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Formation and functioning of the soviet budgetary system in Ukrainian SSR in the 1920th was impossible without monetary reform, and the realization of this reform in 1922-1924 promoted to organizationally - functional arrangement of the budgetary system, forming of permanent indexes of profitable and expendable parts, state and local budgets, that the so-called fixed budget. It is shown that from the point of view of the budgetary financing, a soviet banknote («sovznak»), that is money of treasury, undertook the basic load during 1921–1924. A soviet banknote even guarded tchervonets from depreciation in the period of introduction as new monetary unit. Therefore, determining influence of monetary reform on a budgetary process, it should to take into account all stages of monetary reform and correlation of pre-war rouble of and so called trade, conditional gold rouble. In the conditions of statement of fixed currency – tchervonets – for stabilizing the budgetary system and budgetary relations it was important to protect tchervonets from depreciation, to prevent the role of emission mean. It was necessary to avoid emission in budgetary profits, to use budgetary expenditures economically, to plan the budget responsibly, to consider financial sources carefully.
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Statement of the problem. Organizational and functional formation of the Soviet budgetary system and budgetary relations in the Ukrainian SSR took place in the 1920s. Introducing the NEP, and starting the creation of the budget system, the Soviet government was to carry out a monetary reform. The necessity of this reform was dictated by a deep and prolonged economic crisis, unbalanced financial system under the condition of the NEP return to commodity - money relations. The policy of "war communism", which had still been practiced by Bolsheviks before the NEP, completely ignored the money, market, commodity production. Society, by definition of L. N. Yurovsky was proposed the principle of "related consumption", i.e. distribution of products among consumers not by their free choice, but according to the system of delivery of food rations. A similar principle of economic development, according to the scientist, leveled the main functions of money (exchange, billing, pricing, etc.), and the policy of war communism spread a "barracks socialism" [25, p. 119]. Communist method of direct exchange of products introduced by the Bolsheviks launched classic forms of commodity production and circulation of money so "black" market, usury, "speculation during difficulties with products." prospered Economically-and-economic experiments of Soviet power influenced on the social sphere, called naturalization budget, chronic deficit. The budget system under condition of unbalanced credit - banking system and monetary unit were disappeared virtually - instead a principle of surplus-appropriation system acted in the financial sector when institutions went to Moscow for resources.

Hostage of "Red Guard attack on capital" became the budget, millions of citizens who worked in budgetary institutions, economic and socio-cultural area of society. Without a stable currency it was impossible to form a "fixed budget" that is, real income and predicted expenditures. Political leaders sought a way out of the disastrous situation created by their own hands. Out of that situation had signs of systemic reform, tactics and strategy of which were laid in the new economic policy. NEP provided the restoration of the monetary system according to the classical example of capitalist countries, a return to commodity-money circulation, admitted the existence of the private sector in trade, industry and agriculture, decentralization of management by economic life of society, the restoration of foreign economic relations, credit - banking system. October 10, 1921 All-Russian Central Executive Committee and January 4, 1922 All-Ukrainian Central Executive Committee adopted the decree "On measures to regulation of financial sector." The National Bank, which was re- founded in October 12, 1922,had to play the main role in the recovery of finance 
State of scientific research topics. History of monetary reform as a whole was covered in a historically - economic literature. In the 1920s the impact of this reform on budgetary relations stood out quite clearly. Soviet economic science avoided this aspect, although disclose main milestones of introduction of the new monetary unit - tchervonetz, denomination of Soviet monetary unit, replacing with new money. In particular, a brief overview of the issue was first made in synthesizing edition "History of the Soviet economy Ukrainian SSR" [3, p . 195-197 ]. Modern scholars both in historical and economic writings also do not associate monetary reform with budget processes [8]. It is clear that this line of research has not found a proper lighting in historical research about financial - economic changes in the Ukrainian SSR the period of NEP [6]. 
Object of the research is to explore the essence of the monetary reform in 1922-1924, and to show the impact of this system on the functioning of the budgetary system and the stabilization of budgetary relations in Ukrainian SSR in the 1920s. 
Our aim is to investigate the number of significant sources, the content of which will assess organizational - technical and functional - economic reform components. 

