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Abstract: The problem of European goods transit from the Black Sea ports of Russia through
Transcaucasia to the northern markets of Persia in the 19" century is considered. The author analyzes
the history of its functioning, pays special attention to the process of Russian bureaucracy’s discussion
of the issue of the expediency of preserving the Transcaucasian transit which was finally closed in
1883. The historiographic analysis reveals that the problem of the role of Russian entrepreneurs in
the abolition of duty-free transportation of European goods through Transcaucasia to Iran has not yet
been covered properly. The author discloses the position of entrepreneurs on the issue under considera-
tion through the analysis of materials stored in the fund of the Moscow Exchange Committee of
the Central State Archives of Moscow; there are considered the arguments in favor of abolishing
the transit expressed by the entrepreneurs associated with export to Iran in the early 1880s; there are
revealed the Russian entrepreneurs’ appeals to the government. The author comes to the conclusion
that in the circles of the highest bureaucracy there was no unified position on this issue, which was due
to the differences in the assessment of the role of commercial cargo from Europe to Iran for the deve-
lopment of the Russian economy. Whereas some officials, as well as representatives of the commercial
and industrial circles, considered the preservation of transit to be an obstacle to the sale of their own
products, for another part of the state bureaucracy it was a fiscal source of replenishment of the trea-
sury. As a result, the pressure on the part of the commercial and industrial circles involved in the export
trade with Iran led to the abolition of duty-free transit for European goods.
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Poccuiickue sakcnopTepsl B UpaH vs 3aKaBKa3CKUU TPAH3UT
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AnHoTanusa: OcBemaercs npodiaeMa TpaH3UTa €BPONCHCKUX TOBAPOB U3 USPHOMOPCKUX IOP-
ToB Poccuu yepes 3akaBkas3be Ha ceBepHble phiHKY Mpana B XIX B. ABTOp aHaIU3UPYET UCTOPUIO €T0
(GYHKIMOHUPOBAHMS, YACNSICT CIEUHATbHOE BHUMAHHE IPOIEcCy 00CYKACHHS POCCHHCKON OI0pokpa-
THEH BOIpoOca O 11e1eCO00pa3sHOCTH COXPaHEHHs 3aKaBKa3CKOI'O TPaH3UTa, OKOHYATEIbHO 3aKPbIBLIETO-
cs B 1883 r. Mcropuorpaduueckuii aHamu3 MMO3BOJMII BBISICHUTB, YTO TPOOJIEMa POIHM POCCHHCKUX
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npeanpuHUMareneil B oTMeHe GeCIOLUIMHHOIO NIPOBO3a €BPOINEiiCKUX ToBapoB uepe3 3akaBkasbe B Mpan
elle He NOJIy4YMIa CIIEHalbHOIO OCBEIIEH s, BhIABIseTCS MO3UIMA NpeANPUHUMATENIEH IO CYILECTBO-
BaBILIEMY BOIIPOCY 4epe3 aHaJIU3 MaTEPUAJIOB, OTIOKUBIIUXCA B GoHIEe MOCKOBCKOrO OUPIKEBOroO KO-
mureTa LleHTpanbHOro rocy1apcTBEHHOr0 apXuBa ropoga MoCKBBI; pacCMaTpUBAIOTCS JOBOJbI B I10JIb-
3y JIMKBHIALIMU TPaH3UTa TeX NpeAlpUHUMATENed, KoTopble B Havyane 1880-x rr. ObUTH CBsI3aHBI C
HPAaHCKUM 3KCIOPTOM; BBIABIIEHBI 00OpallleHHs NPeAIPUHUMATENEH K LIAPCKOMY IIPaBUTENbCTBY. ABTOD
HPUXOAUT K BBIBOJY 00 OTCYTCTBHM B KPYrax BbICLIEH OIOPOKpAaTHU €IUHON MO3UIUU [0 JAHHOMY BO-
IpoCy, 9TO OBUIO 00YCIIOBIECHO PA3NIUYMAMH B OLICHKE PONI KOMMEPYECKHX TPy30B, CIEITOBABIINX U3
EBpomns! B Upan, 111 pa3BUTUS POCCUMCKON SKOHOMUKH. Ecnu ofiHa rpymnna YMHOBHUKOB, KaK U Mpe-
CTaBHUTEN TOPTOBO-TIPOMBIILICHHBIX KPYTOB, BUJETIa B COXPAaHEHUH TPAaH3UTA MPETATCTBUE IS COBITA
OTEUECTBEHHON NPOAYKLUUH, TO U APYrOH 4acTU rOCyJapCTBEHHON OIOpOKpaTuu 3TO ObLT (HCKATb-
HBI MCTOYHMK IIONOJHEHMS Ka3Hbl. B pesyibrare naBileHHE CO CTOPOHBI TOPrOBO-IPOMBILIUICHHBIX
KpYroB, y4acTBOBABIIMX B 9KCIIOPTHON Toprosie ¢ MpaHoM, IpUBeNI0 K OTMEHE OECHOIIINHHOIO TPaH-
3UTa AJIs1 €eBPONEHCKUX TOBAPOB.

