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Introduction  
This article deals with the laws created by the Russian government in the 
sphere of the legal regulation of business activity by the rising merchant 
class, which was characterised by its social status as well as 
entrepreneurship. The wide-scale reforms of Peter I included legislative 
transformations in the sphere of taxation. During the reign of Peter I, all 
population categories had trade and commercial privileges which depended 
only on their social status and professional activity. 

Legislative formalisation of merchantry occurred during the reign of 
Catherine II, who sought to increase budget revenues at the expense of 
non-tax revenues. In accordance with European liberal economic theories, 
Catherine II granted the entrepreneurs and industrialists greater freedom 
and encouraged the development of private initiative. 

A considerable impact of Catherine II’s reforms was that they 
brought merchants, businessmen and industrialists out of the burgher 
community and formed them into a special group of taxpayers, liable to pay 
tributes to the treasury directly depending on the value of their capital. 
Consequently merchants, as well as commoners and guild members, were 
relieved of various state duties, especially such serious duties as military 
service. 

Consistent state support of entrepreneurial activity at the legislative 
level significantly strengthened the merchantry and encouraged its 
prominent representatives to conduct diverse business activities. As a result, 
by the middle of the 19th century the merchantry had become not only the 
most economically active segment of the population involved in commercial 
activities, but also the most privileged estate (social group) after the nobility 
and clergy. 
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In the second half of the century, the legal status of entrepreneurs 
underwent significant changes. The abolition of serfdom and the liberal 
reforms of the second half of the century provided a powerful impetus for 
the development of capitalist relations, contributed to the formation of the 
foundations of a law-based bourgeois society, and also resulted in changes 
to socio-economic life. 

The tax reforms of S. Y. Witte abolished the class-based nature of 
commercial activities. The adoption of new regulation was a result of the 
need for an income-progressive system for the taxation of entrepreneurial 
activity. In contrast to the previous system of charges, according to the 
trade tax as of 1898, the object of taxation was not the entrepreneur, but the 
enterprise. It was declared that belonging to the merchantry could be 
confirmed by the possession of both merchantry and trade certificates. 
Thus, the previous system of double taxation in the form of basic and 
additional charges was preserved, but only trade and industrial enterprises 
were subject to the taxation, not the traders. 

Due to these changes in the system of taxation there was, inevitably, a 
change in the socio-legal status of the merchantry. By the 1890s, the class 
privileges of the merchantry had lost much of their former importance, as 
evidenced by the fact that during the preparation of the tax reforms, 
questions were raised as to the appropriateness of retaining merchantry 
class rights. As a result, despite the fact that existing privileges were 
preserved unchanged, they were separated from the right to engage in 
entrepreneurial activity, as was reflected in the division of certificates for 
trade and those for merchantry. Consequently, the merchantry tax changed 
from being the main commercial tax into a charge solely for belonging to 
the merchantry and entrepreneurs who wanted to enjoy the rights and 
privileges of the merchant estate had to obtain a merchantry certificate 
along with a trade certificate. 

The study of the socio-legal status of the Russian merchantry of the 
mid-18th-early 20th centuries has led to the conclusion that the merchantry 
was a special class with the inherent attributes of a closed estate 
corporation. Due to its fairly high socio-legal status and economic strength, 
the merchantry played an extremely significant role in the post-reform 
Russian society. 

The evolution of Russian entrepreneurship during the post-reform 
period was closely related to the fate of the merchant estate, which was 
experiencing a difficult period of transformation under circumstances of the 
rapid development of capitalist relations. The government paid constant 
attention to the business activity of the merchantry, and the care of 
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development of domestic crafts and trade was treated as one of the most 
important functions of the state authority. The American historian R. Pipes 
astutely noted that  

“The Russian government for the first time started to take care of the 
welfare of its business class in the middle of 17th century, and ever since it 
permanently encouraged private entrepreneurship and supported the local 
bourgeoisie.”1  

The accuracy of this observation is confirmed by the legislative acts of 
the 18th and 19th centuries, by means of which the Russian State tried to 
influence the independently developing trade class.2 The Russian researcher 
L. E. Shepelev emphasised three main sets of legislative acts adopted during 
that period which regulated the legal status of the industry and all 
entrepreneurial activity: 1. interaction of entrepreneurs with each other in 
view of their commercial transactions; 2. conditions of establishment and 
operation of businesses; 3. determination of the scope of persons who 
could conduct business activities and the range of their rights.3 

