive wells nearer the field’s center, where petroleum was believed to be 

concentrated. The outer ring of injection wells, the underlying theory went, would 

restrain the oil and squeeze it inwards much like a lasso. The individual who had led the 

development of the technique in the first place, Deputy Minister Vartan Aleksandrovich 

Kalamkarov, concluded that the plan was flawed almost immediately during a meeting at 

the oil ministry’s headquarters. The single ring of injection wells, Kalamkarov argued, 

simply would not exert the force needed to propel Romashkino’s oil to the surface at an 

economical rate. The field was so vast that full extraction would literally take centuries. 

The only solution was to drill additional lines of injection wells all across the oil-bearing 

layers — in other words, to inject water directly into Romashkino itself — with the aim 

of slicing the giant into smaller sections that would be far easier to manage.362 Figure 19 

illustrates the concept.363 Now known as inner-perimeter water flooding, it represented a 

completely unproven technique at the time

 

362 This series of events is drawn directly from Baibakov’s memoirs. See Baibakov, Delo zhizni, 153-54. 
363 Ia. D. Gurevich, A. S. Smirnov, Z. I. Livshchits, M. T. Losev, S. A. Balanovskii, et al Neftianaia 
promyshlennost SSSR: 40 let Velikogo Oktiabria (Moscow: Gostoptekhizdat, 1958), 162. 



 

 

 

Figure 19: Schema of outer- and inner-perimeter waterflooding techniques 
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N. K. Baibakov later wrote in memoirs that Shmarev and Kalamkarov argued 

fiercely over the latter’s proposal to employ the inner- and outer-perimeter techniques 

together before agreeing to let the Ministry’s Technical Council weigh in on the 

matter.364 Regardless, the final decision ultimately came down to Baibakov and his 

superiors. The Minister ultimately approved his deputy’s audacious counterproposal and 

delegated the task of reworking it into a comprehensive plan to a special commission 

based out of a new scientific organization headquartered in Moscow, the All-Union Oil 

and Gas Research Institute, or VNII. The commission began convening shortly thereafter. 

Its core group of eleven experts, including both Shmarev and Kalamkarov, started by 

deliberating how best to carry out a full survey of Romashkino without disrupting 

ongoing extraction operations, which had to proceed apace so that the Ministry could 

meet its production targets on schedule. “[W]e decided to carry out the survey, as they 

say, by combat [boem],” Baibakov explained in the same memoirs, “that is, by drilling 

extractive and injection wells while completing survey tasks simultaneously.”365 Put 

more plainly, the Soviet Union’s top petroleum experts decided to develop the inner- and 

outer-perimeter techniques through a series of experimental trials for the sake of 

production numbers, and to mitigate the consequences of the inevitable mistakes as best 

they could along the way. It was a dangerous gamble. 

 

364 Gurevich et al, Neftianaia promyshlennost SSSR, 154-55. 
365 Gurevich et al, Neftianaia promyshlennost SSSR, 155. 
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Once Baibakov decided to pursue a new combined approach to developing 

Romashkino in early 1950, Shmarev focused his efforts at Tatneft on delivering crucial 

proofs of concept the following two years. He began by working with another Moscow-

based research institute to drill two experimental rings of injection wells on an adjacent 

field called Bavly but met with little success initially. Indeed, the early results only 

brought the challenges of recovering Tatarstan’s mineral wealth into even sharper relief. 

“While extracting oil from the subsoil in the amount of 2500 tonnes per day,” Shmarev 

noted in Tatneft’s annual report for 1951, “the rate of decline of reservoir pressure 

stabilizes at 1.5 atmospheres a month. From here, the need to implement outer-perimeter 

flooding, which still lags behind the aforementioned plan, becomes obvious.”366 

Nevertheless, the experiments yielded encouraging results the following year. After 

successfully converting a retired extractive well into a powerful injection well on the 

same field, engineers raised the pressure of the petroliferous strata below to fifty 

atmospheres, enough to confirm that the method was capable of yielding a highly 

economical rate of recovery.367  Shmarev hardly tackled the problem alone. Both 

Baibakov and Kalamkarov mustered as many scientists and engineers in Tatarstan as 

possible to examine the issue while experiments continued on the oilfields.368 In all, 

 

366 NA RT f. R-7246, op. 3, d. 17, l. 7. 
367 Shmarev, Razvitie burovykh rabot, 58. 
368 TsGA IPD RT f. 15, op. 6, d. 3671, ll. 23-24. 
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Baibakov estimated that the VNII commission brought together the work of some three 

hundred individual experts before finally completing its work in 1956.369 

Shmarev also began grappling with what he later called “the mother of all 

questions” [“vopros voprosov”] while proving the feasibility of injecting water directly 

into fossil fuel rich ground: Which method of drilling would Tatneft employ most to drill 

the wells in the first place?370 He had two options: the tried and true rotary method, or the 

promising yet unproven turbine method. While both required much of the same basic 

equipment, they differed in mechanics and rates of fuel consumption. Made famous at 

Spindletop Hill in Texas at the turn of the twentieth century, rotary drills spun a long 

column with a bit fixed in place at the end just like familiar handheld drills. When put in 

the hands of experienced drilling masters, the latest models reportedly sunk wells at rates 

of more than two and a half thousand meters per rig per month, but also used large 

amounts energy in the process.371 

By contrast, turbine or turbodrills spun the drill bit independently of the column 

using a separate hydraulic motor mounted in its base. Figure 20 provides an 

illustration.372 Invented in the Soviet Union in 1924, they enabled drilling masters to sink 

wells twice as fast using far less energy, but came with a catch of their own.373 Being 

 

369 Baibakov, Delo zhizni, 156. 
370 Shmarev, Razvitie burovykh rabot, 64. 
371 Gurevich et al, Neftianaia promyshlennost SSSR, 101. 
372 The image is from the author’s collection. 
373 Gurevich et al, Neftianaia promyshlennost SSSR, 102-11. 
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more technically complex, they could fail catastrophically without trained operators, and 

in those circumstances cost users far more than even the slowest rotary counterpart. 

Answering “the mother of all questions,” then, simply came down to weighing risks and 

rewards. 

 

Figure 20: Turbodrills on display at the All-Union Industrial Exhibition, 1957 
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Despite the risks, Shmarev launched a large-scale trial of the turbine method at 

Tatneft with permission from his superiors on April 6, 1951.374 Engineers converted some 

80 percent of all drilling rigs on Bavly to turbodrills and resolved three key issues before 

the end of the year. First, they demonstrated that the new drills could be used anywhere 

on Romashkino after being modified to be driven by the most abundant source of motive 

power then available, repurposed VT-300 tank engines.375 Second, they proved that the 

technology did in fact save considerable time in Tatarstan’s conditions by achieving rates 

of speed that surpassed the highest attained with rotary drills by more than two thirds. 

Third and most important, they showed that turbodrills reduced the prime cost of sinking 

wells in Tatarstan by at least 40 percent, from ninety-three to forty-eight rubles per meter 

in the case of extractive wells, and one hundred forty-two to eighty-forty rubles per meter 

in the case of exploratory ones.376 The unequivocal success enabled Shmarev not only to 

make a full transition to the turbine method, but also to lobby for the organization of two 

trusts dedicated exclusively to drilling work under Tatneft’s umbrella over the following 

two years. The drilling trusts proved highly effective. According to official Soviet 

statistics, Tatneft became the first Soviet oil firm to make that transition by a significant 

margin at the end of 1953.377 

 

374 NA RT f. R-7246, op. 3, d. 18, l. 10. 
375 NA RT f. R-7246, op. 3, d. 17, l. 2. See also NA RT f. R-7246, op. 3, d. 18, ll. 11-13. 
376 Shmarev, Razvitie burovykh rabot, 67-69. 
377 TsSU, Promyshlennost SSSR, 161. 
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Answering the “mother of all questions” forced the director of Tatneft to confront 

a third technical problem of critical importance: How to transport drilling rigs across 

Romashkino’s vast expanse at low cost, with limited resources, and on tight schedules. A 

typical Soviet drilling rig in the early 1950s consisted of only a few basic components, 

including a derrick, or that familiar steeple-shaped tower used to maneuver tools through 

the borehole, and a group of interlocking platforms designed to hold pipes, pumps, as 

well as drive motors securely in place.378 Skilled artisans fabricated each out of the same 

steel pipe or casing used to line the interior of the wells themselves, however, which 

made them all but too heavy to transport once fully assembled. Workers therefore often 

disassembled rigs completely after the completion of drilling at one site and then 

reassembled them again at the next, a process that could take well over a month. To build 

a standard forty-one meter tall derrick alone, for example, a brigade of eighteen highly-

trained specialists required an average of two-thousand working hours under summer 

conditions, and up to 40 percent more time under winter ones.379 Given that hundreds of 

wells had to be sunk to survey Romashkino, and still hundreds more to exploit it, 

managers focused intently on how to reduce such long intervals between drilling 

operations.  Success in this regard was crucial if Tatneft was to meet its production 

targets on time. 

 

378 Gurevich et al, Neftianaia promyshlennost SSSR, 125. 
379 Shmarev, Razvitie burovykh rabot, 123-24. 
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With this imperative in view, Shmarev, his superiors, and engineers began to 

streamline the way that Tatneft’s drillers moved rigs around Romashkino by introducing 

assembly-line or “industrial” methods of building them in 1951. Synthesizing the 

published work of counterparts at other Soviet oil firms, they divided the construction 

process into a series of simple tasks and then arranged those tasks into distinct sequences 

to be completed by reorganized brigades that consisted of veteran as well as novice 

workers.380 This Fordist approach proved so effective that Shmarev went one step further 

the following year. Rather than assembling entire rigs in one fell swoop, one brigades 

divided them into four standardized sections or “blocks” that could each be mounted on 

special dollies and pulled by tractors from site to site without ever having to be taken 

apart.381 Figure 21 depicts how workers built the blocks  at special stations created 

specifically for the purpose.382 The new prefabricated rigs, much like the turbodrills 

themselves, yielded substantial savings almost immediately. Tatneft’s workers reduced 

the average time needed to install a rig at a new site by sixteen days between 1952 and 

1954, and the average cost of one by 14 percent over the same period.383 The 

achievements all but ensured that Tatneft would be able carry out the plan developed by 

the VNII commission successfully regardless of the form that it ultimately took. 

 

380 Shmarev, Razvitie burovykh rabot, 127. 
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Figure 21: Industrial assembly of drilling rigs in Tatarstan, 1955 

Taken together, the near simultaneous development of injection wells, turbodrills, 

and industrial methods of drilling rig construction in southeastern Tatarstan inaugurated a 

remarkable transformation in the Soviet oil industry. The timing could not have been 

more serendipitous politically speaking. After nearly a decade of failing health, Stalin 

died in his dacha south of Moscow on 5 March 1953, just as Romashinko-related 

enterprises proved these three technologies in the field. Four of his closest deputies 

collectively took the reins of state power and launched significant administrative reforms 

almost immediately thereafter. Crucially, the reforms included eliminating Beriia. Wary 

of the secret police chief’s ambitions, the three other members of the collective leadership 

led by Nikita Sergeevich Khrushchev arrested him on charges of treason in June and had 
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him executed after a short trial six months later.384 Through this action, the new leaders 

implicitly delegated the management of all Soviet oil operations to its nominal chief, who 

at the time happened to be N. K. Baibakov. The change set the stage for another reform 

the following year — one that helped to catapult the Soviet Union into one of the topmost 

producers of primary energy in the world by the end of the decade. 

2.4 Reformers Delegate Authority 

Stalin’s successors passed two decrees that profoundly altered management of the 

Soviet oil industry just over a month after assuming power, on April 11, 1953. The first 

invested Baibakov’s Ministry of Oil Industry USSR, and indeed every union-level 

ministry, with greater authority over the firms in their charge — authority that they 

presumably should have wielded since their inception seven years earlier.385 The second 

called for updating the staffing standards for extractive and explorative trusts, a task that 

in the case of the former had not been undertaken by the oil ministry since 1944, and in 

the case of the latter not even once. That particular initiative almost certainly hung in 

limbo after Beriia’s arrest in June; but the Ministry of Finance USSR assumed 

responsibility for it sometime later, and eventually submitted a proposal in December.386 

All the same, Baibakov requested major changes after just two weeks of review. First and 

 

384 For an excellent review of the collapse of Stalin’s dictatorship, see Oleg V. Khlevniuk, Stalin: New 

Biography of a Dictator, trans. Nora Seligman Favorov (New Haven: Yale University Press, 2015), ch. 6. 
385 For a partial transcription of the decree, see V. N. Malin and A. V. Kopobov, eds., Direktivy KPSS i 

Sovetskogo pravitelstva po khoziaistvennym voprosam: Sbnornik dokumentov, T. 4, 1951-1957 gody, 
(Moscow: Gospolitizdat, 1958), 7-16. 
386 GA RF f. R-5446, op. 88, d. 175, ll. 8-9. 
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foremost, the minister asked for greater allotments of engineers to firms employing 

“secondary methods of extraction,” arguing that they “demand the realization of a 

considerable amount of research work requiring intricate control and measuring 

equipment.”387 Moreover, he also insisted that the updated standards include his new 

prerogative, specified in the earlier decree, to expand firms to meet “operational 

requirements” [proizvodstvennie neobkhodimosti] without specific authorization from 

higher authorities. The collective leadership ultimately acquiesced, and enacted standards 

that included Baibakov’s emendations in early February 1954. 

The two decrees marked only the first of several policy shifts that reshaped the 

Soviet oil industry shortly after Stalin’s death. Led nominally by Georgii 

Maksimilianovich Malenkov, the collective leadership ordered Baibakov’s ministry and 

several other government organs to prepare proposals for streamlining their own staffs 

within six months around the very same time that Beriia was finally executed. The other 

organs included the ministries for heavy machine building, the tool and die industry, the 

electrical instrumentation industry, ferrous metallurgy, and the coal industry — all of 

which just so happened to provide goods that were absolutely critical to producing oil.388 

Metallurgical plants manufactured the seamless pipes needed to line the interior of wells; 

tool and die factories the strong rock bits mounted at the end of turbodrills; and coal 

furnaces the carbon-rich coke used to forge the steel necessary for both, to give only three 

 

387 GA RF f. R-5446, op. 88, d. 175, ll. 11-12. 
388 See for example GA RF f. R-5446, op. 88, d. 71 (coal); GA RF f. R-5446, op. 88, d. 272 (ferrous 
metallurgy), and GA RF f. R-5446, op. 88, d. 388 (tool and die). 
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examples. What is more, the targeted organs also included the Central Statistical 

Administration, which as its name implied generated crucial data on every ministry that 

planners used to calculate production targets of all kinds.389 In each case, the collective 

leadership ordered the organ’s respective leaders to do the same two things: simplify their 

managerial structure, and reduce the total number of administrative personnel in their 

employ. Undoubtedly channeling developments in Tatarstan, Baibakov made changes 

that went a good deal further. 

Indeed, Baibakov leveraged the leadership’s call for reform to craft a top-to-

bottom reorganization of the Soviet oil industry during the first half of 1954. Working 

together with leading financiers, auditors, and statisticians, he first completed an 

inventory of all production units under his charge that revealed “11,816 enterprises and 

organizations… with a total employee population of 996,976 people.”390 He then 

reviewed the motley assortment for redundancies, and determined that the most egregious 

lay in some of the very trusts whose staffs had just been re-standardized. “The majority of 

incorporated oilfields, associations, and similar enterprises operate within the structure of 

46 extractive trusts,” Baibakov explained in his final report on the effort, “of which 40 

subordinate, by territorial order, to 13 consortia and 6 directly to the ministerial 

department for oil extraction.”391 He thus concluded that his ministry managed most of its 
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extractive enterprises “through a four-tiered scheme: ministerial department – association 

– trust – incorporated oilfield,” respectively; and that such a scheme was unique: 

In contrast to the oil refining, machine building, metallurgical and other sectors of 

industry where the most basal independent production unit is a factory that unites 

a series of core shops… and subsidiary shops… an improper organizational 

structure coalesced in oil extraction industry wherein the development of oil and 

gas deposits… is overseen not by an incorporated oilfield, but rather by an 

extractive trust.392 

 

In other words, the storied Soviet oil trust had evolved into a purely administrative organ 

that served little practical purpose when it came to production, and had therefore outlived 

its usefulness. 

Baibakov recommended that his ministry streamline its managerial system by 

transforming all its trusts into enterprises modeled on typical Soviet factories called 

“oilfield administrations” or NPUs [neftepromyslovie upravleniia].393 The NPUs would 

emerge through straightforward consolidation of cost-accounting responsibilities. Trusts 

would subsume the responsibilities of their subordinate enterprises, which in turn would 

take the form of dependent production divisions or shops [tsekhy]. The reorganized 

enterprises would thus eliminate an entire tier from the ministry’s managerial scheme, 

free large numbers of personnel to assist with oil production directly, and empower 

managers at nearly every level of administration. All told, Baibakov calculated that the 

reorganization would strike from the ministry’s books a total of eight hundred sixty-seven 

cost-accounting units and reduce the number administrative personnel within the 
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extractive sector by more than a quarter, or by over seven thousand people.394 The results 

impressed the collective leadership, which approved the massive shakeup despite protests 

from several effected firms and issued a decree specifying a one-month timeline for the 

consolidation on 13 November 1954. Baibakov then relayed the decree to his 

subordinates via a ministerial order two days later.395 He also dispatched a set of detailed 

instructions to each trust to help ensure that planners carried out the reorganization as 

seamlessly and as close to deadline as possible. The instructions included new indicators 

for various operations, and listed the implementation of outer-perimeter flooding 

techniques second from the top.396 

Directors at Tatneft in particular reorganized their trusts into NPUs as ordered, if 

not exactly on schedule. They first reduced the number of administrative positions on 

each of their own books according to set rates and then reported the results in memoranda 

to superiors immediately thereafter. In nearly all cases, they offered substitute jobs to 

their displaced staffers rather than simply dismissing them outright; but since those jobs 

were by design production-oriented or blue-collar — that is, more dangerous and less 

prestigious if not lower-paying — a significant percentage opted to seek employment 

elsewhere. For example, the director of Almetevburneft, a drilling trust also affected by 

the reform, reported eliminating thirty-five filled positions about six weeks after 

Baibakov relayed the reorganization directive. Five displaced staffers refused the 
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substitute posts, all of whom were women. One of the staffers, a certain T. G. 

Gorokhova, had served in upper management as a division chief [nachalnik], but was 

offered only a menial job as a rig worker [rabochii-burploshadki]. Another, N. I. 

Slovakhova, had worked as a surveyor [topograf], but was offered equally menial work 

in pipeage [kollektor].397 Similarly, the director of the extractive trust Bugulmaneft 

reported that four of twenty-six displaced staffers also refused the substitute jobs, but 

gave no specifics.398 Nonetheless, most staffers accepted their reassignments, at least 

temporarily; and Tatneft emerged from the reorganization with three NPUs in early 1955. 

By comparison, Azneft emerged with eleven, Grozneft seven, and Kazakhstanneft 

(formerly Embaneft) nine.399 

Despite resulting in the sidelining of at least some managerial talent, Baibakov’s 

reorganization nevertheless granted the directors of Soviet oil enterprises a degree of 

formal autonomy that they had never known before. Bureaucratically speaking, they 

moved closer not only to their ministerial supervisors, but also to their subordinates, 

which enabled them to manage up as well as down chains of command more effectively. 

They also gained control over subordinate entities that no longer had to maintain 

exhaustive balance sheets and were therefore subject to  structural adjustments to fit 

production needs in real time, albeit within limits set by the ministry. Such flexibility 

proved particularly essential when it came to transitioning from primary to secondary 
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methods of extraction. Indeed, the ministry regularized the process in short order. Figure 

22 and Figure 23 show representative organizational charts for NPUs implementing the 

two methods, partially derived from an official Soviet textbook published in 1962.400 And 

as if to underscore the new possibilities, the collective leadership proclaimed a decree 

that expanded the authority of directors of all Soviet firms less than a year later in August 

1955. Among the rights that it granted was the ability “to establish and alter the structure 

and personnel of shops and managerial divisions” within the limits of established labor 

plans.401 Directors of the new NPUs could thus operate all but completely on their own 

once given a slackened or padded plan within less than a year of their establishment.

 

400 See V. A. Bugrov and N. F. Strizhenova, Ekonomika, organizatsiia, i planirovanie 

neftedobyvayushchikh predpriiatii (Moscow: Gostoptekhizdat, 1962), 39. See also V. D. Shashin, ed., 
Neftedobyvayushchaia promyshlennost SSSR, 1917-1967, (Moscow: Nedra, 1968), 280-82. 
401 Malin and Kopobov, Direktivy KPSS i Sovetskogo pravitelstva po khoziaistvennym voprosam, 455. 



 

 

 

 

 

 

Figure 22: Organizational chart of an oilfield administration (NPU) during primary extraction 
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Figure 23: Organizational chart of an oilfield administration (NPU) during secondary extraction 
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All told, the reorganization proved so effective that the collective leadership 

promoted Baibakov to one of the highest posts in Soviet economic administration, a top 

secretary of Gosplan USSR, just as the decree to expand the rights of all directors became 

official. Baibakov recounted how he was informed of the promotion in a second memoir 

published shortly after the collapse of the Soviet Union. N. S. Khrushchev called him to 

his office at the Central Committee of the Communist Party and, after a warm greeting, 

“expressed a bevy of complements in [his] address as the leader of an industrial sector 

that, within a brief period, achieved some major successes in increasing the extraction of 

oil and gas.”402 Khrushchev then gave the news, which Baibakov found shocking if not 

absurd. He even tried to refuse the post repeatedly, but only convinced the Party boss to 

give him a day to reflect. “[A]t that time, development of the new oilfields of ‘Second 

Baku’ was underway,” Baibakov noted. The “oil industry was ascending, and I very 

much did not want to depart from it.”403 Regardless, he quickly learned that he had never 

really been given a say in the matter. “Arriving at the Ministry… and returning to my 

office, I saw at reception a courier with a red envelope.”404 He opened it only to find an 

official decree announcing his promotion. The sit-down with Khrushchev, it turned out, 

had been just a formality. 

The commission at VNII brought the significance of NPUs into sharp relief when 

it finalized a general schema for the development of Romashkino less than a year after 
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Baibakov’s promotion. In brief, the commission recommended that Tatneft divide the 

giant oilfield  into twenty-three “independent” oilfields using lines of injection wells to 

recover some forty million tonnes of crude by 1960, and fifty-two million by 1965.405 

The independent fields varied in size; but each individual well would cover an integral 

area of fifty hectares, or half a square kilometer, regardless of whether it was an injection 

or extractive type.406 The commission thus all but stated explicitly that the firms 

designated to carry out the scheme had to be flexibly-organized, not to mention highly-

frugal. Indeed, ministerial officials made their intended constraints on budget allocations  

abundantly clear during the first formal discussion of the scheme in May 1956. “It is well 

known that we will not give you the desired amount of capital investment,” a powerful 

department head declared brazenly, “but will maintain the current targets for oil 

extraction, if not increase them, although the gap by rough calculations amounts to 

several billions [of rubles].”407 All parties involved, therefore, would have to continue 

innovating and economizing to ensure that the job got done. 

Motivated by the commission’s work, the oil ministry sought ways to enhance the 

flexibility of Tatneft’s NPUs even further over the following months. The chief of a 

planning division described one such effort in a brief article published in the firm’s own 

employee newspaper under the title “What the Reorganization Gave Us” in early 
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September. “This year,” the division head M. Minnigulov explained, “the ministry 

decided to experiment with the complete centralization of all forms of accounting, 

statistical, and administrative bookkeeping at Bavlyneft and Tuimazaneft [an NPU of a 

neighboring firm].Simultaneously, it was suggested that the structures of the managerial 

apparatus be reviewed and consolidated if necessary, that the supply systems be 

streamlined, and that numerous depots and storehouses be liquidated. A special brigade 

was created to fulfill the task.” Its initial results were “highly instructive.”408 All told, the 

brigade eliminated nineteen administrative positions from Bavlyneft’s books and 

generated a savings of nearly one hundred forty thousand rubles per year. The success of 

the effort and other like it begot more substantial changes. To help expedite the 

development of Romashkino’s northeasterly quarter in particular, the ministry created a 

fourth NPU under the firm’s umbrella called Aznakaevskneft just two months later. 

According to Tatneft’s annual report for the year, all top positions at the new enterprise 

went to “young engineers,” or recent graduates.409 

The sweeping changes under Baibakov’s leadership of the oil industry 

foreshadowed an even more fundamental and ultimately unsuccessful reform to the entire 

Soviet economy inaugurated in December 1956. The effort had far more to do with 

Khrushchev’s desire to strengthen the Communist Party’s role in economic policymaking 

than anything related to energy production, however. Ostensibly seeking to raise living 
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standards, the new General Secretary announced a plan to liquidate almost every one of 

the Soviet Union’s industrial ministries entirely and replace them with new regional 

economic councils that would assume direct control of all enterprises within their 

territories. Khrushchev argued, with considerable justification, that the ministries had 

become too concerned with jockeying for budget allocations and blind to local needs — 

in short, reflections of the glavkism of old. Nevertheless, Baibakov considered the idea 

impetuous and, according to his memoirs, told Khrushchev as much when summoned to 

discuss it face-to-face.410 Regardless, the Party boss moved ahead with the initiative and 

announced his intentions at a plenary meeting of the Central Committee in February 

1957. The Supreme Soviet, legally the Soviet Union’s highest legislative body, then 

actually carried out the reform over the following May and June, upending established 

methods of Soviet economic administration almost overnight.411 Tatneft may well have 

floundered as a result of the sudden shakeup, but thanks in no small part to its new 

organizational flexibility, thrived instead, and over the long term. 

Lev Dmitrovich Churilov, a rig worker who eventually rose to the Soviet oil 

industry’s highest ranks, described how Tatneft’s NPUs operated after Khrushchev 

launched his massive overhaul in detail in memoirs published in his native Russian only 

in 2016. A graduate of Grozny’s oil institute, Churilov worked at Aznakaevskneft 

throughout most of Khrushchev’s term in power, from August 1958 through March 1964. 
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“Within the [oilfield] administration,” he recalled of his first year on the job, “there were 

well-equipped shops for transport, construction and installation work, capital workover 

operations, as well as reservoir pressure maintenance. It was a time of rapidly-expanding 

production.”412 His account also stressed that the enterprise succeeded in doubling the 

scale of its operations in just a few years, and for a clear reason: “The NPU 

Azanakevskneft functioned as a self-supporting and self-sufficient enterprise 

[nezavisimoe i samodostatochnoe predpriiatie].” In contrast to practices in “Western 

countries” where oil companies frequently hired contractors to carry out specialized 

work, “Soviet oil workers received more diversified training,” Churilov explained, 

“which enabled them to handle a wide range of tasks.”413 Notably, he was not the only 

one to say so. Indeed, a director of one Tatneft’s construction enterprises also celebrated 

his workforce’s dexterity in an article published in the firm’s employee newspaper in 

1956. “Builders and installers who master multiple professions not only fulfill production 

plans,” N. Gusarov had declared, “but also serve as skirmishers in the battle for quality, 

for the conservation of materials, for the maximization of the working day.”414 Such 

training presumed organizational flexibility. 
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Indeed, Churilov underscored the fact that he often had to innovate beyond his 

training to ensure that his NPU met its production targets on time. To illustrate the point, 

he described an incident that occurred shortly after he had been promoted to middle 

management in 1960. The episode began when a worker forgot to perform a crucial task 

while measuring the output of a well and accidentally jammed its central valve. 

“Everyone dreaded having a well stop on their watch,” Churilov noted. “If the volume of 

extracted oil fell below the target level, the entire brigade could lose their premiums,” or 

the bonuses awarded for fulfilled plans.415 After examining the problem, Churilov and the 

worker determined that they needed to flush the well to get it operating again. The 

procedure took two to three days by established norms, however, long enough to warrant 

a reprimand if not jeopardize bonuses. “I discussed the problem with my senior-most 

operator,” Churilov continued, “and we decided to rectify it on our own.”416 They got 

covered from head to toe in oil in the process, but nevertheless repaired the well that very 

day. In the end, the potentially disastrous incident became nothing more than the butt of a 

joke, which attested to the fact that independent decision-making at Tatneft, though 

enabled by the prospect of financial losses, had become routine. 

More important, top-level officials revealed a great deal about the leeway 

afforded to Tatneft’s NPUs in unpublished planning documents dating to around the very 

same time that Churilov began working at Tatneft. After receiving a supplemental work 
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plan for one Romashkino’s independent fields named Alkeevsk sometime in February, 

Tatneft’s chief dispatched a letter to VNII’s top director, Valentin Dmitrievich Shashin, 

in which he requested permission to make modifications. Shashin claimed that the plan 

was based on incomplete survey data and, as a result, called for making Alkeevsk too 

large, risking an irrecoverable loss of a great amount of oil. The field’s borders, therefore, 

had to be readjusted by moving an entire line of injection wells southward by two 

kilometers to where petroliferous layers actually lay.417 Aleksandr Petrovich Krylov 

responded by notifying Shashin that he had misunderstood not only the supplemental 

plans, but also the general schema for Romashkino. As Krylov explained at length, 

The implementation of a two-stage drilling procedure for separate fields serves as 
a basic principle provision of the development the Romashkino oilfield per the 
first variation of the [general] schema. At the outset, the field is drilled according 
to the technological plan that was compiled on the basis of available data on the 
geological structure of the field. After the drilling of the projected extractive and 
injections wells and the clarification of details on the geological structure, further 
division of the field with water according the natural separation of its oil-bearing 
strata is permitted [dopustimo].418 

Put another way, VNII’s commissioners had anticipated the need for such adjustments as 

work progressed, and crafted their plans accordingly. Shashin already had all the 

permission he needed. 