KiroueBble cj10Ba: poccuiicko-nepcuacKas TOProBils, Ho3aHeuMmuepckas Poccus, MexayHa-
POZHBII PBIHOK, POCCHICKOE KYIIEYECTBO, SKOHOMHYECKAs! UCTOPHSl, BHEILHS TOPrOBILL

Jaa nurupoBaHua: Koproyxosa 11" Poccuiickue skcnoprepbl B MpaH vs 3akaBKa3CKUH
TpPaH3UT €BPOIEHCKIX ToBapoB B Hagane 1880-x rr. // BectHuk Poccuiickoro yHHBepcuTeTa IpyxKOBI
Haponos. Cepust: Mcropust Poccun. 2022. T. 21. Ne 4. C. 556-567. https://doi.org/10.22363/2312-8674-
2022-21-4-556-567

Introduction

Russia and Iran have long-standing trade and economic relations. Since the begin-
ning of this century, there has been a noticeable rapprochement between the two states,
whose governments have expressed their firm intention to develop trade and investment
ties in the context of the strict sanctions regime towards the two states. This includes,
among other things, the continuation of the project to create the “North-South” interna-
tional transport corridor, which provides for the transportation of goods from India to Iran
and further through the railway network of Azerbaijan in various directions, including
Russia. The new route should, therefore, turn Russia into a major transit state, through
which goods will be transported from East Asia to European countries; it will give Russia
an opportunity not only to increase its own cargo turnover, but also to gain a significant
profit from transit."

The implementation of the current project actualizes the appeal to the history of
the functioning of European transit to Iran through the Transcaucasian territory of
the Russian Empire in the 19™ century, the functioning of which began in 1821,
was repeatedly broken off and was finally terminated in 1883.

To date, in domestic historiography there has been formed a solid historiographic
base on the problem under consideration, including works on the history of the creation of
the Transcaucasian transit, commodity turnover between Iran and Russia in the conditions
of duty-free transportation of European goods along the Russian roads of Transcaucasia.
The researchers concluded that the existing situation had a detrimental effect on Russian
exports to Iran; they revealed the dominance of indicators of the import of European
goods over Russian ones to the north-western provinces of the neighboring state.?

! “Mezhdunarodnyy transportnyy koridor «Sever — Yug»,” Ministerstvo inostrannykh del Rossiyskoy
Federatsii, accessed June 23, 2020, https://www.mid.ru/foreign_policy/economic_diplomacy/ism communication/-
/asset_publisher/fajfwCb4PqDA/content/id/2510952

2 N.G. Kukanova, Ocherki po istorii russko-iranskikh torgovykh otnoshenii v VII — pervoi polovine
XIX veka (po materialam russkikh arkhivov) (Saransk: Mordovskoe knizhnoe izdatel'stvo Publ., 1977);
Kh.A. Ataev, Torgovo-ekonomicheskie sviazi Irana s Rossiei v XVIII-XIX vv. (Moscow: Nauka. Glavnaia
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In domestic historiography the final abolition of the Transcaucasian duty-free
transit of European goods received a unanimously positive evaluation. At the same time,
there is a noticeable disproportion in covering the contribution of individual social groups
to the achievement of this solution. O.A. Nikonov,® A.V. Pyzhikov* indicate in their re-
search the decisive role of Russian officials in closing the route between the Black Sea
and Caspian ports of Russia for European competitors. At the same time V.L. Stepanov
notes the role of M.N. Katkov, editor-publisher of the magazine “Russkii Vestnik” and
the newspaper “Moskovskie Vedomosti,” whose opinion was considered “both in the cir-
cles of the top bureaucracy and at the imperial court.” In the 1880s Katkov, as is known,
was a supporter of the idea of creating “national” economy fenced off from the West
by high customs barriers; therefore, he actively promoted in his newspaper the issue of
the need to eliminate the Transcaucasian duty-free transit.’