Results of research. From the first days of existence, the Soviet government perceived the role of money literally: increased money supply, hoping for the normalization of the situation. However, such financial policy only devalued the role and importance of money, leading to a rise in price of basic foods. During 1917-1922, 17,5 billion roubles, paper money of Soviet model was issued by finance bodies 
[23, p. 1].

In the first half of 1920, according to the assessment of the head of the Finance Committee of CC RCP (b), and a member of the board of the People's Financial Commissariat of the RSFSR E. Preobrazhensky, paper money was issued much more than in 1915-1919 [9, p . 72]. Emission, ie increasing the amount of paper money in circulation, was perceived as a financial tool of "alienation" of the proceeds of the petty bourgeoisie in favor of a "fund of socialist accumulation" [9, p.75]. Famous American scientist in the field of finance and monetary theory John Maynard Keynes, whose book was translated and published in Russian in 1925 [5], also considered artificial emission in Soviet Russia as "a means of taxation" affluent groups in society. The representative of the party - the Soviet top bureaucracy I. I. Reinhold, who worked in financial institutions, figuring results of "financial recovery of Soviet republic" in 1922-1924, noted that: "... healthy currency associated with strong ties with a healthy state budget because the budget deficit is forcing the government to resort to cover this deficit, except the normal sources, which are credit transactions, in such extraordinary resources as an emission, and it means the arrival of a new wave of paper money to the masses which is already in circulation, further depreciation of paper - money and repetition of this cycle on the based of the expanded using emission as the budget resource " [10, p. 35]. Emission, according to his calculations, was 35% in 1921/22, 27 % in 1922/23 - 10% in 1923/24. In addition, the money issue ( monetization ) causes the threat of inflation and worsens monetary circulation. Due to the monetization of the budget deficit, the state can get seignorage - revenue from printing and minting money. It occurs when the money supply growth exceeds the rate of real GDP growth, resulting is increasing the average price level. This issue must be accompanied by strict control over using issued cash. According to the world standards, the amount of emissions is allowed in the range of 2-3 % of the budget deficit to GDP. Budget of 1924/25, considered by I. Reingold, made by that means that there was no " ... any need to resort to the issue as a way to cover the budget deficit . Emission economy era is over, " [10, p. 36]. However, it was optimistic conclusion, since the second half of the 1920s, the National Bank and People's Financial Commissariat of the USSR continued to use issuing method for filling the budget. Although today, in accordance with paragraph 6 of Article 15 " of the Budget Code of Ukraine" equity funds from the National Bank of Ukraine can not be a source of financing the deficit of the State budget of Ukraine [1]. 

Financial recovery of the economy at the expense of emission is not the best way , but it was used to cover the budget deficit and overcome incredible rise in prices for consumer goods. However, based on the quantity theory of money D. Keynes , it existence depended on the price level. If the consumption and production of goods remain unchanged, then subject to an increase in prices and wages twice it was necessary to increase the money supply. In 1921 /22 the number of banknotes, according to estimation by Professor L. Yasnopolsky, increased to 203 times, and for next 1922/23 financial year – to 23 times. Thus, the emission trend decreased, but continued [26, p. 2-3 ]. It was not just the old standards of Soviet monetary symbols, as well as the new Soviet currency – tchervonets, issued in November 1922 for the commercial trade, and "... not for budget needs". In late 1922, the money supply consisted solely of Soviet banknotes ("Sovznaks"), so using tchervonets as a mean of covering the budget deficit was considered unacceptable phenomenon. Surprisingly, but the work of the bank machine, that stamped paper money, was normally perceived, and somebody considered necessary". The issue, - said A. Nowicki in 1923 - was purely political. It devalued money capital of bourgeoisie and kulaks and cleared the way for state financial reforms at a time when they are needed " [7, p. 4]. The first budget of 1922/23, according to his calculations, had 41% of emission filling. So the issue was almost the main means of overcoming the budget deficit before the beginning of the currency reform, and performed regulatory function during the implementation of the reform in 1922-1924. 

