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1. Introduction
The central question of economic growth is: why some countries are rich while 

others remain poor? In the early 21st century, economists began to recognize that 

addressing this question requires a deeper understanding of the productivity nature of 

individual fi rms — since fi rms are the primary agents generating economic output and 

growth. As a result, the study of economic growth increasingly shifted toward the fi rm 

level (Restuccia, Rogerson, 2008; Hsieh, Klenow, 2009; Syverson, 2011), raising a new 

and important question: why are some fi rms more productive than others?

A wide range of explanations for differences in fi rm-level productivity was pro-

posed, including variation in managerial practices, levels of human and social capital, 

and access to fi nancial resources. One might wonder, what matters most for entrepre-

neurial success — individual talent, social connections, or access to fi nance? Answer to 

this question empirically is far from straightforward. Yet, recent discoveries of micro- 

level data from Russian economic history (e. g., (Gregg, 2020)) create fresh opportuni-

ties to evaluate such hypotheses about fi rm productivity.
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This paper focuses on the economic performance of the Russian Old Believers — 

a persecuted religious minority that came to control a disproportionately large share 

of industrial enterprises in the Russian Empire. According to some estimates, such as 

Stadnikov A. (Stadnikov, 2002, p. 92), Old Believer merchants owned up to 40% of 

textile factories in Moscow Province by the 1860s, despite constituting only around 5% 

of the local population (Raskov, Kufenko, 2017, p. 9). Both Russian and international 

historians documented considerable evidence of the Old Believers’ high productivity 

in business, yet the causes of their success remain underexplored in the context of 

modern economic theory.

According to historical literature, Old Believers–merchants enjoyed all three 

advantages mentioned above: exceptional human capital, dense social networks, and 

access to credit. These three factors can, in principle, be proxied using historical data, 

offering a unique opportunity to empirically assess the drivers of their remarkable pro-

ductivity. This article reviews the economic literature that sought to explain the Old 

Believers’ success and highlights promising directions for future research.

Many economic papers studying fi rm productivity in the Russian Empire apply 

structural models that assume a specifi c type of market equilibrium. The use of such 

models is justifi ed by the fact that the Russian Empire was a capitalist market economy, 

but with a high degree of monopolization (Zhuravskaya, Guriev, Markevich, 2024). 

Such conditions allow modern equilibrium- based theories to be meaningfully applied 

to historical data. For example, Gregg A. G. (Gregg, 2020) examined how Russian fi rms’ 

productivity changed after gaining access to the stock market in the 19th century, while 

Suesse M. and Grigoriadis T. (Suesse, Grigoriadis, 2025) analyze how the expansion 

of the banking network following Sergei Witte’s reforms affected factory- level revenue, 

mechanization, and productivity.

The paper proceeds as follows. Section 2 presents evidence from historical 

and economic literature that supports high productivity of Old Believer merchants. 

Section 3 contains three main explanations on their high productivity mentioned 

above. Only the social capital hypothesis was properly tested in economic research, so 

the rest two explanations are still underexplored in economic history. And Section 4 

concludes.

2. Historical background
The Old Believers were a group that separated from the Russian Orthodox 

Church following the Church Schism (Raskol) of the mid-17th century. A detailed 

account of this schism and the origins of the Old Believers can be found in (Zenkovsky, 

1970). The division began with the liturgical reforms initiated by Patriarch Nikon in 

the 1650s, aimed at aligning Russian Orthodox practices with contemporary of that 

time Greek Orthodox rituals. For example, before the reform, people crossed them-

selves with two fi ngers, and after — they began to cross themselves with three fi ngers. 

Before the reform, the religious procession went clockwise (following the direction of 

the Sun), but after the reform it went counter- clockwise (against the direction of the 

Sun). There were also other changes: correction of icons and church books.

Despite his initial commitment to these reforms, Nikon observed widespread 

popular resistance during his travels across monasteries, villages, and churches in 

Russia. Disturbed by the backlash, he resigned from his position and retired to a mon-
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astery. However, his resignation prompted a broader ecclesiastical crisis. In 1666, the 

Great Moscow Council was convened with participation from foreign Orthodox patri-

archs. While the Council condemned Nikon personally for abandoning his patriarchal 

responsibilities, it ultimately endorsed his reforms. Those who rejected the new ritu-

als were anathematized, declared heretics, and labeled as schismatics, or Old Believers 

(starovery).