 
Study Findings 
The beginning of the strict regulation of the trade estate’s rights, which 
incurred a change in its status, took place during the reign of Peter I. The 
large-scale transformations in Russia forced the government to seek new 
sources of income and change their financial policy. When searching for a 
more effective system of tax collection management, new reforms were 
implemented in the country, the main target of which was the 
“replenishment of the treasury of His Majesty the Emperor with all incomes 
and duties.”4 The newly-created Razsypannaya Khramina (Scattered Assembly) 
of the Russian merchantry was also considered to play an important role, 
and bodies such as magistrates and town halls were to conduct it.5 During 
the reign of Peter I, the right to engage in trade and craft activity belonged 
to all categories of the population and depended only on the state and the 
professional activity. 

The legislative establishment of the merchantry guild took place 
during the reign of Catherine II, by granting entrepreneurs and 
manufacturers more freedom and encouraging the development of private 
initiative. With regards to special rules of taxation for merchants and 

                                                 
1 Pipes 1995, p. 384. 
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manufacturers, the government implemented several important reforms in 
the country and adopted several laws. These primarily concerned only the 
small group of entrepreneurs who belonged to the guild of merchants. For 
example, the Manifest dated 17 March 1775 divided traders into the 
privileged guild merchantry and the lower middle class. The latter included 
people with capital of less than 500 rubles. First guild merchants had to 
have capital above 10,000 rubles, second guild merchants between 1,000 
and 10,000 rubles, and third guild merchants between 500 and 1,000 rubles.6 

The Zhalovannaya Gramota Gorodam, dated 1785, reinforced these 
innovations and also extended the estate rights of merchants. From that 
moment, trade was finally acknowledged as the monopoly of merchants. 
According to Zhalovannaya Gramota Gorodam, any person could become a 
merchant if he declared any capital between 1,000 and 50,000 rubles. 
Depending on the size of their capital, merchants were divided into three 
guilds. The census recorded merchants as belonging to the first guild (equal 
to 10,000 rubles), the second guild (1,000 rubles) or the third guild (500 
rubles).7 

Representatives of the merchantry, being released from head tax and 
military service, instead had a new direct tax imposed upon them, to the 
amount of one percent of their capital. Unlike the lower middle class, the 
tax was imposed on the whole family, not on each man. The size of capital 
required for being recorded in a guild was gradually increased, thus turning 
guild merchantry into a monopoly and limiting the access of other estates’ 
representatives to it. For example, the 1785 Zhalovannaya Gramota Gorodam 
set the capital size of 1,000 rubles for entering the third guild, and 5,000 
rubles for entering the second one. In 1794, the rates were increased again. 
For those who wanted to be recorded in the first guild the threshold was 
increased to 16,000 rubles, for the second guild to 8,000 rubles, and for the 
third guild to 2,000 rubles. At the same time, the tax rate was also gradually 
increased from 1% to 1.25% of the declared amount of capital. This 
tendency was convincingly demonstrated in the early 19th century when the 
guild fee was increased to 5.225% of the declared capital. In fact, the new 
tax turned out to be not a tax on capital, but a kind of annual fee for 
belonging to a certain guild, which the merchants selected themselves.8 

Unlike other estates, merchantry did not offer lifetime inclusion: a 
merchant had to confirm his guild certificate annually. In cases where the 
certificate was not extended, the merchant was excluded from the 
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merchantry along with his family and automatically became one of the lower 
middle class. All relatives included in the certificate were deemed to be 
assigned to the merchant estate and thus had all estate rights and privileges, 
which included release from any corporal punishments, freedom of 
movement, the right to obtain personal or hereditary citizenship, the right 
to participate in the self-management of the estate, and some other rights 
under certain conditions. 

The law described in detail the relatives who could be included in the 
merchant’s family. The merchantry certificate issued to a husband could 
include his wife, and for fathers or mothers, their sons or unmarried 
daughters were also included. Grandchildren were included only if their 
fathers were also included on the family certificate, and could not trade on 
their own behalf. The members of a merchant family, as recorded in the 
certificate issued to the named head of the family, were permitted to engage 
in his/her business affairs. Sons and daughters, as they reached adulthood, 
could choose to have a certificate issued in their own name, but should they 
do so, they would be excluded from the certificates of their father or 
mother and be solely responsible for their own business activity. This 
detailed regulation of merchants’ families was dictated by the fiscal interests 
of the state in order to limit the range of persons who were entitled to trade 
under a non-divided capital and, thus, prevent avoidance of payment of the 
guild fees. 