The issue of Russian entrepreneurs’ participation in solving the transit issue has
been studied to a much lesser extent. There are a number of works in which this aspect is
only mentioned.® In more detail it is presented in the article by T.L. Morozova, who drew
attention to the heterogeneity of the views of the domestic bourgeoisie. The author was
able to identify the conflict of interest between representatives of two industrial centers —
Moscow and St. Petersburg. The former, representing the interests of the textile and light
industry, advocated its abolition. The latter, representing the interests of financiers, heavy
industry and the nobility of the capital closely associated with the export of bread and raw
materials, advocated the preservation of the Transcaucasian duty-free transit for European
goods.’

Thus, in Russian historiography, the issue of Transcaucasian transit received multi-
faceted coverage. Meanwhile, the role of Russian entrepreneurs in solving the problem
remains insufficiently explored. The aforementioned authors made little mention of
Russian exporters’ participation in the discussion of the transit issue. At the same time,
their system of arguments and judgments is not considered.

This article aims to fill this gap by introducing into scientific use previously un-
published materials stored mainly in the “Persian Table” fund (f. 144) of the Archive of
the Foreign Policy of the Russian Empire and in the “Moscow Exchange Committee”
fund (f. 143) of the Central State Archive of Moscow.

redaktsiia vostochnoi literatury Publ., 1991); L.M. Kulagina, “Torgovo-Ekonomicheskie sviazi Rossii
i Irana (XIX — nachalo XX vv.),” in Iran. Istoriia, ekonomika, kul'tura. Pamyati S.M. Alieva (Moscow: IV RAN
Publ., 2009), 120-121.

3 0.A. Nikonov, Politika Rossiiskoi Imperii na Srednem Vostoke vo vtoroi polovine XIX v. (Moscow:
Prometei Publ., 2015), 39, 41.

4 A.V. Pyzhikov, Grani russkogo raskola: tainaia rol’ staroobriadchestva ot 17 veka do 17 goda
(Moscow: Conceptual Publ., 2018).

5 V.L. Stepanov, “M.N. Katkov o problemakh tamozhennoy politiki v Rossii: fritrederstvo ili
protektsionizm? (1860-1880-ye gg.),” Voprosy teoreticheskoy ekonomiki, no. 3 (2020): 116-129.

® N.N. Bobynin, Persiia, ee ekonomicheskoe polozhenie i vneshniaia torgovlia 1901-1923. (Tiflis:
Tipografila Voennogo Komissariata Publ.,, 1923), 253-254; U.A. Shuster, “Ekonomicheskaia bor'ba
Moskvy s Lodz'iu (iz istorii russko-pol'skikh ekonomicheskikh otnoshenii v 80-kh godakh proshlogo
veka),” Istoricheskie zapiski, no. 5 (1939): 188-245; L.V. Kupriyanova, “Morozovy i Obshchestvo dlia
sodeystviia russkoi promyshlennosti i torgovle.” Morozovskie chteniia. 1996 g., accessed October 28, 2021,
https://www.bogorodsk-noginsk.ru/arhiv/chteniya96/index.html.

7 T.L. Morozova, “On the history of the abolition of the Transcaucasian transit,” History of the USSR,
no. 3 (1977): 135.

558 ARTICLES



Kopnoyxoea I'.I". Bectuuk PYJIH. Cepus: UCTOPUS POCCHMU. 2022. T. 21. Ne 4. C. 556-567

Transit of European goods through Transcaucasia
in the first half of the 19th century

Some time after the annexation to Russia of the territories on the western side of
the Caspian Sea from the Aras to the Kura, the Russian government set the task of attract-
ing domestic and foreign capital for the economic revival of this region. In 1821, there
was issued the government decree, according to which all entrepreneurs who had estab-
lished trading houses in Transcaucasia for wholesale trade were granted the rights of first-
guild merchants for ten years from July 1, 1822 without paying guild and personal taxes.®
In addition, according to the special decree of October 8, 1821, a five percent preferential
tariff was introduced for European goods imported into the Transcaucasia, and their duty-
free transit to Iran was allowed.’

Indeed, the measures taken led to the expected inflow of capital into Transcaucasia.
Whereas in 1807-22 the collection of duties at the Tiflis customs was 274.2 thousand
rubles in silver, in 182232 it increased to 740 thousand rubles.'® Local merchants also
received profit, being involved in international trade.

Meanwhile, there began to appear negative consequences of the ongoing transit
policy. According to A.S. Griboyedov, an unlimited influx of European goods did not at
all contribute to the growth of local production, and the Tiflis bazaar full of imported
products had few local goods.'' The situation was no better in the Iranian market flooded
with European products.