From their inception, Old Believers faced systematic persecution by both the 

Church and the state. They were barred from holding educational or clerical posi-

tions, and their places of worship — and even their cemeteries — were often desecrated 

(Ershova, 1999, p. 78). A particularly brutal milestone in this persecution was the 

issuance of Princess Sophia’s Twelve Articles in 1685, which effectively legalized the 

physical extermination of Old Believers. Under this edict, those who adhered to or 

supported Old Belief were to be burned alive in sealed log cabins. Peter the Great intro-

duced double taxation on the Old Believers in 1728. Faced with such severe repression, 

many Old Believers at that time fl ed abroad.

According to Titova E. (Titova, 2018, p. 71), the distinctive features of Old 

Believer entrepreneurship were established during the reign of Peter I (Peter the Great). 

These included the collective organization of business, a strategic focus on emerging 

industries, and an ethical and confessional foundation for commercial activity all of 

which stood in opposition to both — the state and the offi cial Orthodox Church. The 

Old Believers embodied a form of popular protest against ecclesiastical and political 

authority. Viewing nearly every Russian ruler as the Antichrist, they developed a dis-

tinct eschatological outlook: a belief that they could rely on no one but themselves. 

This worldview fostered a spirit of self-reliance and independence, qualities essential 

for successful entrepreneurship (Zenkovsky, 1970; Kerov, 2016).

As noted by Zenkovsky S. A. (Zenkovsky, 1970), Catherine II, upon coming to 

power, witnessed the depopulation and desolation of Northern and Central Russia due 

to the emigration of schismatics, which led to stagnation in Russian economic activity. 

Catherine II, at the very beginning of her reign (1762), carried out the fi rst amnesty 

for the Old Believers. She allowed them to return to their homeland, settle in some cit-

ies, and join the merchant guild. Most importantly, Catherine II cancels the repressive 

decrees of Peter I. In 1782, Catherine II offi cially abolished the double taxation previ-

ously imposed on all Old Believers.

By the mid-18th century, Old Believers dominated among Russia’s wealthi-

est merchants and industrialists. Prominent entrepreneurial families such as the 

Bugrovs, Guchkovs, Demidovs, the “bread kings” Maltsevs, Ryabushinskys, Siritkins, 

Soldatenkovs, and others were known adherents of the Old Belief. Kerov V. (Kerov, 

2016, p. 13) noted that, according to some researchers, prior to World War I, Old 

Believers accounted for as much as 60% of all merchants and controlled between 64 

and 75% of the total fi nancial capital in Russia. However, these estimates face a signifi -

cant methodological challenge: many Old Believers concealed their religious identity, 

offi cially registering as Orthodox Christians. As Kerov V. (Kerov, 2016, p. 13) empha-

sized, the precise calculation of the Old Believers’ proportion among Russian entrepre-

neurs is virtually impossible, as the offi cial registration of Old Believers was inconsis-

tent and often arbitrary.
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In the 20th century, many historians — particularly those writing outside of 

Russia — began to emphasize the important role played by the Old Believers in the eco-

nomic development of the Russian Empire. Notable among them are Blackwell W. L., 

Gerschenkron A. and Zenkovsky S. A. (Blackwell, 1965; Gerschenkron, 1970; Zenkovsky, 

1970). This paper examines three main explanations of the Old Believers’ economic 

success that emerge from the historical literature and align closely with modern eco-

nomic theories of fi rm productivity: human capital, strong social networks, and access 

to fi nance. Each of these factors offers a promising direction for further empirical 

investigation.

3. Evidence of the high productivity of Old Believer merchants
This section presents a review of the literature addressing the productivity of 

Old Believer entrepreneurship. In addition to descriptive historical studies, I exam-

ine contributions from economic historians Beliajeff A. S. and Raskov D., Kufenko V. 

(Beliajeff, 1979; Raskov, Kufenko, 2017), who utilized 19th-century micro-data to empir-

ically evaluate hypotheses regarding the high productivity of Old Believer enterprises.