The decisions that the Soviet Union’s top leaders made regarding the structure of 

their oil firms in the mid-1950s ultimately had enormous economic and political 
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consequences. They enabled Tatneft to develop the Romashkino supergiant using outer- 

and inner-water flooding techniques to maximum effect over the following years, which 

in turn enabled discussions of large-scale crude oil exports to Eastern Europe to begin at 

the highest levels of policymaking as early as 1957. Figure 24 compares the amounts of 

oil that the firm extracted from all its oilfields with the amounts of water that it injected 

into them in tonnes every year from 1951 through 1975.419 While the amounts of water 

are technically imprecise as a result of conversions from units of volume, the two trends 

are nevertheless accurate. They show that Tatneft surpassed its original production targets 

for 1960 and 1965 by some two million and twenty-four million tonnes, respectively, but 

at a cost of increasingly greater amounts of water. All the same, Communist Party leaders 

deemed the rapid development of Romashkino an unmitigated success. The Secretary of 

Tatarstan’s Communist Party Committee in particular nominated five members of the 

VNII commission, including Shmarev, for the Soviet Union’s most prestigious award for 

scientific achievement, the Lenin Prize, in 1960.420 Each received the honor just two 

years later.421 

Of all the key leaders that participated in the decision-making process, Baibakov 

continued to serve in the highest levels of government the longest — indeed, almost until 

the dissolution of the Soviet Union itself. Khrushchev named him Chairman of Gosplan 
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RSFSR, or the Russian Federation proper, in February 1957, just as the herculean effort 

to replace the industrial ministries with regional economic councils was getting 

underway.422 In that capacity, Baibakov presided over nearly three quarters of all the new 

councils in the entire union, but not for long. Khrushchev removed him from the post, 

ironically accusing him of having instituted an improper administrative structure, and 

demoted him to lead a regional economic council in the still oil-rich Caucuses just over a 

year later, in May 1958.423 The shunned administrator remained exiled from the Kremlin 

for the next five years, but nevertheless achieved further successes in his “native” oil 

industry, as he called it, and managed to engineer a return to Gosplan USSR as a 

committee chairman in 1963. Proving indispensable, he led a delegation to observe the 

oil industry in Mexico in October the following year, coincidentally around the very same 

time that Khrushchev himself was ousted from power in what by Soviet standards was a 

remarkably peaceful palace coup.424 The new leader, Leonid Iliych Brezhnev, having 

been critical of Khrushchev’s reforms himself, reinstated Baibakov as head of Gosplan 

USSR, almost a year to the day after seizing power, in October 1965. The lifelong oilman 

remained there for the next two decades.

 

422 Baibakov, Sorok let, 75. 
423 Baibakov, Sorok let, 77-79. 
424 See N. K. Baibakov, A. O. Asan-Nuri, E. S. Korshunov et al., Nefitanaia i gazovaia promyshlennost 
Meksiki (M. TsNIITEneftegaz, 1965), 3. 



 

 

 

Figure 24: Waterflooding on Tatarstan’s oilfields, 1951-1975 
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2.5 Isomorphism on Parade 

A little more than five years after requesting a new oil firm for Tatarstan, 

Secretary Z. I. Muratov received a petition from Andrei Vladimirovich Kharchenko, the 

director of an outfit that epitomized Soviet naming conventions run amok, Tatar 

Specialized Oilfield Construction, or TatSpetsNefteStroi. The euphemistic modifier 

“specialized” signified only one thing: that the outfit had once been part of the Soviet 

Union’s expansive network of penal labor camps popularly known as the Gulag. “From 

the moment TatSpetsNefteStroi was organized (October 1952), it has endured unceasing 

reorganization,” Kharchenko declared tersely in the opening lines.425 First, the Ministry 

of Internal Affairs USSR had transferred the outfit to the Ministry of Oil Industry USSR, 

then the latter’s department heads had merged it with two others to form an ungainly 

agglomeration. Three contingents of workers — prisoners, students, and soldiers — had 

rotated through its ranks in the meantime, turning over the entire management staff nearly 

twice. “As a result,” Kharchenko summarized with exasperation, “TatSpetsNefteStroi 

began 1954 managerially unprepared with a bloated structure, which has led to the 

deterioration of its leadership and all work of its construction organizations.”426 To make 

matters even worse, ministerial officials had also shorted the outfit millions in budget 

allocations, which practically guaranteed that it would fail to fulfill its production plans 

over the next several years. Muratov, therefore, simply had to intervene on Kharchenko’s 

 

425 TsGA IPD RT, f. 15, op. 6, d. 4031, l. 4. 
426 TsGA IPD RT, f. 15, op. 6, d. 4031, l. 4. 
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behalf if he was to accomplish any substantial work in Tatarstan whatsoever, never mind 

on schedule.427 

The case of TatSpetsNefteStroi exemplified the results of a well-intentioned 

Soviet reorganization effort gone mostly awry. Anxious to signal the dawn of a new era, 

top policymakers including Malenkov, Beriia, and Khrushchev hastily restructured their 

country’s notorious penal system just weeks after Stalin’s death in early March 1953. 

They granted amnesty to well over a million prisoners, transferred the Gulag from the 

interior to the justice ministry, and ceded control of at least a hundred “specialized” 

outfits like TatSpetsNefteStroi to various other civilian ministries all over a period of 

only a month.428 The sweeping reform effectively dismantled a massive industrial empire 

that had been rapidly expanding within the Gulag for more than a decade, but also 

wrought havoc, as Kharchenko strove to make clear.429 Indeed, for that very reason 

Malenkov and company began rolling back the effort within just four months. They 

returned the Gulag to the interior ministry, placed several dozen industrial enterprises 

back under its direct control, and increased its total prisoner population by more than 

ninety thousand all by February of the following year.430 Meanwhile, TatSpetsNefteStroi 

itself managed to build several extractive enterprises, raise a brick factory, and even open 

 

427 For a brief biography of Kharchenko, see N. V. Petrov and K. V. Skorkin, Kto rukovodil NKVD, 1934-
1941: Spravochnik, eds. N. G. Okhotina, A. B. Roginskogo (Moscow: Zveniia, 1999), 427. 
428 M. B. Smirnov, Sistema ispravitelno-trudovikh lagerei v SSSR, 1923-1960: Spravochnik, eds. N. G. 
Okhotin and A. B. Roginskii (Moscow: Zveniia, 1998), 57-58. 
429 For a useful overview of the development of the Gulag’s industrial complex, see Lewin, The Soviet 
Century, ch. 11. 
430 Smirnov, Sistema ispravitelno-trudovikh lagerei v SSSR, 59. 
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a quarry, but was nevertheless liquidated during Baibakov’s own reorganization effort in 

November.431 Analogous outfits shared similar fates. The aborted reform thus represented 

a prime example of what historian Moshe Lewin appropriately described as Soviet 

leaders’ propensity for playing “ministerial musical chairs” to no productive ends.432 

The aborted reorganization of the Gulag in early 1953, sketched only briefly here, 

serves as an instructive contrast to the much more successful effort that Baibakov 

inaugurated within the Soviet oil industry shortly thereafter. Whereas the former resulted 

in life-altering amnesties for multitudes of people but no lasting systemic change, the 

latter effectively enabled the Soviet Union, in less than a decade, to transform into a 

primary energy producer of global import after a cataclysmic war. Moreover, the latter 

status also endured. Tatneft grew to incorporate five NPUs in 1959, six in 1961, and nine 

in 1968.433 And while ministerial officials restructured all Soviet oil enterprises once 

again just a few years later in 1970, transforming them into so-called “oil and natural gas 

production administrations” [neftegazodobyvayushchie upravleniia] or NGDUs, they 

nevertheless preserved the same basic architecture that Baibakov had created almost two 

decades earlier.434 Indeed, the organizational form proved so durable that Soviet oil firms 

continued employing it even after the fall of the Soviet Union itself. Tatneft still operates 

 

431 Smirnov, Sistema ispravitelno-trudovikh lagerei v SSSR, 133-134. For the liquidation of 
TatSpetsNefteStroi, see GA RF, f. R-5446, op. 88, d. 186, l. 299. 
432 Lewin, The Soviet Century, 154. 
433 NA RT f. R-7246, op. 3, d. 420, l. 2; and NA RT f. R-7246, op. 3, d. 623, l. 1-2. 
434 S. L. Kniiazev, Neft, gaz i neftekhimiia Tatariia: Dokymenti i materialy, T. 2 (Kazan: Tatarskoe kn. izd, 
1979), 256-57. 
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all nine of its Soviet-era NGDUs today; and many of its larger counterparts elsewhere in 

Russia such as Lukoil use similar variations.435 The reorganization of the Soviet oil 

industry in 1954, therefore, must be understood as a socialist economic reform gone 

remarkably right, although it certainly precipitated major structural problems that leaders 

either failed to manage or ignored completely in later years, not least problems of severe 

environmental degradation. 

Success aside, Baibakov’s reorganization of 1954 highlights a revealing similarity 

in the development of industrial enterprise under conditions of American capitalism and 

Soviet socialism during the twentieth century. Historian Alfred D. Chandler, a founder of 

the subfield of comparative business history, famously demonstrated “that a company’s 

strategy in time determine[s] its structure” through detailed case studies of large U.S. 

firms first published in 1962.436 Chandler described, for example, how executives of 

DuPont adopted a multidivisional structure to manage a rapidly-diversifying product line 

based on the manufacture of nitrocellulose in the early 1920s. He also explained how 

many of the same individuals, around the same time, likewise united General Motor’s 

diverse business units under a single head office to streamline its automobile production 

in the face of financial hardship. Baibakov took a parallel course of action, albeit in the 

context of a centrally planned economy several decades later. Ordered to develop an 

 

435 See Tatneft’s latest annual report, V. A. Voskoboinikov, D. M. Gamirov, N. E. Dopreko et al, 2017 
Strategiia rosta: Godovoi otchet Komnanii Tatneft (Moscow: OOO Pablisti, June 2018), 15. See also 
Tatneft’s website, “Struktura Gruppy,” PAO Tatneft, accessed April 25, 2019, http://www.tatneft.ru/o-
kompanii/obshchaya-informatsiya/struktura-gruppi-tatneft?lang=ru#. 
436 Chandler, Strategy and Structure: Chapters in the History of the Industrial Enterprise (Cambridge, MA: 
The MIT Press, 1962), 383. 
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oilfield of unprecedented dimensions with limited resources in a compressed period of 

time, he adapted the structure of the Soviet oil industry to facilitate the adoption of 

innovative strategies that could meet the challenge. Such parallel solutions to analogous 

problems suggest that firms in both capitalist and socialist systems could exhibit what 

Chandler called “the drive to keep resources effectively employed.”437 

In sum, this investigation into the administrative history of the Soviet oil industry 

strongly suggests that the discovery of Romashkino in the late 1940s triggered a 

fundamental shift in Soviet economic thought more broadly in the early 1950s. Oil, in the 

eyes of Soviet leaders, went from being a second-rate fuel source for domestic industry 

into an accessible means of creating wealth and consolidating political power in a period 

high-stakes geopolitical confrontation. In the same vein, the “socialist enterprise” went 

from being controlled directly from without and appearing to be a potential liability to 

being managed largely from within and shining as a great national asset. Indeed, the 

success of Tatneft enabled experts at Gosplan USSR, less than ten years after the giant 

was discovered (in 1957), to propose exporting massive quantities of Romashkino’s 

crude to the Eastern Bloc by transcontinental pipeline in exchange for energy-saving 

machinery . Moreover, Soviet engineers successfully realized those proposals by 

coordinating the work of literally hundreds of socialist firms across five countries seven 

years later. 

 

437 Chandler, Strategy and Structure, 383. 
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3. Forging the Connection 

3.1 A Lesson in Soviet Marketing 

On March 1, 1961, Alexei Kirillovich Kortunov, head of the Main Directorate of 

the Natural Gas Industry USSR, anxiously kicked off a promotional campaign for his 

most ambitious project yet. Standing before a sea of reporters in a conference room in 

downtown Moscow, Kortunov announced that his directorate, commonly referred to as 

Glavgaz, had recently broken ground on a massive oil export pipeline named Druzhba, 

the Russian word for “friendship.” Druzhba was destined not only to become the first 

“trans-European” petroleum artery, he explained, but also the largest in the world.438 He 

then unveiled a poster that depicted Druzhba snaking across part of Czechoslovakia, 

Hungary, Poland, as well as East Germany, and began reciting prepared remarks about its 

global significance. A photojournalist from TASS, the Soviet analog of AP, captured the 

carefully-choreographed moment in two images reproduced below as Figure 25.439 Joined 

together, they appear to show Kortunov’s audience taking detailed notes; but not a word 

of his presentation ever made the major Soviet newspapers. Only a brief article about the 

building of Druzhba in Ukraine ran on the back page of Pravda, the Communist Party’s 

flagship daily, a whole two days later.440 Meanwhile, speeches about General Secretary 

 

438 For use of the term “trans-European” to describe Druzhba, see V. Vukovich, “Transevropeiskii, imeni 
druzhby,” Izvestiia no. 48 (13594), February 24, 1961, 1. See also A. V. Yurlov, Transevropeiskii 
nefteprovod “Druzhba”: Iz opyta stroitelstva uchastka Brody-Uzhgorod (Moscow: VNIIST Glavgaz SSSR, 
1962). 
439 Russian State Archive of Cinematic-Photographic Documentation (hereafter cited as RGAKFD) number 
1-60737a-b (hereafter cited as no.). Photographer: V. Egorov/TASS. 
440 See A. Dogma, “Ot Volgi – k Odery i Dunaiyu,” Pravda no. 62 (15552), March 3, 1961, 6. 
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Khrushchev’s latest agricultural policy occupied that issue’s most coveted real estate.441 

Even in the birthplace of socialism, the Glavgaz head discovered, competition for media 

exposure was fierce indeed. 

 

Figure 25: Soviet press conference announcing Druzhba, Moscow, March 1, 1961. 

A): Kortunov makes his presentation. B): View of the auditorium. 

Despite the tepid reception, Kortunov continued shouting Druzhba from the 

rooftops. He cleverly mobilized the Komsomol or Party Youth League into the project, 

summoning the eldest members to construction sites and tasking the youngest, the 

Pioneers, with gathering a million tonnes of scrap metal to be recycled into line pipe.442 

 

441 See “Iz god v god uvelichivat proizvodstvo selskokhoziastvennikh produtkov,” Pravda no. 62 (15552), 
3 March 1961, 1-3. 
442 Kortunov awarded a prize of fifteen hundred rubles to the Komsomol organization of the Lviv oblast, 
Ukrainian SSR for winning a round of “socialist emulation,” or a production contest with other 
organizations, on the first segment of Druzhba on April 28, 1961. See the Russian State Archive of Socio-
Political History (hereafter cited as RGASPI) f. M-1, op. 4, d. 2551, l. 134. In the last quarter of 1961, 
Youth League members reportedly laid three hundred twenty-four kilometers of line pipe, built a reservoir 
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Not one to make the same mistake twice, he also ensured that the scrap-metal campaign 

earned front-page coverage in Pionerskaia Pravda, the Pioneer’s own widely-syndicated 

newspaper, and later the illustrated postcard shown as Figure 26.443 Kortunov achieved 

his greatest marketing coup unexpectedly, however, and on the same day that a Soviet 

cosmonaut completed the first human spaceflight. Seeking to leverage the heady moment, 

he immediately dispatched a three-page letter to his subordinates urging them to keep in 

mind that they too were on the brink of a similar achievement. “The builders of Glavgaz 

have embarked on the construction of the largest oil pipeline in the world…” Kortunov 

proclaimed, “yet another shining example of brotherly friendship and collaboration 

among socialist countries.”444 The letter worked like a charm; and its enthusiastic 

reception emboldened Kortunov to catapult Druzhba into the national limelight. Indeed, 

less than a month later, the Minister of Culture agreed to the Glavhead head’s request for 

a team of cinematographers to record the pipeline’s assembly in “a special documentary 

film.”445 Led by an acclaimed director, the team produced a five-part miniseries called 

The Mainline in autumn 1964, just as Druzhba itself became fully operational.446 

 

of 30,000 cubic meters capacity, and erected two pumping stations on the same segment. See RGASPI f. 
M-1, op. 3, d. 1049, l. 52. 
443 Documents relating to these efforts are Kortunov’s personal papers collection in the Russian State 
Archive of the Economy in Moscow. See RGAE f. 1066, op. 1, d. 22, ll. 1-3. See also “Stroiteli veriat: 
1,000,000 tonn metalloloma pionery soberut dosrochno!” Pionerskaia Pravda no. 26 (4467), 7 April 1961, 
1. 
444 RGAE f. 279, op. 1, d. 1317, ll. 99-100. 
445 RGAE f. 279, op. 1, d. 1317, l. 71. 
446 The Russian title of the film is Magistral and should not be confused with a Soviet feature film of the 
same name produced in the 1980s. The director was Lev Grigorevich Grigorev (Katsman), a decorated war 
correspondent and two-time winner of the Stalin Prize (1948, 1951). At the time, Grigorev had just 
wrapped on a documentary about Soviet natural gas industry called People of the Blue Flame [Ludi 
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Figure 26: “From Salvaged Scrap Metal by Way of the Pioneer’s Two-Year Plan!” 

From the author’s collection. Artwork attributed to I. M. Semenov. Printed by 
Sovetskii khudozhnik on December 15, 1961. 

 
Throughout this increasingly sophisticated public relations effort, Kortunov 

practiced what politicians, lobbyists, and marketers today call strict message discipline. 

In other words, he consistently repeated a handful of key points to shape a favorable 

narrative, in his case that Druzhba represented the epitome of a new socialist 

internationalism. As a result, he gradually led Soviet journalists to embrace his message 

as their own. “The opening of the giant international mainline is a joyous celebration of 

 

golubogo ovnia], and therefore represented a logical choice to lead Kortunov’s newest project. See R. 
Grigorev, “Trassa soediniaet serdtsa,” Iskusstvo kino no. 9 (1961), 150. For a comprehensive biography of 
Grigorev in Russian, see “Roman Grigorev,” Personalii, Muzei TsSDF, accessed September 21, 2019, 
https://csdfmuseum.ru/names/159. See also A. A. Lebedev, Ikh oruzhie — kinokamera: Rasskazy 
frontovykh kinooperatorov (Moscow: Iskusstvo, 1984), 277. Grigorev’s personal papers are currently 
preserved in the Russian State Archive of Literature and Art (RGALI) f. 2749. 



 

186 

the friendship between the peoples of the socialist countries,” one correspondent for 

Pravda gushed in a front-page article about Druzhba’s first cross-border segment in 

February 1962. “The construction of the oil pipeline… serves as their common cause.”447 

More important, Kortunov also led well-placed allies in the Soviet government to do 

likewise. “Druzhba constitutes one of the greatest manifestations of the principles of the 

international socialist division of labor,” N. K. Baibakov declared in a secret debriefing 

of the project two years later.448 Each of the five countries involved, he wrote, had made 

a valuable contribution: Czechoslovakia had supplied medium-diameter valves; Hungary, 

telematic communication systems; Poland, medium-diameter pipes, and; East Germany, 

medium-capacity pumps. Moreover, the Soviet Union had furnished construction 

equipment and the necessary technical expertise. Far more than a rhetorical flourish, 

Baibakov emphasized in a now-familiar refrain, the name Druzhba reflected real 

economic integration on a continental scale. 

Why did Kortunov “brand” Druzhba as a pinnacle of international socialist 

cooperation and, more crucially, to what extent did his marketing reflect reality? The 

book Satellites and Commissars (1996, 2002) by U.S.-American political scientist 

Randall W. Stone, still the most widely cited on Soviet-Bloc trade, serves as the starting 

point for any examination of these interconnected questions. Seeking to illuminate the 

“conspicuous failure” of Soviet economic integration with Eastern Europe, Stone 

 

447 N. Novikov, “Sovetskaia neft prishla k beregam Dunaia,” Pravda no. 54 (15910), February 23, 1962, 1. 
448 RGAE f. 279, op. 2s, d. 111, l. 17. 
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fortuitously began his research in Russia at the outset of the so-called Great Dislocation, 

or the decade of profound institutional instability and openness that followed the Soviet 

collapse. He thus enjoyed “unrestricted” use of the formerly-classified archive of the 

Council of Mutual Economic Assistance or Comecon, a socialist common market that 

formed almost nine years before the European Economic Community, the precursor to 

the European Union.449 Those records, amplified by careful interviews, convinced him 

that the same sort of principle-agent dilemma which had plagued the Soviet economy had 

also plagued the Soviet Bloc as a whole. Taught production plans and distorted 

commodity prices in particular had incentivized trade delegates to pursue perverse 

bargaining strategies that had little to do with comparative advantage as commonly 

understood. “Where the Soviet Union was able to make the most credible commitments 

and exert the most resolve,” he concluded, “such as in large, visible projects that were 

easily quantifiable [emphasis added], the Soviet Union was most successful in achieving 

Eastern European cooperation.”450 Most of the time, however, such cooperation proved 

illusive. 

The more recent book Red Gas (2013) by Swedish historian Per Högselius, a 

pathbreaking historical account of the natural gas trade between Russia and Western 

Europe, offers equally illuminating insights. Investigating why U.S.-aligned countries 

 

449 For a useful discussion of Stone’s work, see Oscar Sanchez-Sibony, “Red Globalization: The Political 
Economy of Soviet Foreign Relations in the 1950s and 60s” (PhD diss., University of Chicago, 2009), 9-
10. For the interworkings of Russian archives in the 1990s, see George Bolotenko, “Frost on the Walls in 
Winter: Russian and Ukrainian Archives since the Great Dislocation (1991-1999), The American Archivist 
66, no. 2 (Fall-Winter, 2003): 271-302. 
450 Stone, Satellites and Commissars, 244. 
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like Italy and Austria began importing Soviet energy at the height of the Cold War, 

Högselius focused his attention on the underlying infrastructure. He discovered that the 

earliest transcontinental pipelines came together thanks only to a handful of individuals 

like Kortunov, who shrewdly pitched them to his superiors as useful means of 

showcasing the superiority of communism over capitalism to the world. “An engineer 

and project manager,” Högselius wrote of the Glavgaz head, “his interest in ideological 

issues was limited. But like Baibakov, he understood to use the Cold War struggle as a 

rhetorical tool [emphasis added] that could be deployed to promote natural gas and 

secure support from the highest political level.”451 Most pivotal of all, Kortunov also built 

robust international coalitions by identifying what Högselius called “complimentary 

reverse salients,” or complex technical problems that fit each other like sets of locks and 

keys.452 For example, in the late 1960s, the Soviet Union’s abundant yet geographically-

isolated natural gas deposits represented a lock, and West Germany’s advanced yet 

underutilized metallurgical industry a key. Combined, they made a partnership between 

the two countries not only mutually beneficial, but also profitable, so much so that the 

political, ideological, and military divisions between them ultimately fell by the wayside. 

Drawing on the insights of Stone and Högselius, I argue that Kortunov trumpeted 

Druzhba as the paragon of a new “international socialist division of labor” out of political 

and practical necessity, but that the boast proved largely accurate to boot. Far more than a 

 

451 Högselius, Red Gas, 17. 
452 Högselius, Red Gas, 6. 
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Party slogan or figure of speech, the idea for such a division of labor originated in the 

work of respected Soviet legal scholars in the early 1950s. On an ideological level, it 

signified nothing less than a precursor to the full economic integration of all states led by 

Communist Parties — to the creation of a self-enclosed, global market governed by 

central planning. On a practical level, it offered a framework for organizing foreign trade. 

A Soviet expert on Poland described that framework succinctly in a book published in 

1958: “The singular value of the socialist international division of labor is that it allows 

individual socialist countries to use economic resources and production capacities in the 

common interest by coordinating their national economic plans with the aim of wide 

specialization and cooperation in industry and agriculture [emphasis added].”453 Soviet 

planners could thus logically apply the concept to international construction projects as 

well. Indeed, it represented a distinctly socialist interpretation to the situations system 

builders like Kortunov encountered routinely: the need to match complementary reverse 

salients. The Glavgaz head simply embraced this practical application while using the 

ideological implications as leverage.  

I develop this argument by examining, side-by-side, the economic and intellectual 

histories of Soviet foreign trade with its East European satellites from the end of World 

War II through Druzhba’s completion in 1964. This analysis proceeds in three sections. 

In the first, I briefly summarize how a critical mass of geopolitical pressure forced Soviet 

 

453 Akademiia nauk SSSR, Ekonomicheskoe sotrudnichestvo i vzaimopomoshch mezhdu Sovetskim Soiuzom 
i evropeiskimi stranami narodnoi demokratii, ed. A. K. Kozik (Moscow: Izdatelstvo Akad. nauk SSSR, 
1958), 32. For Kozik’s work on Poland, see Razvitie promyshlennosti Polshi (Moscow: VINITI, 1959). 
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leaders to abandon a policy of systematic exploitation of the satellites, or the “European 

peoples’ democracies,” in favor of a whole new policy of subsidization in the early 

1950s. In the second, I demonstrate that this policy shift necessitated the formulation of a 

theory of an “international socialist division of labor,” and that this theory, combined 

with the concurrent development of Romashkino, made a “trans-European” pipeline 

thinkable and feasible less than a decade later. In the third, I show how Kortunov 

leveraged the theory not only to promote Druzhba as an inherently socialist achievement, 

but also bring the project to a successful conclusion despite major setbacks, most 

especially a NATO embargo on large-diameter pipe in 1962. Lastly, I conclude with a 

brief discussion the pipeline’s immediate effects on Soviet-Bloc relations, most 

especially the inauguration of comprehensive new studies of socialist institutional 

diversity. 

3.2 Victors Divide the Spoils 

By May 1945, the Red Army had driven a “barbarized” Nazi invasion from 

Stalingrad to Berlin.454 Nevertheless, whether the Soviet Union would retain control over 

all the territory it had conquered in between remained an open question.455 The country 

 

454 For the fighting on World War II’s Eastern Front, see Omer Bartov, The Eastern Front, 1941-45: 
German Troops and the Barbarisation of Warfare, 2nd ed. (New York: Palgrave Macmillan, 2001). For 
detailed visual depiction of Nazi and Soviet military campaigns, see Ian Barnes, Restless Empire: A 
Historical Atlas of Russia (Cambridge, MA: Belknap Press, 2015), 130-45. For descriptions of fighting 
during the earliest days of the Nazi invasion, see Anna Krylova, Soviet Women in Combat: A History of 
Violence on the Eastern Front (New York: Cambridge University Press, 2011), esp. ch. 5. 
455 A number of scholars have noted that Stalin had no long-term plans for Eastern Europe in the immediate 
aftermath of World War II. See for example Peter Kenez, Hungary from the Nazis to the Soviets: The 
Establishment of the Communist Regime in Hungary, 1944-1948 (New York: Cambridge University Press, 
2006), 12-13. See also Stone, Satellites and Commissars (1996), 27. 
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lay in a state of ruin that numbers only begin to describe: twenty-seven million citizens 

dead; twenty-five million more homeless; twenty-five thousand villages and thirty-

thousand enterprises destroyed.456 Equally unsettling, its transatlantic allies the United 

States and United Kingdom boasted wealth as well as overseas colonies to spare, not to 

mention massive armies bivouacked just across the Elbe. Stalin therefore initially adopted 

a cautious approach to Eastern Europe, drawing a clear line between political and 

economic objectives. Regarding the former, he showed uncharacteristic flexibility by 

inviting all anti-Nazi parties, not just communist parties per se, to form coalition 

governments in each Soviet-occupied country. These so-called Popular Fronts appealed 

to leftists of every stripe, and soon united liberals, socialists, as well as communists from 

the Dnieper to the Oder. Regarding the latter, however, the self-appointed Field Marshall 

gave no quarter, launching an aggressive campaign to capture as many “war trophies” as 

possible.457 Seemingly contradictory to outside observers, these dual policies appeared 

well-calculated from inside the Kremlin’s walls. Facing a herculean reconstruction effort 

at home and an asymmetrical military alliance abroad, Soviet leaders logically concluded 

that they could ill afford to be dogmatic or hesitant. 

Stalin and his advisors formulated two short-term strategies for exacting tribute 

from Eastern Europe in the wake of the Nazi surrender. The first evolved out of 

 

456 I take these rounded estimates from Kate Brown, Plutopia: Nuclear Families, Atomic Cities, and the 
Great Soviet and American Plutonium Disasters (New York: Oxford University Press, 2013), 85. For a 
detailed analysis of Soviet wartime losses, see Richard Overy, Russia’s War: A History of the Soviet Effort, 
1941-1945 (New York: Penguin, 1998), esp. ch. 10. 
457 Stone, Satellites and Commissars, 27. 
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agreements with the Transatlantic Powers made at conferences in Yalta as well as 

Potsdam in February and July-August 1945, respectively. These agreements established a 

commission to seize valuable assets like patents, machinery, and entire factories from 

occupied Germany as war reparations. This Reparations Commission, in turn, gave 

Soviet forces carte blanche within their own zone of occupation along with 15 percent of 

all confiscated material in the French, British, and American zones as well.458 Similarly, 

the second strategy grew out of agreements with the new Popular Fronts. These laid the 

groundwork for a different institution: the socialist joint stock company or JSC 

[smeshannoe obshchestvo]. Conceived as instruments of nationalization, socialist JSCs 

became ubiquitous, transferring partial ownership of nearly every Eastern European 

country’s most lucrative industries to the Soviet government.459 All told, the two 

strategies proved brutally effective; the Soviets looted billions of U.S. dollars’ worth of 

goods within less than two years. Germany paid the highest price and former Axis 

nations Hungary and Romania the next highest; but none survived the pillaging 

unscathed. Even Czechoslovakia, whose exiled government had mounted a significant 

anti-Nazi resistance, lost factories on charges that they had once belonged to Hitlerites.460 

 

458 James K. Libbey, “CoCom, Comecon, and the Economic Cold War,” Russian History 37, no. 2 (2010), 
137. 
459 Libbey, “CoCom, Comecon, and the Economic Cold War,” 139. 
460 Stone, Satellites and Commissars, 27. For the Czechoslovak resistance, see Callum Macdonald, The 
Killing of Reinhard Heydrich: The SS Butcher of Prague (Boston: Da Capo Press, 1998), ch. 4. 
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For all the ink spilled in the name of peacemaking, revenge apparently accounted just as 

much as restitution on the Kremlin’s balance sheet.461 

Leveraging the Reparations Commission and new JSCs, Soviet leaders not only 

siphoned tremendous wealth from Eastern Europe, they also began altering the region’s 

traditional trade patterns in the most radical way. Whereas the vast majority of commerce 

around Warsaw, Budapest, and Prague had generally flowed westward to Zurich, Paris, 

and London since the 1850s, it now moved in the complete opposite direction, farther 

eastward to Moscow, by no later than 1950.462 Officials from the Ministry of Foreign 

Trade USSR captured this abrupt reorientation in a statistical handbook published almost 

two decades after the fact in the late 1960s. Table 4 compares the values of Soviet 

imports from six Eastern European countries listed therein for the years 1937 and 1947, 

but expressed in billions of U.S. dollars.463 It shows that Poland, Czechoslovakia, and 

Bulgaria witnessed the most dramatic turnarounds, although all six clearly became 

beholden to the Soviet Union in comparable measure. The same numbers paint an even 

starker picture when divided into the aggregate import totals. A little over 41 percent of 

all Soviet imports originated in Eastern Europe in 1947, 49 percent in 1948, and 51 

 

461 Anne Applebaum, Iron Curtain: The Crushing of Eastern Europe (New York: Anchor Books, 2013), 
33. 
462 U.S.-American scholars studied this phenomenon in detail during the Cold War. See Joint Economic 
Commission, Congress of the United States, Reorientation and Commercial Relations of the Economies of 
Eastern Europe: A Compendium of Papers (Washington, D.C.: Government Printing Office, 1974). For 
patterns of foreign trade in Eastern Europe before World War II, see Scott M. Eddie, “The Terms and 
Patterns of Hungarian Foreign Trade, 1882-1913,” The Journal of Economic History 37, no. 2 (June 1977): 
329-58. 
463 This is table is inspired by the work of Libbey. See Libbey, “CoCom, Comecon, and the Economic Cold 
War,” 139. 
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percent in 1949.464 While almost certainly imprecise, these quotients nevertheless align 

with those that Margaret Dewar, a British scholar, calculated contemporaneously in 1951. 