Monetary reform had organizational - technical and functional - economic components. To clarify the factors influencing on the budgetary system, functional consequences of the reform of the monetary unit are more important than the normal attrition of Soviet banknotes on tchervonets. The first step in the reform of the monetary system was the denomination1, which began in November 1921. 


 Denomination (from Lat. Denominatio — name, designation) — change of principal value of monetary units for the purpose of currency stabilization or for payment simplicity. Denomination is realized by the means of exchange of old monetary units to new ones according to fixed ratio (10:1, 100:1 etc).
Denomination unified the "National monetary units" following the sample of 1922, offering 1 rouble, 10 thousand rubles of previous issues. The second denomination was made at the rate: of 100 rubles following the sample of 1922 were equal to one ruble in 1923, then called "a million" [25, p. 128]. Denomination simplified the payment transactions, but increased emissions by 30-35 times [26, p. 23], i.e. did not solve the problem of the budget deficit, and the more "fixed" budget. It was necessary to seek a new form of cost measurement, i.e. new monetary unit, because " ... without a stable monetary unit there is no real budget" [25, p.194 ]. In November 1921 the Sovnarkom (Council of Peoples Commissars) of RSFSR demanded that the budget was set in pre-war rubles. However, it appeared that the existing rates were not identical or real pre-war prices for goods and, especially, the gold price in the domestic market of the 1920s. The average price of goods was in 60 times higher than the cost in 1913. So to get the price of any product in the pre-war rubles it was necessary to divide an average price in Soviet units by 60,000. 

Thus, the index of commodity prices arose. Government revenues and expenditures in 1922/23 realized in gold rubles [11], but not in real physical money (coins or gold resource of treasury), and subject to the index and market prices. This, by definition L. N. Yurovsky, was the so-called trade ruble, which became the basis of forming the budget. Thus, estimates of the budget expenditures were made in pre-war rubles, but at the appropriate rate. Such ruble considered "an index ruble," calling it" pre-war rubles " or "pre-war gold piece". So this ruble claimed for status of corresponding currency in 1913. However, the Central Executive Committee and SNK RSFSR canceled in March 30, 1922 calculations in pre-war money for state and local budgets, entering Soviet banknotes "sovznaks" [11, p. 198]. Such organizational - technical accounting system was cumbersome and financially unsustainable. Noncasually, coins of gold minting and foreign currency began to appear in circulation. Foreign currency was spread, threatening the official money, and consequently the economic stability. However, the need for urgent reform of the monetary unit was not prompted whether gold coins and foreign currency, which began to be applied almost semi-legally in circulation, and the problems of macroeconomic level. The national economy and the public sector required the recovery, there was an urgent need for creating a stable fiscal system. "The state - as it was noted by LM Yurovsky - could not, because of the huge budget deficit, refuse from treasury issue of paper money, but it was forced to make a significant step towards making the monetary system and give economic turnover the fixed currency. This step was done in the form of emission rights the National Bank. 