The information about the negative impact of the free European transit through
Transcaucasia prompted the government to introduce restrictive measures. In 1832,
there was adopted a prohibitive customs charter which led to the closure of the Black Sea
ports for foreign cargo and a sharp increase in the tariff for them. This measure was sup-
posed to stop the transit of European goods seriously complicating their penetration into
Iran. However, in fact, the flow did not stop due to the development by European com-
missioners of a new route bypassing Russian territory through Turkey — from Trabzon
and Khoy to Tabriz. The expectations with regard to the dominance of Russian goods on
the north-western borders of Iran, thus, were not met. On the contrary, in 1832-34,
Russian exports decreased by more than 1 million rubles. As for European exports,
their flow to Iran, on the contrary, increased from 20 million rubles in 1833 to 52 million
rubles in 1836.'> Moreover, the so-called Erzurum route had a number of advantages over
the Transcaucasian one. Here, a larger number of vehicles were used; there were more
pastures along the route, which ensured the cheapness of transporting luggage in compar-
ison with the route from Poti to Julfa through Tiflis."

The concern about the stoppage of trade traffic through Transcaucasia prompted
Prince M.S. Vorontsov, the Caucasian viceroy, to make a motion on the need to establish
duty-free transit of European goods. This initiative was approved and implemented in
the form of the “Highest Decree on Duty-free Transit through the Transcaucasian Re-
gion” on December 14, 1846. According to it, starting from 1848, the transition of Euro-

8 G.P. Nebol'sin, Statisticheskie zapiski o vneshnei torgovle Rossii (St. Petersburg: [S.n.], 1835), 164.
° Kukanova, N.G. Ocherki po istorii, 119.

101bid., 121.

1bid., 122.

12 Ibid., 126.

13 Arkhiv vneshney politiki Rossiyskoy imperii (henceforth — AVPRI), f. 144, op. 488, d. 388, 1. 77 revers.
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pean goods was carried out from Redoubt Kali through Tiflis to Iran’s Julfa and Tabriz.
In the early 1860s, two more new routes were added: the first one — from Poti (which re-
placed Redoubt Kali in 1858) and Sukhum to Kutais, Akhaltsikhe, Akhalkanaki, Alexan-
dropol, Erevan, Nakhchivan and the Julfa crossing (through the Aras); the second one —
from Poti and Sukhum to Kutais, Tiflis, Elizavetpol, Shamakhi, Baku. From 1864, it was
allowed to transfer transit goods from Baku by sea, provided that they were loaded exclu-
sively on Russian ships and delivered to those Persian ports that had Russian consulates."*

Discussion of the issue of Transcaucasian transit in the government
in the 1870s - early 1880s

In the 1870s the transportation of European goods was facilitated due to the launch
of the Poti-Tiflis railway in 1872. The result of creating such comfortable conditions for
European transit, in the absence of measures to facilitate the supply of Russian products
from the interior regions of the country, was a significant increase in the volume of Euro-
pean goods entering Iran through Transcaucasia. Specific data by year are given in Table.

Overview of foreign goods entering Iran in 1870-76, rubles

Foreign goods transported to Persia

Year Russian goods transported to Persia through transit
1870 1662370 1826594
1871 1429968 1348 462
1872 1693379 1977 866
1873 1819516 2643 164
1874 1845762 3692053
1875 1873530 3486247
1876 1676563 3898456

Quoted from: N.A. Shavrov, Russkii put'v Zakavkaz'e (St. Petersburg: tip. A.S. Suvorina Publ., 1883), 13.

Table shows the dynamics in the transit of European goods to Iran in 1870-76,
while Russian indicators remained practically at the same level. In total, within seven
years, domestic goods were transported to Iran through the Transcaucasian border for
an amount equal to a little more than 12 million rubles, whereas the cost of European
goods amounted to 18.9 million rubles.

Representatives of the Ministry of Foreign Affairs drew attention to the perni-
ciousness of the duty-free European transit for Russian exports to Iran.'”” However,
in the opinion of the Transcaucasian officials, the activation of the transportation of
European goods with the opening of the Poti-Tiflis railway was beneficial for the Trans-
caucasian region, since transit yielded a considerable profit for the local treasury, bring-
ing in more than 200 thousand rubles per year.'® As a result, the issue of the need to abo-
lish duty-free transit in the first half of the 1870s remained open.

The second half of the 19th century was a time of rapid development of domestic
oil production and the beginning of oil exports abroad. To facilitate its export from

14 E.A. Tikhotskii, Zakavkazskii tranzit i nasha s nim konkurentsiia po torgovle s Persiei v 1862-81
gg. (Kiev: S.V. Kul'zhenko Publ., 1883), 9.

