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1. Booording to a prere bulletin, by a dearee of the Soviet aOvernmbnt 
of February 28, 1950, t!! exohaa rate of tha ruble relative to the U.S . 
do- (and a l l  other aurrenoies r has been adjueted uprard A p m  ruble 5.30 
to the U .S, dollar to ruble 4 t o  tbe dollar.  The ruble h e  thus be- @ appreaiated by 32.5 per o a t .  

Sin- 1918, prim8 charged and r e d d  by Soviet foreign trade mmopolis~ 
to or From trade partners abroad nre expressed in foreign ex&ange, generally 
in m o m  aomwbible ourrenuy (mtly U S .  dollar) or mom r e m t l y  also in 
sterlw, ineof 'ar  a6 the partner oountrlee belong to the traneferable aoaaunt 
group of m t r i e s .  There I 8  no dlreot relation botueen t h e e  prime and 
domsetio rublo priaas. The ruble exohango rete, therefore, hae not been- 
insofar a8 merahandiss trade ie  oonmmd--a link between dometlo prime and 
,?ria98 prevailing abrotd. Should the Soviet Union oonthue t o  me sxolueivdy 
t h i s  method of trading, the preaent adjustmsnt in the exchange rata of the 
ruble toward8 the U,S a dollar would have no bearing 011 its trade relation 
w i t h  the rest of  the world. 

2. It is  possible, however, that due t o  the mpid inoreaes of I t a  ahare 
in the foreiEpl trade of the hetern  European o o u l l t r i s ~ ,  aom departure f r o m  
this trading method, at  lsaet ineofar a6 the aountriea of Eastern Europe are 
oonoorned, I s  omtamplated by the Soviet authorithe.  

A t  present ths aooounte of merahandlee trade between the Soviet Union and 
the Eastern European oauatriee is oarried in lloompensation dollard1 at  prime 
p v a i l i n g  on "world marketsn 
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Taking into acwunt  the euonomio syetem of these uauntries, thia trading 
mthod hns proved oonduclve t o  the expaneion of t h e i r  mutual trade. It waa 
not uonduoive however t o  a oloaer eaanomio integration between these muntriee 
and the  Soviet Union. The domeetio ruble prices hnw no alose  relation t o  the 
domeatia prlaes prevailing i n  Caechoalovakis, Poland, o r  Rumania. Domeatiu 
prices have been decreed by the  respective planning author i t ies  of fhs 
individual countries alwaya from the point of view of the integral ewnomiu 
plan of a given muntry. 

T h e  3ovlet Union, being the aupplier of raw materials and, besides 
Csechoslovakla, aleo the min provider of cadtal goods of Eastern European 
wuntrieo, apparently intends  to   t ransfer  f ts  tradlng w i t h  these uountrise 
F r o m  th "uompensation dollar" and world pricea fa a ruble baeia. In other 
words, it may lntend to oharge, BB well 138 pay its trading partners in 
Emten Europe the domestic mble prices (the turnover tax excluded) and t o  
keep the trading aoownts in rubles. By t h i n  prowdure the Soviet Union 
would enable the countries of Eastern Europ t o  ad jwt   g radual ly  their 
prim struoture t o  the priae levels prevailing i n  the Soviet U n i a ,  

la doing th i s ,  not only will the p o u w n t e  of trade between the Soviet 
Union and a reepective  Eaetern Empean a o m t r y  be carried i n  rublee, but aleo 
d t i l a t s r a l  se t t le%nts  between the individual  Eaatern Ehmpean countries 
in rubles will be made pf~!eible. The  trade agreements between Finland, the 

Auguat 1949, the auoounte of which are   carr ied in rmbles, may have been 
intended a8 a pathfinder  for t h i a  prouedure (see RD-988 and I F.P.S Vol, 11, 
lo. 3) I (In faut, balance i n  mtual pa;rIlle?ta wan aesured by agreement) Suoh 
mult i la teral isat ion of trade witisin Eastern Europe h a  been p r o o l d m d  as one 
of the a b  of the Ehnopeu Counoll  of Mutual Aid, 