Dewar determined that the transformation occurred even more rapidly, however. By her 

estimates, Eastern Europe supplied no less than 75 percent of Soviet imports by 1947.465 

Table 4: Soviet Imports from Eastern Europe (million U.S. dollars, current prices), 
1937 and 1947466 

Country 1937 1947 
Bulgaria 0.0 2175.1 
Czechoslovakia 214.7 2219.3 
Hungary 37.3 980.0 
Poland 74.7 7802.5 
Romania 28.0 1555.4 
Yugoslavia 18.7 1681.9 

 
Regardless, Soviet leaders continued to extract heavy reparations payments from 

their new subjects for nearly five years before making any meaningful efforts to 

normalize relations. They created a dedicated agency to manage their growing portfolio 

of joint stock companies called the Main Directorate of Soviet Property Abroad or 

GUSIMZ in 1946, but no streamlined process for distributing reparations to their own 

domestic industries.467 Rather, they empowered Soviet officials to resolve most questions 

 

464 Ministerstvo vneshnei torgovli SSSR (hereafter MVT SSSR), Vneshniaia torgovlia SSSR, 1918-1966: 
Statisticheskii sbornik (Moscow: Izdatelstvo Mezhdunarodnie otnosheniia, 1967), 64-66. 
465 Dewar, Soviet Trade with Eastern Europe, 1945-1949 (London: Royal Institute of International Affairs, 
1951), 95-99 as cited in Libbey, “CoCom, Comecon, and the Economic Cold War,” 139n11. 
466 MVT SSSR, Vneshniaia torgovlia SSSR, 1918-1966: Statisticheskii sbornik (Moscow: Izdatelstvo 
Mezhdunarodnie otnosheniia, 1967), 9-10, 64-66. 
467 For GUSIMZ, see George Schöpflin, “The Stalinist Experience in Eastern Europe,” Survey 30, no. 3 
(130) (October 1988): 126-8. 



 

195 

of distribution through the same form of bureaucratized decision-making discussed early 

in the previous chapter, namely “negotiation-coordination” [soglasovanie]. The process 

often unfolded like this: The Council of Ministers USSR would first compile twenty-odd 

requests for supplies and then instruct specific stakeholders to fill out the details of each 

one over the course of about a month. The stakeholders almost always included powerful 

all-union agencies like Gosplan USSR and the Ministry of Foreign Trade USSR; the 

details laid out the specific machines to be ordered and reparations accounts to be 

charged. At some point, several parties would invariably decide to substitute goods slated 

to be acquired from a capitalist country like Switzerland with cheaper alternatives from 

Eastern Europe to cut costs. The Council would thus authorize orders from a combination 

of reparations and standard import accounts in the same final decrees for the sake of 

convenience.468 Performed repeatedly, this catch-as-catch-can rigmarole soon coalesced 

into an institutionalized system that, accidentally or otherwise, discouraged any official 

tallies of reparations payments, to say nothing of coordinated investment plans. 

The Kremlin’s rapacious plundering of Eastern Europe rebounded on it in an 

unforeseen way, however, precipitating severe backlashes from the transatlantic allies. 

Most critically, U.S. and U.K. leaders balked when the Kremlin reneged on a provision of 

the Potsdam Conference that obligated it to deliver food to the Soviet zone of occupied 

 

468 See for example GA RF f. R-5446, op. 50a, d. 965, ll. 1-29. This is a copy of Decree #864-RS from 
January 27, 1948 authorizing the purchase of machines for the Ministry of Oil Industry in Eastern Regions 
USSR from Czechoslovakia, Germany, Romania, and Switzerland. 
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Germany in exchange for reparations from the three other Allied zones in early 1946.469 

While almost certainly due to material deprivation, this failure to reciprocate nevertheless 

appeared threatening to Western military commanders already anxious about the spread 

of communism, especially U.S. General Lucius D. Clay. To answer the perceived saber-

rattling, Clay and his British counterparts not only halted their reparations deliveries to 

Soviet forces, they also merged their respective zones of occupation into one so-called 

“Bizone” before the end of the year. Stalin, for his part, interpreted these actions as 

hostile in their own right and began to reevaluate Popular Front politics.470 The Field 

Marshall bristled even more when U.S. President Harry S. Truman publicly asked his 

Congress to aid the Greek government in a civil war against communist partisans only 

three months later, on 12 March 1947. He read Truman’s accompanying pledge “to 

protect any democratic nation under external threat” as nothing less than a tacit 

renunciation of their wartime alliance.471 An announcement the following June of a plan 

to bankroll the reconstruction of the whole of Europe — Germany included — by George 

C. Marshall, Truman’s Secretary of State, only seemed to confirm his analysis. 

The launch of the Marshall Plan in summer 1947, though anticipated by some 

Soviet analysts, nevertheless shifted the power dynamics within Eastern Europe 

dramatically and forced Stalin to rethink his initial approach toward the region. At 

opening talks about the aid program in Paris, U.S. envoys explained to all that 

 

469 Libbey, “CoCom, Comecon, and the Economic Cold War,” 137. 
470 Stone, Satellites and Commissars, 27. 
471 Stone, Satellites and Commissars, 27. 
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participation rested on joining an international monetary regime that had been negotiated 

years earlier by representatives of forty-four countries at a conference in Bretton Woods, 

New Hampshire. This so-called Bretton Woods system, the brainchild of British 

economist John Maynard Keynes and senior U.S. Treasury official Harry Dexter White, 

employed two key mechanisms designed to prevent a recurrence of the global economic 

meltdown that had precipitated World War II. First, the system pegged most major 

currencies to the U.S. dollar and the dollar itself to a fixed price of gold to ensure their 

convertibility. Second, it established new institutions like the International Monetary 

Fund to guarantee that participating countries could settle their debts in the event of 

dollar shortages. Opting into the Marshall Plan would thus require Soviet leaders to 

forsake their inherently incompatible socialist economy, an inconceivable concession 

given their legitimating victory. They therefore declined and began taking steps to 

transform Eastern Europe into an unadulterated socialist market capable of offsetting the 

impact of their exclusion from a budding liberal world order. Not surprisingly, they 

encountered significant resistance along the way.472 

Indeed, the prospect of rebuilding with cheap American credit encouraged many 

Eastern European leaders to challenge the Kremlin with increasing vigor. Soviet 

diplomats documented hints of deteriorating relations with Hungary, for example, 

throughout the spring and summer of 1947. In early May, they learned from newspaper 

 

472 For a discussion of Soviet reactions to the Marshall Plan, see Oscar Sanchez-Sibony, Red Globalization: 
The Political Economy of the Soviet Cold War from Stalin to Khrushchev (New York: Cambridge 
University Press, 2014), 65-67. 
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reports that Sándor Rónai, the communist Minister of Trade and Cooperation, had exuded 

optimism before flying to Moscow to negotiate a Hungarian-Soviet trade agreement. “I 

depart with confidence that the agreement we will conclude will serve the economic 

interests of both nations…” Rónai had reportedly declared during an interview on the 

tarmac.473 “From the first of August, Hungary will embark on the path of economic 

planning and the successful fulfillment of Hungary’s three-year plan will depend to a 

significant degree on the new trade agreement…”474 Yet by the time August arrived, 

Rónai had changed his tone. “Measuring the significance of Hungarian-Soviet economic 

relations is possible only by comparing them with the past,” he declared in a speech to 

the Hungarian-Soviet Chamber of Commerce just one week after planning had been 

inaugurated.475 “We have a number of people who are very inclined to forgetfulness,” he 

then added ominously in reference to his own delegation, “and we do no harm if we from 

time to time refresh their memories about that past…”476 Rónai then proceeded to recite a 

litany of examples of Soviet magnanimity, sending a clear signal of dissension in the 

ranks to his patrons, and a warning to his opponents. 

Such seemingly antagonistic reactions from Washington to Budapest prompted 

Stalin to throw caution to the wind and stake out Soviet interests in Eastern Europe much 

 

473 Foreign Policy Archive of the Russian Federation (hereafter cited as AVP RF), f. 77, op. 24, p. 14, d. 11, 
ll. 3-4. 
474 AVP RF f. 77, op. 24, p. 14, d. 11, ll. 3-4. 
475 AVP RF f. 77, op. 24, p. 17, d. 28, l. 25. 
476 AVP RF f. 77, op. 24, p. 17, d. 28, l. 25. 
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more starkly.477 Although a party to the opening talks about the Marshall Plan, 

Viacheslav Mikhailovich Molotov, the Soviet Foreign Minister, suddenly declared 

categorical opposition to it on 2 July 1947. In doing so, Molotov withdrew support not 

only from the Soviet Union, but also from the seven nations that had just fallen into its 

orbit.478 The unilateral decision sparked widespread outrage among Eastern European 

leaders that at long last prompted Stalin to attach carrots to the foreign policy sticks he 

had been wielding so haphazardly. Just a few months later in September, the Kremlin 

announced its so-called Molotov Plan, a competing initiative that forgave some 

reparations from Hungary and Romania as well as extended lines of credit to Bulgaria, 

Czechoslovakia, and Yugoslavia. The Molotov Plan also combined these limited 

economic measures with a far-reaching political organization, the Communist 

Information Bureau or Cominform, a reincarnation of a Leninist institution that had 

striven to unite the world’s national communist parties under Moscow’s leadership.479 It 

thus brought an end to the Popular Front strategy and inaugurated rule in Eastern Europe 

by communists alone. Over the following months, communist parties mobilized, seizing 

power first in Hungary and Poland, and then Bulgaria and Romania, and then finally in 

Czechoslovakia.480 

 

477 Stone, Satellites and Commissars, 28. 
478 Libbey, “CoCom, Comecon, and the Economic Cold War,” 138. 
479 Libbey, “CoCom, Comecon, and the Economic Cold War,” 139. 
480 Stone, Satellites and Commissars, 28-29. 
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The Kremlin’s efforts to “Sovietize” Eastern Europe in autumn 1947 escalated its 

confrontation with the Western Allies almost to the breaking point. Just four months after 

the launch of the Cominform, in January 1948, envoys from the U.S., U.K., and France 

submitted plans to transform their now amalgamated zones of occupied Germany or 

“Trizone” into a full-fledged state to German ministers gathered in London. And just 

three months later, a larger group of western diplomats established yet another 

international institution to help realize the Marshall Plan, called the Organization for 

European Economic Cooperation or OEEC. Interpreting both moves as still more threats 

to Soviet security, Stalin ordered a desperate response in June: a complete blockade of 

the western sectors of Berlin, which like Germany itself had been partitioned among all 

four Allied powers even though it lay deep within the Soviet zone.481 The blockade 

backfired spectacularly, however, galvanizing the Western Allies not only to organize a 

massive relief operation via air convoy (the famous Berlin Airlift), but also to establish 

the Federal Republic of Germany -- West Germany -- in September just as they had 

intended. Left with no alternatives, the Kremlin answered by declaring its own German 

Democratic Republic -- or East Germany -- the very next month. Soviet leaders kept East 

Germany at arms length for several years thereafter, however, and continued to extract 

heavy reparations payments until early 1954.482 

 

481 Stone, Satellites and Commissars, 29-30. 
482 Stone, Satellites and Commissars, 30. 
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Although destabilizing, the division of Europe into what Cominform officials 

termed capitalist and socialist “camps” rattled Stalin far less than a similar event that 

occurred simultaneously: the split between the Soviet Union and Yugoslavia. An 

anomaly in Eastern Europe, Yugoslavia had neither cast its lot with the Axis nor been 

liberated from Axis control by the Red Army. Rather, it had liberated itself through a 

homegrown partisan insurgency led by Josip Broz Tito, a avowed communist, and 

ironically done so with more aid from the flush Western Allies than the cash-strapped 

Soviets. Tito thus believed that his own newly declared federal republic had options when 

he made a fateful decision to refuse Yugoslav participation in a slate of socialist JSCs 

during trade negotiations with Moscow in early 1948. The snub infuriated Stalin, who 

viewed it as not only as tantamount to treason, but also another existential threat to the 

Soviet system. To prevent further defections, he ordered Tito expelled from the 

Cominform on charges of deviating from the Marxist path the following June, just as the 

Berlin Blockade went into effect. Tito cleverly reframed the expulsion to his benefit, 

however, proclaiming that he would forge a “separate path” to socialism. In response, 

Stalin immediately concentrated Soviet military forces along Yugoslavia’s borders with 

Hungary and Bulgaria, showing all parties concerned that any such path would always 

remain a lonely one.483 

More than any other event of the early Cold War, the Soviet-Yugoslav split 

compelled Stalin to transform Eastern Europe into a cohesive socialist bloc. Though 
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quick to posture on Tito’s border, Stalin soon rejected military invasion in favor of 

economic isolation as his preferred method of bringing the partisan turned statesman to 

heel. He ordered a complete embargo of Yugoslavia before the end of 1948, and to 

ensure compliance among the more obedient satellites, the creation of the ironically 

named Council of Mutual Economic Aid on 25 January 1949. Known as the Comecon in 

Western literature, the new institution catalyzed significant changes despite its intended 

purpose. It served not only as a weapon against Tito, but also as “the first formal 

assembly of the Soviet Union and its associates as states,” not to mention an economic 

counterpart to Cominform and a socialist alternative to the OEEC.484 Indeed, the 

institution lent substance to a whole series of bilateral agreements that Soviet envoys had 

recently concluded with five Eastern European countries. Most of these agreements 

outlined mere barter trade — that is, deliveries of “equivalent” goods without standard 

mediums of exchange like Soviet rubles, which in any case were inconvertible on global 

markets. Others established programs of “scientific-technical cooperation” that granted 

participants only limited access to each other’s industries. Nevertheless, Comecon 

facilitated the fulfillment and expansion of many economic interactions, thus sparking a 

slow revision of exploitative policies. 

Despite Stalin’s fury over Yugoslavia, he pursued his punitive integration of 

Eastern Europe for less than two years due to internal discord within the Comecon as 

 

484 Michael Kaser, Comecon: Integration Problems of the Planned Economies (New York: Oxford 
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well as yet another geopolitical crisis. Delegates from Comecon’s six charter member 

states disagreed over how best to coordinate trade between centrally-planned economies 

during the first three sessions of their Assembly, which led Moscow to impose policies 

derived almost exclusively from the Soviet past like breakneck industrialization, 

agricultural collectivization, and high rates of investment.485 Worse, tensions erupted 

among the leaders of several JSCs that rendered multilateral cooperation between them 

all but impossible. For instance: In May 1949, Vsevolod Nikolaevich Merkulov, the head 

of GUSIMZ, reported that certain Hungarian managers were ostracizing their Soviet 

counterparts to diminish Moscow’s interests in a handful of key firms. “It follows to 

note,” Merkulov added, “that this negative orientation… is characteristic not only of the 

Hungarian workers within these companies, but also of leading persons like the General 

Secretary of the Higher Economic Council Zoltán Vas and the State Secretary of the 

Ministry of Trade and Cooperation László Háy.”486 Not surprisingly, all this dysfunction 

compounded the shock of the Korean War, which erupted in June 1950. Pressured to 

focus on rearmament thereafter, the Kremlin stranded the Comecon in a sort of policy 

limbo, allowing it to do little more than standardize statistics, process payments, and 

specify delivery conditions for various products.487 
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By abandoning the Comecon shortly after its inception, Stalin consigned Eastern 

Europe to a system of foreign trade governed only by bilateral agreements, reparations 

treaties, and worst of all, Soviet bureaucrats. Inefficiencies abounded as a result. To take 

but one instance: In June 1952, the Soviet Deputy Minister of Foreign Trade USSR 

informed L. P. Beriia that oil industry officials had repeatedly failed to deliver technical 

documents to Czechoslovakia and East Germany as per certain agreements, and requested 

that they be ordered to do so post haste.488 Beriia agreed, but soon received a letter from 

N. K. Baibakov in which he blamed the delays on a contracting organization controlled 

by an entirely separate ministry.489 In response, Beriia ordered all parties concerned to 

review the matter jointly and present their solution within seven days. They apparently 

took much longer, however, as the corresponding directive from Stalin appeared six 

months later.490 Speedier resolutions proved costly in a different way. Around the same 

time, the Kremlin settled a dispute involving a typical barter arrangement — an exchange 

of Soviet oil for Czechoslovak pipes — in just six weeks, but only after involving four 

major government agencies as well as JSCs in two other countries.491 Taken together, 

these and myriad other incidents all shared one thing in common. They stemmed not so 

much from incompetence as an abiding need for personal safety, which under Stalin 

could be found only in collective action. 

 

488 GA RF, f. R-5446, op. 86a, d. 2725, l. 1. 
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And yet, for all the dysfunction, Soviet-Bloc trade grew at impressive rates — at 

least from the Kremlin’s point of view. Complementary barter generated a sort of 

feedback loop in which the production of Soviet raw materials continuously amplified the 

production of Eastern European machinery. Official Soviet statistics confirmed the 

phenomenon in retrospect, and most especially in the realm of energy. Figure 27 

illustrates the annual growth of Soviet machinery imports in millions of dollars between 

1946 and 1959 using data compiled by the Ministry of Foreign Trade USSR in the late 

1960s.492 Figure 28 likewise illustrates the annual growth of Soviet crude oil exports in 

thousands of tonnes over the same period, using the same sources.493 While the two 

employ different units of measure, and indeed could never be accurately aligned because 

of Soviet variable pricing policies, they nevertheless reveal similar patterns. Just four 

countries — Czechoslovakia, East Germany, Hungary, and Poland — accounted for the 

majority of growth in both instances from 1950 through 1958, the year that saw the first 

explosion in Soviet crude oil exports. Moreover, in both instances the growth in each of 

these four countries appeared roughly proportionate, a few exceptions notwithstanding. 

Given the extent of wartime devastation, to say nothing of Soviet bureaucracy, such 

growth represented a significant achievement.

 

492 MVT SSSR, Vneshniaia torgovlia SSSR, 1918-1966, 142-43 
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Figure 27: Soviet imports of Eastern European machinery and equipment, 1946-195
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Figure 28: Soviet exports of crude oil, 1946-1959 
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The early success of Soviet foreign trade with Eastern Europe encouraged Stalin 

to soften his policies just before his death, and his successors to reverse them completely 

thereafter. In spring 1952, the Kremlin relinquished control of sixty-six JSCs based in 

East Germany, transferring its shares to Berlin. These included major concerns like the 

shipbuilding enterprise Neptun, the electrochemical combine Bitterfeld, and the world-

renowned automaker BMW.494 Just over a year later, Soviet and East German envoys 

concluded agreements to enhance economic cooperation between their two countries, 

effectively marking East Germany’s ascendancy as the preeminent Soviet ally in 

Europe.495 Malenkov’s collective leadership went even further the following year, lifting 

the embargo of Yugoslavia and selling its shares of all remaining JSCs in Eastern Europe 

to their host governments. They also inaugurated their so-called New Course, a domestic 

policy that temporarily shifted investment from heavy to light industry, including the 

production of consumer goods. The veritable cascade of reforms shifted the dynamics of 

socialist foreign trade rapidly and in unexpected ways, however. Most important, it 

fragmented demand for raw materials and reduced demand for machinery, which together 

upset the balance of payments between several countries.496 To resolve the problem, 

Soviet leaders resurrected and restructured the Comecon in 1954. The institution’s rebirth 
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marked a watershed moment and necessitated the formulation of new principles on which 

to organize its work. Chief among these became the international socialist division of 

labor. 

As historians have carefully documented, then, Stalin transformed Eastern Europe 

into a bloc of socialist states piecemeal rather than according to any long-term plans. 

Concerned with the security and reconstruction of a devastated homeland, he initially 

prioritized looting the region and mollifying Western anti-communists. He changed 

course in response to U.S. reactions and subsequent policy shifts, particularly the launch 

of the Marshall Plan in summer 1947, which appeared like nothing less than a global 

capitalist embargo. Yet in doing so he adopted policies that only escalated tensions and 

eventually culminated in the division of Europe into two spheres of influence variously 

denoted as East vs. West, communist vs. capitalist, and Soviet- vs. U.S.-aligned. Worse, 

they also catalyzed an internal rift with Yugoslavia. Seeking to contain that rogue country 

with a further embargo, Stalin sponsored the establishment of a Moscow-based institution 

called the Comecon in January 1949, before abandoning the Comecon only eighteen 

months later due to internal discord and the outbreak of the Korean War. Nevertheless, 

barter-based trade between the socialist states grew at considerable rates, prompting a 

detente in the early 1950s. Stalin’s successors liberalized Soviet policies even further 

thereafter, rebooting the Comecon to resolve a balance of payments crisis in 1954. The 

rapid expansion of socialist foreign trade in subsequent years would eventually 

precipitate the building of Druzhba.
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3.3 Theorists Divide the Labor 

The idea of a uniquely socialist international division of labor, or what Kortunov 

promoted as the chief organizing principle of the Druzhba project, seems to have 

originated during the early 1950s in Moscow at the All-Union Foreign Trade Academy 

(VAVT). An elite institution with a Stalinist pedigree, VAVT provided advanced training 

to Party and state officials assigned to a variety of key positions within its parent 

institution, the Ministry of Foreign Trade USSR. It thus operated as a kind of 

clearinghouse of Soviet expertise, bringing together authorities in economics, 

international law, enterprise management, engineering, and foreign languages.497 Among 

the rotating faculty legal scholars seemingly held pride of place, tnone more so than 

Alexei Mikhailovich Smirnov and Nikolai Nikolaevich Lyubimov. Both members of 

Russia’s last pre-revolutionary generation, the two silver-haired men shared much in 

common, including classical training in the country’s top universities and distinguished 

careers in top government posts. The elder Smirnov, age seventy, boasted years of 

experience in international banking and a successful record as a policy advisor.498 
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Lyubimov also enjoyed direct access to the Kremlin, having served as a delegate to 

pivotal international conferences in the 1920s and translated the seminal work of John 

Maynard Keynes in the 1940s — purportedly at Stalin’s behest.499 Given such impressive 

resumes, it is little wonder that the duo became the first to articulate several foundational 

concepts of socialist foreign trade in a jointly-edited textbook published in 1954. 

Hyperconscious of the Cold War struggle, Smirnov and Lyubimov introduced the 

notion of an international division of labor to their students as a laudable byproduct of 

capitalism that was destined to be perfected by socialism. “As a result of capitalist 

development and the extension of global commerce to all countries of the world,” they 

explained, “… a mutual dependency between countries emerged. However, by the very 

nature of capitalism itself this historically progressive tendency toward the economic 

integration of territory and convergence of nations occurred in monstrously-antagonistic 

forms.”500 Chief among these forms was imperialism: the exploitation of lesser-

developed colonies as expendable sources of raw materials and captive markets for 

manufactured goods by industrialized empires. Such exploitation inevitably precipitated 

“economic backwardness, hegemony, and corrupted development,” or the very conditions 
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of socialist revolution.501 A “new” international division of labor within the socialist 

camp, therefore, aimed to reverse such injustices. The Soviet Union supplied the 

recently-established “countries of people’s democracy” with the raw materials and 

markets they needed to industrialize, while those people’s democracies in turn provided 

the Soviet Union with “a wide array of commodities” it needed to accelerate the building 

of communism.502 Socialist foreign trade, then, reflected no mere accident of war or 

geopolitics, but rather a deliberate and theoretically-informed response to a repressive 

mode of social organization. More important, it also represented a bright future. 

Smirnov and Lyubimov illustrated the formation of what they called the “new” 

international division of labor in condensed yet vivid summaries of Soviet foreign trade 

with ten other socialist countries, or what scholars today would call case studies. The case 

on Poland, for example, gushed with thick description. From 1948 through 1952, Poland 

imported “significant quantities of [Soviet] cotton, iron ore, non-ferrous metals and 

ferroalloys, oil products and stock for the production of synthetic fertilizers, chemicals, 

dyes, pharmacological agents, rubber, fats, tobacco, tea, valuable raw materials and 

manufactured goods, construction equipment and agricultural machines, machine tools 

and automobiles.”503 Meanwhile, the Soviet Union imported Polish “manufactured goods, 
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among them rolling stock, coal and coke, zinc, textiles, paper, glass, porcelain, metal and 

chemical wares, cement, forest products, and other commodities.”504 The exchanges 

ostensibly proved so lucrative, in fact, that the two countries agreed to expand them 

further in February 1954. In addition to the above, Poland had already begun importing 

Soviet wool, copper, and chrome ore. Likewise, the Soviet Union expected pending 

deliveries of Polish steel, steam locomotives, and fishing vessels, to name only some of 

the most notable goods.505 The case — more the rule than the exception — thus 

highlighted how a new international division of labor could power the growth of socialist 

economies at any given point in their development. It enabled a form of trade that was 

not only mutually beneficial, but also scalable. 

The ideas that Smirnov and Lyubimov sketched in abbreviated case studies found 

fuller expression only a year later in similar work published by a trio of their younger 

colleagues, all of whom taught perennially at VAVT as well. Representing the first true 

Soviet generation, along with a wider array of academic disciplines, commodity expert 

Mikhail Fedorovich Kovrizhnikh, economist Abram Borisovich Frumkin, and jurist 

Vladimir Sergeevich Pozdniakov lavished attention on what their Western counterparts 

called the law of comparative advantage, although they themselves never deployed the 

 

504 Smirnov and Lyubimov, Vneshniaia torgovlia SSSR, 241. 

505 Smirnov and Lyubimov, Vneshniaia torgovlia SSSR, 241. 
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term [srvanitelnoe preimyshchestvo].506 The most important theoretical contribution of 

classical political economist David Ricardo, this precept held that countries benefited 

most when they prioritized trading whatever they could produce best with their own 

resource endowments.507 Kovrizhnikh, Frumkin, and Pozdniakov agreed with the premise 

of specialization in part, but argued that socialism realized its benefits much more 

efficiently by eliminating market competition. “The socialist international division of 

labor enables each country to plan and develop their manufacturing capabilities not in 

isolation from one another, but in a coordinated manner [soglasovanno]…” they wrote.508 

“In these conditions, several people’s democracies… have set aside the task of creating 

all sectors of industry. Each of them is building only those sectors for which they possess 

the most favorable environments (raw materials and energy resources, infrastructure, 

workforce, etc.).”509 In other words, socialist states worked together to forge a vibrant 

multinational market among themselves, making any sort of profit-driven exploitation not 

just unnecessary, but obsolete. 

 

506 For an earlier textbook by Kovrizhnyikh, see M. F. Kovrizhnyikh, Tovarovedenie trikotazhnikh tovarov 
(Moscow: Gostorgizdat, 1939). For a biography of Frumkin, see “A. B. Frumkiny 85 let,” 
Vneshneekonomicheskii byulletin no. 12 (Dekabr) 2005, 79. For a biography of Pozdniakov, see 
“Pozdniakov Vladimir Sergeevich,” Vidnye uchenie-yurisy Rossii, vtoraia polivina XX veka: 
Entsiklopedicheskii slovar biografii, pod. red. V. M.  Syrykh (Moscow: RAP, 2006), 343-44. 

507 For an illuminating history of Ricardo’s influence on Soviet economic thought, see Denis Melnik, “The 
Diffusion of Ricardo’s Theories in Russia” in The Reception of David Ricardo in Continental Europe and 
Japan, eds. Gilbert Faccarello and Masashi Izumo (New York: Routledge), 202-207. 

508 M. F. Kovrizhnikh, A. B. Frumkin, and V. S. Pozdniakov, eds., Vneshnaia torgovlia stran narodnoi 
demokratii (Moscow: Vneshtorgizdat, 1955), 33. This excerpt is attributable to Kovrizhnikh and V. I. 
Zolotarev. 

509 Kovrizhnikh, Frumkin, and V. S. Pozdniakov, Vneshnaia torgovlia stran narodnoi demokratii, 34. 
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Building on the example of their forebears, Kovrizhnikh, Frumkin, and 

Pozdniakov explicated their own ideas of socialist comparative advantage in case studies 

the length of entire chapters. To take the case on Poland for comparison, they claimed 

that a veritable explosion in domestic coal output after World War II enabled the under-

developed country to create a new steel industry and restructure its balance of trade from 

top to bottom.510 Whereas foodstuffs had comprised almost 94 percent of Polish exports 

in pre-war years, myriad manufactured goods comprised 50 percent as of  1954.511 

Poland now exported a impressive catalog of rolled steel, agricultural machines, as well 

as rolling stock primarily to fellow socialist countries, and in turn relied on those 

countries to supply the variety of raw materials that those budding industries required. 