In many aspects, the reforms of Catherine II made merchants, 
entrepreneurs and manufacturers distinct from the craft community and 
made them into a new group of taxpayers, obliged to pay taxes directly to 
the treasury according to the size of their capital. This was also encouraged 
by the release of merchants from various state duties, especially severe ones 
such as military service, unlike the lower middle class and craftsmen. As a 
result, by the middle of the 19th century the merchantry had become not 
only one of the most powerful segments of the business population in 
economic terms, but also the most privileged estate after the nobles and the 
clergy. 

At the same time, remaining in a merchant guild was directly 
dependent upon on many factors: the success of the business, the economic 
environment and the policies of the government. Though access to the 
merchantry was open to the representatives of any social group (with some 
exceptions), only a few families managed to stay in this estate for longer 
than one generation. Therefore, during the pre-reform period, the most 
successful and adventurous merchant families came to the fore. 
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The consistent governmental support for entrepreneurship at a 
legislative level considerably strengthened the merchantry, encouraging its 
most prominent representatives towards energetic and versatile business 
activities. With this purpose in mind, Emperor Pavel I in 1800 introduced 
the rank of Kommertsii Sovetnik (Councilor of Commerce) as a sign of special 
merit for successful businessmen and manufacturers among the merchantry. 
Individuals who achieved the best results in commerce, and who had 
remained in the first guild for 12 consecutive years, were awarded this rank. 
Such people were equated with the eighth class of government service, 
which granted them the rights of the noble estate and gave them the general 
title Vashe Vysokoblagorodiye (Your High Nobleness). Besides, those awarded 
with this merit were invited to governmental meetings dedicated to trade 
and industry issues. In 1810, the Manifest About the Methods to Achieve Better 
Structure of Cloth Mills introduced the rank of Manufaktur-Sovetnik 
(Manufacture Councilor) for merchants in the industry who had remained 
in the first guild for 12 years and manufactured more than 100,000 arshins 
of cloth (approx. 71,000 meters) annually.9 Those who were awarded this 
rank obtained the same privileges as Kommertsii Sovetnik. Thus, the 
government encouraged the growth in both ambitions of entrepreneurs and 
active business activities. 

Starting with the reforms by Catherine II and throughout the whole 
of the 19th century, the process of extending the rights and the social base of 
domestic entrepreneurship, as well as the active involvement of 
businessmen in the solution of problems of local self-management and 
benevolence, took place. The subsequent legislative unification of the 
business activity and the social status of merchantry helped to reinforce 
entrepreneurship and make its role in the social life of a city more 
important. Lack of prospects in the state or military service forced 
entrepreneurs to participate in the economic development of the city more 
actively. From this perspective, the growth of merchants’ influence on city 
management in the second half of the 18th century was to be expected. As 
noticed by L. M. Sverdlova, during this period “city management was 
virtually completely controlled by guild merchantry.”10 

The most successful entrepreneurs were treated as “renowned 
citizens” and obtained certain significant privileges and rights. In November 
1824, the right to wear a governor’s uniform (with a court sword) was 
granted to first guild merchants. Acknowledgment of the increasingly active 
role of the business community in the life of society and the state was made 

                                                 
9 Sverdlova 2009, p. 159. 
10 Mackenzie 1891, p. 153-155. 
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by the introduction of hereditary honorary citizenship, in a Manifest of 
Emperor Nikolay I. After the practice of granting merchants the title of 
renowned citizens was abolished in 1807, this measure became a kind of 
compensation for the growing body of domestic entrepreneurs who 
demanded broader rights and privileges. Hereditary honorary citizenship 
was granted to merchants who held the Kommertsii Sovetnik title, were 
awarded government orders and were members of the first guild for 10 
subsequent years or the second guild for 20 subsequent years, and had 
never been acknowledged bankrupt or indicted in a court during that time. 
Those who were included in this estate group were released from military 
service, corporal punishment and the head tax. They obtained the 
opportunity to take part in elections without property qualification. The 
Hereditary Honorary Citizenship was inherited, a circumstance which was 
also very attractive for the heads of powerful and rich merchant families. 