Soviet Union EUXI Ceechoalovaua md POW, respectively, conoluded in 

3. A real mult i la teral iaat ion Of trade  within  Eastern Europe, while the 
preeent ruethod of priqing is  maintained in foreign traue,  w'lethr on tha 
"compensation dollar' or ruble baeie ( a t  whatever r a t e  of exchange), would be 
impoeeib1e. It mat therefore be aeaumed that i f  the Soviet   authori t ies  
(apart f'rom the long-run p o l i t i w l  aim of cloeer  integratfon of the economiee 
of the cauntriea of Eastern Ehmpe with the eaonomy of the U S S H, ) intend 
t o  ml t i la te ra l i sw  t rade  relatiom of the  Eaetern European coimtrlea, the 
prima charged aad m i d  in trade  with aEd among such countries have to Se 
c l o a e v  related to Soviet wholeaale price8  (apart &k.on t ampor t a t ion   coe ta )  . 
M y  thus can the ruble serve as a baeie of  amount and a e t t l e w n t  between the 
o m t r i e s  of Eastern Europe on a multilateral barria. 

Sinw in the Soviet 'Jnion alrroet  the  entire  tax & d e a i s  levied a t  
the diBtribution level ,  and only 03 consumer goode intentied for domestic w e ,  

l e  t m t  the present produwr pricee ( i n  o n  terminology wholeeale 
Soviet 'Jnlon a re  suah, that they aorreepond t o  the new rate of 

4 mblee t o  the dollar t n t o   t h e  previoue rate of 5.30 rublee t o  the dollar.  

y In the form of turnovsr t ax  which accounts f o r  BOW 75 per oent of total 
)Ca&cr 

0 bUd@fil'y l W d p t 6  Of th Soviet hiOn. 
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It may be that suoh cmneidsratlons of purohaeing p e r  parity in terms of 
rubles have motivated the preaent adjuatmnt. 

While there are some data on Soviet  retail  prices of concrureer goode, no 
data uhatcroever are available as to the level of douaatio wholesale  (prcducer) 
prime.   It  ie possible  that while applying domestio wholesale prime in ita 
trade relatiom  with other member8 of the Council of Mutual A i d ,  the Soviet 
Union intenda, by the  appreuiation of the ruble, to a s m e  l t e e l f  satiefaotorp 
terms of trade. This doe8 not man, of oourse, that aatually the Soviet Union 
W i l l  give l t ) B 8  export goods and rewive more import goode than it does nm in 
"comwneation dollar11 tradn. It my be no more them a mane of  oontinuing 
tha present terms of traae whan prices and acoounts are on a mble  bsele .  

Auoording to the AseooiaPadFreae, the "diplomatlu exchange ratell of 
8 rublee to  the dollar has h e n  mwd, es  of Brch 1, 1950, to 6 rubles t o  
the dollar, whioh represents an appreuiation by one-third, The Ildiplomatio 
rate", however, will be entirely abolished ae of July 1, 1950. 

4. Downward adjuetmsnts in donmstio retail prioee by som 10 to 14 per 
cant bere announoed for most important conauIoBr goods (bread, meat and meat 
produote, flour, cereals, i 'iah and f f e h  products, del= pmchots,  flugar, aa 
well a8 textilea and presumably alao footwear) . Wh2h these price adJucrtmente 
are important for tm real wages of the Soviet population, they m y  have no 

and tax structure of the Soviet economy. 
bearing on the adjuetment in the axchange rab ,  becauae o f  the peouliar prim 

The combined a n n o u n m n t  of  the two movoa, hotfever, may bo inportant 
f r o m  the puyahologiaal point of via, both in I t s  effect on the  Soviet 
population, a8 well aa in relatian to the  outelde world, prticulnrly ehould 
ths present ridjuefment i n  the ruble rate imply significant overvaluation of 
the ruble i n  relation to the aurrenciea cf other Eastern European aountrlea. 