Indeed, the three scholars noted that 70 percent of Poland’s recent imports from the 

Soviet Union consisted of iron ore, obviously the most crucial feedstock for any steel 

industry.512 The subtle implication that Poland lacked its own sources of iron ore and had 

therefore become dependent on Soviet exports — very much a reality — ostensibly 

mattered little, however, because the Soviet Union imported large quantities of Polish 

sheet metal in return.513 Much like Smirnov and Lyubimov, then, the trio’s case 

 

510 Kovrizhnikh, Frumkin, and V. S. Pozdniakov, Vneshnaia torgovlia stran narodnoi demokratii, 118-19. 

511 Kovrizhnikh, Frumkin, and V. S. Pozdniakov, Vneshnaia torgovlia stran narodnoi demokratii, 124. 

512 Kovrizhnikh, Frumkin, and V. S. Pozdniakov, Vneshnaia torgovlia stran narodnoi demokratii, 129. 

513 For a contemporaneous analysis of the Polish steel industry by a Western scholar, see John Michael 
Montias, “The Polish Iron and Study Industry,” The American Slavic and Eastern European Review 16, no. 
3 (Oct. 1957): 301-22. 
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emphasized how socialism purportedly neutralized the risks of otherwise fraught 

interstate relationships by leveraging them as lucrative assets. 

Working concurrently if not in concert, these five scholars of VAVT theorized 

new principles of socialist foreign trade at the exact same time that ministerial 

bureaucrats began reorganizing how it was actually conducted in practice. Less than a 

year after Stalin’s death, the Ministry of Foreign Trade published a landmark work: a 

new classification system for goods traded abroad. A much-needed revision of a Stalinist 

invention, The Uniform Commodity Code of Foreign Trade (1954) employed a flexible 

system of numeric ciphers to organize an ever-expanding catalog of commercial wares.514 

It arranged these ciphers according to their number of digits, which signified either 

categories or formal designations depending on their positions. For instance, the cipher 

for the aggregate commodity group “Load-Carrying Equipment,” 13, preceded the cipher 

for the subgroup “Cranes,” 130, which preceded ciphers for the specific commodities 

“Overhead Electrical Cranes,” 13000 and 13001, and so on for up to six digits total.515 

Similarly, the code also employed standardized systems of weights and measures, listing 

output from steam boilers (11000) in tonnes of steam per hour, output from steam power 

plants (11009) in kilowatts, and cargo truck parts (19118) in kits, to give but a few 

 

514 MVT SSSR, Edinaia tovarnaia nomenklatura vneshnei torgovli, ed. V. T. Zoloev (Moscow: 
Vneshtorgizdat, 1954). For the original code, see L. L. Lifshits, Edinaia tovarnaia nomenklatura vneshnei 
torgovl SSSR, ed. D. D. Mishustinxs (Moscow: Vneshtorgizdat, 1936). 

515 For a useful description of the Code’s ciphers, see MVT SSSR, Vneshniaia torgovlia Soiuza SSR za 
1955-1959 gody: Statisticheskii sbornik (Moscow: Vneshtorgizdat, 1961), 8-9. 
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examples.516 Most important of all though, the code reflected investment priorities, listing 

heavy machinery before raw materials, raw materials before intermediate goods, and 

intermediate goods before foodstuffs. It thus enabled the creation of new annual 

statistical surveys that, while imprecise, signaled major shifts in Soviet trade policy. 

The first annual surveys of Soviet foreign trade published after World War II 

unequivocally revealed one facet of commercial relations within the socialist camp: that 

the Soviet Union predominated when it came to primary energy. Moreover, they also 

suggested that more abstract power dynamics within the socialist camp had recently 

begun shifting. Soviet crude oil exports grew by more than 50 percent between January 

1956 and December 1957; yet strangely, only one country saw a disproportionate 

increase in imports over the same period, Hungary (see Figure 28 above).517 Stranger 

still, concurrent exports of Hungarian machinery to the Soviet Union increased only 

slightly (see Figure 27). Indeed, the imbalance seemed to have no reasonable economic 

explanation, even by Soviet standards, only a political one. On 23 October 1956, long-

simmering discontent in Hungary finally boiled over into a popular uprising, the first 

under Communist Party rule anywhere. In response, Hungarian Party leaders reinstated 

Imre Nagy, a reformist politician, as their country’s premier. Nagy promised the rebels a 

 

516 See MVT SSSR, Vneshniaia torgovlia Soiuza SSR za 1956 god: Statisticheskii sbornik (Moscow: 
Vneshtorgizdat, 1958), 6, 15, 23. 

517 MVT SSSR, Vneshniaia torgovlia Soiuza SSR za 1956 god, 15; and MVT SSSR, Vneshniaia torgovlia 
Soiuza SSR za 1958 god: Statisticheskii sbornik (Moscow: Vneshtorgizdat, 1959), 16. 
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slate of liberal reforms including the permanent withdrawal of Hungary from the Warsaw 

Pact, a recently-formalized military complement to the Comecon, but in doing so 

incurred the wrath of Moscow.518 A mere twelve days later, Soviet tank columns rolled 

into Budapest and crushed the uprising flat.519 Hungary’s subsequent increase in imports 

of Soviet oil, therefore, represented quite literally a “crude” diplomatic overture on the 

part of the Kremlin. Indeed, the Kremlin began subsidizing Eastern Europe for its 

allegiance thereafter, using crude oil as the currency.520 

Ironically, the trade surveys also indicated that the Soviet Union’s predominance 

in the socialist energy sector hung by a proverbial thread — or rather, by a rail. Shortly 

after the failed Hungarian revolt, the Soviet Union began importing fleets of new railroad 

tank cars from Yugoslavia: three hundred units in 1958, three hundred sixty in 1959, and 

six hundred fifty-five in 1960.521 The purchases represented a nearly two-fold increase in 

those made during the previous three years from none other than Hungary.522 And 

 

518 For an illuminating analysis of the Hungarian Revolution in general and Nagy’s role in particular, see 
Charles Gate, Failed Illusions: Moscow, Washington, Budapest, and the 1956 Hungarian Revolt 
(Washington, D.C./Stanford, CA: Stanford University Press, 2006), esp. ch. 5. 

519 For a detailed examination of the invasion, see Soviet Military Intervention in Hungary, 1956, eds. Jenő 
Györkei and Miklós Horváth (New York: Central European University Press, 1999). 

520 Stone, Satellites and Commissars, 30-39. 

521 The Soviet cipher for railroad tank cars during this period was 19017. See MVT SSSR, Vneshniaia 
torgovlia Soiuza SSR za 1959 god: Statisticheskii obzor (Moscow: Vneshtorgizdat, 1959), 118; and MVT 
SSSR, Vneshniaia torgovlia Soiuza SSR za 1960 god: Statisticheskii obzor (Moscow: Vneshtorgizdat, 
1961), 141. Note that these surveys always covered the titular year as well as the preceding one for 
comparison. 

522 Hungary had exported three hundred fifty-four railroad tanks cars to the Soviet Union from 1955 
through 1957. See MVT SSSR, Vneshniaia torgovlia Soiuza SSR za 1956 god, 56; and MVT SSSR, 
Vneshniaia torgovlia Soiuza SSR za 1958 god, 58. 
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although the surveys never specified exactly which types of tank cars Yugoslavia 

delivered, a separate, contemporaneous survey of the Soviet transportation sector 

provided important clues. Indeed, Transport and Communication USSR (1957) showed 

that the average daily amount of oil and oil products carried on Soviet railroads had more 

than doubled between 1950 and 1956, an exceptional increase, as Table 5 below 

illustrates.523 The same survey also showed that the total amount of freight carried on the 

Soviet railroad network had increased by more than two thirds over the same period, but 

that the network itself had increased by only 3 percent in total operational length.524 

Taken together, all this statistical data appeared to show that the Soviet Union not only 

relied almost exclusively on its railroads to export crude oil, but also that its railroads had 

already exceeded maximum capacity. Put another way, they showed that Soviet leaders 

needed new infrastructure if they wished to continue subsidizing Eastern Europe with 

energy, and needed it soon.525 

  

 

523 TsSU, Transport i sviaz SSSR: Statisticheskii sbornik (Moscow: Gosstatizdat, 1957), 46. 

524 TsSU, Transport i sviaz SSSR, 30, 32. 

525 Soviet scholars consistently emphasized the pivotal role of concerns of railroad transport played in the 
decision to build Druzhba in contemporaneous and retrospective analyses. See for example M. 
Zabolotnikov, “Nefteprovod ‘Druzhba’,” Vneshnaia torgovliia 41, no. 8 (August 1961): 10-11. 
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Table 5: Average daily shipments of essential cargo on Soviet railroads (thousand 
railcars), 1950-1956526 

Year Coal Coke 
Oil & Oil 
Products 

Ferrous 
Metal Ores Timber Grain 

Flour & 
Cereals 

1950 26.1 1.6 10.7 4 4.4 10.5 3.9 1.4 
1951 27 18 12 4.5 5.1 11.1 4 1.6 
1952 28.4 2 13.8 4.9 5.9 11.8 3.9 1.7 
1953 29.8 2.2 15.7 5.4 6.4 12.1 4.1 1.9 
1954 31.6 2.4 17.8 5.6 6.8 12 4.6 2 
1955 33.8 2.6 19.8 5.9 7.3 12.8 4.8 2 
1956 36.1 2.7 22.2 6.1 7.7 12.5 5.7 2 

% Increase 38.3% 68.8% 107.5% 52.5% 75.0% 19.0% 46.2% 42.9% 
 

Well aware of the situation, Soviet planners apparently began exploring how best 

to scale-up crude oil exports to Eastern Europe even before top policymakers made 

formal inquiries. When V. A. Kalamkarov, the same official who orchestrated the 

development of Romashkino, received a request from Gosplan’s chairman to examine the 

possibility of increasing exports to Czechoslovakia, which hosted socialist camp’s most 

advanced machine building industry, he responded quickly with a detailed plan. Indeed, 

Kalamkarov’s memorandum of 9 August 1957 marked the birth of the Druzhba pipeline. 

While crude oil yielded fewer returns compared to refined oil products, Kalamkarov 

explained, exporting more of it nevertheless made good economic sense thanks to 

increasing rates of production, “bearing in mind receipt in exchange of other raw 

materials or machinery that improves fuel economy significantly like diesel or electric 

 

526 TsSU, Transport i sviaz SSSR, 46. 
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locomotives.”527 The only problem, he insisted, lay in transportation. “Extraordinary 

congestion” would prevent the use of the railroads “in any significant way.”528 Moreover, 

the costs of rail transport so exceeded the costs of production that they would make the 

whole business unprofitable. Therefore, “a high-capacity transcontinental pipeline from 

production sites in Tatarstan and [neighboring] Kuibyshev province to the western 

border” offered the only practicable solution.529 Such a pipeline could be extended into 

multiple people’s democracies, not just Czechoslovakia, and generate savings of 1.3 

billion rubles per year. Leaders would have to make a decision soon, however, since 

demand for crude was growing, and the project would take at least three years to 

complete.530 

Kalamkarov fortuitously submitted his proposal to build the first trans-European 

oil pipeline at a time when Soviet institutions seemed most capable of meeting such a 

challenge. Despite the recent launch of Khrushchev’s economic reforms, which 

liquidated most all-union ministries, the newly-created agency Glavgaz still functioned 

on the all-union level thanks to the persistent advocacy of its creator, N. K. Baibakov.531 

 

527 RGAE f. 4372, op. 76, d. 207, l. 22. I am extremely grateful to V. L. Nekrasov for providing me with a 
copy of this document. 

528 RGAE f. 4372, op. 76, d. 207, l. 22. 

529 RGAE f. 4372, op. 76, d. 207, l. 22. 

530 RGAE f. 4372, op. 76, d. 207, l. 23. 

531 Baibakov describes the Khrushchev’s decision to preserve Glavgaz in some detail in his memoirs. See 
Sorok let, 71. 
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Moreover, Glavgaz’s first director, A. T. Shmarev, the former head of Tatneft, had just 

doubled the Soviet Union’s annual output of natural gas, not to mention embarked on 

ambitious infrastructure projects, despite severe shortages.532 Recent projects included a 

multi-strand pipeline from the North Caucasian city of Stavropol to Moscow, finished in 

1956, and an eight-hundred-fifty-kilometer-long pipeline from Kazan to Gorky, formerly 

Nizhnii Novgorod, slated to be finished within months.533 No less important, the 

Comecon had found its organizational footing through the formation of a dozen new 

standing commissions. Products of the Seventh Session of the institution’s Assembly, 

these commissions brought together experts from across member states to spearhead 

integration efforts within key industries, including oil and gas.534 Soviet leaders thus had 

the exact sort of institutional framework needed to realize Kalamkarov’s proposal already 

at their fingertips, namely: a centralized construction outfit with a proven track record, 

and an industry-specific forum with an international reach. They lacked only one thing: a 

competent project manager — a problem that, as circumstance would have it, they could 

remedy with ease. 

 

532 For the increase in natural gas production, see Tsentralnoe statisticheskoe upravlenie, TsSU, Narodnoe 
khoziastvo SSSR v 1958 g.: Statisticheskii sbornik (Moscow: Gosstatizdat, 1959), 200. 

533 Bailabov, Sorok let, 71. Notably, Glavgaz proved so effective that five officials petitioned the Central 
Committee of the Communist Party to create a union-republic level analog for Soviet Russia called 
Rosglavgaz in December 1958. See RGASPI, f. 556, op. 21, d. 146, ll. 70-80. 

534 For the creation of the standing commissions, see Giuseppe Schiavone, The Institutions of Comecon 
(New York: Holmes & Meier, Inc., 1981), 106-7. 
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A former colleague of Kalamkarov, A. K. Kortunov became the second director 

of Glavgaz immediately after his predecessor left to lead Khrushchev’s new Regional 

Economic Council in Tatarstan in June 1957. Along with Baibakov’s patronage, 

Kortunov boasted what historian Per Högselius has rightly called “an extraordinary 

portfolio of competencies,” including an heroic record in military engineering, 

considerable experience in ministerial administration, and even the Order of Lenin, the 

highest civilian decoration in the Soviet Union.535 Indeed, he soon embraced the position. 

Inspired by the successful launch of the Sputnik satellite the following November, 

Kortunov developed an ambitious agenda that included overtaking the U.S. in natural gas 

production and building a “unified high-capacity system” to deliver natural gas to all 

major Soviet cities.536 The new director thus welcomed the opportunity to build 

Kalamkarov’s proposed pipeline regardless of whether it carried oil because it provided 

an opportunity to prove the feasibility of his agenda. Indeed, as if anticipating events to 

come, he travelled halfway around the world to Canada in September 1958 to observe the 

construction of TransCanada, an analogous pipeline slated to span more than three and a 

half thousand kilometers between the cities of Regina and Montreal.537 He thus became 

 

535 Högselius, Red Gas, 16. 

536 Högselius, Red Gas, 17-19. 

537 See A. K. Kortunov, ed., Gazovaia magistral Kanady: Stroitelstvo i ekspulatatsiia, (Moscow: 
Gostoptekhizdat, 1960), 3-4. 
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acquainted with the very state of the art in transcontinental pipelines within less than 

eighteen months on the job, knowledge that he soon put to practical use. 

Kortunov leveraged both Glavgaz’s power as an all-union agency and the 

Comecon’s new organizational structure to secure approval for Kalamkarov’s pipeline 

within a remarkably brief period. Shortly after the director returned from Canada, the 

Comecon’s Standing Commission on Oil and Gas prepared a proposal for a pipeline 

consisting of a large-diameter trunkline in Soviet territory and two smaller-diameter 

branches in Czechoslovakia and Hungary as well as Poland and East Germany — or 

exactly what Kalamkarov had advised. And just a few weeks later, on 13 December 

1958, the Tenth Session of the Comecon’s Assembly approved the project, entrusting the 

Commission to delegate the task of overseeing it to a team of experts.538 Designated 

Working Group #44, that team convened nine times over the course of the following year 

in Warsaw, Prague, Leipzig, and Budapest to formulate recommendations on pressing 

logistical issues. The full Commission likewise convened seven times over the same 

period to review those recommendations, and ultimately selected Giprotruboprovod, a 

Soviet design bureau under Glavgaz, to prepare architectural drawings in concert with 

analogs from each of the four participating Eastern European countries.539 More 

 

538 See N. D. Mozharov, “Istoricheskie ocherki: Nefteprovod ‘Druzhba’,” Voprosy istorii 48, no. 3 (mar. 
1973): 117. 

539 RGAE f. 279, op. 2s, d. 111, l. 18. Giprotruboprovod remains a going concern today. For a brief history 
of the enterprise in Russian, see  “OAO ‘Giprotruboprovod’ — 70 let!” Veterany: Iz istorii razvitiia 
neftianoi i razovoi promyshlennosti. Vyp. 22. (Moscow: ZAO Izd. Neftianoe khoziaistvo, 2009), 5-6. 
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important, the Commission also began devising a series of technical standards to ensure 

that the pipeline would function as a single, unified whole. Kortunov quickly discovered 

that implementing those standards presented a challenge all its own, however. To do so, 

he would first have to find solutions to long-standing production problems that had 

rapidly assumed continental proportions. 

Shorty after Kortunov got the green light, Soviet leaders called the Glavgaz 

head’s attention to the myriad obstacles blocking the development of the Soviet Union’s 

own oil pipeline network. On 3 June 1959, the chief of the Central Statistical 

Administration’s Russian branch submitted a detailed memorandum on Russia’s oil 

pipeline network to the Communist Party’s Central Committee.540 Making explicit 

comparisons with the United States, the statistician emphasized three deficiencies in 

particular, including problems with the manufacture of pumping stations, reservoirs, and 

especially large-diameter line pipe.541 Such deficiencies, he argued, not only diverted 

excessive freight traffic to crowded railroad and river routes, but also slowed the Soviet 

Union’s overall economic growth by keeping the costs of oil transport unnecessarily 

high.542 Following the chief’s recommendation, the Central Committee mandated the 

Glavgaz head to resolve the problems post haste two months later.543 And just to make 

 

540 This official was Boris Timofeevich Kolpakov. 

541 RGASPI f. 556, op. 21, d. 236, l. 7. 

542 RGASPI f. 556, op. 21, d. 236, l. 7. 

543 RGASPI f. 556, op. 21, d. 236, l. 9. 
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sure Kortunov got the message loud and clear, the Council of Ministers ordered him to 

join a commission investigating Soviet line pipe production the very next day.544 The 

Commission ultimately brought home a simple message: Soviet metallurgy was at 

present incapable of producing the kind of strong yet thin-walled pipe that Glavgaz 

needed.545 In the short term at least, Kortunov would have to find alternatives. 

Fortunately, by the time Kortunov began organizing the trans-European pipeline 

project, the concept of an international socialist division of labor had become, if not 

official Party doctrine, very much mainstream. Nothing attested to this fact better than the 

recent work of Boris Dmitrievich Zotov, one of Lyubimov’s former students, which was 

published in 1958 by arguably the most esteemed institution in the Soviet Union, the 

Academy of Sciences USSR.546 Investigating the role of foreign trade in planned 

economies, Zotov argued that exports drove the increasing interdependencies among 

socialist countries. “The commodity export structure of the European people’s 

democracies reflect their specialization in the system of the international socialist 

division of labor to a clear extent,” he declared.547 “It is possible to gauge how socialist 

countries realize the principles of mutual support and mutual aid in practice by tracking 

 

544 GA RF f. R-5446, op. 94, d. 496, ll. 1-2. 

545 GA RF f. R-5446, op. 94, d. 496, l. 3. 

546 For a summary of Zotov’s dissertation, see V. D. Zotov, “Ekonomicheskaia sotrudnichestvo i 
evropeiskikh stran narodnoi demokratii (Author’s abstract, Candidate of Science diss., Institute of the 
Economy, Academy of Sciences USSR, 1953). 

547 Zotov, Vneshniaia torgovlia Evropeiskikh stran narodnoi demokratii, ed. M. F. Kovrizhnikh (Moscow: 
Vneshtorgizdat, 1961), 159. 
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particular shipments [of goods]…”548 Zotov coupled this argument with policy 

prescription, arguing that countries should structure their exports not only according to 

national prices, but also international ones. Thus if a country expended more labor than 

the global average to refine a raw material into a manufactured good, then it should 

export that raw material, rather than engage in processing; by contrast, if its labor costs 

were comparatively low, it should focus on processing/manufacturing for export.549 The 

implications for Kortunov were clear. To complete the pipeline efficiently, he should 

leverage the manufacturing capabilities that the participating countries already possessed. 

Put more simply, he should just play to existing strengths. 

Indeed, the Ministry of Foreign Trade USSR’s latest surveys seemed to indicate 

that Soviet policymakers had already begun to encourage industrial specialization among 

socialist countries, or at least aspired to do so. Drawing on three surveys, Figure 29 

compares Soviet imports from three high-priority commodity subgroups in billions of 

dollars from 1955 through 1959.550 The first subgroup (110) included boilers, turbines, as 

well as traction engines; the second (190) all manner of railroad vehicles, and; the third 

(192) everything from fishing vessels to salvage apparatus. Aside from such high degrees 

of aggregation, which obscured commodity-level specialization among exporting 

 

548 Zotov, Vneshniaia torgovlia Evropeiskikh stran narodnoi demokratii, 159. 

549 Zotov, Vneshniaia torgovlia Evropeiskikh stran narodnoi demokratii, 169-70. 

550 See MVT SSSR. Vneshniaia torgovlia SSSR za 1956 god; MVT SSSR, Vneshniaia torgovlia SSSR za 
1958 god: Statisticheskii obzor; and MVT SSSR, Vneshniaia torgovlia SSSR za 1959 god. 
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countries, the numbers are inherently problematic because they are derived from ruble 

prices. In Soviet barter trade with Eastern Europe, economic planners set the ruble price 

of goods arbitrarily rather than according to any official exchange rates, using global 

market prices only as guides. Moreover, they often set prices for Eastern European 

manufactures too high given their quality, which generally fell below most international 

standards.551 All the same, the numbers reflect, if nothing else, important policy goals 

that merit attention. Viewed holistically, they support the conclusion that Soviet leaders 

sought to use foreign trade to shape Eastern European industry as they saw fit. They 

bolstered manufacturing capacity in some instances like the case of rolling stock 

production in Czechoslovakia, reduced it in others like the case of power-generating 

equipment production in Hungary, and also distributed it more evenly like in the case of 

shipbuilding. Whether they strove to realize any grand design in the process cannot be 

readily discerned

 

551 For a useful analysis of these issues, see Paul Marer, Soviet and Eastern European Foreign Trade 1946-
1969 (Bloomington, IN: Indiana University Press, 1972), 342-346. See also Oscar Sanchez-Sibony, “Red 
Globalization: The Political Economy of Soviet Foreign Relations in the 1950s and 60s” (PhD diss., 
University of Chicago, 2009), 99n10. 



 

 

 

Figure 29: Soviet Imports of High-Priority Commodities, 1955-1959
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Real or imagined, the international socialist division of labor became a stated goal 

of the trans-European pipeline as well as the Comecon itself before the end of the 1950s 

— and at almost the exact same time. On December 14, 1959 in the Bulgarian capital of 

Sofia, the Twelfth Session of the Assembly adopted the Comecon’s first charter, formally 

enshrining the concept in the document’s third article.552 Just four days later in Moscow, 

representatives from all five participating countries did likewise in two trilateral 

agreements about the pipeline project. Representatives from East Germany, Poland, and 

the Soviet Union signed the first agreement, those from Hungary, Czechoslovakia, and 

the Soviet Union the second. Both specified the same key points. First, each country 

would build those portions of the pipeline that crossed its territory with its own resources 

under the technical supervision of the Soviet Union. Second, each country would also 

simultaneously contribute to a shared pool of construction materials according to its 

existing manufacturing capabilities. Third, to reflect all of the above, the pipeline would 

be given a name: “Friendship.”553 Given the recent formalization of the Comecon’s 

charter, the gesture seemed genuine. Indeed, as if to confirm Soviet goodwill, Kortunov 

ensured that a reporter from TASS was on hand to photograph the signing. The results, 

seemingly candid, are reproduced below as Figure 30.554 

 

552 Schiavone, The Institutions of Comecon (1981), 108, 176. 
553 Mozharov, “Istoricheskie ocherki” (1973), 119. 
554 RGAKFD no. 1-54873. Photographer: A. Porter/TASS. 
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Thus, respected Soviet legal scholars developed the concept of a socialist 

international division of labor at an elite training academy in Moscow either during or 

shortly after the final days of Stalin’s reign. Writing in the context of the Cold War, they 

argued that a “new” division of labor among the world’s socialist countries would reverse 

the injustices of capitalism by accelerating the industrialization of previously exploited 

countries. A trio of younger scholars at the same institution began elaborating on related 

concepts around the same time. Engaging Marx’s interlocutors, these scholars argued that 

such a division of labor would render for-profit competition obsolete and produce highly 

specialized national industries efficiently. Their theoretical work complemented certain 

practical measures that ministerial bureaucrats had recently begun taking to reorganize 

Soviet foreign trade, not least the compilation of new trade surveys. These new surveys 

indicated that Soviet leaders had already started using their country’s own specialty, 

primary energy, to subsidize Eastern European states for their political allegiance; and 

that this new policy had stressed their country’s railroad network to its physical limit. To 

resolve the issue, a Soviet planning official proposed building what became the Druzhba 

pipeline in summer 1957 — a time when new institutions had recently come into their 

own, including Glavgaz. The second director of Glavgaz, A. K. Kortunov, secured 

approval the pipeline project in 1958, just as the division of labor concept became 

commonly accepted among his colleagues. Kortunov moved quickly to leverage this idea 

to make Druzhba a mechanism of physically recalibrating economic and material flows 

across Eastern Europe.
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Figure 30: Signing of a trilaterial agreement between the Soviet Union, East 
Germany, and Poland to build Druzhba, Moscow, December 18, 1959  

 

P. A. Maletin (standing center), Deputy Chairman of Committee on Foreign 
Economic Relations USSR, joins K. Gregor of East Germany (seated left) and K. Žemaitis 

of Poland (seated right). 

3.4. A Soviet Entrepreneur Seizes an Opportunity 

The formalization of agreements to build Druzhba in December 1959 catapulted 

Kortunov into the treacherous morass of Communist Party politics almost overnight. Just 

three months after the ink on the agreements had dried, Semen Denisovich Ignatev, the 

First Secretary of Tatarstan’s Communist Party, dispatched a strongly worded letter to the 

Central Committee in which he requested that construction of Druzhba on his homeland 
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be initiated before the year was out. Ignatev argued that while Giprotruboprovod had 

designated both Tatarstan and Kuibyshev province as sources of supply, only Tatarstan 

could provide what importing refineries needed: large quantities of a single type of crude. 

“In none other than the Romashkino oilfield, partially prepared for industrial 

development,” he declared, “do [reserves] measure 1,705 million tons…”555 Immediately 

sensing a power play, the Central Committee responded with a memo from economic 

planners confirming that reserves in the two provinces were “approximately identical,” a 

boldfaced lie.556 Nine months later, the Committee accused Ignatev of “national narrow-

mindedness” and removed him from his post for “seriously failing health,” another 

fabrication.557 Given Ignatev’s status — he had served as a minister under Stalin and 

recently been nominated for promotion to the union-republic level — Kortunov could not 

have but known of the incident. It served as a stark reminder of the future that awaited 

him should he overstep his bounds. 

In addition to an unfamiliar sort of political minefield, Druzhba also presented 

Kortunov with technical challenges the likes of which few system builders anywhere had 

ever encountered in pipeline construction. He tackled these challenges alongside other 

 

555 RGASPI f. 556, op. 21, d. 311, l. 18. An unsigned copy of the same letter can be found in Tatarstan’s 
archives. See TsGA IPD RT f. 15, op. 6, d. 5940, ll. 30-31. 
556 RGASPI f. 556, op. 21, d. 311, l. 20. 
557 Ignatev had already earned the ire of Soviet leaders for campaigning to keep Tatar-language schools 
open. For a detailed analysis of Ignatev’s short term as Tatarstan’s First Secretary, see B. F. Sultanbekov, 
Semen Ignatev: Svet i ten biografía stalinskogo ministra (Kazan: Cheter, 2012), 113-43. 
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ranking members of Working Group #44, often delegating the investigation of pressing 

issues to experts within his own agency. In August 1960, Kortunov’s deputy dispatched 

one such expert to determine whether Czechoslovakia’s advanced machine building 

industry could successfully fabricate parts of Druzhba’s high-capacity trunkline, which 

was slated to shatter world records for size.558 The envoy concluded that certain factories 

could indeed fabricate the most critical components, but lacked the capacity to 

manufacture certain electronics.559 Similarly, the following December, Kalamkarov 

ordered leading Soviet engineers to prepare a comprehensive report on the whole suite of 

new technology that building Druzhba would require.560 The task fell to two of the most 

senior engineers, Vasilii Stepanovich Turkin, the director VNIIST, and M. S. Svatikov, 

the director of Giprotruboprovod.561 Together, Turkin and Svatikov complemented the 

envoy’s findings, specifying thinner pipe stock, stronger pumps, larger valves, improved 

construction techniques, and finally enhanced control apparatus all as crucial to making 

 

558 That authority was Grania Setrakovich Lopoian, an expert on engines used in oil production. For 
Lopoian’s work, see  G. S. Lopoian and A. A. Ravkind, Stationarnyi dvigateli vnutrennego sgoraniia v 
neftianoi promyshlennosti (M., L.: Gostoptekhizdat, 1954). For Lopoian’s assignment to Czechoslovakia, 
see RGAE f. 279, op. 1, d. 1055, ll. 19-20. 
559 RGAE f. 279, op. 1, d. 1055, l. 6. 
560 RGAE f. 279, op. 1, d. 1315, l. 42. 
561 For the order to Turkin and Svatikov, see RGAE f. 279, op. 1, d. 1315, l. 43. For Turkin’s earlier work 
on pipeline construction, see Industrializatsiia stroiltelstva sooruzhenii truboprovodnogo transporta: 
Materialy V sessii Akademii stroitelstva i arkhitekturi SSSR po voprosam industrializatsii stroitelstva 
(Moscow: Gostroiizdat, 1959). For similar work by Svatikov, see Organizatsiia i tekhnologia stroitelstva 
truboprovodov bolshikh diametrov: Materialy Vsesoiuznoe soveshchanie po transportnomu stroitelstvu 
(Moscow: n. p., 1959). 
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Druzhba a reality.562 To Kortunov, these five technical deficiencies represented the most 

important “reverse salients” for which he had to find complementary solutions using the 

principles of the international socialist division of labor. 