In the second half of 19th century, considerable changes took place in 
the legal status of entrepreneurs. Cancellation of the law of serfdom and the 
liberal reforms of the second half of 19th century gave rise to capitalist 
relations, encouraged the establishment of the basic principles of bourgeois 
society, and caused changes in social and economic life.11 Understanding the 
defects of the then existing business legislation, which became obvious 
during the industrial crisis in the late 1850s, the Russian government made 
certain efforts to improve it.12 As early as in 1861, a bill was prepared, which 
provided for cutting the business activity tax. Though the bill was not 
adopted in full, the ministry of finance slightly reduced the cost of the first 
guild certificates and increased the duty for the second and third guild 
certificates. 

The key event in the history of merchantry in Russia was the adoption 
of the Polozheniye o poshlinakh na pravo torgovli i drugikh promyslov (Provision on 
duties for the right for trade and other crafts) in January 1863. 
Subsequently, a law dated 9 February 1865 introduced certain corrections to 
it.13 The biggest changes concerned the legal sphere of entrepreneurial 
activity. According to these legislative acts, the rights of merchants were 
granted to those citizens who paid patent and ticket business duties. Thus, 
the right to conduct business activity was granted to people belonging to 
any category of the population who could pay the required duty for 
conducting commercial or craft business activity. The trade certificates were 
issued to Russian nationals of any estate, to persons of any gender and any 

                                                 
11 Sweezy 1970, p. 99. 
12 Zakonov Rossiĭskoĭ imperii, vol. XXXVII, 1865, no. 39118, p. 145. 
13 Pipes 1999, p. 420. 
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age (through a custodian, if required), who could choose to keep their 
previous rank or be assigned the rank of merchant. According to the new 
provision, entrepreneurs had to obtain special certificates annually, which 
were broken down into merchant or guild certificates and simple craft 
certificates. A person who took a merchant or guild certificate obtained, 
along with the right to conduct trade or craft in within a set scope, the 
personal rights and advantages of the merchantry. 

The number of merchant guilds was reduced to two and the trade 
patents or guild merchantry certificates were divided into two guild classes. 
Establishing and maintaining trade and industrial facilities was permitted 
only after obtaining a guild certificate. Obtaining a certificate of the first 
guild granted permission to conduct wholesale trade with respect to Russian 
and foreign goods throughout the country, possess factories and plants, and 
enter into contractual relations without any limitation to the amount. 
Accordingly, a merchant of second guild could conduct a retail business 
within a city or a district, possess a factory or a plant, and enter into labour 
contracts to the amount of up to 15,000 rubles. The price of the certificate 
depended on the set class of the city location in which the merchant was 
registered in the estate. Only a person who had purchased an estate guild 
certificate was entitled to be called a merchant. Persons who had not 
previously belonged to the merchantry and then purchased a certificate 
could be either registered as merchants or keep their previous rank. 
However, as the estate rights of merchants were very extensive, few people 
other than nobles used their right to keep their former rank. On the other 
hand, people with small capital were entering guilds with the aim of 
obtaining full merchant privileges. This caused the occurrence of the 
“temporary merchants” phenomenon.14 The temporary merchants, having 
selected a merchant certificate and obtained rights under it, kept their 
previous estate. As a rule, entrepreneurs from other estates (peasants, lower 
middle class, and nobles) were assigned to this category. 

The next important reform was carried out by the Minister of 
Finance, S. Y. Witte, in 1898, when the Polozhenia o Gosudarstvennom 
promyslovom naloge (Provision on the State Trade Tax) was adopted. This 
reform finally put an end to the estate-based nature of business activities. 
Adoption of the new provision was caused by the need to shift to a 
progressive income-based system of taxation of entrepreneurs. Unlike 
previous duties, the trade tax of 1898 made the enterprise, not the 
entrepreneur, the object of taxation. The provision reinforced that 
belonging to a merchant estate was determined by the availability of both a 
                                                 
14 Zakonov Rossiĭskoĭ imperii, vol. XL, 1898, no. 41779, p. 378. 
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merchant and a trade certificate. A trade certificate could be purchased by 
people of any estate. The trade tax consisted of the fee for purchasing the 
trade certificate. The patent price varied according to the geographical 
location: the territory of the Russian Empire was broken up into four 
classes depending on the rate of trade and industry development, with the 
exception of the capital regions. Businesses and private trades were also 
broken up into classes depending on their activities. Besides this, an 
additional trade tax in the form of a certain percentage from the capital 
stock was paid. Another fee, a percentage of the net profit, was set for 
enterprises which were liable to public reporting, according to a progressive 
system; for enterprises that were not liable to public reporting, it was 
calculated based on percentage of the average profitability, which was 
calculated and fixed for this group of enterprises.15 Thus, the former system 
of double taxation in the form of main and additional duties remained; 
however, individuals engaged in trade were not the subject of taxation, only 
their business enterprises. 