5 .  A more extensive dleouesian I s  in preparation. 



T e x t  Dome on tha  Ruble 

published in the New York T h e  of kruh 1, 1950 
(a8 fasued by the Tam, the of f i c i a l   Sov ie t  Yews Agen 

T h e  folloving  statement has been iaaued by the Cowmil of  1h4sters of 
the UaS.S .R. regarding the transfer of  the ruble t o  tne gold standard and 
the raising of the rate of exuhange of ths ruble wlth regard to foreign 
uurrenoleer 

T h e  uurrenuy reform i n  the U.S.S.R. aarrled aut in December 1947, 
srsdlcated the aftermath of the seoond World War in ourrenoy oiroulatlon 
and reetored  the^ Full value of the Soviet  ruble. 

The abolition of the ra t ioning eystom carr ied out simultaneo1relp wlth 
the ourrenay reform and tne eubstantlal reduotlon in ?rice8 of coneuraer goods 
-led out three tin;ss in the course of 1947-50, resulted i n  a s t i l l  p a t e r  
strengthening of tho ruble, raising its purcnaeing power and raiaing its 
rate of exahangs in r e l a t ion  t o  foreign uurrenaies. 

BDrecLation 91 Other Land2 

A t  t h e  eame time a depreciation of currenchs has occurred ir~, and is 
con t ln ing ,  in Western mutrier3 whioh bas already led to t n e  devaluation of 
~uropean mwrao iea .  

Ae regard8 $he United Stat68 of America, the uninbmunted rise of 
prices of consumer goode and the inflation conthuhg on t h i s  baeie, about 
which rorrpanelble repreemtat ives  of tke  Vni+,ed States Government have repeat- 
edly apoken, have likewise Led to a substantial  remotion in the puruhaaing 
m e r  of the aol la r .  

Ouing to t n e  above-etated oircumstawxm ttle purahaaing power of the 
ruble ha8 beoome higher than i t a  o f f i u i a l  r a t e  of exchange, In vhw of t h i e  
the  Soviet Government has power If neaessary t o   r a i s e  the o f f i c i a l   r a t e  of 
exchange of the ruble, and t o  calculate  the rate of exohange of t h e  mble 
not  on t h e  baeia of the dollar, aa waa established in July 1537, but 00 a mre 
stable,  gold baaie, i n  wmfirmity w i t h  the gold aontmt  of the ruble. 

Praaaeding f r o m  t h i e ,  the Couno'l of Ministers of the U.S.S.R. hae 
deoiclsdr 

l a  From Maroh 1, 1950, t h e  rate of exchmge of tho ruble with respeot 
t o  foreign ourrenaiea ahall not be concluded on the basis of t h e  dollar but 
shall be traneferred t o   t h e  mre atable golu  atandard, increaeing the  gold 
ooatent of ths ruble. 
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2 .  T h e  gold -tent of the ruble will be fixad a t  0.222168 grama of 
fine gold. 

3. From Maroh 1, 1950, the purchaalng prim of the State Bank of the 
U.8.S .R. for gold shall be f h d  at 4 rublee 45 kopeoke per gram of fine 
gold 

4 .  From k r c h  1, 1950, the rate of exchanga o f  the ruble with reamct 
to foreign countries a h a l l  be fixed, in keephg with the gold content of 
the ruble as eatabl i sbd in Paragraph 2, at 4 rubles for one Awrium dollar 
instead of 5.30 nreviouely and at 11 rubles 20 nopecks for  one pnad a t e r X q ,  
inetead of 14 rubles 84 kopeaka aa at preeeat . 

The U.S.S.R. w l l l  reviee accordingly tm rate of exohange of the ruble 
with reepaut to other foreign oouphibsr 

In the event of further ohangea in the gola content; of foreign curmoieb 
or ohanges in tbe rate of  exchenge, t5a S t a b  Bank of the U.S.S.R. will eatablish 
the rate of e o h g e  of  the ruble wi+n rospeot to foreign ourrenolea! with due 
uomideration for them olrmss. 