15 0.A. Nikonov, Politika Rossiiskoi Imperii, 39.

16'S E. Palashkovskii, Zakavkazskii tranzit v Persiiu (St. Petersburg: tip. t-va Obshchestv. Pol'za Publ.,
1876), 7.
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the territory of the Absheron Peninsula to the Black Sea coast and further transportation
to world markets, a project was launched to build the Tiflis-Baku railway line, which was
supposed to be the continuation of the Poti-Tiflis section of the Transcaucasian railway.
The concession for its construction, which began in 1878, was received by S.E. Palash-
kovsky and A.A. Bunge, the entrepreneurs close to the tsarist bureaucracy.'’

The construction work on the Tiflis-Baku section of the Transcaucasian Railway
ended in 1883. The beginning of the railway line construction intensified the discussion
in the government circles about the justification for the duty-free European transit
through Russian territory. The discussion in the Foreign Ministry revealed a split of opi-
nions on this issue. A considerable part of the officials of the diplomatic corps advocated
the preservation of the duty-free transit. Thus, in 1878, J. Krebel, the consul general in
Tabriz, wrote in his report to the Russian envoy in Tehran that he considered it wrong to
subject transit trade to any restrictive measures, even if “assuming” that it “is the cause of
the decline of our trade in Persia.” From his point of view, it was efficient not only to
allow, but to facilitate and encourage by all means the transit of foreign goods through
Transcaucasia in order to divert foreign cargo from the Trabzon-Erzurum route. The dip-
lomat even urged to make the Transcaucasian route more comfortable in operation, and
for this, to connect the Batumi port with Tiflis and Tehran by a rail line. Together with
the Persian government, it was proposed to build a road from Julfa to Tehran, to simplify
the customs clearance of goods and establish a solid transport company with agencies
all the way from Batumi to Tabriz. J. Krebel believed that in the future, when the flow
of goods developed, it would be possible to replace the highway between Tiflis and Tabriz
with a railway continuing it to Tehran and even further, to the south-east, to the northern
borders of India. According to him, this would ensure the attraction of European goods,
since the new railway would be more convenient than the British-designed Euphrates
Line, aimed at connecting the Mediterranean Sea with the Persian Gulf. He believed
that such a road could also be of strategic importance in the event of a tense situation to
the west or east of this path.'®

Other Russian diplomats headed by I.A. Zinoviev, the Russian Minister Plenipoten-
tiary in Tehran held the opposite view pointing out that the duty-free transit in the condi-
tions of the Tiflis-Baku railway line under construction would further facilitate the penetra-
tion of European goods not only into the northern Iranian provinces, but also into the Trans-
caspian region, through such a path as Tiflis — Baku — Krasnovodsk — Ashgabat."’

Discussion of the issue of transit among entrepreneurs

The oilmen looked forward to the traffic launch along the single highway Poti —
Baku. At the same time, it caused serious concern among other Russian entrepreneurs —
whose export trade was related to Iran. On the agenda there was the issue of the possible
extension of practicing duty-free transit of European goods to the new section of
the Transcaucasian railway. Even S.E. Palashkovsky, proving in his work “Trans-

17, S.E. Palashkovsky was the son of a former district chief in Baku. A.A. Bunge was a nephew of
the Minister of Finance. The completion of the construction of the railway line was already associated with
the Baku House of Rothschilds in connection with the financial problems, which the first founders had faced.
See more about it: M. V. Slavkina, Rossiiskaia dobycha (Moscow: Rodina MEDIA Publ., 2014), 51-52.

18 AVPRI, f. 144, op. 488, d. 388, 1. 89-92.

19 0.A. Nikonov, Politika Rossiiskoi Imperii, 112.
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caucasian Transit to Persia” the profitability of building a new railway line for oilmen
and the state, admitted in 1876 that if duty-free European transit was opened along
the Transcaucasian railway to Baku, it was the goods of the domestic cotton industry
that would receive an unfavorable price environment. The concessionaire calculated that
from that moment onward, the foreign manufactory which cost about 60 rubles per pood
in Iran could have fallen in price by 20 kopecks, i.e. by approximately 0.3%. Even for
coarse fabrics the arshin of which cost about 15 kopecks, this reduction in price would
amount to 20 kopecks.?