The architects of Giprotruboprovod brought the full complexity of Druzhba into 

sharp relief when they finalized drafts of the pipeline’s master plans over the course of 

1960 and early 1961. They designed an integrated network of arteries connecting six 

Eastern European refineries and spanning a total distance of four thousand six hundred 

sixty-eight kilometers. They placed about three thousand kilometers of pipe in Soviet 

Russia, Belarus, and Ukraine, eight hundred in Czechoslovakia, six hundred fifty in 

Poland, one hundred eighty in Hungary, as well as twenty-seven in East Germany.563 

They also divided these enormous columns of steel into fourteen distinct segments. The 

largest, the trunkline, which was to lay between the cities of Kuibyshev and Unecha, 

measured one thousand two hundred seventy-five kilometers in length and one thousand 

twenty millimeters in diameter — almost 25 percent wider than the widest then in use 

globally. By contrast, the shortest segment, a feeder line between the Slovak city of Šahy 

 

562 Following orders, Turkin and Sviatikov produced an outline of their report for the Glavgaz leadership in 
early February 1961. See RGAE f. 279, op. 1, d. 1315, ll. 31-41. For the final report, see RGAE f. 279, op. 
1, d. 1318, ll. 62-88. 
563 These details are derived from a secret debriefing on Druzhba’s construction composed by N. K. 
Baibakov for the Commission on Questions of Mutual Economic Aid, All-Union Council of the National 
Economy USSR and dated 16 June 1964. See RGAE f. 279, op. 2s, d. 111, l. 20. The original master plans 
are preserved in the Russian State Archive of Scientific Technical Documentation in Moscow and may be 
viewed but not copied by foreign researchers as of February 2017. See for example RGANTD f. R-316, op. 
4.4, d. 1. 
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and the Hungarian border, measured ten kilometers in length and four hundred eighteen 

millimeters in diameter.564 The architects ensured that each would function as intended 

regardless of size by interspersing them with pumps and reservoirs to maintain 

continuous pressure.565 They placed one hundred seventy-three pumps and eighty-four 

reservoirs on Soviet territory alone.566 Figure 31 below superimposes a digital rendering 

of the segments on a contemporary map of Eastern Europe to give a sense of their 

relationships.567 Altogether, they represented the largest pipeline network by any metric 

anywhere in the world.

 

564 RGAE f. 279, op. 2s, d. 111, l. 21. 
565 This was known as a “station-to-station” design. 
566 V. A. Volkov, “Magistral druzhby zavershena,” Stroiltelstvo truboprovodov 9, no. 12 (dekabr 1964): 4. 
567 RGAE f. 279, op. 2s, d. 111, l. 44. 



 

 

 

Figure 31: Map of the Druzhba oil pipeline’s right-of-way, November 1964 
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To build such a complex system, Kortunov would have to coordinate the work of 

a constellation of organizations ranging from singular international fora to ordinary local 

enterprises. Alongside Working Group #44 and Glavgaz, centralized institutions like 

Gosplan’s Oil and Gas Division would aggregate information as well as supervise 

decision-making. General contractors like Giprotruboprovod and VNIIST would 

sharpshoot technical issues. Major factories the metallurgical plant Rohrwerke Bitterfeld 

near Leipzig would produce construction materials, while specialized import/export firms 

like Stroiexport in Prague would deliver them to their destinations. Not least, 

multidivisional construction outfits like Tatnefteprovodstroi would physically install 

hardware on site.568 Table 6 reproduces information on eight such outfits included in a 

secret debriefing composed by N. K. Baibakov in summer 1964, just before Druzhba 

became fully operational. Nikolai Dmitrievich Mozharov, a Soviet economist, named at 

least six more in a retrospective analysis published about a decade later.569 Communist 

Party organs would shadow every entity involved in construction, serving as institutional 

watchdogs, though some could also contribute to the project directly. The Komsomol in 

particular had the power to mobilize veritable armies of young workers if called upon, a 

most useful asset. To resolve other coordination issues, Kortunov delegated managerial 

authority to subordinates, a necessity that ultimately expedited construction.

 

568 Correspondence from all these various organizations abound in Glavgaz’s archive. For representative 
material from Giprotruboprovod, see RGAE f. 279, op. 1, d. 1315, ll. 16-17. For the same from Gosplan, 
see RGAE 279, op. 1, d. 1316, l. 4. 
569 Mozharov, “Istoricheskie ocherki,” 121. 



 

 

Table 6: Firms involved in Druzhba’s construction on Soviet Territory, 1961-1964570 

# Segment Diameter (mm) Length 
(km) 

General Contractor Subcontractors 

     
Excavation Installation 

1 Almetevsk-Kuibyshev 820 88 Tatnefteprovodstroi Soiuzprovodmekhanizatsiia Nefteprovodmontazh 

185 Vostoknefteprovodstroi “” “” 

2 Kuibyshev-Unecha 1020 123 Vostoknefteprovodstroi Soiuzprovodmekhanizatsiia Sverochno-montazhnyi trest 

277 Tatnefteprovodstroi “” “” 

176 “” “” “” 

100 Mosgazprovodstroi “” “” 

417 Shchekingazstroi “” “” 

182 Mosgazprovodstroi “” “” 

3 Unecha-Mozyr 820 181 Shchekingazstroi “” “” 

108 Ukrgazneftestroi Ukrgazneftestroi Ukrgazneftestroi 

4 Mozyr-Brody 401 401 “” “” “” 

5 Brody-Uzhgorod 325 325 “” “” “” 

6 Mozyr-Brest *630 247 “” “” “” 

194 Mosgazprovodstroi Soiuzprovodmekhanizatsiia Sverochno-montazhnyi trest 

 

570 RGAE f. 279, op. 2s, d. 111, ll. 32-33. 

239 



 

240 

Despite confronting seemingly endless red tape, Kortunov leveraged the 

economic power at his disposal by building Druzhba in sections. He began with a 

segment that ran southwest across Soviet Ukraine to the Czechoslovak border, initiating 

survey work in January 1960, six months before all its architectural drawings were 

finalized.571 The segment, which spanned some three hundred twenty-five kilometers 

between the cities of Brody and Uzhgorod, appealed to Kortunov as a starting point for 

purely logistical reasons.572 First and foremost, Czechoslovak firms had already begun 

building an adjacent one between Uzhgorod and Šahy, which offered an opportunity to 

create a cross-border pipeline that could replace fleets of oil trains once complete.573 

Second, the segment would be made of a standard-size line pipe that could be easily 

manufactured.574 Third, it crossed the most difficult terrain encountered along Druzhba’s 

entire right-of-way: the heavily-forested Carpathian Mountains.575 A portrait of a 

construction site near Brody reproduced below as Figure 32 shows just how formidable 

those mountains could be — and just as its creator, a Soviet photojournalist, certainly 

intended.576 Indeed, Glavgaz officials soon made a hobby of tallying all the “natural and 

 

571 Glavgaz apparently confirmed the drawings on June 24, 1960. See RGAE f. 279, op. 1, d. 1318, l. 116. 
572 For the segment’s dimensions, see RGAE f. 279, op. 2s, d. 111, l. 21. 
573 For the need to relieve railroad congestion, see M. Zabolotnikov, “Nefteprovod ‘Druzhba’,” 10. 
574 This was line pipe of five hundred twenty-nine millimeters in diameter. See RGAE f. 279, op. 2s, d. 111, 
l. 21. Turkin and Svatikov discuss the type of line pipe used most frequently in the Soviet Union in detail. 
See RGAE f. 279, op. 1, d. 1318, l. 65ob. 
575 Mozharov “Istoricheskie ocherki,” 120. Working Group #44 prepared a detailed debriefing on the 
building of the Brody-Uzhgorod-Šahy section while Druzhba was still under construction in 1962. See 
RGAE f. 279, op. 1, d. 1624, l. 28. 
576 RGAKFD no. 0-262996. Photographer: V. Noskov. 
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artificial obstacles” that Druzhba’s various segments either traversed, circumvented, or in 

the case of large rivers, quite literally transcended.577 Table 7 reproduces one such tally 

that Baibakov included in the same debriefing mentioned above, which promoted 

Druzhba as a feat technical prowess. 

 

Figure 32: Construction of the Brody-Uzhgorod segment in the Carpathians, 
Ukrainian SSR, August 1961 

 

577 For Soviet press coverage of the challenges that the land presented, see “Cherez reki, gory i doliny," 
Pravda no. 334 (15458), November 29, 1960, 4. 
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Table 7: Natural and artificial obstacles along Druzhba’s right-of-way on Soviet 
territory (kilometers), 1964578 

Segment Rivers Marshland Forest Land Railroads Roads 
Almetevsk-Kuibyshev 4 1 27 4 11 

Kuibyshev-Mozyr 23 55 305 23 60 
Mozyr-Brest 6 35 59 4 33 

Mozyr-Uzgorod 12 53 201 20 50 
Total 45 144 592 56 154 

 
A total of nine Soviet firms participated in the construction of the Brody-

Uzhgorod segment, a complicated arrangement that prompted Kortunov to raise the 

stakes to incentivize cooperation.579 When several firms began falling behind 

construction targets in the early weeks of 1961, Kortunov formulated the challenge of 

completing the Brody-Uzhgorod segment in time for the Twenty-Second Congress of the 

Soviet Union’s Communist Party in mid-October. He issued it in a formal decree on 22 

February 1961.580 Izvestiia, a Soviet newspaper of record, ran a front page article on 

Druzhba only two days later; and Kortunov himself convened a press conference to 

announce the pipeline to the world the very next week.581 As a result of such lobbying, 

the Brody-Uzhgorod segment became the closest thing to a media sensation that the 

 

578 RGAE f. 279, op. 2s, d. 111, l. 22. 
579 The organizations included Giprotruboprovod’s Kiev branch, one enterprise under the all-union trust 
Orgmontazhenergogaz, another under the all-union Specialized Installation Trust No. 8, and six more from 
the union republic-level trust Ukrgazneftestroi, which also served as the general contractor on site. See A. 
V. Iurlov, Transevropeiskii nefteprovod ‘Druzhba’: Iz opyta stroitelstva uchastka Brody-Uzhgorod 
(Moscow: VNIIST, 1962), 11. 
580 RGAE f. 279, op. 1, d. 1315, l. 93. 
581 For the article, see V. Vykovich, “Transevrpoeiskii, imeni druzhby: Reportazh s trassy magistralnogo 
nefteprovoda,” Izvestiia 44, no. 48 (13594), February 24, 1961, 1. For the conference, refer to the 
introduction of this chapter above. 
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Glavgaz head could expect, not to mention the most well-documented aspect of 

Druzhba’s assembly. For example, Grigorii Petrovich Dubinskii, a respected 

photojournalist for the newspaper Smena, toured several sites along its right-of-way over 

the following months.582 The images he captured, including Figure 33 below, impart the 

impression that the participating workers cultivated an ambitious yet joyful attitude 

toward their labor, although the latter image was almost certainly staged.583 More 

important, Vilmos Bence, the director of Hungary’s oil and gas trust, responded to 

Kortunov’s challenge in April with a promise to start building his country’s segments 

within three months.584 The response served as the strongest evidence yet that the 

Glavgaz head could rally people to his cause, and in the most socialist of ways. 

  

 

582 For a brief but useful biography of Dubinskii in Russian, see “Dubinskii Grigorii (1917-1988),” 
Fotografy, Galereia, Tsentr fotografii imeni bratev Lyumer, accessed September 19, 2019, 
http://www.lumiere.ru/gallery/photographers/id-15/. 
583 RGAKFD no. 0-263254, 0-263256. Photographer: G. Dubinkskii 
584 RGAE f. 279, op. 1, d. 1318, ll. 14-17. 
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Figure 33: Scenes from Druzhba’s construction, Ukrainian SSR, 1961. 

A) Placard-map of the Druzhba pipeline near Brody. B) Engineers from an institute 
in Kiev give a concert for the builders of Druzhba. 

The logistical complexity of the Brody-Uzhgorod segment led Aleksandr 

Vasilevich Yurlov, an engineer at VNIIST, to produce a comprehensive report detailing 

the most important Soviet contributions to Druzhba’s assembly, including one of 

unexpected provenance. Emphasizing managerial innovations, Yurlov explained that 

VNIIST developed “detailed graphical schedules” for each participating firm to ensure 

that it could perform efficiently on site.585 These “primary working documents,” he 

claimed, differed from earlier “so-called master schedules” in their “concreteness” and 

“clarity.”586 They condensed key information about anticipated work, identified 

obstacles, and supply depots, all characterized in legible packages, thus reducing the need 

for on-the-spot decision-making. Yet crucially, VNIIST almost certainly found 

 

585 Iurlov, Transevropeiskii nefteprovod ‘Druzhba’, 11-12. 
586 Iurlov, Transevropeiskii nefteprovod ‘Druzhba’, 13. 
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inspiration for the new schedules in Kortunov’s notes on his Canadian expedition of 

1958, a fact that Yurlov may have known but obscured.587 “[S]everal achievements of the 

Canadian specialists in long-distance pipeline assembly deserve attention,” Kortunov had 

declared in a book about his trip published only the previous year.588 “For example, the 

accepted method of project management in Canada: it provides for a small amount of 

documentation since its preparation is based on the widespread use of generic design 

plans. Individual project decisions come under development only during the 

construction… of engineering assemblies that present distinct difficulties.”589 Since 

Soviet engineers shared organizational strategies with their Eastern European 

counterparts regularly during Druzhba’s construction, they may have unknowingly made 

capitalist ingenuity indispensable to the pipeline’s success. 

Glavgaz engineers also made significant contributions to the Brody-Uzhgorod 

segment that originated from distinctly socialist experiences and conditions, not least 

those concerning the welding and sheathing of line pipe. In the early 1960s, welders on 

analogous projects in the United States, Canada, and Western Europe often worked in 

two teams of four people each. The first team added a single layer of weld to a seam 

between two lengths of pipe and then moved on to the next seam while the second team 

followed behind to add another layer, which gave the conjoined string maximum 

 

587Iurlov, Transevropeiskii nefteprovod ‘Druzhba’, 11. Iurlov notes that the schedules were developed “as a 
result of surveys and studies of project documents in field conditions.” 
588 Kortunov, Gazovaia magistral Kanady (1960), 239. 
589 Kortunov, Gazovaia magistral Kanady (1960), 239. 
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ductility. The system produced an average of one hundred completed strings per day, but 

required large numbers of skilled welders to implement.590 Glavgaz engineers modified it 

to suit their needs by having the teams weld together three lengths of pipe at once instead 

of two, which reduced the demand for skilled labor by producing longer if more unwieldy 

strings.591 In the same vein, they also developed a distinct method of sheathing, a process 

that protected pipes from corrosion, especially those used in aboveground junctions over 

roads, rivers, and swamps. Rather than apply primer made from coal dust, a variant 

popular in the U.S., they applied primer made from asphalt, which though hazardous to 

the environment could be manipulated easier in extreme weather.592 Figure 34 illustrates 

how workers carried out the process on a Belarusian segment in 1963.593 It found wide 

use elsewhere in Eastern European as well.

 

590 These details are taken from the abovementioned report by Turkin and Svatikov. See RGAE f. 279, op. 
1, d. 1318, ll. 67ob, 70. 
591 Iurlov, Transevropeiskii nefteprovod ‘Druzhba’, 35. 
592 For Soviet notes on methods of sheathing employed in the U.S., see RGAE f. 279, op. 1, d. 1318, l. 
73ob. For the methods used to build the Brody-Uzhgorod segment, see Iurlov, Transevropeiskii 
nefteprovod ‘Druzhba’, 50-51. 
593 RGAKFD no. 1-63348. Photographer: G. Uslamov. 



 

 

 

 

Figure 34: Line pipe insulation process, Belarusian SSR, June 15, 1964 
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Kortunov sought to ensure that most participating Eastern European countries 

contributed to the Brody-Uzhgorod segment by concentrating decision-making in 

“technical workshops” [tekhnicheskie soveshchaniia]. Usually held in major cities over 

the course of several days, these workshops brought together groups of six to ten Soviet 

and Eastern European specialists at a time to confirm equipment specifications, review 

blueprints, address grievances, as well as determine delivery schedules, among other 

tasks. The participants included not only high-level officials, but also the planners, firm 

managers, and line workers who actually had to build the components under discussion. 

They almost always formalized their major decisions in official minutes, which they then 

translated, signed, and delivered to colleagues to be incorporated into planning 

processes.594 When workshops convened in Moscow, Kortunov saw to arrangements for 

some high-ranking visitors personally, requesting visas, ordering security passes, and 

even booking hotel accommodations.595 And when agreements fell through or unforeseen 

issues arose, individuals in charge organized follow-up workshops or field tests under 

varying degrees of supervision until the matter was resolved.596 Ad-hoc and bilateral at 

first, the workshops became increasingly regular and multilateral as construction 

progressed, eventually taking the form of small conferences in which delegates 

 

594 RGAE f. 279, op. 1, d. 1317, ll. 126-131. 
595. Kortunov made such arrangements for the director of a leading Polish design bureau who visited 
Moscow in  January 14-21, 1961. See RGAE f. 279, op. 1, d. 1315, l. 10. 
596 RGAE f. 279, op. 1, d. 1317, ll. 54-56. 
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exchanged prepared reports.597 All told, they provided effective if certainly imperfect 

frameworks for coordinating activities across international borders. 

The assignments that Kortunov gave to the participating Eastern European 

countries reflected both their specialized manufacturing capabilities and  emerging 

notions about the international socialist division of labor. Czechoslovak project leaders 

received orders to furnish two hundred fifty-five kilometers of line pipe and one hundred 

seventy-six valves for the Brody-Uzhgorod segment, including a series of massive reflux 

valves that would be critical to its operation. The firms that produced this equipment 

included the design bureau Chemoprojekt, the construction outfit Plynostav Pardubice, 

and two pipe rolling mills, one in the city of Chomutov (northwest of Prague), the other 

in Kunovice (southeast of Brno).598 Similarly, East German engineers at the firm 

Pumpenwerke Halle assumed responsibility for supplying the segment’s two pumping 

stations with four pumps and electric motors each.599 Lastly, Hungarian specialists at 

Budavox agreed to provide electrical components for the stations’ control apparatus.600 

Figure 35 illustrate how workers dispatched the line pipe from supply depots and built 

housing for the pumps on site in summer 1961, respectively.601 Broadly speaking, each 

 

597 For an example of such a report on the early operation of the Brody-Uzhgorod segment, see RGAE f. 
279, op. 1, d. 1624, ll. 27-34. 
598 S. Moizhishek, “Sooryzhenie nefteprovoda ‘Druzhba’ na territori ChSSR,” Stroitelstvo truboprovodov 
9, no. 12 (dek. 1964): 10. 
599 RGAR f. 279, op. 1, d. 1318, ll. 30-32. 
600 RGAE f. 279, op. 1, d. 1317, ll. 92-96. For details on all these instructions, see RGAE f. 279, op. 1, d. 
1318, ll. 119-122, 155-160. See also RGAE f. 279, op. 1, d. 1317, ll. 54-56. 
601 RGAKFD no. 0-4610 tsv.; and RGAKFD no. 0-4618 tsv. 
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assignment reflected the respective country’s existing export structure, with the possible 

exception of Hungary’s. In prior years, Hungary had exported only small quantities of 

electrical equipment to the Soviet Union compared to its neighbors.602 Nevertheless, the 

country boasted a tradition of telephonics manufacturing dating back to the nineteenth 

century, as well as considerably less-advanced metallurgical plants, which no doubt 

explained the role it was given to play. Kortunov, in other words, almost certainly 

recognized Hungary’s comparative advantage in electronics.603 

 

Figure 35: Workers on construction sites along the Brody-Uzhgorod segment, 
Ukrainian SSR, 1961. 

A): Larisa Segen relays messages from a line pipe depot. B) A worker excavates 
earth around a pumping station. 

 

602 See for example MVT SSSR, Vneshiaia torgovlia SSSR za 1959 god (Moscow: Vneshtorgizdat, 1960), 
60. 
603 Robert W. Campbell, Soviet Telecommunications Systems. Report to the National Council for Soviet and 
East European Research. HI-4039-DP/2 (Indianapolis, IN: Hudson Institute, 31 October 1988), 102-103. 
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All the same, Czechoslovak, East German, and Hungarian project leaders alike 

failed to deliver their contributions to the Brody-Uzhgorod segment in time to meet 

Kortunov’s ambitious deadline. Aside from the Glavgaz head’s overzealousness, the 

shortcomings resulted from a combination poor planning and insufficient technical 

capabilities. First, Glavgaz enforced penalties for missed deliveries. In the case of 

Czechoslovakia’s line pipe deficit, for instance, the agency charged a third of the missing 

hardware against the country’s export account to fund production in Soviet factories.604 

Second, several Eastern European firm managers furnished stopgap solutions after 

encountering unanticipated production difficulties. For example, at a technical workshop 

in Moscow in March 1961, Budavox managers agreed to furnish Glavgaz with a 

temporary communications system for the Brody-Uzhgorod segment until one could be 

manufactured to the desired specifications.605 Most important, all parties concerned 

ultimately fulfilled most of their obligations by the year’s end regardless. Indeed, despite 

missing the Communist Party’s Congress, Kortunov nevertheless agreed to organize a 

ceremony celebrating the unification of the segments between Brody and Šahy around the 

same time.606 Figure 36 reproduces a photograph of the event, widely-distributed by 

TASS.607 Moreover, the Glavgaz head also ordered workers to begin operating the 

completed section of the pipeline from Brody to Czechoslovakia on December 27; and 

 

604 RGAE f. 279, op. 1, d. 1318, l. 119. 
605 RGAE f. 279, op. 1, d. 1316, ll. 56-58. 
606 The idea for the ceremony apparently originated with the Soviet ambassador to Czechoslovakia. See 
RGAE f. 279, op. 1, d. 1318, l. 164. 
607 Source: Author's collection. 
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according to Izvestiia, oil began flowing only four days later, just before the Kremlin’s 

bells rang in the New Year.608 

 

Figure 36: Unifying weld between Druzhba’s Soviet and Czechoslovak sections, 
September 30, 1961 

 

608 For Kortunov’s order, see RGAE f. 279, op. 1, d. 1319, ll. 37-39. For the reporting, see “‘Druzhba’ 
poluchaet Volzhskuyu neft,” Izvestiia 45, no. 309 (13855), December 31, 1961, 1. 
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Though belated, the completion of the Brody-Uzhgorod segment yielded valuable 

lessons that Kortunov applied to the rest of Druzhba, including the need to outsource the 

production of critical materials outside the Soviet bloc. In 1962, workers began building 

the pipeline’s most important segment, the one at its source. This portion of the pipeline 

was two-hundred seventy-five kilometer-long, connecting the cities of Almetevsk and 

Kuibyshev. While neither the longest nor the widest, Almetevsky-Kuibyshev would feed 

Romashkino’s oil into the trunkline, and therefore host the largest reservoirs, which at 

capacities of thirty thousand cubic meters each represented a first for Soviet engineers. 

Photographs of the reservoirs’ construction in 1963 reproduced below as Figure 37 

provide a useful sense of scale.609 Around the same time, workers also began taking steps 

toward assembling the trunkline itself. Concerned about persistent delays at 

Czechoslovak and Hungarian factories, Kortunov and his colleagues decided to act on an 

earlier recommendation to order the trunkline’s main control valves and supervisory 

systems from Western European firms.610 The Italian concern Snamprogetti SpA. 

ultimately furnished the armature, the English firm Serck Controls Ltd. the electronics. 

Two groups of Soviet specialists even travelled to England in summer 1963 to receive 

training on the latter. The outsourcing, necessary from a technical point of view, starkly 

 

609 TsGA AD RT idx. M107, op. 2, no. 1421, and TsGA AD RT idx. M107, op. 2, no. 1422. 
610 Czechoslovak authorities refused to supply the armature for the Almetevsk-Kuibyshev segment already 
in summer 1961, citing a production overload. See RGAE f. 279, op. 1, d. 1318, ll. 121-122. Soviet 
engineers originally recommended contracting with Italian firms in December 1960. See RGAE f. 279, op. 
1, d. 1318, ll. 1-4. 
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revealed the limitations of the international socialist division of labor. In the Soviet 

Union, little reference was made to the arrangements outside internal communiques.

 

Figure 37: Oil reservoirs at Druzhba's “Zero Kilometer,” Tatar ASSR, 1963 

Kortunov’s decision to acquire some of Druzhba’s most critical components from 

capitalist firms hardly diminished the fact that socialism enabled and undergirded the 

project, however. In terms of pure tonnage, the majority of the construction materials 

used on Soviet territory still came from socialist factories. The line pipe of the 

Almetevsk-Kuibyshev segment, the secondwidest in the network, for instance, came from 

Poland, and also represented the bulk of that country’s contribution to the effort.611 The 

electronic control systems likewise came from Hungary.612 To underscore this point for 

Soviet policymakers, Kortunov orchestrated a variety of cultural exchanges along 

Druzhba’s right-of-way, interactions that later became a staple of similar pipeline 

projects. For instance, Janina Dziarnowska, a respected Polish journalist and translator, 

 

611 RGAE f. 279, op. 1, d. 1318, l. 177. 
612 RGAE f. 279, op. 1, d. 1997, l. 150. 
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visited a teams of Soviet surveyors along the trunkline’s planned route in August 1961 

and spoke with several of its members. A staged photograph of their meeting, possibly 

taken by Vladimir Aleksandrovich Noskov, an acclaimed Soviet graphic artist, serves as 

Figure 38 below.613 Similarly, Kortunov also ensured that R. G. Grigorev, the director 

recruited to make a documentary film about Druzhba’s construction, received access to 

the entire pipeline, writing high-level officials in each participating country to request 

their cooperation. 

 

Figure 38: Cultual exchanges on Druzhba’s construction site, Kuibyshev oblast, 
Soviet Union, August 1961. 

 
Janina Dziarnowska (second left), a Polish writer and translator, converses with G. 

Stefanovskii (second right) and V. Molchanovaia (center), the leaders of a Soviet enterprise 
for underwater construction work. 

 

613 RGAKFD no. 0-4286 tsv. Photographer: V. Noskov. 
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Moreover, Kortunov also ensured that Glavgaz collaborated closely with its 

Eastern European counterparts to build their sections of the pipeline. All parties of 

concerned, had stakes in constructing a coherent system that operated according to the 

same standards. In Poland, the firm Centrala Produktów Naftowych oversaw the 

installation of about one hundred forty kilometers of pipe through 1961, acquiring that 

pipe from East German foundries. In East Germany itself, a bureau attached to the Leuna 

works outside Leipzig launched construction in October 1961, focusing on a so-called 

“flying bridge” that lifted a large string of line pipe over the Oder River. In 

Czechoslovakia, all construction on Druzhba ended in February 1962, and much to the 

joy of Josef Puík, the Minister of Chemical Industry, as a photograph of a ribbon cutting 

ceremony outside Bratislava reproduced as Figure 39 below clearly showed.614 Lastly, in 

Hungary, a design bureau attached to the state-owned oil and gas trust managed 

construction on the country’s territory through June 1962, initiating full-scale operations 

the following September. Throughout all these efforts, Soviet experts provided training in 

welding, excavation, and sheathing.615 The members of Working Group #44 also met to 

develop planning indicators, safety measures, and best practices, often reverting to the 

Brody-Uzhgorod segment as the technical default. The most complex efforts included 

 

614 RGAKFD no. 1-66080. 
615 For progress reports delivered at meetings of Working Group #44 in Prague in June 1962, see RGAE f. 
279, op. 1, d. 1624, ll. 12-25, 27-34. For a similar report delivered at a meeting in Leipzig six months later, 
see RGAE f. 279, op. 1, d. 1625, ll. 17-30. 
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developing standards for the quality of oil transported through the network — standards 

not compromised, notably, until April 2019.616 

 
Figure 39: Ribbon-cutting ceremony, Bratislava, Czechoslovakia, February 1962 

From right to left: Antonín Novotný, the President of Czechoslovakia; Ratislav 
Pilarzh, the director of Slovnaft, a petrochemical refinery, and; Josef Puík, Minister of 

Chemical Industry CzSR. 