Thereby, “tchervonets” appeared [24, p. 70]. L. N. Yurovsky identified appearing chervonetz with the currency reform, but the essence is different: the right of the issue was passed to the National Bank to regulate the budget deficit. Tchervonets, which was a banknote was issued for commercial, rather than mere exchange operations. Between tchervonets and Soviet banknotes ("sovznak") there was no meaningful connection. However, the relationship of tchervonets was with a pre-war monetary unit - it was equal to 10 rubles of old gold coins. "Fixing" of tchervonets was that it became a measure of value, a unit of the rate of exchange, including foreign currency, it could be converted into gold. Practically, except equivalent of gold coin of pre-revolutionary minting, tchervonets were banking security: 25% of precious metals and foreign currency, and the rest of short-term bill of credit for goods.
Tchervonets out denomination of bank notes 1 , 2, 3 , 5, 10 , 25 and 50 , each of which was equal to 78.24 parts of pure gold [13, p. 26]. However, it was not a gold currency, and "currency with gold exchange rate," because there was no direct and free exchange of gold tchervonets. Various financial sources to ensure tchervonets (jewelry, currency and promissory notes of industrial enterprises ) allowed different interpretations. Because the bills of credit had 75 % guarantee, it was believed that the notes were not based on the gold reserves of the National Bank, while commodity reserves of enterprises that had attractive expression. Therefore, it was used the name "trade rouble". In general, the impact of tchervonets on the formation of state budget revenue was mediated. Requirement of the National Bank of the exclusive commercial and not treasury using of tchervonetz meant ouster from the budget process. Although the National Bank had the right (but only with the permission of the government) to give a loan PFC, but bail - at least 50 % of the debt provided with precious metals [24, p. 71]. Consequently, the value of tchervonets for the budget was a total stabilization of the monetary and financial systems, and concrete impact depended on the role and place of tchervonets in the growth of purchasing power of the population, increasing economic development, improving the work of the tax authorities.

Ideological father of fixed currency, ie tchervonetz actually was Commissar of Finance G. Ya. Sokolnikov in January 6, 1922 "Economic newspaper" published his article "Guaranteed ruble". He outlined the essence of simultaneous introduction of another paper money - a symbol of "pre-war gold ruble in banknotes of the National Bank ," which was to be exchanged for Soviet banknotes . "
The creation of such guaranteed ruble - he wrote - perhaps by the way of " materialization ", embodied in the paper monetary unit of the conditional pre-war ( gold ) of the ruble, in which the budget of 1922 was calculated, in which the tax rate was established, in which the price of production of the state trusts was set, in which rates of tariffs were proposed, etc. Prewar ruble as a common unit (symbol) cash accounting and payments, already received the full rights of citizenship in our monetary system" [14]. The need to introduce a new currency with guaranteed material suppor ,about which G. Y.  Sokolnikov then spoke, actively was discussed at the Institute of Economic Research of Gosplan (State Planning Committee), at the meetings in PFC USSR. Privileged functionaries and theorists L. M.  Yurovsky, A. A. Sokolov, A. G. Khrushchev, S. S. Katsenelenbaum, V. V. Tarnowskiy, L. S. Elyasson, P. P. Hansel, M. Shaposhnikov took in discussions on this issue actively participate. Different opinions were expressed: some of them were in favor of strengthening the existing paper money, the other of them for creating a new monetary unit. The main attention was focused on providing optimal material Soviet currency, which became tchervonets. However, the first steps towards its implementation and further practice proved to be controversial especially in the area of budgetary relations. For them, the pre-war gold remained the main measure " trade rubles", "gold rubles", that is conditional money, i.e. in actual denominations of treasury note of 1922 and 1923 issue.

The first issue of banknotes for November - December 1922 amounted 356 thousand tchrvonnets , in January 1923 - 812 thousand, February - June -6.6 million, in July - about 4 million in August – 4.9 million in September - 5.9 million in January 1924 - 2.3 million tchervonets [25, p. 73]. Significant fluctuations in the summer of 1923 tchrvonnets issue due to the need of lending industry to increase the production of goods to be exchanged for a new crop bread. On the 1st of March, 1923 tchervonetses were 80% , the Soviet monetary units of People's Financial Commissariat of the USSR - 8%, transport certificates - 5.3% , treasury notes - 5.4%, silver coins - 1% [19]. The appearance of fixed currency promoted to supplant the natural credit in early the 1920s, money revitalization , increasing financial activity, increase the proportion of long-term loans. So tchervonets healed the financial system, but bank lending represented another source of economic development in comparison with the budgetary.