In this regard, representatives of the textile industry began to express quite justified
concern. One of the main centers of merchant discontent with regard to the prospect of
expanding the duty-free transit of European goods to the new railway section — Tiflis —
Baku — was the Moscow Exchange Committee (hereinafter — MEC). On October 6, 1882,
there was received an application from Russian entrepreneurs, headed by V.E. Morozov,
a textile industrialist, hereditary honorary citizen. It reported on the concern of Russian
business circles with the issue of the duty-free transit of foreign goods through the Trans-
caucasian region and contained a request to N.A. Naidenov, the chairman of the MEC to
contact Minister of Finance N.Kh. Bunge, so that the meeting of the elected representa-
tives of the Moscow Merchant Society could get the right to petition for the protection of
their interests in trade with the Transcaucasian region and Iran.*!

On October 28, 1882, the MEC received a letter from P.V. Osipov, the chairman
of the Nizhny Novgorod Fair Exchange Committee which reported on the request from
a number of firms and individual entrepreneurs who traded with Iran and the Caucasus to
“comprehensively consider” the issue of the duty-free transit of foreign goods through
Transcaucasia.”

In November 1882, the MEC received another petition signed by V.E. Morozov
and other entrepreneurs that pointed out great concern among Russian business circles
about the fate of Russian industry in view of the duty-free European transit. In particular,
the letter read:

At present, the industrial and commercial world of both Moscow and other central provinces consi-
ders the issue of the transit through the Transcaucasian region with concern; they are embarrassed by
explanations about the direction of the issue discussion.??

The petition also contained a request to allow electing a “special delegation” to ap-
ply to the emperor for protecting the interests of Russian industry and trade by closing
the foreign goods transit through the Transcaucasian region to Iran.**

The idea of abolishing the duty-free transit of European goods was also expressed by
representatives of other manufacturing industries. In particular, the MEC received an appli-
cation from M.S. Kuznetsov, a manufacturer of porcelain and faience products, hereditary
honorary citizen, in which he expressed solidarity with other entrepreneurs in the wish to
induce the government to close the Transcaucasian transit. He expressed it as follows:

20 S E. Palashkovskii, Zakavkazskii tranzit v Persiiu, 32.

2l Tsentral'nyy gosudarstvennyy arkhiv g. Moskvy (henceforth — TsGA g. Moskvy), f. 143, op. 1,
d. 98, 1. 4.

22 1bid., 5.

2 Ibid., 113.

24 Ibid.
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I consider it my duty to express my opinion on the issue of interest to all manufacturers, and I add my
voice to that opinion of the Moscow Exchange Committee, like the majority of Russian merchants
who are in favor of closing the Transcaucasian transit.?

Further M.S. Kuznetsov set out his arguments concerning the dangers of the duty-
free transportation of European goods from the position of a manufacturer of porcelain
and faience products.

He noted that goods were sent from the factories to Astrakhan, and then from
the Nizhny Novgorod fair to Iran only during the navigation period. Great Britain had
the advantage that it could send its goods all year round. In addition, in the event of
an influx of Western goods, there could inevitably be a danger that the Iranians would
no longer need to go to Astrakhan and Nizhny Novgorod for Russian products.
M.S. Kuznetsov believed that in this case even if merchants arrived at the fair, they would
only sell their goods and bring proceeds to their homeland without purchasing Russian
products. They would give the money to the British as payment for the products of
British manufacturers.?

M.S. Kuznetsov stated that the fate of more than one hundred thousand factory
people depended on the resolution of the transit issue, since when the Iranian market was
filled with European goods, Russian analogues would inevitably be driven out. In this
case, given the decrease in demand in the foreign market, domestic producers would
have to reduce the production of the corresponding wares. This, in turn, would cause
the dismissal of workers, which “would entail extreme need and inevitable begging.””’

The anti-transit sentiments were supported, in particular, by the entrepreneurs of
the Yegorievsk district of the Ryazan province; they turned to the MEC with a request

to join their petition to the Supreme Government on the complete prohibition of the duty-free transit
of foreign goods along the newly opened Transcaucasian railway.?

The latter expressed their conviction that its resolution would provide British competi-
tors not only with cheap transportation by rail, but also by a short route across the Caspian
Sea from Baku to the Iranian coast. In addition, they pointed out that the transportation
from Great Britain to Poti was cheaper for the British than the delivery of domestic goods
by inland river routes due to the high freight rates of Russian carriers. At the same time,
the routes along the Volga through Astrakhan to Iran were closed for six months. Accord-
ing to Yegorievsk entrepreneurs, all these aggravating circumstances could drive Russian
goods out of all Iranian markets that lay along the shore of the Caspian Sea.”