 

616 For recommendations made at a technical workshop in Moscow in July 1963, see RGAE f. 279, op. 1, d. 
1998, ll. 16-22. For reporting in Russian on the contamination of oil exported through Druzhba in April 
2019, see Iurii Barsukov, “Khlor-mazhor: Postradavshie ot ‘Druzhby’ poluchili neft, no zhdut 
kompensatsii,” Kommersant no. 92 (6572), 30 maia 2019, https://kommersant.ru/daily/118135. For a 
summary in English, see Szymon Kardaś and Wojciech Konończuk, “Dirty Oil: The Greatest Crisis in the 
History of the Druzhba Pipeline,” Analyses, OSW, 8 May 2019, accessed September 24, 2019, 
https://www.osw.waw.pl/en/publikacje/analyses/2019-05-08/dirty-oil-greatest-crisis-history-druzhba-
pipeline. 
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Kortunov confronted the biggest potential obstacle to completing Druzhba in 

early 1963, when the North Atlantic Treaty Organization (NATO) restricted the sale of 

large-diameter line pipe from its member-states to the Soviet Union in response to the 

Cuban Missile Crisis of the previous October. Conceived as part of a wider effort to 

block Soviet access to so-called “strategic materials,” the embargo targeted the soon-to-

be-completed petroleum artery explicitly.617 U.S. State Department officials feared that 

Druzhba would provide the Soviet Army with a destabilizing advantage should conflict 

again erupt in Europe. They argued that the vast pipeline network could easily enable the 

satellite states to stockpile fuel, and thus columns of Soviet tanks to roll westward with a 

ready supply line in place. The assessment accurately reflected the thinking of some top-

level Soviet officials, to be sure, although exactly how they planned to leverage Druzhba 

as a military asset remains unclear. Regardless, the West German firms fabricating 

segments for the record-breaking trunkline, including Mannesmann, Hoesch, and 

Phoenix-Rheinrohr, all ceased doing business with the Soviet Union as a result of U.S. 

pressure.618 Soviet diplomats responded with condemnations of “economic 

discrimination” through various channels, but brought no immediate relief.619 Left with 

few alternatives, Kortunov redoubled efforts to produce the 1020 millimeter line pipe at a 

 

617 Falk Flade, “Creating a Common Energy Space: The Building of the Druzhba Oil Pipeline” in Cold War 
Energy: A Transnational History of Soviet Oil and Gas, ed. Jeronim Perović (New York: Palgrave 
Macmillan, 2017), 331. 
618 Ibid, 332. 
619 See for example “Protiv discriminatsii v mezhdunarodnoi torgovli,” Izvestiia no. 71 (14234), March 23, 
1963, 2. 
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metallurgical plant in the Volga Region, and even scored some political points in the 

process. Pravda ran a story on the new production capabilities in March, almost certainly 

at the Glavgaz head’s behest.620  

In the end, the NATO embargo proved a minor setback. Romashkino crude 

continued flowing uninterrupted through Druzhba’s completed southern branch into 

Czechoslovakia and Hungary while the assembly of the northern branch in Poland and 

East Germany proceeded apace.621 The massive refineries at each of the network’s major 

terminals also went on expanding without delay. The Slovnaft refinery in Bratislava, the 

Danube complex outside Budapest, and the Mazovian Petrochemical Works in Płock all 

eventually grew to become some of the largest facilities of their kind by production 

capacity in Europe. Figure 40 reproduces a press photograph of the Płock refinery’s 

second catalytic cracking unit still under construction in 1963 despite the trade 

restrictions.622 All told, only Druzhba’s trunkline entered service significantly behind 

schedule, about nine months in total. Regardless, Soviet leaders declared the project a 

success even before all major construction work had ended in October 1964. Kortunov 

emerged from the ordeal with a stature that even heads of state could envy. He retained 

his post despite Khrushchev’s ouster, received his third Order of Lenin in 1966, and led 

 

620 See N. Karatashov and E. Tkachenko, “Stan ’1020’ — v stroyu!” Pravda no. 85 (16306), March 26, 
1963, 2. For a recent summary the embargo’s effects on Druzhba, see Flade, “Creating a Common Energy 
Space,” 331-34. For a comprehensive analysis, see Angela Stent, From Embargo to Ostpolitik: The 
Political Economy of West German-Soviet Relations, 1955-1980 (New York: Cambridge University Press, 
1981), esp. ch. 5. 
621 RGAE f. 279, op. 2s, d. 111, l. 36. 
622 From the author’s collection. 
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the Soviet natural gas industry until his premature death in the early 1970s.623 

Meanwhile, N. K. Baibakov climbed higher up the ranks of state administration, 

becoming chief of Gosplan USSR in 1965. As we will see, however, no other 

international socialist effort ever came close to duplicating the success of Druzhba in 

such a lasting way. 

 

Figure 40: Mazovian Refinery and Petrochemical Works in Płock, Poland. 

 

623 For Kortunov’s obituary, see L. I Brezhnev et al, “Aleksei Kirillovich Kortunov,” Pravda no. 324 
(20198), November 20, 1973, 3. 
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3.5 The Costs of Success 

Kortunov championed Druzhba as an archetype of socialist internationalism in 

nearly every possible way until the entire pipeline network became operational. On the 

more imaginative side, the Glavgaz head leveraged a nascent socialist consumer culture 

by ensuring that the pipeline’s distinctive silhouette adorned an array of collectable 

plaques, pins, and postage stamps.624 He also exploited the so-called “higher” arts in 

similar fashion, perhaps taking his cue from Eastern European partners.625 On the more 

traditional side, he orchestrated lobbying from powerful allies. In mid-July 1964, 

Baibakov solicited the Kremlin’s blessing by submitting a final briefing on Druzhba’s 

construction from the Comecon’s Standing Commission on Oil and Gas. While large 

sections of the trunkline still remained in pieces, Baibakov nevertheless presented the 

assembly process as a fait accompli in a detailed financial analysis. He put the total cost 

of Druzhba’s five Soviet segments at 309.2 million rubles, or about 278.1 million U.S. 

dollars in contemporaneous prices, and the average recoupment period for most of them 

at just three years. Similarly, he reported that the annual savings compared to railroad 

transport amounted to 232.7 million U.S. dollars to underscore the prudence of the 

 

624 See “Znachok Nefteprovod ‘Druzhba’,” Znachki, Iavarda, accessed April 17, 2020, 
https://yavarda.ru/znachki_832/. For a useful analysis of early Soviet consumer culture, see Cathleen S. 
Lewis, “From the Kitchen into Orbit: The Convergence of Human Spaceflight and Khrushchev’s Nascent 
Consumerism,” in Into the Cosmos: Space Exploration and Soviet Culture, edited by James T. Andrews 
and Asif A. Siddiqi (Pittsburgh, PA: University of Pittsburgh Press, 2011). 
625 See “Khudozhestvennaia zhizn’ Sovetskogo Soiuza,” Isskustvo 29, no. 5 (1966): 77. See also Pal’o 
Biednik, Ropovod Družba, výstava výtvarných diel: Obrazy, grafika, plastikal (Bratislava: Slovenský fond 
výtvarných umení, 1962). The Slovak Art Creation Fund sponsored an exhibition of paintings, drawings, 
and sculptures about Druzhba in Bratislava’s main cultural center during February 1962, just as the 
Czechoslovak segment was being completed. 
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investment. He brought the point home with a remarkable comparison, claiming that 

Druzhba did the work of fourteen hundred locomotives and fifty-five thousand railway 

tank cars.626 Khrushchev and his closest advisors were impressed. 

Kortunov reaped dividends from his propagandizing in the form of a dramatic 

show of approval from none other than the General Secretary himself. Less than a month 

after Baibakov filed his briefing, on 11 August 1964, Khrushchev kicked off a widely 

publicized tour of Tatarstan in the Romashkino oilfield only a short distance away from 

Druzhba’s Zero Kilometer. Part of an ongoing initiative to spur economic growth 

throughout the Volga Region and Central Asia, the tour generated the very front-page 

coverage that Kortunov had sought from the outset.627 “Here not far from Karabasha, by 

the city of Almetevsk,” the lead news article in Pravda read, “begins the oil pipeline 

‘Druzhba’ through which ‘black gold’ travels to our friends — to the socialist 

countries.”628 Equally important for the Glavgaz head, the tour also cast a spotlight on his 

true passion: natural gas. After speaking at length with A. T. Shmarev, the oilman who 

had led Tatneft during the firm’s greatest expansion, Khrushchev asked about the gas 

flares burning in the distance. “Might it be possible to use that energy, for example, for 

heating water and growing vegetables in green houses?”629 Kortunov no doubt felt elated. 

 

626 RGAE f. 279, op. 2s, d. 111, ll. 34-36. 
627 A. A. Fursenko, ed., Presidium TsK KPSS, 1954-1964: Chernovye protokolnye zapisi zasedanii, 
stenogrammy, postanovleniia v 3 tomakh, T. 3 (Moscow: Rosspen, 2008):728-29. 
628 B. Averchenko, V. Bradle, N. Gryzlov et al, “Peredvye priemy raboty – vsem neftepromyslam,” Pravda 
no. 224 (16810), August 11, 1964, 1. 
629 Averchenko et al, “Peredvye priemy raboty,” 1. 
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The General Secretary not only recognized the Glavgaz head’s achievements, but also 

tied the fledgling agency’s agenda to his own. The gasification of the entire Soviet Union 

now seemed all but certain. 

Touring Romashkino on the eve of Druzhba’s completion, Khrushchev focused 

special attention on the innovations that had so effectively catapulted the Soviet oil 

industry onto the world stage. The General Secretary listened intently as workers regaled 

him with stories of their accomplishments, including a ten-fold increase in the number of 

drilling platforms erected annually over the past decade. He also watched in earnest as 

they demonstrated their methods a stone’s throw away.630 For his part, Kortunov almost 

certainly viewed the spectacle as symbolic regardless of whether he actually witnessed it 

in person. After all, he and his directorate had fostered a litany of similar innovations to 

make Druzhba a reality. Much like Shmarev, he had delegated considerable decision-

making power to ensure the timely completion of key tasks. And much like the workers 

of Tatneft, the builders of Glavgaz had implemented a slate of new technologies to 

overcome unfamiliar challenges. For example, adoption of the NPU while industrializing 

southeast Tatarstan mirrored the later adoption of graphical schedules while building of 

the Brody-Uzhgorod segment, the use of the turbodrill the use of asphalt-based pipe 

insulation, and so on. Thus, the two achievements — the exploitation of Romashkino and 

the assembly of Druzhba — appeared to bookend an auspicious chapter in Soviet 

 

630 Averchenko et al, 1. 
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economic development. To many observers, they portended an even greater one to come 

as well. 

Most important, Khrushchev’s recognition enabled Kortunov to start organizing 

an expansion of Druzhba months before Soviet workers finished its trunkline. Shrewdly 

laying the political groundwork for continued construction, Baibakov in his report had 

emphasized that the pipeline’s smaller southern branch would likely spring leaks before 

the decade was out due to normal wear and tear. (Crude oil corrodes steel rapidly even 

under ideal conditions.) Khrushchev’s subsequent visit to Tatarstan all but guaranteed the 

necessary support. Indeed, just two days later, one of the Glavgaz head’s top lieutenants 

requested a study on the “maximum intensification” of the branch’s carrying capacity for 

yet another Comecon commission.631 The building of fossil fuel infrastructure thus begot 

the building of even more; and the cycle continued thanks in no small part to Kortunov’s 

marketing. Over the following months, Soviet journalists regularly featured Druzhba in 

myriad articles, newsreels, and radio broadcasts about deepening socialist economic 

integration. In early September, the editorial board of Soviet Union [Sovetskii Soiuz], a 

photojournal akin to Look magazine, began preparing a full issue on the pipeline and its 

architects.632 Such special treatment realized Kortunov’s fondest aspirations, enabling 

Soviet leaders and citizens to see his vision of a fully-integrated transcontinental energy 

system with their own eyes. 

 

631 RGAR f. 279, op. 1, d. 2423, l. 30. 
632 RGAE f. 279, op. 1, d. 2423, ll. 31-34. 
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In the final analysis, Druzhba measured up to Kortunov’s lofty rhetoric, but also 

exposed serious rifts between the most developed Soviet-Bloc states. On the one hand, all 

five participating countries clearly contributed to the project in ways that reflected their 

specialization within an expanding common market of planned economies. In the 

process, they also worked together to develop innovative solutions to a wide array of 

technical problems like the flying bridge over the Oder River. On the other hand, Eastern 

European cooperation only went so far. In 1962, for instance, several East German firms 

produced a series of electric motors for the Brody-Uzhgorod segment that failed to meet 

the desired specifications, and delivered them late to boot.633 Moreover, Kortunov 

confronted some nagging limitations of Soviet manufacturing rather starkly, eventually 

outsourcing the pipeline’s most technologically-advanced components to capitalist firms. 

The resulting dependence on certain imports like large-diameter line pipe from West 

Germany, Japan, and Sweden even worried Khrushchev, who lavished attention on the 

issue at a meeting of the Presidium of the Communist Party’s Central Committee in 

October 1963.634 The successful building of Druzhba, therefore, brought both the 

promises and pitfalls of international socialist collaboration into sharp relief. The next 

chapter inquires what socialist leaders ultimately made of the opportunity.

 

633 See RGAE f. 279, op. 1, d. 1997, ll. 25-28. 
634 N. G. Tomlina and S. D. Tavanets, Nikita Sergeevich Khrushchev: Dva tsveta vremeni: Dokumenty iz 
lichnogo fonda N. S. Khrushcheva: V 2 tomakh. T. 2 (Moscow: Mezhdunarodnyi fond Demokratiia, 2009), 
732-34. 
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4. (Dis)Integrating the System 

4.1 “The Most Wrenching Self-Examination” 

For a brief moment in the middle 1960s, observers could be forgiven for thinking 

that the results of building Druzhba surpassed even Kortunov’s expectations. To begin 

with, the pipeline seemed to inspire an array of similar infrastructure projects across the 

Soviet Bloc. In December 1964, Soviet and Czechoslovak officials agreed to construct 

Bratstvo or “Brotherhood,” a smaller natural gas pipeline between their two countries.635 

Over the following year, Soviet and Czechoslovak firms likewise expanded an emergent 

electrical grid that already encircled much of Eastern Europe, building high-voltage 

powerlines from western Ukraine to central Slovakia.636 These and similar efforts broke 

no world records, but nevertheless expanded the scope the Bloc’s energy trade to include 

more fuels and electrical power. Equally important, operationalizing Druzhba generated 

increased activity within the Comecon, leading all five participating countries to endow 

the supranational institution with greater regulatory authority. In May 1965, a division of 

Kortunov’s Glavgaz, now the Ministry of Natural Gas Industry USSR, began managing 

the pipeline from a control center in Lviv, Ukraine while a special organization of the 

Comecon started providing independent oversight from offices in Moscow as well as at 

transfer stations in Czechoslovakia and Poland.637 By the year’s end, Soviet oil deliveries 

 

635 Högselius, Red Gas, 35. 
636 Energosetproekt, Obedinennye energeticheskie sistemy evropeiskikh stran-chlenov SEV, ed. S. M. 
Gortinskii (Moscow: Informenergo, 1977), 5-6. 
637 See RGAE f. 279, op. 1, d. 2807, l. 87, and RGAE f. 279, op. 1, d. 2808, l. 14. Confusingly, the two 
agencies that operated Druzhba shared similar names. The Soviet control center reported as the Office of 
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via Druzhba exceeded planned amounts by some 2 percent.638 From the Kremlin’s 

perspective, these outcomes demonstrated the undeniable benefits of economic 

friendship. 

The socialist ties that enabled the first trans-European petroleum artery began 

fraying visibly in April 1966, however, just two months after Kortunov had formalized 

plans to augment it.639 The drama unfolded in Brașov, Romania during an all too ordinary 

session of the Comecon’s Standing Commission on Oil and Gas. Reviewing “Information 

on the Feasibility and Practicability of Importing Oil from Developing Countries [read: 

the Middle East],” the Soviet delegates discovered that their Eastern European comrades 

intended to leverage Druzhba not to bolster their petroleum reserves, but to supply the 

bulk of them outright. Viktor Stepanovich Fedorov, the chief Soviet delegate, 

summarized the tense exchange that followed in an unusually colorful debrief to his 

superiors. None of the five Peoples Democracies represented at Brașov, Fedorov wrote, 

“were taking serious measures to find opportunities to import oil from third countries and 

were obviously counting on aid from the Soviet Union.”640 Such policies, he reportedly 

told the Eastern Europeans, defied fundamental economic reasoning. Indeed, even the 

United States, with all its untapped reserves and unused production capacity, still 

imported oil in massive quantities. Worse, the policies also disregarded the international 

 

the Long-Distance Pipeline Druzhba, the Comecon organization as the Dispatch Administration of the 
Long-Distance Pipeline System Druzhba. 
638 RGAE f. 279, op. 1, d. 2808, l. 14. 
639 RGAE f. 458, op. 1, d. 213, l. 1. 
640 GA RF f. R-5446, op. 100, d. 1159, ll. 56-58. 
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socialist division of labor, forcing the Soviet Union to pour more money into its 

extractive industries for no clear gain in return.641 Nevertheless, the Eastern Europeans 

remained firm, largely ignoring Fedorov’s call to tap into Middle Eastern oil for the next 

several years.642 

The widening gulf between Soviet and Eastern European energy policies soon 

precipitated what U.S.-American political scientist Randall Stone has called “the most 

wrenching self-examination that the socialist world had ever allowed itself.”643 

Unexpectedly galvanized into action by Władysław Gomułka, the leader of Poland, the 

Soviet-Bloc governments launched a collaborative effort to reform their foreign trade 

system from the top down in April 1969. They hailed the resultant “Comprehensive 

Program for Socialist Economic Integration” as an initiative that would raise living 

standards in every participating country to new heights. In brief, the Comprehensive 

Program promised to align the Bloc’s disparate national economic plans as a single 

cohesive unit through 1980 if not beyond, and thus resolve its energy disputes.644 

Inaugurated on 29 July 1971, the program generated a handful of large-scale successes on 

the order of Druzhba, but ultimately failed to help the Soviet Union avoid a crippling 

energy shortage despite numerous official analyses of looming problems. Indeed, Soviet 

economists in a midpoint review of the program’s implementation in 1975 called for still 

 

641 GA RF f. R-5446, op. 100, d. 1159, ll. 58. 
642 GA RF f. R-5446, op. 103, d. 1362, ll. 3-4. See, for example, Fedorov’s report on the Commission’s 
Twenty-Eighth Session in Varna, Hungary from 26 through 30 May 1969. 
643 Stone, Satellites and Commissars, 115. 
644 Stone, Satellites and Commissars, 116-121. 



 

269 

more “wrenching self-examination,” declaring that “the problem of supplying the 

Comecon countries with fuel and energy was and remains profound.”645 To solve that 

challenge, they concluded, the Soviet Bloc would have to develop entirely new 

approaches to socialist foreign trade, above all non-market price formation. In other 

words, socialist economics writ-large would have to evolve. As we know now, it never 

really did. 

Why did the building of Druzhba not only fail to strengthen Soviet-Bloc trade, but 

also seemingly result in a tool for straightjacketing it? Put another way, why did Druzhba 

become the pinnacle rather than the foundation of economic integration within the Soviet 

sphere of influence? Since the mid-1980s, social scientists from North America to 

Eurasia have grappled with similar questions to illuminate the roles of energy policy in 

the Soviet Union’s rise and fall.646 One subset of these scholars has concentrated attention 

on the Kremlin, arguing that Soviet leaders exploited their country’s oil wealth to the 

brink of collapse for lack of courage or imagination or both. U.S. political scientist Thane 

Gustafson in the late 1980s, for instance, claimed that a litany of problems in agriculture, 

consumer welfare, and foreign policy distracted leaders from an energy crisis years in the 

making.647 Taking a slightly different approach, Russian historian Maria Vladimirovna 

Slavkina in the early 2000s underscored a single event, the Middle Eastern oil embargo 

 

645 ARAN f. 1933, op. 3, d. 25, l. 14. 
646 Valerie Bunce, “The Empire Strikes Back: The Evolution of the Eastern Bloc from a Soviet Asset to a 
Soviet Liability.” International Organization 39, no. 1 (Winter 1985): 1-46. 
647 Gustafson, Crisis amid Plenty, 331-33. 
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of 1973-1974, as the moment when Soviet leaders sought to grow their country’s 

economy through foreign trade rather than domestic investment.648 Such interpretative 

differences aside, members of this cohort generally agreed that Brezhnev and his 

successors substituted short-term stopgaps for comprehensive reform until the latter 

became unavoidable. They also agreed that effective reform was entirely possible, just 

beyond the capacity of decision-makers to carry out. 

By contrast, another cohort of scholars has asserted that the failure originated not 

in the Kremlin but in Gosplan. Perhaps most famously, the above-mentioned political 

scientist Randall Stone in the late 1990s argued that Soviet planning produced ineptitude 

at the Comecon’s bargaining tables. The constraints of state production plans, “the basic 

measure of organizational performance,” Stone asserted, prevented Soviet foreign trade 

negotiators from forging links between economic and political objectives.649 The 

Comprehensive Program’s collapse served as an illustrative case in point. During crucial 

talks in 1974, most Soviet officials assigned to negotiate the program’s five-year 

specialization plans with Eastern European counterparts prepared nothing in advance of 

deliberations because they lacked clear understanding of wider strategic goals and any 

theory of how to achieve them.650 Similar instances of lower-level Soviet inattention to 

strategic negotiation could be cited ad nauseam. Indeed, Finnish historian Suvi Kaniskas 

in more recent years has claimed that the Soviet Bloc’s energy trade created “patterns of 

 

648 Slavkina, Triumf i tragediia, 121-125. 
649 Stone, Satellites and Commissars, 12. 
650 Stone, Satellites and Commissars, 141-42. 
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interdependency” which all but imploded during the Middle Eastern embargo.651 In the 

early 1970s, Kaniskas asserted, Soviet delegates agreed to lift quotas on the trade that 

Comecon members conducted with Western European countries in exchange for a higher 

price for Soviet oil within the Comecon zone, inadvertently opening a Pandora’s Box of 

foreign debt crises.652 All told, these scholars adopted the view that centralized economic 

planning, among other socialist institutions, effectively transformed Soviet mineral 

wealth into a “liability.” 

Expanding on this rich literature, I show that the construction of Druzhba failed to 

strengthen socialist foreign trade because heightened access to inexpensive energy 

accelerated an ongoing process of economic diversification among the Soviet satellite 

states. That is to say, the massive petroleum artery enabled leaders of the more developed 

Eastern European countries to reorganize their national economies according to a variety 

of incompatible yet still intrinsically socialist principles and paradigms. The timing of the 

pipeline’s initial assembly proved a crucial factor. Kortunov broke ground on Druzhba 

just as many Eastern European leaders inaugurated sweeping economic reforms, and 

buried its final segments just as those reforms became institutionalized to varying 

degrees. By providing a direct link to abundant and reliable energy at such a pivotal 

moment, the pipeline all but guaranteed that a diverse assortment of socialist economies 
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would crystallize along its right-of-way. The efforts to realize the Comprehensive 

Program brought the differences into sharp relief. Among other things, the program 

established more than a dozen new international joint ventures to facilitate cross-border 

collaboration; but most struggled to function due to discordant national planning systems. 

Soviet economists described that problem in detail in 1975 as well, specifying 

“institutional barriers” like byzantine chains of command as the root cause.653 Thus, 

Druzhba failed because of a remarkable irony. It allowed the principles on which it was 

built, the international socialist division of labor, to be taken to extremes. 

This argument unfolds in three parts. I first explain how similar economic forces 

compelled Soviet Bloc leaders to implement a variety of economic reforms and 

inaugurate the Druzhba project almost simultaneously from the late 1950s through the 

early 1960s. I then retrace how these projects collided, enabling Eastern European leaders 

to double down on energy-intensive manufacturing in subsequent reforms efforts over the 

next decade. Finally, I examine how the resultant variety of socialist economies foiled 

latter attempts to integrate the Soviet Bloc just as the Soviet oil industry began to falter in 

the late 1970s. Lastly, I conclude with a brief discussion of the relationships between 

energy infrastructure, energy policy, and economic diversity, one that prefaces a broader 

analysis in the dissertation’s conclusion. 
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4.2 A New Era Dawns 

Shortly after ordering tanks to crush a “counterrevolution” in Hungary in 

November 1956, Khrushchev performed a dramatic about-face and fixated on economic 

reform in the Soviet Union. Acting on a pledge to “de-Stalinize” socialism, the 

headstrong First Secretary proposed dismantling the pillars of Soviet industrial 

management, or the large, centralized ministries that governed whole sectors of industry 

like machine building from cozy headquarters in Moscow. These gargantuan ministries 

would give way to smaller, decentralized councils throughout the country. The councils, 

he declared, would manage enterprises by region rather than by sector, thus streamlining 

decision-making, unlocking resources, and spurring growth. The idea contained a kernel 

of merit, but also raised strong opposition among some Communist Party officials. After 

quieting the naysayers as indelicately as ever, Khrushchev presented his proposal to the 

Party’s Central Committee, which granted approval on 10 May 1957.654 The Supreme 

Soviet or all-union legislature then supplanted 141 ministries with 105 councils over just 

six weeks, displacing 56,000 bureaucrats yet saving 600 million rubles — the equivalent 

of 1.3 billion U.S. dollars in contemporaneous prices.655 Propagandists lauded the 

reorganization as “historic,” emphasizing the “vital need” to transition from a “branch” to 

a “territorial” model of economic administration, to put managers “in the field [na 
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mestakh].”656  Many enterprises struggled to adapt, however. As the year drew to a close, 

Tatneft prepared no annual report for the first and only time in its history.657 

Challenging the Stalinist order so brazenly, Khrushchev rejuvenated “broad and 

lively discussions” across Eastern Europe about the development of socialist economies 

that revealed the beginnings of ideological heterodoxy.658 In each so-called “country of 

peoples’ democracy,” stakeholders split into factions based on their attitudes towards 

established management and planning practices, which generally fell along a spectrum of 

responses. On one end of the spectrum, conservative “dogmatists” expounded what 

scholars now refer to as neo-Stalinism, insisting on the superiority of the centralized 

control over most economic life. On the opposite end, radical “revisionists” championed 

decentralization and local autonomy as part of broader efforts to craft alternatives to 

Soviet-style socialism, even Khrushchev’s reformed version.659 Some initially labored in 

secret, rightfully fearing more crackdowns. “[I]n 1957-8, I embarked on the search for 

new ideas and new departures;” Ota Šik, an influential Czechoslovak academician, wrote 

in his seminal book The Third Way (1972), “at first only my closest friends knew what I 
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was doing…”660 Many revisionists worked openly in the capacity of advisors, however. 

For example, in shell-shocked Hungary Jenö Varga, the former Minister of Finance and a 

talented political survivalist, shepherded a commission expressly convened for 

elaborating reform strategies.661 Regardless, they all soon found themselves in the 

spotlight as their governments struggled to avert recessions with only orthodox 

instruments like revised production plans. 

Ideology aside, policymakers in the more developed Eastern European states 

debated not whether to launch their own reforms, but rather whether to adopt the most 

radical proposals. In general, these leading officials presided over economies geared 

toward extensive development, or growth achieved by supplying enterprises with ever-

greater amounts of labor and capital.662 The hallmark of Stalinist planning methods, 

extensive development generated stockpiles of easily quantifiable goods like kilograms of 

rolled steel, and even compensated somewhat for technological backwardness, but 

inevitably became less efficient over time. Once economies exhausted the high growth 

potential of the early postwar years, mobilizing available labor and capital reserves 

required increasingly large investments that yielded diminishing returns. By 1957, growth 

rates appeared to have plateaued, a trend exacerbated by the introduction of long-term 
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investment programs for capital-intensive sectors.663 Incompetent planners exerted a 

greater drag, however, especially through inadequate plan preparation, frequent plan 

revisions, and a disturbing lack of cost awareness. Obsolete assembly lines alternated 

between sitting idle and “storming,” or running at full bore in short bursts to meet last-

minute production deadlines, which resulted in a parade of miseries.664 In Czechoslovakia 

unionizers gathered to protest the Party’s “Gestapo methods.”665 In Hungary wage growth 

stalled while ready-made clothing prices hovered around seventeen times higher than 

their pre-war averages.666 And in East Germany officials battled rampant Republikflucht, 

or the flight of workers to West Germany via as yet unfortified Berlin.667 

Eastern European policymakers confronted some of the most troubling limitations 

of extensive development in what their present-day successors call the energy sector, 

which were plagued by underinvestment and overuse. Caught up in madcap 

industrialization drives, planners often prioritized churning out machines over fuel and 

electricity, the efficient production of which required either vast capital stocks or 

sophisticated technology, both in short supply.668 Worse, planners also failed to anticipate 

the real-world power needs of their most ambitious construction projects, leaving many 
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workers in the dark in a very literal sense.669 Before too long, systemwide demands 

exceeded available supplies, which led to all kinds of shortages. “The largest gaps 

between the production and consumption of coal (including exports) occurred in 

Hungary, East Germany, and Poland,” two Soviet economists noted in a retrospective 

analysis published in 1961, “of coking coal, in Bulgaria, and of oil, in Hungary, Poland, 

and Czechoslovakia.”670 Meager and uneven resource endowments complicated matters 

further; most states possessed substantial deposits of only the lowest grade of coal, 

lignite.671 Moreover, leveraging foreign trade to cover the deficits only encouraged 

planners to continue behaving irrationally thanks to emergent theories of an international 

socialist division of labor. In 1955, for instance, East Germany produced just 15 percent 

more bituminous coal than it imported from the Soviet Union despite possessing sizable 

deposits south of Berlin in the Cottbus district.672 

Thus, with Moscow’s apparent blessing, a handful Eastern European governments 

began formulating modest reform programs that followed their Soviet “elder brother’s” 
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example more than any revisionist’s writings.673 Working independently, policymakers 

endeavored to retool their economies for intensive development, or growth propelled by 

retrofitting enterprises with productivity-enhancing technologies like fuel-efficient 

engines. They shifted attention from the investment priorities of their management and 

planning systems’ to those systems’ inherent tendency to overburden enterprises with too 

many production targets, or “indicators” in the parlance. Throughout post-World War II 

Eastern Europe, vague plans had only pressured enterprise managers to fixate on outputs, 

encouraging planners to compensate by adding more and more indicators, inadvertently 

burying managers in detail. Solving the problem once and for all required devising new 

institutional frameworks that delegated real authority to managers while still enabling 

control by planners, ideally through additional (dis)incentives like bonuses and fines. 

Such an undertaking represented a bridge too far for most policymakers, however. 

Unwilling or unable to confront systemic shortfalls in either supply or demand, they 

settled on a workaround: a program that granted greater autonomy to smaller numbers of 

production units — in short, “decentralization through concentration.” With nods to the 

Kremlin, they typically gutted rather than “liquidated” their centralized ministries, 

replacing any discarded tiers of management with large amalgams of enterprises called 

“associations.”674 The ways in which they redrew their organizational charts varied 

considerably, however. 
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To be sure, the same governments also embellished their reforms in subtle yet 

crucial ways to adjust for their countries’ unique economic conditions, not to mention 

their leaders’ own interpretations of Marxism-Leninism. They strove to distribute 

authority more equally between central and regional organs, developing a whole new 

systems of management, two of which represented significant innovations. The first 

innovative system, which took shape in East Germany on 11 February 1958, reorganized 

oversight of industrial activity according to what officials termed “integrative and 

territorial principles.”675 Almost identical to Khrushchev’s, the system eliminated East 

Germany’s centralized ministries, transferring the institutions’ responsibilities to the State 

Planning Commission, and also merged the country’s largest firms into “associations of 

publicly owned enterprises” or VVBs (Vereinigung Volkseigener Betriebe).676 

Altogether, some seventy VVBs emerged in all. The second system, which coalesced in 

Czechoslovakia and Poland back-to-back the following April, reorganized management 

along an “integrative branch principle.”677 The Czechoslovak variant in particular 

replaced the country’s middle tier of managers, the ministerial departments, with 

“productive economic units,” or VHJs (Výrobně hospodářská jednotka). In sum, it 

rearranged 1417 enterprises into 383 VHJs of two broad types: 1) associations, and; 2) 
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smaller, consolidated firms.678 Taken together, both systems shared important similarities 

from a structural point of view, but nevertheless separated high-level administrators and 

production units by different degrees. 