Functional importance of monetary reform, i.e. introduction of fixed Soviet currency, and since February 1924 introduction of the state treasury’s notes of 1, 3 and 5 rubles value in gold and small silver and copper coins was regulation of not only means of payment, and to some extent, budget. Purchasing power of tchervonetz and its ability to be exchanged into foreign currency gradually increased. However, crop failure of 1924, as prices for agricultural production increased, shattered the position of this monetary unit [12, p. 16]. "Golden Ducat" as D. Keynes called tchervonetz, gained respectable place in the system of monetary circulation, replaced "Sovznak", became the primary measure of value and means of payment. Soviet banknote ("Sovznak"), i.e. money of the state treasury had the main importance during 1921-1924 from the point of view of budget financing. Soviet banknote even protected tchervonetz from depreciation during the period of  introduction as a new monetary unit. Therefore, determining influence of the monetary reform on budget process, it is necessary to take into account all stages of the monetary reform and correlation between pre-war value of ruble and so-called trade, conventional gold ruble.

In general Soviet government connected completion of the monetary reform with 1924 year, that is, with statement of tchervonetz. Summing up financial, economic and political consequences of the reform, the head of the propaganda committee of the CC RCP (b) O.I. Stetskyi hoped that "paper money chaos" that lasted nearly for 8 years had finished. He did not share the opinion of those specialists who singled out only the technical component of the reform. He emphasized in 1924 that ”our reform is not only a technical operation: it is the result of a number of economic and financial measures of the Soviet government during last two years. Transition to fixed gold payment, organization of credit and banking, tax policy and deficit reduction are individual links of the chain of events that brought us to fixed currency”[18 , p. 39]. Stable monetary unit was directly related to credit and banking, tax and budgetary systems, helped to strengthening stable budgetary relations.

Assessment of the monetary reform suggested by G.Ya. Sokolnikovym was reasonable and objective. Budgetary 1924/25 year was unfavorable for tchervonetz because crop failure unbalanced prices, partially reduced its purchasing power. However, budget was formed without considering paper emission. Budget deficit reached to 120 million rubles. Deficit was coverd by a bank credit that is in tchervonetz and state loan. However, despite assurances of non-inflationary budget deficiency payment, the National Bank of the USSR had to issue 80 million rubles in copper coins [15, p. 47]. It was difficult to refuse from emission, even in the conditions of introduction of fixed currency – tchervonetz. Protection of tchervonetz from depreciation, preventing the role of emission means was important for People's Financial Commissariat of the USSR and the banking system. For this purpose, according to the G.Ya. Sokolnikov, it was necessary to avoid emission of budget revenue, use expenditures economically, to plan budget responsibly and consider financial resources carefully. People’s Commissar of Finance of the USSR did not consider reducing budget deficit as the main success of the monetary reform because it did not prevent its completion. If the monthly emission did not exceed 15 million rubles, there was nothing threatening for budget and finances and problem occurred in the sources of financing industry and transportation. Position of G.Ya. Sokolnikova on this subject was principal: financing industry and transport must be done by means of bank loan system, but not at the expense of state budget [16, p. 13-14]. Thus, tchervonetz was directed for capital construction, foreign operations, and the state treasury notes - to cover the budget deficit. If the Commissariat of the USSR took a loan from the National Bank in tchervonetz, Commissariat had to rely on own currency reserves.

Monetary reform (taking into account not organizational and technical but functional component) was not completed in 1924 because mechanical replacement of Soviet monetary notes to tchervonetz did not solve the basic problems of the budgetary system. Monetary reform helped to regulate budget relations, especially payments of state and local budgets. However, the actual content of the revenue part of budget depended on the general economic development and many other financial and economic factors. Tchervonetz was protected by gold and exchange reserves, protected from the negative influence of the budget deficit that is why the system of state loan was used. Problem of gold and exchange supporting tchervonetz was quite actively discussed at the Politburo of the CC CP (b) on the January 11th 1926. G.Ya. Sokolnikov, L.N. Yurovsky, O.I. Rykov supported this problem. L.D. Trotsky disputed against, he did not consider the preservation of Soviet currency stability as an end in itself, so that it did not matter which economic base was predominant: private-capitalistic or state- socialist [17, p. 575]. Under such conditions of strengthening tchervonetz according to the former "demon of revolution" promoted nepman, private capital, not industry development. In fact, fixed currency put in order credit system, without which state industry could not recover productive capacity. 