The Russian historian Afanasy Shchapov was among the fi rst to document 

the substantial economic infl uence of Old Believers within key sectors of the Russian 

Empire. In his 1858 master’s thesis, Shchapov observed that by the late 18th century, 

Old Believers established a dominant presence in several industries. They owned tex-

tile factories in the Moscow Province, mining operations in the Urals, wholesale trad-

ing companies in Nizhny Novgorod, and shipbuilding enterprises along the Volga and 

Oka rivers (Shchapov, 1859, p. 290–292).

In his 1862 treatise “Zemstvo and the Schism” («Земство и раскол»), Shchapov A.  

proposed a methodological framework for analyzing the economic practices of Old 

Believers’ communities. He argued that the Old Believer schism represented a collec-

tive resistance by the peasant masses against both ecclesiastical and state authority. As 

a result, according to Shchapov, Old Believers developed a distinct socio- economic 

system characterized by self-governance, autonomous economic development, and 

a commitment to democratic principles (Shchapov, 1862, p. 28).

Kelsiev V. (Kelsiev, 1862) supports Shchapov’s thesis that Old Belief primar-

ily represented a popular and creative opposition to the socio- economic and spiritual 

dominance of the state and the Orthodox Church. In addition to highlighting the Old 

Believers’ inclination toward electoral principles and grassroots governance, Kelsiev V. 

noted that, unlike their Orthodox counterparts, Old Believers did not suffer from 

a lack of business acumen or entrepreneurial spirit (Kelsiev, 1862, p. 148). He was also 

the fi rst to address the issue of Old Believer fi nancial capital and the principles under-

lying its accumulation.

Following Kelsiev V. (Kelsiev, 1862), other Russian historiographers also exam-

ined Old Believer communities. However, as Titova E. (Titova, 2018, p. 37) pointed out, 

the state ideology of the 19th century continued to promote a repressive stance toward 

the Old Believers, which hindered objective analysis of their activities. Consequently, 

their economic success was rarely a subject of scholarly investigation.

Blackwell W. L., Gerschenkron A. and Crummey R. O. (Blackwell, 1965; 

Gerschenkron, 1970; Crummey, 1970) were among the fi rst Western historians to rec-

ognize the signifi cant role played by Old Believers in the economic development of 
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the Russian Empire. Crummey R. O. (Crummey, 1970) draws a comparison between 

Russian Old Believers and Jews, noting numerous similarities in their social position, 

and provides a detailed account of the economic activities of the Vyg Old Believer 

community.

Zenkovsky S. A. (Zenkovsky, 1970) was the fi rst to systematically organize knowl-

edge not only about the Schism itself but also specifi cally regarding Old Believer 

entrepreneurship. He concluded that the Schism primarily attracted members of 

the merchant- industrial and artisanal classes; for instance, the entire merchant class 

of Rostov, Romanov, Yaroslavl, and Rybinsk adhered to Old Belief. Zenkovsky wrote 

that by the 1820s, Old Believer merchants were already economically powerful, intel-

lectually and spiritually conservative, and politically neutral. Although Zenkovsky S. A. 

(Zenkovsky, 1970) frequently emphasized that nearly the entire merchant class con-

sisted of Old Believers, he provided few precise fi gures, aside from occasional refer-

ences to the number of self-identifi ed Old Believer merchants. Prior to the 1970s, no 

statistical analysis of the role of Old Believers in the economy was conducted.

The fi rst scholar to examine the economic infl uence of Old Believer fi rms 

using statistical data was Anton Beliajeff (Beliajeff, 1979). His study focused on enter-

prises in Moscow, as the city was both the spiritual and economic center of Old Belief. 

Drawing on data from the 1850 merchant guild census and the 1843 factory report, 

Beliajeff attempted to demonstrate that the role of Old Believers in the industrial sec-

tor of the Russian Empire was signifi cantly overstated. He argued that historical and 

economic scholarship tends to exaggerate the importance of social groups that stand 

apart from the mainstream.

According to Beliajeff’s estimates (Beliajeff, 1979, p. 41), Old Believers con-

trolled 12.71% of total industrial output in Moscow. Given that earlier historical litera-

ture — such as (Zenkovsky, 1970) — he claimed that at least half of all enterprises were 

owned by Old Believers, Beliajeff A. S. concluded that the economic role of this reli-

gious minority was overstated (Beliajeff, 1979). However, his data was limited to a single 

year (1843), and his analysis relied on only one source of religious affi liation data. This 

poses a signifi cant limitation, as Old Believers were known to conceal their identity 

from offi cial authorities, potentially leading to underreporting in the sources he used.