In addition to reorganizing systems of management, policymakers also modified, 

or ventured to modify, complementary systems of planning that restricted independent 

decision-making on the shop floor. They reserved the most important changes for their 

indicators; nearly all reduced the total number of obligatory indicators assigned to the 

largest production units. Czechoslovak specialists, however, went one step further. Led 

by Kurt Rozsypal, the lead planner, they changed the main indicator used to assess 

enterprise performance and award fulfillment bonuses to personnel. In place of “gross 

output,” or the overall amount of goods produced, they substituted “cost of products 

realized,” or overall value of goods distributed, thus reorienting enterprise activity from 

merely fulfilling plans toward making actual contributions to the national economy, at 

least in theory.679 Rarely one-offs, such changes often went hand-in-hand with revised 

protocols that required planners to consider the growth of regional economies along with 

the national economy as a whole. In this respect, East German policymakers formed the 

vanguard. They instituted planning “from the bottom up” in which planners solicited and 

reworked proposals from enterprise managers before setting production parameters.680 
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Ideally, the protocols enabled tighter connections between so-called “vertical planning,” 

or planning by sector through centralized pyramids of bureaucracy — the ministries, 

associations, and enterprises — and “horizontal planning,” or planning by region through 

local bodies.681 In most cases though, the connections proved elusive. 

Irrespective of success, the very process of attempting economic reform forced 

Eastern European policymakers to learn the intricacies of their national energy systems. 

They experimented with a range of measures aimed at ensuring reliable supplies of fuel 

and electricity, from more “rational” planning to what one Soviet economist later termed 

“quasi-market” mechanisms.682 East German leaders, seeking to preserve “the outpost of 

socialism in the West,” dutifully doubled down on planning.683 Experts lobbied for the 

adoption of cost-saving technologies by publishing efficiency studies in trade journals. 

Two metallurgists in the steel industry, for example, lavished attention on the iron 

smetling furnaces of Switzerland, Norway, and Italy that ran on cheap hydro-electric 

power. “The electric low-shaft furnace consumes less coal even if we include the needs 

of the coal power plants,” they claimed.684 By contrast, Rozsypal’s team pushed the 

envelope with regards to markets. Indeed, they strove to transform all Czechoslovak 
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enterprises into the closest approximation to capitalist concerns that the socialist world 

had ever seen. “For instance,” a ministerial official for the chemical industry wrote, “the 

enterprise will now have to take care of the early deliveries of its own raw materials, 

power, and execution of general repairs. It will have to care take of the consumers’ side of 

its own business…”685 By so leveraging commercial exchange in combination with fixed 

prices, planners believed, enterprises would mitigate some of socialism’s worst 

distortions: hoarding, unsellable products, and surplus purchasing power. 

Captivated by the flurry of activity, Soviet economists and apparatchiks alike 

rushed to gather with their Eastern European counterparts to facilitate an exchange of 

best practices. Their timing proved impeccable. Just as representatives from 

Czechoslovakia, Hungary, Poland, and East Germany convened in Moscow to ink 

agreements about Druzhba, in December 1958, experts from the same four states plus 

Bulgaria met in Prague to discuss economic reform. The substance of the meeting, later 

published in two Russian-language volumes under the supervision of a seasoned Soviet 

diplomat, revealed the extent of the new institutional diversity among the Soviet-Bloc 

states.686 Figure 41 and Figure 42 below reproduce the organizational charts provided for 

the East German VVBs and Czechoslovak VHJs, respectively.687 The first shows that the 
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East German government “essentially preserve[d] the approach of subordinating 

enterprises to superior organs vertically,” to quote a prefatory analysis by Grigorii 

Borisovich Gertsovich and Ruben Nikolaevich Evstigneev, both Soviet economists.688 

The second reveals that Czechoslovak policymakers adopted a more radical approach, 

organizing enterprises into more flexible configurations to secure their “broader 

rights.”689 Distilling the Party line, Gertsovich and Evstigneev also explained the 

diversity in terms of one idea, Lenin’s “democratic centralism,” or an organizational 

system that used concentrated voting processes to generate binding policy decisions. With 

memories of the Hungarian uprising still fresh, notions of separate “national roads to 

socialism” simply could not be resurrected.690 
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Figure 41: Standard organizational chart for an East German VVB, 1961



 

 

 

 

 

Figure 42: Standard organizational charts for Czechoslovak enterprise-type VHJs, 1961
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Soviet officials continued to monitor the implementation of the Eastern European 

reforms over the following years not only to ensure a minimum of ideological 

conformity, but also to derive useful policy lessons. Evstigneev in memoirs provided a 

compelling explanation for the ongoing interest. “This was not just a fashionable topic,” 

he asserted, “but, as it seems to me, a sudden thirst for knowledge about why our 

‘younger brothers’ live better than us.”691  The Czechoslovak reforms attracted particular 

attention. For instance, in March 1960, the State Scientific-Technical Committee of the 

Council of Ministers USSR, the top Soviet body for science policy, dispatched a 

delegation to observe Czechoslovakia’s reformed production units in action. Led by an 

expert on standardization and quality control, the delegates interviewed state planners and 

ministers as well as toured eight factories and three institutes in seven cities, including 

Prague, Brno, and Bratislava, all over a three-week period. They ultimately drew a telling 

conclusion. “The Czechoslovak system of organizing management, which is based on the 

complete autonomy of enterprises and associations in the planning of industrial 

production… ” the delegates declared, “simply cannot be realized in our conditions.”692 

The scale of Soviet production, the size of Soviet territory, and above all the inability to 

revive centralized ministries precluded such action. Nevertheless, Soviet planners could 

profit from the Czechoslovak example, chiefly by establishing “direct ties,” or relations 

forged by administrative fiat, between lead and subordinate enterprises.693 
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 The creative experimentation with new forms of management and 

planning throughout the Soviet Bloc during in late 1950s ultimately proved ill-fated. 

Beginning in 1960, nearly all of Eastern Europe’s planned economies entered a deep 

recession that led many policymakers to question the wisdom of their recent 

reorganizations. In each country the recession occurred due to a combination of factors, 

but in the majority breakdowns in foreign trade with other socialist countries played an 

especially crucial role.694 Incomplete deliveries of goods hindered enterprises from 

acquiring necessary inputs on time, in sufficient quantity, and in the correct assortment.695 

Shortages of key building materials, particularly steel, brought construction projects to a 

halt, setting off what Rozsypal later called “a chain reaction” of broken contracts that in 

some cases spread as far as the consumer goods industry.696 Compensatory imports from 

capitalist countries accomplished little other than increases in debts. And to top 

everything off, a Cold War imperative to raise military spending constantly left planners 

with no reserves on which to draw. In response, policymakers abandoned not only their 

annual production plans but also many of their reform programs, re-centralizing 

management and planning by various means through 1962. In Czechoslovakia they 
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imposed dramatic budget cuts.697 In Hungary they belatedly consolidated enterprises into 

associations.698 And in East Germany, they erected the Berlin Wall.699 

 All the same, in the early 1960s the dark cloud of recession rolled through 

Eastern Europe with the brightest of silver linings: the construction and operation of 

Druzhba’s first segments. Policymakers expected that the impending completion of the 

massive petroleum artery would bring at minimum some temporary relief from 

debilitating fuel shortages, freeing resources to be invested elsewhere. They were more 

correct than they knew. In 1962, the worst year of the recession, the chief clerk of the 

Central Statistical Administration USSR confirmed in a report for top Communist Party 

officials that the Soviet oil industry had experienced truly stunning growth over the 

postwar period, and could experience even more with enough support. “Within the past 

fifteen years, 1947-1961,” the statistician asserted, “crude oil production in the USSR 

increased by 144.3 million tonnes — that is, by 7.6 times.”700 Moreover, in 1961 the 

Soviet Union’s share of the annual increase in global oil production rose to over a 

quarter; and over three quarters of that growth occurred in the Volga-Urals, including 

Tatarstan.701 The report, marked “off the record [ne dlia pechati],” almost certainly never 

circulated outside of Moscow; but its contents hardly remained a secret. By the end of 
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1962, Eastern European policymakers clearly understood that they were poised to link up 

with one the largest sources of energy ever known.  

Thus, the late 1950s witnessed two major developments in the history of the 

Soviet Bloc: the emergence of economic reform and the beginnings of international 

cooperation in the energy sector. Caught between dogmatic (re)centralizers and 

revisionist decentralizers, policymakers throughout most of Eastern Europe adopted 

cautious reforms modeled on Khrushchev’s earlier efforts. On the macro level of analysis, 

they aimed to transition their national economies from an extensive to an intensive mode 

of development, focusing closely on energy-saving technologies. On the more micro 

levels, they circumvented abiding chain-of-command issues in their systems of 

management and planning by delegating more authority to fewer production units, which 

merged into new associations. Policymakers in East Germany and Czechoslovakia 

devised the most innovative ways of managing these associations, with the former relying 

more heavily on planning, the latter on regulated markets. Regardless, sustained 

economic growth remained elusive and then all but disappeared in the early 1960s with 

the advent of a region-wide recession. To minimize the damage, policymakers rolled back 

their reforms by bringing enterprises under greater centralized control. They also hedged 

their investments in fuel production, anticipating reprieves from the Druzhba pipeline and 

a booming Soviet oil industry. Talk of renewed reform efforts persisted, however, 

especially in the Soviet Union, where a single newspaper article and reports of gusher 

strikes in Siberia seemed to open new possibilities. 
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4.3 Energy Problems Emerge 

On September 9, 1962, the Communist Party of the Soviet Union floated arguably 

the most revealing trial balloon in its postwar history in the form of an article on the third 

page of Pravda.702 Composed by Evsei Grigorievich Liberman, a professor of economics 

in Kharkov, Ukraine, the article bore the alliterative title “Plan, Profit, and Bonuses” 

[“Plan, Pribyl, Premiia”] in large, bold, and angular typeface that signalled to readers the 

provocative nature of its contents. In the lengthy text that followed, Liberman distilled 

work he had published years earlier in a Soviet academic journal for broader audiences, 

proposing new systems of management and planning based on a seemingly capitalistic 

principle, profitability.703 “That principle…,” key text in boldface read, “posits that 

enterprises will be rewarded on the basis of equity participation in generated revenue: the 

higher the plan for profitability that the enterprise itself will generate, the greater the 

reward.”704 To realize it, policymakers would have to make dramatic changes. Most 

important, they would have to change the main indicator used to assess overall enterprise 

performance from “gross output” to “profitability of goods produced” — almost exactly 

like under the ill-fated reform in Czechoslovakia, although Liberman’s idea predated 

Rozsypal’s. The article became an overnight sensation, eliciting vibrant public debate on 
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both sides of the Iron Curtain that continued for years. On 12 February 1965, Liberman’s 

portrait even graced the cover of Time Magazine.705 

Soviet leaders amplified their call to renew experiments with economic reform by 

creating a new branch of the Academy of Sciences USSR: the Institute for the Economy 

of the World Socialist System (IEMSS). A response to increasing activity at the 

Comecon, IEMSS grew out of a division of the Academy’s preexisting Institute of the 

Economy that had specialized in Eastern Europe. And although established in summer 

1960, the Institute actually began operating a year later, publishing its first original book-

length work in October 1962, only a month after Liberman’s article went to press.706 

From the outset, IEMSS enjoyed a substantial operating budget, just over 282,000 rubles, 

enough to cover the monthly wages of at least one hundred research faculty.707 Moreover, 

it boasted well-qualified and connected leadership. Gennadii Mikhailovich Sorokin, the 

first full-time director, hailed from an inner sanctum of Gosplan USSR, the Division of 

Master Planning. Evstigneev in his memoirs remembered Sorokin as “innovative 

[neordinarnyi],” “sharp-witted,” and “incisive.”708 Another colleague described him as “a 

prominent expert” as well as “a firm statist and advocate of the planned regulation of the 
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national economy.”709 That disposition proved an important asset. Indeed, on Sorokin’s 

watch IEMSS grew into a highly-sought-after advisory body. Soviet, Eastern European, 

and Comecon organs alike began consulting the Institute as a matter of course, often 

commissioning studies to inform their policymaking.710 

Reading the signal loud and clear, five Eastern Europeans governments — those 

of East Germany, Bulgaria, Czechoslovakia, Poland, as well as Hungary, respectively — 

soon began formulating new reform programs that bore striking resemblances to 

Liberman’s proposal. Much like the first reforms, these second-wave iterations centered 

on a transition from extensive to intensive modes of development. Yet in an important 

twist, they attempted to achieve that transition by leveraging market forces, or what 

socialist policymakers euphemistically called “indirect methods” or “economic levers.”711 

These reforms never aimed to institute the foundations of a market economy in the 

capitalist sense, however. Rather, they sought to tap deeper into the financial and material 

interests of enterprises to achieve a net increase in “labor productivity,” a term that 

denoted the shedding of excess (read: hoarded) labor and capital. Most often, they 

endeavored to relieve their newly created associations of some administrative 

responsibilities as well as link their fulfilment of plan targets with new money incentives 

for all employees. “In this new economic mechanism,” R. N. Evstigneev explained in a 

seminal book on the reforms, “the organic unity of planning and market should coalesce 
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such that the conditions and rules of market relations are determined by centralized 

decisions stipulated in national economic plans.”712 Put another way, the reformed 

socialist economies attempted to harness limited forces of supply and demand as efficient 

means of delegating centralized decision-making power to enterprises. 

When it came to reforming systems of management, the Eastern European 

governments in question followed Liberman’s prescription almost to the letter, 

streamlining if not exactly simplifying chains of command from top-level administrators 

to enterprise managers. They also followed another cue from the Kremlin, which itself 

came under new management in October 1964 when L. I. Brezhnev and a coterie of 

conspirators ousted Khrushchev in what by Soviet standards was a peaceful palace 

coup.713 That is to say, they reestablished centralized ministries to govern broad sectors 

of industry, having discovered such bodies to be indispensable. They tinkered with their 

newer associations in their own ways, however, experimenting with different 

configurations of production units, different degrees of autonomy, and different degrees 

of specialization.714 Evstigneev in his book distinguished two ideal types: 1) groupings of 

independent units by product(s), and; 2) groupings of dependent units by production 

process. As a rule, the first type occurred more frequently than the second, though neither 

occurred “in pure form.”715 Additionally, Evstigneev identified a number of structural 
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similarities between associations from different countries, including dedicated divisions 

for prospective planning, production operations, as well as research and development.716 

Over time, Eastern European associations came to resemble each other more and more, at 

least in terms of their overall numbers. By 1967, East Germany counted around 80, 

Czechoslovakia 90, and Poland 110.717 

To improve systems of planning, the same governments not only borrowed from 

but also built on Liberman’s proposal, instituting new indicators, protocols, and 

accounting practices all to instill a keener sense of frugality in enterprise managers. The 

majority abandoned indicators concerning the quantity and assortment of goods in favor 

of others concerning the optimal use of labor and resources. They coupled these revisions 

with protocols that emphasized adopting a longer view toward economic development 

generally. “The common thread running through the all decisions of the brother Parties is 

that throughout the planning process,” Evstigneev explained, “the center of gravity must 

now be transferred to the compilation of prospective plans.”718 The traditional five-year 

plan remained “the primary instrument” of economic development; but creating 

provisional rather than binding versions became the overarching goal. Most important, to 

ensure that these changes stuck, policymakers set aside shares of every enterprise’s 

profits in special accounts to be used at their manager’s discretion (more or less). These 

accounts bore names like “expansion fund,” “workers fund,” and “reserve fund,” among 
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several others, but typically served the same general purpose: to leverage workers’ 

“material interest” in abiding by hard budget constraints.719 If workers received bonuses 

for doing their jobs in more cost-effective ways, the idea went, society as a whole would 

yield greater returns on investment. In practice, however, the accounts provided only 

modest incentives to contain operating costs. 

Eastern European governments also designed their reforms to accomplish goals 

far broader than any set by Liberman, particularly the development of energy-intensive 

yet highly-lucrative industries like metallurgy, machine building, and chemical 

production. The success of the Druzhba pipeline and similar projects served as the key 

motivating factor. East German policymakers, for instance, prioritized transitioning from 

a coal- to a petroleum-based chemical industry, having carefully diagrammed the 

potential advantages. In machine building, they showed, the introduction of plastics 

would simplify an array production operations. In electronics manufacturing, the use 

printed circuits, dip solders, and synthetic resins would enable high degrees of 

automation that would be impossible otherwise. And in the textiles industry, synthetic 

fibers would open possibilities for creating whole new product lines with civilian as well 

as military applications. All this is to say nothing, of course, about the lubricants and 

heating oils generated by petroleum refining itself, which would help to mitigate ongoing 

fuels shortages. “Consequently,” Walter Ulbricht, East Germany’s First Secretary, 

declared at a Party Congress in January 1963, “rapid development of the chemical 
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industry and especially the creation of strong petroleum chemistry is of decisive 

importance…”720 Ongoing cooperation with Soviet petroleum experts no doubt 

reinforced Ulbricht’s convictions. A few months later in April, teams of East German and 

Soviet geologists uncovered sizable oil deposits along East Germany’s Baltic coast.721 

Of all the Eastern European governments, the Polish government led by 

Władysław Gomułka arguably expressed intentions to build economic growth by 

leveraging Soviet oil abundance in the most transparent ways. In September 1963, a full 

year before Druzhba became fully operational, Antoni Radlinski, Poland’s Minister of 

Chemical Industry, discussed state investment policy in detail during an interview about 

the pipeline for the Polish newspaper Zycie Gospodarcze [Economic Life]. “Although the 

Peoples’ Democracies have turned their attention to developing their own fuel base,” 

Radlinski explained, “the rapid increase in demand for liquid fuels will not change the 

situation under the present system, i.e. the Soviet Union will be the basic supplier of oil 

for many years.”722 This state of affairs suggested an international division of labor that 

favored Poland. While the Soviets produced and shipped crude oil to the Eastern 

Europeans, saving the cost of transporting more volatile refined products, the Eastern 

Europeans themselves processed it, creating far more valuable commodities. “To 
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understand how profitable oil-processing is,” the Polish minister emphasized, “one need 

only cite the fact that investments for this purpose pay for themselves in two-and-a-half 

to three years.”723 Nevertheless, building a petrochemical industry from scratch was “a 

very costly business,” which meant that success hinged on “a consistent investment 

policy.”724 Thus, Radlinski all but declared outright that any economic reform would 

compliment outlays to Soviet-enabled chemical production. Otherwise, Poland would 

miss out on a windfall. 

Along with Druzhba, news of record-breaking oil discoveries in the heart of 

Soviet Russia almost certainly encouraged Eastern European governments to skew 

investment toward energy-intensive industries as well. The discoveries became public 

knowledge no later than April 1964, when a trio of articles entitled “People and the 

Subsoil: Dispatches about Siberian Oil” appeared in Pravda. Written by a single special 

correspondant, the articles recalled earlier “dispatches” about Volga-Urals oil that the 

newspaper had run in the late 1930s. The author concentrated attention on Tyumen, one 

of the oldest cities in West Siberia, underscoring the enormity of the undertakings there 

with thick description and key phrases. “We often call large oilfields ‘Second Baku’…” 

he reminded readers. “The results of [geological] research speak to the fact that a ‘Third 

Baku’ will soon emerge in Siberia.”725 Several months later in November, Piotr 
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Jaroszewicz, a ranking member of the Polish government, distilled the implications for 

Eastern Europe in yet another Pravda article. Writing on the Comecon, Jaroszewicz 

reemphasized the challenge of supplying the Peoples’ Democracies with enough energy 

to propel continuous growth. “The Soviet Union will make a great contribution to the 

fullment of this task,” he declared. “It will satisfy around 80 percent of the brother 

countries’ import demand for fuel-energy resources [emphasis added].”726 At least one 

Eastern European scholar, an East German, subsequently interpreted Jaroszewicz’s 

statement as official Soviet policy in academic work.727  

Thus, before long most of Eastern Europe began leveraging Soviet energy in ways 

that threatened to create acute shortages, sparking contentious policy debates within the 

Kremlin. In 1965, IMESS scholars first alerted Soviet policymakers to the danger in a 

commissioned study of socialist integration. Assessing economic growth in every 

constituent country, the scholars underscored “serious disproportions in the development 

of extractive and manufacturing sectors, as well as between the demands and abilities of 

several socialist countries to meet demands for fuel, electrical power, and many types of 

raw materials.”728 Put another way, the satellite states appeared to be diverting 

increasingly greater resources from energy production into machinery production, relying 
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on Soviet imports to cover the deficits. The imbalance manifested most clearly in four 

states, including three that had launched reforms as well as participated in the building of 

the Druzhba pipeline: East Germany, Czechoslovakia, and Hungary. Statistics told the 

story. From 1951 through 1955, the ratio of overall fossil fuel production to overall 

industrial production in these states equalled 77.9, 84.5, and 96.8 percent, respectively. 

Yet when calculated over the longer period from 1951 through 1962, those ratios fell by 

significant margins, reaching 50.9, 78.8, and 83.4 percent.729 In response, Soviet 

policymakers in various Comecon fora began broaching what they called the “fuel and 

raw materials problem” [toplivno-syrevaia problema].730 By 1967, that problem 

represented an established academic subject in its own right. 

To preempt any unfavorable responses from Moscow, Gomułka in early 1968 

cleverly submitted to the Comecon’s Secretariat a scathing report on the institution’s 

foreign trade regime that recalled Liberman’s article from years earlier. Composed by a 

dedicated Polish revisionist, the report identified the member-states’ incompatible pricing 

systems as the greatest barrier to deeper socialist integration and offered a variety of 

solutions, including “real exchange rates,” flexible plan coordination, as well as a 

liberalized trade in consumer goods.731 More important for Gomułka, the report also 

proposed measures designed to weaken the Kremlin’s control over energy flows within 
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the Comecon zone. Member-states would continue spelling out the details of raw 

materials exports in long-term contracts, but start formalizing compensatory exports in 

looser agreements, defering to negotiators to sort out the finer points. If endorsed, the 

arrangement would enable the Eastern Europeans to lock in deliveries of the most vital 

Soviet minerals well before entering talks over the sale of their most lucrative 

manufactures. For example, if Gomułka’s government in a long-term contract agreed to 

pay for Soviet oil with machine tools, Polish negotiators could bargain to export the most 

profitable combination of tools while Soviet negotiators would be left with their hands 

tied.732 Nevertheless, the Kremlin seized on Gomułka’s proposal as an opportunity to 

jumpstart the Bloc’s economic growth by requesting formal responses from each 

member-state. 

Unknown to Soviet and Eastern European policymakers alike, the enthusiastic 

reception of Gomułka’s report at the Comecon marked the zenith of the economic reform 

movement in the socialist world. Over the following months, two Eastern European 

governments, those of Hungary and Czechoslovakia, simultaneously instituted market-

based reforms that pushed socialism to its limits in remarkably different ways. First, the 

Hungarian government led by János Kádár launched its “New Economic Mechanism” 

(NEM), the most radical reform ever attempted in the Soviet Bloc.733 The NEM 

completely abandoned the two defining features of Soviet-style socialism, central 
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planning in quantitative units and centralized resource allocation, reducing planning to a 

process of shaping enterprise behavior with financial instruments like taxes and deposits 

to reserve funds. Enterprises, in turn, began to operate on a purely profited-oriented basis, 

albeit in an environment initially shielded from global commodity prices. In short, the 

NEM heralded an unprecedented “hands-off” approach to socialist economic 

administration. True, enterprises continued to maintain their organizational structures, to 

report ministerial bureaucrats, and to navigate a complex system of non- or not-entirely-

market prices; but they no longer operated within the constraints of plan indicators.734 In 

response, Brezhnev and his government merely stood by, interpreting the NEM as a 

logical extension of Liberman’s proposal, and understandably so.735 A Communist Party 

retained full control of the program throughout its implementation. The same could not 

be said for the reforms in Czechoslovakia, however. 

In the end, a newly-elected leader’s failed attempt to translate greater economic 

freedom into greater political freedom in the spring of 1968 altered the course of the 

reform movement in a seemingly irreversible way. Just two months after becoming 

Czechoslovakia’s First Secretary, Alexander Dubček abolished press censorship, 

rehabilitated victims of political repression, and regularized state relations with churches 

to fullfil a public pledge that had helped bring him to power. Working closely with Ota 

Šik, a top economist, Dubček then developed a so-called “Action Programme” aimed at 
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creating “a new profoundly democratic model of Czechoslovak socialism…”736 The 

program quickly drew the ire of Soviet leaders, who attacked their Czechoslovak 

counterpart for “risking counterrevolution.”737 Nevertheless, by early summer the 

Communist Party of Czechoslovakia all but ceased to function, precipitating a crisis. 

When last-ditch negotiations failed in late August, Brezhnev launched a full-scale 

military invasion that eventually restored communist rule in Czechoslovakia after months 

of peaceful civilian resistance. In the interim, a defeated Dubček signed an agreement in 

Moscow “to protect” socialism and remained in his post until the following April, when 

he was finally ousted. Šik, already away on holiday, fled into exile in Switzerland, 

returning only in 1989.738 All told, Brezhnev used the incident, now known as the Prague 

Spring, to send a clear message. From that point onward, socialist reform would be 

confined to economics alone. 

If the Warsaw Pact invasion of Czechoslovakia resolved the question of “national 

roads to socialism” once and for all, the incident resolved nothing in relation to the fuel 

and raw materials problem. Despite Dubček’s transgressions, Brezhnev allowed Soviet 

petroleum exports to Czechoslovakia to continue unabated in the aftermath of the Prague 

Spring.739 Aggregated data published contemporaneously by the Ministry of Foreign 

Trade USSR revealed only a slight volumetric increase from 1968 to subsequent years, 
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one that might be explained by larger deliveries of refined oil products rather than 

crude.740 (See Figure 43.741) All the same, Soviet leaders chose diplomacy over coercion 

as the best way to tackle what they considered a purely economic dispute, folding the 

matter into the ongoing discussions of Gomułka’s proposal. Compiling the responses 

from Eastern Europe, they scheduled the Twenty-Third Session of the Comecon’s 

Assembly for April 1969 to set the terms for developing a “Comprehensive Program for 

Socialist Economic Integration.”742 Thereafter, Viktor Stepanovich Fedorov, chief of the 

Soviet delegation to the Comecon’s Standing Commission on Oil and Gas, became 

instrumental in drawing up the Program’s energy goals. The Standing Commission, 

Fedorov noted in a thirty-page report to his superiors, submitted for consideration a 

fifteen-point research agenda, a plan for national-level specialization in petroleum 

refining, and a plan to expand Druzhba. Moreover, it also submitted coordinated 

production plans for 1971-1975 before any of the nineteen other Standing Commissions 

then active.743
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Despite the progress made in developing the Comprehensive Program, Fedorov in 

his report warned that the fuel and raw materials problem would get out of hand if the 

Kremlin failed to act swiftly. “Throughout the Thirtieth, Thirty-First, and Thirty-Second 

Sessions of the Commission and subsequent meetings of its working groups,” the chief 

delegate wrote, “the Soviet delegation repeatedly underscored the gravity and acuity of 

the problem of supplying the Comecon member-states with fuel and energy resources 

through the period up to 1975.”744 He explained that statistical material from the Eastern 

European delegations indicated skyrocketing rates of oil consumption in most of their 

countries. By 1975, demand in East Germany would increase 91 percent, in Poland 82 

percent, and in Czechoslovakia 80 percent.745 Worse, he emphasized that most Eastern 

European countries appeared not only unable to produce significant amounts of oil 

themselves, but also unwilling to import significant amounts from the Middle East, which 

exacerbated matters.746 To bring the point home, he declared that creating sufficient 

production capacity would be impossible “with only the power and means of the Soviet 

Union” — that is, without the aid of the Eastern Europeans.747 Regardless, the warning 

fell on deaf ears. At the Standing Commission’s subsequent sessions, the Soviet 
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delegation secured little more than a written consensus that importing more Middle 

Eastern oil represented a “high-priority issue,” a symbolic concession.748 

Ironically, Fedorov submitted his warning at a moment when the Soviet oil firm 

Tatneft verged on a remarkable milestone: one billion tonnes of crude produced over its 

entire lifetime. To celebrate the achievement, the Soviet government in June 1970 

honored Tatarstan as a whole with the Order of the October Revolution, an award that 

recognized exceptional service to communism.749 Although little more than window 

dressing, the decoration nevertheless signalled the Kremlin’s faith in the ability of the 

republic’s army of oil workers to rise to any challenge — faith that appeared to be 

especially well founded from a statistical point of view. Indeed, around the very same 

time the Central Statistical Administration USSR published one of its most revealing 

snapshots of the Soviet oil industry in the form of a dedicated handbook marked “for 

official use only” [dlia sluzhebnogo polzevaniia]. The data therein revealed that Tatneft 

outperformed Soviet Russia’s thirteen other oil firms in two key metrics: the highest 

amount of crude produced per worker, and the lowest prime cost of production.750 Put 

another way, they showed that the Soviet oil firm with the greatest output also just 

happened to be the most economical. If circumstances ever demanded a confrontation 
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with the Eastern Europeans over their voracious energy consumption, Soviet 

policymakers no doubt wagered, then the Soviet Union could not be better equipped. 

They proved correct in everything except their own leadership abilities. 

4.4 Socialism Diversifies… And Fractures 

Soviet policymakers introduced the Comecon’s Comprehensive Program to their 

citizenry on in early August 1971, with all the customary communist fanfare short of a 

parade; they even printed much of the remarkably detailed, technical text in extended 

editions of Pravda and Izvestiia.751 The full Program, published as a pamphlet the 

following year, spanned four chapters, 17 sections, and more than 200 multipart 

articles.752 The opening articles situated the Program as the next logical step in the 

socialist world’s historical development, specifying coordinated planning, joint research 

efforts, and specialization in industry as the next-generation tools of socialist integration. 

The more substantive articles, however, betrayed an abiding concern for energy security, 

although only ten addressed the “fuel-energy sectors” per se and none addressed any 

“fuel and raw materials problem.”753 For instance, an article in the planning section called 

for sharing best practices in forecasting fuel and electricity demands (ch. II, s. 4, a. 

10.1.1). Another in the research section, implicitly taking note of the dramatic expansion 
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of offshore oil drilling in the North Sea and Gulf of Mexico, stipulated joint efforts to 

study the seas and oceans with the aim of exploiting their “mineral resources” (III, 5, 2). 