The position of sugar producers was expressed by honorary citizen of Moscow
N.P. Sergeev in his application to the MEC; he pointed out the need to protect the inter-
ests of the Russian export sugar trade with duties on foreign analogues. Instead, from
the point of view of the entrepreneur, the Transcaucasian railway gave “foreign goods
an easy opportunity to penetrate both into the north-western and eastern coasts of
the Caspian Sea” and create competition for Russian sugar there.*

25 TsGA g. Moskvy, f. 143, op. 1, d. 98, 1. 126.
26 Ibid., 127.

27 1bid., 127 revers.

28 Ibid., 21.

29 bid.

30 Ibid., 1. 136.
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On the basis of the appeals received from Russian entrepreneurs, the meeting of
elected representatives of the Moscow Exchange Society held a discussion on the issue of
the impact of the Transcaucasian transit on the situation of Russian industry and trade.
On November 5, 1882, there was published the “Resolution of the Meeting of the Elected
Representatives of the Moscow Exchange Society” on the problem under consideration.
It recognized as fair all the arguments of Russian entrepreneurs in favor of a ban on
the duty-free transportation of foreign goods along the Poti-Baku railway. In addition to
the previously mentioned arguments, the “Resolution” contained other evidence of its
disadvantage for Russian foreign trade. In particular, this refers to the fact of smuggling
to Russia through the Caspian Sea due to the lack of control over the route of ships in
the sea area. With the opening of the railway to Baku, while allowing duty-free transit,
there were created even more favorable conditions for smuggling.*'

Special attention was paid to the alternative route of foreign goods to Iran from
Turkey. In the expert judgement of the MEC, it was shown that for foreign merchants
the Turkish route was not profitable financially, and the Transcaucasian route would still
retain its attractiveness even if the duty-free transit was abolished. As a proof there were
given calculations. According to them, the fee for the transportation of goods from Great
Britain to Tabriz was 3 rubles per pood, and to Rasht — 4 rubles 60 kopecks. At the same
time, in the case of delivery of a similar product from Great Britain through Poti to Tiflis
and through Julfa to Tabriz, the fee was reduced to 2 rubles per pood. If the cargo was
transported through Poti by rail to Baku and by sea to Rasht, the fee was only 1 ruble
62 kopecks per pood. Consequently, for British exporters the transportation to Tabriz
through Julfa would be more than 1 ruble per pood cheaper, and to Rasht through Baku —
almost 3 rubles. Moreover, using the Transcaucasian railway was also advantageous due
to delivery speed: it took 20 days to transport goods from Great Britain to Rasht, whereas
pack animal transportation of goods through Trabzon took three-four months®?.

In addition, in the “Resolution of the Meeting of the Elected Representatives of
the Moscow Exchange Society,” attention was drawn to the easier penetration of Euro-
pean goods through Baku and the Caspian Sea, if the duty-free transit was allowed,
not only into the north-eastern part of Iran — the most remote territory for foreign mer-
chants, but also into the Central Asian regions of Russia. In this regard, the document
contained a warning about the negative impact of the transit on economic results and
about “the inconsistency of the consequences of transit with the political views of Russia.””*

The meeting of elected officials came to the unanimous conclusion that the transit
of foreign goods through Transcaucasia

seems to be absolutely harmful for the interests of Russia and therefore its immediate destruction is
extremely necessary.’*

On the basis of the decision taken, on November 30, 1882, chairman of the MEC
N.A. Naydenov sent to Minister of Finance N.Kh. Bunge the petition for the meeting of
the MEC representatives with the emperor on the issue of the Transcaucasian transit func-

3L AVPRL, £, 144, op. 488, d. 386, 1. 121.

32 TsGA goroda Moskvy, f. 143, op. 1, d. 98, 1. 24 revers.
33 Ibid., 26; AVPRI, f. 144, op. 488, d. 386, 1. 123 revers.
3 TsGA g. Moskvy, f. 143, op. 1, d. 98, 1. 26.
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tioning®. However, this initiative gained no support. On December 8, 1882, an answer
was received that the request of Moscow merchants to accept their delegation “got no
Merciful permission.”®

The issue of the transit remained open. Meanwhile, its discussion received wide
coverage in the press with the support of M.N. Katkov. He defended the position of that
part of the high bureaucracy that advocated strengthening the protectionist course in defi-
ance of the policy of Minister of Finance N.Kh. Bunge who did not approve of the ex-
tremes of customs protection in order to avoid possible economic shocks.?’