The research initiated by Beliajeff A. S. (Beliajeff, 1979) was signifi cantly 

expanded by Raskov D., Kufenko V. (Raskov, Kufenko 2017). Their study was focused 

on the textile sector in Moscow and, unlike Beliajeff, employed 15 different sources 

of religious affi liation data as well as six statistical reports on Moscow enterprises. The 

industrial data covered the period from 1843 to 1890. The scope of the confessional 

data in (Raskov, Kufenko, 2017) exceeded that of Beliajeff (Beliajeff, 1979) by approxi-

mately 30–40%.

It is worth noting several features of the religious- affi liation sources used in 

such studies. In the 19th century, numerous terms existed to denote the adherent of 

old rituals: raskolnik (schismatic), starover (old believer), staroobrjadec (old tradition fol-

lower). In addition, Old Believers also often identifi ed themselves with particular com-

munities, such as the Rogozhskoye or Preobrazhenskoye cemeteries in Moscow. This 

multiplicity of terms need not create problems for empirical analysis, however, because 

the primary sources of confessional information — merchant guild censuses (revizskie 

skazki) — consistently recorded religious affi liation. Naydenov N. (Naydenov, 1889) 
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summarized these census records for Moscow in his publications, where he clearly indi-

cated the merchants’ religious affi liation. Many merchants in his book are designated 

as adherents of the Rogozhskoye or Preobrazhenskoye cemeteries. Using the lists by 

Naydenov N. (Naydenov, 1889) Raskov D., Kufenko V. (Raskov, Kufenko, 2017) identi-

fi ed merchants who were Old Believers.

According to Raskov and Kufenko’s calculations (Raskov, Kufenko, 2017, p. 

9), the 1850 merchant guild census recorded 624 merchant families with Old Believer 

status, constituting 15% of all merchant families. Considering that Old Believers 

accounted for only about 5% of the population at the time, this indicates a strong pro-

pensity among Old Believers toward commercial activity.

Using confessional data, Raskov D. and Kufenko V. (Raskov, Kufenko, 2017, 

p. 21) assigned a dummy variable to each fi rm in the industrial reports to indicate 

whether the fi rm belonged to an Old Believer merchant. Their analysis reveals that the 

share of Old Believer fi rms in Moscow’s textile sector was slightly above 20% until 1870, 

after which it began to decline.

Analyzing various subsectors within the textile industry, Raskov D., Kufenko V. 

(Raskov, Kufenko, 2017, p. 16) further concluded that Old Believer entrepreneurs 

followed the technological trends of their time and responded to market demand. 

In the fi rst half of the 19th century, they were primarily focused on silk production. 

Subsequently, Old Believer fi rms shifted to wool manufacturing, and by the 1870s, 

there were no Old Believer fi rms engaged in silk production.

Raskov D., Kufenko V. (Raskov, Kufenko, 2017) then used revenue per worker 

as a proxy for factory productivity. Their analysis revealed that median revenue per 

worker was higher for Old Believer fi rms only in the wool subsector. Moreover, the 

share of Old Believer fi rms in the wool subsector was higher than in other subsectors, 

fl uctuating between 15 and 20% throughout the period under study. Even in 1890, 

Old Believers’ wool fi rms, which comprised 15% of fi rms, accounted for 20% of total 

output. Thus, it can be concluded that only Old Believer fi rms producing wool were 

notably productive (Raskov, Kufenko, 2017, p. 21).

Additionally, Raskov D. and Kufenko V. (Raskov, Kufenko, 2017, p. 21) observed 

that Old Believers’ fi rms employed more workers than their counterparts. It is possible 

that the reliance on labor rather than machinery contributed to the relatively lower 

productivity of Old Believers’ fi rms overall.

From the perspective of economic science, the interpretation of the results in 

(Raskov, Kufenko, 2017) should be approached with caution. Revenue per worker may 

refl ect not only productivity but also markups and various distortions within the econ-

omy. Thus, low or high revenue per worker can indicate a fi rm’s market power or con-

straints on access to production factors. The following simple model illustrates this point.