Crop failure in 1924 showed extremely precarious position of the Soviet “Golden Ducat” which depended on reserve funds of the USSR People's Financial Commissariat, the state treasury and fluctuations of economic development. To overcome the difficulties arising because of crop failure, it was necessary to start the mechanism of emission. 100 million rubles in gold was issued, hoping to be paid from the part of trade. But this did not happen, so gold extraction was increased. 529 thousand in 1924, 778 thousand in 1925 and in 1926 1.1 million poods of gold were extracted in the mines of Siberia and the Far East. [2] It was not enough, so on 23rd of September 1924 Soviet People’s Commissariat of USSR issued a decree "On measures of increasing public and private gold industry" by requiring financial institutions to buy gold from population for 1 ruble 29 kopecks per gram of metal of 1000 standard [4]. In the Ukrainian SSR there were private “gold - silver manufacturers” i.e. jewelers.

They had their own clock workshops and jeweler’s, which were subject to registration in district standard offices. The lists of “gold masters” in 1922 included several hundred entrepreneurs [20, 1]. Total production of private industry in 1926/27 was about 4% of total cost of all products in Ukrainian SSR [21, p. 15]. Private capital occupied 39 % of metal industry holders [24, p. 6], but it was metal working, not jewelry. Permission for purchases of gold testified about poverty of state gold reserves, the lack of adequate and sustainable base for supporting tchervonetz. State reserve of “solid gold” was 180 million rubles, that is why G.Ya. Sokolnikov offered in order to “keep up gold support of banknotes” to sell gold on 160 million abroad, and also to sell museum jewellery in the Netherlands, to reduce budget expenditures and so on. Decrease of foreign exchange reserves happened because extracted gold was immediately used to repay emission. Head of Monetary Authority of USSR L.N. Yurovsky had to admit the fact of payment crisis to western creditors, because deficit was 50 million currency (foreign) rubles.

Head of People's Commissariat of the USSR A.I. Rykov even admitted possibility of real inflation, as currency reserve of Commissariat of Finance was 8.2 million on January 1st in 1925 and 333 thousand rubles on 1st of January  in 1926, 14-18 million rubles of gold was left in the National Bank [17, p. 570]. Soviet currency was losing financial “fixing”. In order to recover financial “fixing” it was offered to “compress budget from the perspective of industrialization”, though there were ideas of using exports to strengthen the revenue. L.N. Yurovsky, who personally took part in the creation of tchervonetz, urged the preservation of its parity with respect to foreign currency. In January 1926 head of State plan of the USSR I. T. Smilha reported to Yo. Stalin about necessity to reduce “consumer expenditures” of the state budget and also to reduce financing agriculture. He considered that it is necessary to increase exports to ensure the currency component of tchervonetz, which became the symbol of economic and financial stability. However, the real situation of the Soviet "golden ducat" was less optimistic. "If in the eyes of people tchervonetz l loses the value of fixed currency – L.N. Yurovsky stressed at the meeting of the Politburo of the CC CP (b) on the 11thof January  1926 - then those tchervonetz, which are now in their pockets, will be thrown into the market "[17, p.595].

He was afraid of this scenario, because it would collapse monetary turnover and “product hunger” - the lack of industrial goods for money supply would start. In the late 1920s there was a decrease of purchasing power of tchervonetz, but budgetary appropriations, the sources of which had tax origin increased.

Conclusions. Thus, monetary reform helped to overcome budgetary deficit, but did not eliminate the emission sources. Emission influence on budget was indirect as the new Soviet currency had an impact on the stabilization of the credit and banking system that is also on financing industry and transport, facilitated fiscal burden. As we see formation and functioning of the Soviet budgetary system in the Ukrainian SSR in the 1920-ies was impossible without monetary reform. Realization of this reform in 1922-1924 helped to forming stable indices of revenue and expenditure of the State and local budgets, i.e. the so -called fixed budget. Monetary reform created the preconditions for the general development of the economy, therefore, to stabilize and strengthen budget relations.
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