And yet another in the machine building section detailed cooperative production of state-

of-the-art geological survey equipment like drilling apparatus (III, 10, 35.5). And in case 

anyone missed the point, popular periodicals like Literaturnaia gazeta [Literary 

Magazine] embellished their own articles on the Program with photographic collages of 

hydroelectric stations, high-voltage powerlines, and, Druzhba itself.754 

To ensure the new Comprehensive Program’s success, Soviet policymakers 

opened new channels to Eastern Europe for exchanging the vast knowledge of socialist 

management and planning that had accumulated over the past decade of reforms. They 

spent liberally to reinforce the academic study of the “socialist enterprise” 

[sostialisticheskoe predpriiatie], establishing dedicated journals, printing specialized 

textbooks, and supporting prestigious research institutes, including IEMSS.755 That 

particular institute’s scholars, in turn, advanced the effort by hosting foreign exchange 

students, organizing international symposia, and corresponding more regularly with their 

Western counterparts.756 All of this investment generated an outpouring books, essays, 

and journal articles between 1970 and the early 1980s that probed current socialist 
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management practices and charted potential new directions.757 The work initially 

culminated in October 1971 in the form of an international conference on what the 

Comecon had already designated Theme 23-1, “The Management of Enterprises and 

Associations.”758 Hosted by Poland, the event brought together experts from at least four 

other member-states to develop research agendas on topics like (de)centralization, 

automation, and performance assessment. Over subsequent years, policymakers 

throughout the Soviet Bloc held additional conferences on related themes, prompting the 

Comecon’s leadership in July 1975 to call for the establishment of an International 

Institute for Industrial Management Problems in Moscow.759 All told, the interchanges 

revealed that institutional diversity encumbered socialist integration at the enterprise level 

to a significant degree, but also enabled some notable achievements. 

Indeed, by effectively facilitating knowledge transfer, Soviet policymakers 

contributed to the Comprehensive Program’s few early successes with regard to the fuel 

and raw materials problem — or the “fuel-energy problem,” as it had come to be known. 

In a classified review completed in 1975, IEMSS scholars counted among those 

successes a handful of signed oil export contracts covering the next five years, an 

estimate of the Comecon zone’s energy consumption over the next fifteen years, as well 
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as a formalized plan to build high-voltage power lines from western Ukraine to central 

Hungary.760 More important, they also documented the creation of three novel types of 

cross-border socialist joint companies, all of which represented significant departures 

from the purely exploitative versions established after World War II. Given confusingly 

similar names, these “intergovernmental economic organizations” (MGEOs), 

“international economic associations” (MKhOs), and “cooperative enterprises” (SPs) 

represented innovative attempts to harmonize production within and especially across 

specific sectors of industry. A total of fourteen coalesced between 1972 and 1974.761 The 

two MKhOs InterAtomInstrument and InterAtomEnergo, for instance, came together to 

coordinate the manufacture of tools for nuclear power plants within eight countries, 

including Yugoslavia.762 If successful, these and similar companies promised not only to 

surpass the levels of integration achieved by building Druzhba, but also to help increase 

energy access within the entire Soviet sphere of influence. In short, they would thread the 

needles required to stitch the world’s planned economies closer together. 

Despite these specific examples of heightened coordination, in the grand scheme 

of things Soviet policymakers unequivocally failed to prevent the fuel-energy problem 

from worsening during the first four years of the Comprehensive Program’s 

implementation. IEMSS scholars in the same review concluded that the Comecon 
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programmy sotsialisticheskoi ekonomicheskoi integratsii stran-chlenov SEV: Itogi za 10 let (Moscow: 
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member-states outside the Soviet Union were poised to consume about twice as much 

energy in 1975 as they had in 1960, citing scaled-up Soviet petroleum exports as a crucial 

prerequisite of growing energy use.763 They also projected that the volume of crude oil 

consumed by the Eastern European countries in particular would continue to skyrocket 

over the next several planning periods, more than quadrupling from 62 million tonnes in 

1970 to approximately 250 million tonnes by 1990.764 Combined with stagnating rates of 

energy production within most of the Peoples’ Democracies, the trends indicated that the 

Soviet government would have to extend enormous capital investments that would limit 

its ability to expand other domestic sectors. “To ensure a coordinated increase in energy 

supplies,” the scholars wrote, “the Soviet Union from 1976 to 1980 must channel to the 

fuel-energy sectors six billion rubles of direct capital investment, not including 

expenditures for infrastructure [emphasis added].”765 The Eastern Europeans appeared 

ready to cover about half that cost, they noted, but still needed to do more. With the 

Soviet oil industry crawling ever farther eastward to Siberia, only the implementation of 

an effective, integrated, and multilateral fuel-energy program would avert a crisis. The 

new joint companies, of course, would have to play a leading role.766 

Aside from Eastern European energy policies, IEMSS scholars blamed the 

Comprehensive Program’s failures on “institutional barriers” [vedomstvennie barery] that 
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complicated efforts to deepen socialist integration at the enterprise level.767 They noted in 

their review’s opening pages that some of the most imposing barriers ironically existed 

within the structure of the Comecon itself. Developed to address problems of an “intra-

industry character,” Comecon institutions like the Standing Commissions now struggled 

mightily to coordinate efforts of an “inter-industry character.”768 Worse, more and more 

of the institutions established specifically to foster greater inter-industry collaboration, 

the joint companies, now appeared to shrink before the task. The MGEOs, unable to 

translate policy recommendations into new trade agreements as intended, became 

superfluous advisory bodies, essentially duplicating the work of the Standing 

Commissions. The MKhOs, which comprised enterprises from multiple countries that 

reported to an array of ministries, often became entangled in red tape. And the SPs 

generally languished in a sort of legal no man’s land, since many host governments failed 

to pass laws governing their operation.769 “At the present time,” the scholars wrote, 

“legislative acts regulating the activities of cooperative enterprises exist only in Romania, 

Hungary, and Czechoslovakia. In Poland, pre-revolutionary laws are used for this 

purpose [emphasis added].”770 Thus, solving the Comecon zone’s fuel-energy problem 

required securing some semblance of regulatory convergence within the member-states 

well before developing and implementing a Comecon-wide energy strategy. 
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Soviet policymakers increasingly gnashed their teeth in frustration over Eastern 

Europe’s declining energy security largely because mitigating the risks required 

sacrificing ever more economic growth potential at home. From 1967 onwards, IEMSS 

scholars in their works on the socialist energy trade repeatedly cited the same curious 

statistic: that the Soviet government invested at least three times more capital to export 

fuel to Comecon member-states than it would have had to invest to produce the machines 

received as payment.771 True or not, the argument almost certainly reflected a consensus 

within the Soviet academy, if not the Kremlin, otherwise scholars would have jettisoned 

it. Instead, experts kept deploying it with others. Mustering more easily verifiable 

evidence, they also bemoaned the losses incurred from prioritizing fuel over machine 

production. “The capital investment per additional unit produced in the fuel and raw 

materials sectors, as a rule,” two IEMSS scholars declared in 1973, “is significantly 

higher than the average for industry [as a whole], especially the machine building 

sectors.”772 Publicly available statistics supported the implication, i.e. that the machine 

building and metalworking industries suffered as a result of higher investment in the oil 

and gas industries. Taken together, they show a declining rate of investment for machine 

building and metalworking, but a sharply increasing rate for oil and gas.773 

 

771 IEMSS, Mirovaia sostialisticheskaia sistema khoziastva, T. 3 (1967), 113; and I. D. Kozlov and E. K. 
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Following the recommendations from IEMSS, Soviet policymakers endeavored to 

bring the fuel-energy problem under control by, among other things, coordinating efforts 

to transform the Comprehensive Program’s joint companies into effective production 

units. They collaborated with their Eastern European counterparts on the Comecon’s 

Executive Committee to issue a directive standardizing the organization of the MKhOs in 

1976.774 They encouraged various scholars within the Academy of Sciences USSR to 

study the companies, fostering more international symposia, at least one international 

research project, as well as the publication of three new books, including a potentially 

useful treatise on contract relations.775 And of course, they also established another slate 

of joint companies through bilateral as well as multilateral agreements. Nevertheless, 

these and related efforts ultimately failed to overcome the institutional barriers that had 

stymied deep integration at the enterprise level from the Comprehensive Program’s 

inception. An interdisciplinary team of twenty IEMSS scholars in the late 1970s captured 

the sad state of affairs in a volume on socialist foreign trade, prefacing an analysis of the 

joint companies with the acknowledgement that they carried out economic activity “on a 

very limited scale.”776 All told, the scholars concluded that the companies failed to meet 

expectations largely because socialist governments subordinated them to existing import-

 

774 IEMSS, Upravlenie vneshneekonomicheskoi deiatelnostu sotsialisticheskikh stran, ed. O. T. 
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export firms, refusing to permit others to work with partners across national borders 

independently for fear of losing local control and often monopoly pricing power.777 

The brief yet curious history of InterNefteProdukt in the late 1970s and early 

1980s nicely illustrates the shortcomings of the Comprehensive Program’s joint 

companies in the energy sphere. Headquartered in Bulgaria, InterNefteProdukt 

coordinated the manufacture of petrochemical feedstocks across four other Eastern 

European countries as well as the Soviet Union. The concept behind the company 

originated in the late 1960s with the first proposals to organize multilateral cooperation in 

low-volume petroleum refining, but gained traction in April 1975 during the Forty-Third 

Session of the Comecon’s Standing Commission on Oil and Gas.778 At the Soviet 

delegation’s request, the Standing Commission reviewed possible divisions of labor the 

following October, but because of unspecified delays voted to finalize contractual 

agreements only in May 1977.779 After “corrections of a legal character” delayed things 

further, delegates formally signed the agreements establishing InterNefteProdukt on in 

early June, 1977.780 Nevertheless, the Standing Commission initially ceded no 

responsibilities to the new joint company. Rather, it continued coordinating the 

manufacture low-volume refined oil products itself well into the next year, even debating 
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specialization agreements for chemical catalysts before handing the project over.781 By 

the early 1980s, InterNefteProdukt boasted a full-time executive board as well as the right 

manage its own property, but not the right to set prices for products or even deliver 

products to clients.782 The joint company remained beholden to sponsoring governments’ 

import-export firms until its dissolution. 

The Soviet Bloc’s inability to leverage the joint companies ultimately became just 

one in a long list of reasons why the fuel-energy problem deteriorated into a full-blown 

crisis starting in the mid-1970s. The main contributing factor was the Soviet 

government’s own mismanagement of its oil industry. After reaching peak production 

from Romashkino in the early 1970s, Tatneft began losing upwards of eighty thousand 

barrels per day of capacity every year.783 To compensate for the shortfalls, Soviet 

policymakers diverted massive resources from the Volga-Urals eastward to West Siberia, 

where an industrialization campaign was in full swing, but soon encountered unforeseen 

challenges.784 Put simply, they confronted the limitations of the turbodrill and 

waterflooding techniques, the very innovations that had transformed the Soviet Union 

into into a leading oil producer more than two decades earlier. Unwieldy and inefficient 

in Siberian permafrost, the turbodrill fell out of use in favor of the old rotary drill, which 
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despite its advantages still slowed exploration.785 Waterflooding proved unreliable and 

more capital intensive in Siberian weather, and so both added to the immense logistical 

burdens of operating in far western Russia and produced lower levels of recovery than 

planners anticipated.786 To top everything off, internecine feuds between various 

ministries took a heavy toll on productivity as well. The resultant stagnation garnered 

significant attention. In 1977, CIA agents produced a classified intelligence memorandum 

that began with the line: “The Soviet oil industry is in trouble.”787 That analysis proved 

quite correct. 

Soviet policymakers further exacerbated the crisis by consistently using crude oil 

as their primary “swing fuel” when adjusting their country’s trade balance between 1975 

and 1985.788 During the course of five-year plans, whenever surging imports and lagging 

exports generated a deficit in the Soviet Union’s balance of payments, policymakers 

boosted energy exports to replenish their hard-currency reserves. They made these 

adjustments only on an ad-hoc basis, most often when imports of grain exceeded planned 

amounts, and possessed several other instruments like gold sales that could have 

accomplished the same objective. Nevertheless, they came to depend on their “oil spigot” 

as a quick fix when three short-term trade deficits threatened to throw the Soviet 
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economy into disarray beginning in the late 1970s.789 Ironically, they remained steadfast 

anti-mercantilists throughout the entire ordeal. When global oil prices rose and the 

balance of payments held firm, Soviet policymakers either maintained or decreased hard-

currency oil exports, generating fewer cash earnings than they might have otherwise. 

Worse still, they failed to factor the internal costs of oil production into their decision-

making until shortages became acute around 1979, again missing out on rising global 

prices. Left with fewer options at that point, they turned to substituting oil with natural 

gas for both domestic use and exports. The switch bought time, but not enough for either 

Brezhnev or his successors to implement a more permanent solution.790 

Furthermore, Soviet policymakers neglected to manage other powerful drains on 

their energy supplies, most especially wasteful manufacturing processes at home and 

Eastern Europeans’ ravenous consumption abroad. Neither represented new 

developments. Since the late 1960s, IEMSS scholars harped on about their country’s 

“comparatively high rates of raw material consumption” in various sectors, particularly 

automotive manufacturing.791 For example, the Soviet GAZ-51 and U.S. Studebaker E-

Series, two models of light-duty truck, boasted the same carrying capacity yet remarkably 

different curb weights: 750 and 625 kilograms, respectively. The Soviet Stalinets T-100 

and U.S. Caterpillar D-6, two models of track-type tractors, boasted similar performance 

characteristics yet remarkably different metal intensities per horsepower: 0.12 and 0.9 
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tonnes, respectively.792 Dispersed across the entire economy, these and other hefty 

vehicles not only guzzled gasoline, but also created path dependencies that ministerial 

officials never felt compelled to reverse for a lack of incentives from central planners. 

That same inability to forge effective linkages between related economic problems 

plagued Soviet-Bloc trade as well. V. S. Fedorov warned his superiors of the issue well 

beforehand in June 1970, declaring that the evaluation of Comecon initiatives within 

Soviet ministries “remains poorly organized.”793 Years later, the ministries still routinely 

struggled to agree with each other on the terms of new trade agreements, often petitioning 

the country’s top leaders to intervene. The phrase “with the aim of expediting signing” 

remained a stock phrase on official correspondence.794 

Unable either to secure adequate supplies or limit always voracious demand, 

Soviet policymakers nevertheless continued flushing ever more crude through the 

Druzhba pipeline, a situation that the Eastern Europeans exploited with relish. From 1975 

through 1979, the share of oil and electrical power in all Soviet exports to socialist 

countries jumped from 26.1 to 36.0, percent according to the Ministry of Foreign Trade 

USSR.795 The resultant oil flood kicked off a bonanza in Eastern Europe. Equipped with 

massive refineries, the Peoples’ Democracies processed millions of tonnes of cheap crude 
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into a plethora of valuable fuels, lubricants, and feedstocks, selling large volumes to 

Western Europe at world prices for handsome profits. They then reinvested the dividends 

back into the refineries to expand production capacity, creating a feedback loop that 

redounded to the most lucrative sectors of their national economies, particularly machine 

building. Figures 44-46 below visualizes the effects on capital investment in 

Czechoslovakia, Poland, and Hungary using data published by the Comecon’s 

Secretariat.796 In each case, the investment in machine building (dark green) ballooned 

while investment in fuel production (light blue) remained minimal. Accompanying data 

on those same countries’ meager oil outputs and abundant oil imports visualized by 

Figure 47 confirmed that the latter powered the abrupt expansion, which came to an 

equally abrupt end thanks to overzealous spending and foreign debt crises. By 1979, most 

Eastern European economies either stagnated or contracted while the Soviet economy 

reeled from energy shortages.
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Figure 44: Capital investment in Czechoslovak industry by sector, 1965-1979 
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Figure 45: Capital investment in Hungarian industry by sector, 1965-1979 

.

322 



 

 

 

Figure 46: Capital investment in Polish industry by sector, 1965-1979 
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Figure 47: Eastern European imports and outputs of crude oil, 1965-1979 
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In spite of the increasingly dire energy outlook, Soviet policymakers persisted in 

their efforts to contain the cost of fueling Eastern Europe through the Comprehensive 

Program until the end of the Brezhnev regime. They doubled down on collaborative 

research, joint investment, and, of course, infrastructure projects, even chalking up a few 

more achievements in each sphere. In 1975, participating governments organized 

“InformNefteGaz,” a library system for disseminating the latest information on all things 

oil and gas.797 In 1977, they met with specialists from Iraq for the first time under the 

Comecon’s auspices to discuss pooling resources in searches for new oilfields.798 And in 

1979, they finished construction on a twenty-seven-hundred-kilometer-long natural gas 

pipeline called Soiuz or “Union,” which stretched from the Russian city of Orenburg to 

the Soviet Union’s western border.799 All this success, however, merely maintained the 

levels of socialist integration achieved during the building of Druzhba. To deepen 

integration further at last, policymakers in 1975 seized on a proposal from IEMSS 

scholars that called for expanding the Comprehensive Program through a series of more 

focused “Long-Term Target Programs.” Launched unceremoniously in 1978 and 1979, 

these Long-Term Target Programs aimed to grow foreign trade among the Comecon 

member-states by coordinating their national five-year plans around just a handful of 
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major investment projects in five key areas, with energy topping the list.800 Yet like many 

earlier efforts, these plans too ultimately gave way to short-term priorities.801 

In the early 1980s, a group of Soviet officials struggled in vain to bolster oil 

production in Tatarstan with equipment purchased from Hungary during the 

Comprehensive Program’s latter stages, unknowingly providing a useful metaphor for the 

fate of socialist integration. The project involved building a new automation-equipment 

factory in Leninogorsk, the oil town that had sprung up around Well #3, the first to tap 

into Romashkino. “Despite repeated orders from KVS [the Committee on Questions of 

the Comecon],” two high-ranking apparatchiks announced in a memorandum dated July 

1981, “the assembly of the factory continues to proceed at an extremely slow pace.”802 

“Systematic” neglect on the part of two ministries, they concluded, had jeopardized major 

investments. Imported equipment worth a combined total of 18 million rubles, or about 

12 million U.S. dollars, still sat unused and rusting on the construction site, which 

remained pitifully understaffed.803 More troublingly, this white elephant resembled 

several others unfolding in West Siberia. Efforts to build an auto-repair plant in the city 

of Nizhnevartovsk with equipment from Czechoslovakia and pumping stations on five 

oilfields with equipment from East Germany likewise foundered on issues of 
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coordination.804 In some cases, Eastern European firms had repeatedly failed to meet 

contractual obligations; in others, Soviet firms failed to move imported machines to their 

designated destinations. The familiar problems spoke to the legacy of failed economic 

reforms: over-centralized management, overzealous planning, and most of all, fettered 

enterprises that in most cases did not have price signals to shape their decision-making. 

4.5 Varieties of Socialism 

IEMSS scholars continued to formulate solutions for the Comecon zone’s so-

called “fuel-energy problem” well after oil shortages in their country decayed into a crisis 

of stunning proportions. For instance, in 1979 a team of some twenty-five scholars 

published a monograph that included not only a comprehensive policy roadmap covering 

all sectors of industry and agriculture, but also detailed case studies encompassing eight 

countries.805 The team therein urged top-level decision-makers grappling with the issue to 

widen their gaze to include all institutions concerned with economic management, 

planning, and scientific research, not just foreign trade. “It is no longer possible to solve 

the fuel and raw materials problem solely on the basis of traditional, mutual foreign trade 

shipments,” the scholars argued in the volume’s conclusion. “Foreign trade now in ever 

greater degrees reflects cooperation directly within the sphere production.”806 All the 

same, subsequent efforts to translate that advice into multilateral action rarely if ever 
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expanded beyond the academic. In December 1980, leaders of the recently established 

International Institute for Industrial Management Problems in Moscow hosted an 

international conference focused solely on the fuel-energy sectors. The event brought 

together more than forty experts from across the Soviet Bloc and Yugoslavia, but 

ultimately resulted in no meaningful policy proposals. Judging from the published 

collection of papers presented, only one participant attended on behalf of a joint 

company.807 

Other Soviet scholars likewise continued to track the results of efforts to deepen 

socialist integration through the Comecon years after many policymakers seemingly lost 

faith in them. Around the time of Brezhnev’s death in 1982, two scholars working within 

the All-Union Institute for Scientific and Technical Information, another sister 

organization of the Academy of Sciences USSR, took up the unenviable task of 

composing the Soviet Union’s official ten-year review of the Comprehensive Program. In 

the opening chapter, the duo heaped praises on the Program’s results in the energy 

sphere, deceptively highlighting a 62 percent increase in aggregate oil production from 

1970 to 1980 while omitting any mention of aggregate consumption.808 They offered a 

more candid assessment in a subsequent chapter on the Long-Term Target Programs, 

however, declaring that “environmental and economic factors will limit further growth in 
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the production and export of oil, gas, as well as non-ferrous metals from the Soviet 

Union.”809 They also concluded with a thorough if overtly rosy overview of a recent 

campaign to foster multilateral integration. While past multilateral efforts mainly 

centered on new trade agreements, they wrote, future ones would enhance cooperation 

between all manner of associations, enterprises, and research institutes — or more 

simply, “economic organizations” [khoziastveniie organizatsii].810 Thus, Soviet scholars 

on the eve of Gorbachev’s ascendance to power signaled to the public that all was not 

well in the socialist world, but stopped short of sounding alarm bells. 

What is more, a dedicated cohort of IEMSS scholars carried a torch for socialist 

integration even as their country’s top Party officials struggled to prop up two terminally-

ill heads of state. Throughout the 1980s, members of this cohort once again zeroed in on 

socialist enterprises, crafting increasingly bolder critiques of Soviet management 

practices. In a monograph on inter-enterprise relations, a pair of economists argued in 

favor of “greater rights and powers” for both ministries and associations in foreign trade 

matters.811 In another book on new kinds of associations in East Germany, another duo 

praised the synthesis of administrative and operational processes within production 
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units.812 And in a dense tome on the role of enterprises in the transition to intensive 

economic development, a group of more than a dozen scholars led by R. N. Evstigneev 

threw down the gauntlet to neo-Stalinists everywhere. “In our opinion,” the authors 

declared, “when addressing this problem [of balancing centralism and managerial 

autonomy], it is no longer possible to proceed from the traditional idea… that the center 

should only give orders, and the enterprises only obey.”813 All told, the cohort found a 

receptive audience in Gorbachev, but failed to make any real impact on Soviet energy 

policy thanks to the sharp vicissitudes of the global oil market. By the mid-1980s, 

policymakers found themselves wedged hopelessly between failing oil wells at home and 

rock-bottom oil prices abroad. 

Taken together, the collective efforts of IEMSS scholars and their colleagues 

revealed that Soviet-Bloc socialism was nothing if not a socio-economic system best 

spoken of in the plural. Rather than dissipate after the Prague Spring, the fissures between 

Soviet and Eastern European economic mechanisms that had first appeared during the 

Khrushchev years only deepened during the Brezhnev years, cleaving apart distinct 

varieties of socialism. And much like the varieties of capitalism debated by scholars 

today, these varieties of socialism differed most clearly at the firm level. Indeed, a 

modest application of the varieties of capitalism approach to the study of late-socialist 

 

812 A. Ia Shabalin and L. I. Tsedilin, Kombinaty v sisteme upravleniia narodnym khoziastvom GDR, otv. 
ped. O. R. Latsis (Moscow: Nauka, 1984), 156. 
813 IEMSS, Predpriiatiia v usloviiakh intensifikatsii: Opyt evropeiskikh stran SEV, pod. red. R. G. 
Evstigneev, V. K. Senchagov (Moscow: Ekonomika, 1987), 6. 
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political economies supports this proposition. Using data from the World Intellectual 

Property Organization, an agency of the United Nations, Figures 48-49 report indices 

measuring the degree to which innovation in the Soviet Union and Hungary concentrated 

into any of thirty-two technology classes during the 1980s.814 The first sixteen classes, 

including machine tools, civil engineering, and metallurgy, typically develop by 

incremental innovation, or the repeated addition of small-scale improvements that add or 

sustain value to existing products. By contrast, the last sixteen, including organic 

chemistry, pharmaceuticals, and surface technology (coating), typically develop by 

radical innovation, or the invention of novel products or processes that create new 

markets.815 With higher scores indicating greater specialization relative to six Soviet-Bloc 

states plus Yugoslavia, the figures show that the Soviet Union generally specialized in 

incremental innovation, and Hungary in radical innovation. The divergence reflected, 

among other things, the international socialist division of labor.

 

814 WIPO Statistics Database, Intellectual Propert Right: Patent; Indicator: 5 Patent Grants by Technology, 
accessed December 13, 2019, https://www3.wipo.int/ipstats/. 
815 Peter A. Hall and David Soskice, eds. Varieties of Capitalism: The Institutional Foundations of 
Comparative Advantage, Reprint ed. (New York: Oxford University Press, 2013), 41. 



 

 

 

Figure 48: The Soviet Union’s patent specialization by technology class, 1980-1989
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Figure 49: Hungary’s patent specialization by technology class, 1980-1989 
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Overall, the Druzhba pipeline, the main artery through which Soviet oil flowed to 

Eastern Europe, played a key role in the fracturing and collapse of socialism as a viable 

system of economic organization in the modern world. Acting much like a chemical 

catalyst, the massive piece of fossil fuel infrastructure accelerated the rate of ongoing 

social, political, and economic reactions already fulminating in the crucible of the Cold 

War without itself undergoing any substantial change (expansion notwithstanding). The 

direct link to Soviet petroleum abundance allowed Eastern European policymakers to 

refocus their investments on energy-intensive manufacturing during a time of dynamic 

experimentation with systems of socialist management and planning. That rapid 

adaptation of economic strategy, in turn, created powerful external pressures on Soviet 

policymakers to scale up investment into oil production rather than more profitable 

outlets like machine building. To counteract such pressures, Soviet policymakers 

launched efforts to deepen the levels of socialist integration achieved by building the 

pipeline, aiming to augment the forces of central planning with limited forces of supply 

and demand. The efforts achieved some additional large-scale successes, but ultimately 

foundered for a multitude of reasons, especially the ridiculous complexity of the 

undertakings. Indeed, by the early 1980s, even the mid-1970s, the Soviet oil economy 

faced significant internal problems compounded by heightened short-term thinking, 

leading the long search for external economic friendship to give way to far a more 

desperate search for internal economic stability.816

 

816 Myant, The Czechoslovak Economy, 203-213. 
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Conclusion: Reckoning with Triumph and Tragedy 
Between 19 April and 9 June 2019, the operators of Druzhba experienced a major, 

unplanned interruption in crude oil deliveries for the first time in the pipeline network’s 

fifty-five-year history. Somehow, Druzhba’s cargo had become contaminated with 

organic chlorides, powerful solvents that some oil producers use to enhance recovery, 

most often from deposits with high paraffin content like those in the Volga-Urals. Since 

chlorides cannot be separated from crude oil outright, repair crews resorted to gradually 

flushing the network with “clean” crude of the proper specification, storing the “dirty” 

output in tank farms and even unused segments of the pipeline itself. The tedious process 

took months to complete. According to the Vice President of Transneft, the company 

now managing Druzhba, the volume of contaminated crude shipped abroad totaled more 

than 3 million tonnes. A criminal investigation of the incident soon led to the arrest of 

eight people, but initially yielded more questions than answers. The investigators quickly 

determined that the chloride-ridden crude had flowed into Druzhba following illegal 

injections at a private storage depot committed as acts of revenge against ongoing theft of 

on-spec crude from the same location. More important, journalists reported that 

investigators had also found all the relevant quality-control paperwork to be “in good 

order,” suggesting some of the alleged perpetrators had simply rubber-stamped it. All 
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told, the incident cast a spotlight on Transneft’s system of management, exposing “weak 

links” in operational oversight, quality control, and risk assessment.817 

The first and so far only unintended cessation of Russian oil exports through 

Druzhba serves as a powerful reminder that the questions explored in this dissertation 

remain salient matters of economic policy as well as of academic debate. In sum, this 

dissertation has argued that the history of Russian oil comprises at least as many stories 

of adaption, innovation, and integration as stories of stagnation, misappropriation, and 

dissolution. In the first decades of Communist Party rule, Soviet policymakers chose to 

neglect their new country’s oil industry out of an abiding fear of unpredictable energy 

production, which threatened the viability of central economic planning. In the first years 

of the Cold War, they chose to reorganize their oil industry from the bottom up after 

discovering that the some of richest, most arable land of the Volga-Urals concealed an 

ocean of petroleum, the Romashkino supergiant. And at the very height of the Cold War, 

they chose to leverage their oil industry to forge a lasting connection with reluctant, 

Eastern European allies in the form of the Druzhba pipeline, seeking to realize a dream of 

just societies free of economic exploitation. But that dream ultimately proved elusive. 

Rather than accelerate the growth of a rational socialism, Soviet oil ironically fueled the 

demise of a sclerotic socialism by, in part, catalyzing a process of economic 

diversification within the Eastern European states that imported it. 

 

817 For a thorough examination of the incident, see Vitaly Yermakov, “The Druzhba Pipeline Crisis: The 
Lessons for Russia and for Europe,” Oxford Energy Comment (Oxford, UK: The Oxford Institute for 
Russian Energy Studies, June 2019), https://www.oxfordenergy.org/publications/the-druzhba-pipeline-
crisis-the-lessons-for-russia-and-for-europe/. 
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A color photograph taken in Tatarstan at Druzhba’s so-called Zero Kilometer or 

input terminals helps to convey this interpretation at a glance.818 The placard in the 

foreground reads as follows: “From here on 4 November 1964 Tatar oil began its run in 

the name of peace and friendship!” To the left of the text, the flags of four Eastern 

European states help complete the overall message by indicating Tatar oil’s final 

destinations — from top to bottom, Hungary, Czechoslovakia, Poland, and East Germany. 

Yet by the time that the photograph itself was likely taken, the mid-1970s, Druzhba’s 

cargo was already becoming a liability for an increasingly unstable Soviet government. 

Put more succinctly, the triumph of developing Romashkino was transforming into a 

tragedy of prosperity denied. 

 

Figure 50: Druzhba’s Zero Kilometer, Almetevsk, Tatar ASSR, c. 1975  

 

818 RGAKFD no. S 0-3895 tsv. 
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