As the order of taxation changed, the social and legal status of the 
merchantry inevitably changed. By 1890s, the estate privileges of the 
merchantry had for the most part lost their initial meaning, which is 
evidenced by the fact that during development of the taxation reform, an 
issue was raised about practicability of keeping merchantry rights 
unchanged. As a result, despite the fact that the existing privileges had not 
been changed, they were separated from the right to engage in 
entrepreneurial activity, which manifested itself in dividing the certificates 
into trade and guild ones. Thus, guild duty transformed from being the 
main trade tax into a fee for belonging to the merchantry. As a result, 
entrepreneurs who wished to make use of the estate rights and privileges 
had to obtain an estate merchant certificate along with their trade certificate. 
 
Conclusions  
The 1898 reform had several consequences for the development of Russian 
entrepreneurship. Firstly, a merchant was given the opportunity to be 
registered as a merchant without conducting any business, and this did not 
lead to depriving him of his rank. Also, as the merchant rank still provided 
certain advantages and the merchant’s social status was higher than that of 
peasants or lower middle class, persons who wanted to obtain merchant 
rights but were not engaged in entrepreneurship started to buy up guild 
certificates on a massive scale. This was particularly important for Jews, 
whose civil rights were limited in the Russian Empire. The increase in 
                                                 
15 Mironov 2000, p. 183. 
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individuals not engaged in entrepreneurship in the guilds in the late 19th 
century was a factor that led to the creation of a special category of “non-
trading merchants” who had just the same legal position as trading 
merchants. 

Secondly, due to it being unnecessary to enter a merchant guild in 
order to conduct entrepreneurial activity, the number of merchant 
certificates obtained started to decrease and the share of registered 
merchants among entrepreneurs started to reduce rapidly from the early 20th 
century. The taxation reform led to a notable reduction of the merchant 
estate population in the early 20th century. The reduction in the number of 
guild certificates purchased can be explained both by their high cost and the 
depreciation in the meaning of the privileges received on becoming a 
merchant. According to B. N. Mironov, the reduction in the merchantry 
population during this period was, “according to the opinion of urban and 
rural dwellers, caused by the reduced attractiveness of the merchant rank.”16 
Besides, many industrialists who were not interested in the additional estate-
related rights did not obtain merchant certificates and remained in the lower 
middle class and peasant estates. 

The change in the qualitative and quantitative structure of guilds 
confirms the conclusion of those researchers who believe that in the late 
19th-early 20th centuries, an active process of dilution of the Russian 
merchantry took place.17 During this period, not only did the number of 
merchants decrease rapidly, but the estate itself lost its former business-
related meaning. 
 
 
Legislative Measures of the Russian State Relating to Regulation of Entrepreneurial 

Activity between the Mid-18th and Early 20th Centuries 
 

(Abstract) 
 

This article deals with the laws created by the Russian government in the sphere of the legal 
regulation of business activity by the rising merchant class, which was characterised by its 
social status as much as entrepreneurship.  

Due to the reforms of Peter I and Catherine II, merchants, businessmen and 
industrialists were brought out of the burgher community and formed into a special group 
of taxpayers, liable to pay tributes to the treasury directly depending on the value of their 
capital. Consequently merchants, as well as commoners and guild members, were relieved 
of various state duties, especially such serious duties as military service. 

Consistent state support of entrepreneurial activity at the legislative level 
significantly strengthened the merchantry and encouraged its prominent representatives to 
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conduct diverse business activities. As a result, by the middle of the 19th century the 
merchantry had become not only the most economically active segment of the population 
involved in commercial activities, but also the most privileged estate (social group) after the 
nobility and clergy. 

This study of the socio-legal status of the Russian merchantry of the mid-18th-early 
20th centuries concludes that the merchantry was a special class with the inherent attributes 
of a closed estate corporation. Due to its relatively high socio-legal status and economic 
strength, the merchantry played an extremely significant role in the post-reform Russian 
society. 
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