Russian exporters to Iran received additional support from the Society for Promotion
of Russian industry and trade which at the end of 1882 devoted several meetings to dis-
cussing this issue. In January 1883, the general meeting of the Society decided to petition
the government to close the duty-free transit of European goods through Transcaucasia.*®

The MEC reverted to the transit issue in the spring of 1883. By that time, there had
been filed an application signed by 79 Moscow industrialists with a request to make
the petition to the government regarding the Transcaucasian transit again. The entrepre-
neurs who had signed it referred to the hiring of workers “from Easter to October 1” —
it was important for them to know the outcome of resolving the issue in order to decide
on the number of workers to be hired. The application pointed out the spread of rumors
about a significant increase in the supply of foreign goods for transit to Poti and Batumi.
They wrote that “the rumor had a negative effect on the trade in the products of Russian
factories” and causing a significant decrease in the output of goods it might force entre-
preneurs to start cutting jobs.

Particular attention was paid to the adverse changes that could result from the duty-
free transit in the Tiflis-Baku section for Russian trade in the north-eastern region of Iran.
In particular, the appeal received by the MEC from experts in the metal industry indicated
that prior to the absence of a new section freight transit for European metals to Baku had
been relatively expensive. However, the railroad transportation was supposed to open for
them the markets of the entire coast of the Caspian Sea and give them an advantage over
Russian goods ensuring a year-round supply. In turn, the location of domestic plants de-
termined the delivery of Russian metals to the eastern and southern Caspian coasts
through Astrakhan, rather than through Baku. The port of this city remained closed for six
months. To solve the problem, it was proposed to increase the freight rate for European
metal by Poti-Baku railway before the development of southern Russian iron factories

when the latter, after satisfying local consumption, would be able to provide the Caucasus and Trans-
caucasia with their products.>

Finally, on March 23, 1883, the MEC received a telegram that the consideration of
the Transcaucasian transit case was scheduled for March 31 in the State Council. It also
said that the Minister of Finance instructed the MEC to send three experts from various
industries.*® In accordance with this request, the MEC decided to send A.l. Baranov

35 TsGA g. Moskvy, f. 143, op. 1,d. 98,1. 118.

36 Ibid., 121.

37V.L. Stepanov, “M.N. Katkov o problemakh tamozhennoy politiki,” 123.
38 L.V. Kupriyanova, “Morozovy i Obshchestvo.”

3 TsGA g. Moskvy, f. 143, op. 1, d. 98, 1. 101 revers — 102.

40 Ibid., 169.
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representing the cotton industry, .M. Matveev — the woolen industry, and M.F. Mark —
the sugar industry.*!

On the appointed day, the State Council discussed the issue of allowing transit
along the newly opened Transcaucasian railway. Minister of Finance N.Kh. Bunge sug-
gested closing the duty-free transit for European goods to the Caspian Sea and preserving
it to Julfa. However, former Minister of Finance A.A. Abaza opposed the adoption of
any compromise decisions; he was supported by Chairman of the Committee of Minis-
ters M.Kh. Reitern. According to State Secretary A.A. Polovtsev, all ministers agreed
with them.*

On June 3, 1883, the law on the transit abolition was approved.** Although, accord-
ing to the Russian entrepreneurs, it did not lead to an immediate positive change in the
ratio of European and domestic goods in Iran, in the long run it gave its results becoming
another step to consolidate Russia's monopoly position in the northern provinces of Iran.

Conclusions

The study showed that the Russian entrepreneurs, associated with the Iranian mar-
ket, were well aware of the mechanisms for supplying domestic and European goods to it.
They calculated all the costs that trade could bear if the duty-free transit was maintained
on the functioning railway lines and its extension to the new Tiflis-Baku line. The issues
of the protection of Russian trade interests in the Middle East were in the focus of atten-
tion of government circles, which at the same time were interested in securing financial
revenues to the state treasury through the influx of foreign capital into the Transcaucasian
region. The Russian entrepreneurs were able to prove that there would be no serious fi-
nancial losses for the Russian budget in the event of the abolition of the duty-free transit
for foreign goods; at the same time they revealed the benefits that this measure could
bring to the development of Russian-Iranian trade relations.

Although the official appeals to the government were made on behalf of the Mos-
cow Exchange Society, entrepreneurs from various regions including the Volga and
South-western regions took part in their development. The commercial and industrial cir-
cles associated with the Iranian market perceived the European transit through Transcau-
casia solely as a negative factor that harmed trade in Iran, and, consequently, hindered
the dynamic development of domestic industry.

The Russian bureaucracy did not have an unambiguously negative attitude towards
the issue of the transit of European goods through the Transcaucasian region. Russian
exporters were able to develop a unified position on the issue of the transit, and the con-
solidation and competence they showed played a decisive role in the discussion of
the issue of abolishing the free Transcaucasian transit for foreign goods.
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