Assume that fi rms in the economy produce according to a Cobb–Douglas 

technology:

           Y A K Li i i i= −α α1 .  (1)

If the market exhibits monopolistic competition, as assumed, for example, in (Hsieh, 

Klenow, 2009), then revenue per worker takes the form: PY L wi i i/ / ,= −( ) −( )⎡⎣ ⎤⎦σ σ α1 1  

where σ σ−( )1 /  represents the markup, standard  for all fi rms under monopolistic 

competition, and σ denotes the constant elasticity of subst itution between fi rms. From 

the formula above, it is evident that as markups increase, revenue per worker also rises.
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It can also be noted that changes in the wage rate w directly affect revenue per 

worker. Thus, if Old Believers–entrepreneurs were able to recruit co-religionists as fac-

tory workers, and this would imply greater access to labor than other fi rms had, thereby 

reducing their labor costs (w) and revenue per worker relative to fi rms without such 

social networks. This mechanism may help explain why Old Believers’ fi rms exhibited 

comparatively low labor productivity in subsectors other than wool.

If no market- equilibrium model such as that of (Hsieh, Klenow, 2009) is 

assumed, then revenue per worker may also refl ect capital utilization, since an increase 

in capital raises output and thus total revenue and revenue per worker. However, in the 

(Hsieh, Klenow, 2009) model, revenue productivity is not directly linked to the physi-

cal productivity of the fi rm.

After 1871, the share of Old Believers in Moscow’s textile production declined. 

This trend is explained by the fact that many fi rms were turned into corporations and 

production moved from the industrial centers to the regions (Raskov, Kufenko, 2017, 

p. 22). Upon incorporation, it became impossible to identify the religious affi liation of 

a fi rm’s owners.

Raskov’s D. and Kufenko’s V. (Raskov, Kufenko, 2017) study remains the 

most comprehensive empirical investigation confi rming the high productivity of Old 

Believers, particularly in wool production. The following section explores the specifi c 

factors underlying the entrepreneurial success of Old Believers.

4. Explanations of Old Believers’ success
As noted by Raskov D. and Titova E. (Raskov, 2012; Titova, 2018), there is cur-

rently no unifi ed methodology for studying the success of Old Believers, nor there is 

a comprehensive analysis of Old Believer fi rms through the lens of economic theory. 

This paper seeks to address this gap by categorizing the factors behind their entrepre-

neurial success into three broad groups aligned with major fi elds in modern econom-

ics: human capital, social capital, and fi nancial constraints.

The following authors Kerov V., Raskov D. and Kufenko V., Rusanov V. (Kerov, 

2016; Raskov, Kufenko, 2017; Rusanov, 2015) identifi ed several key drivers of Old 

Believer success, including social capital, access to interest-free loans, human capital, 

and a distinctive entrepreneurial ethic.

4.1. Human capital and specifi c ethical entrepreneurship

Human capital refers to employees’ and entrepreneurs’ skills, knowledge, edu-

cation, and health, which enhance their ability to contribute to fi rm performance. The 

notion was fi rst introduced in (Schultz, 1961), and formalized in (Becker, 1962). There 

is ample evidence that Old Believers placed a high value on literacy, book-keeping, and 

education, which enhanced their ability to manage businesses effectively. In addition, 

the Old Believers–workers were distinguished by their literacy, hard work and sobriety. 

In this subsection I review the explanation of Old Believer success in entrepreneurship 

based on human capital and special business ethic.

Anatole Leroy- Beaulieu, a French historian who traveled through Russia in the 

1870s, provided a detailed account of the economic and social life of the Empire. He 

was particularly impressed by the fact that the largest factories and most splendid estates 
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in Moscow belonged to Old Believers’ merchants (Leroy- Beaulieu, 1898, p. 389–394). 

He and subsequent historians noted that the fi nancial prosperity and ethics of the Old 

Believers carried signifi cant resemblance to those of Protestants. For instance, in the 

20th century, Zenkovsky S. A. (Zenkovsky, 1970, p. 450) identifi ed certain Old Believers’ 

communities as comparable to Calvinist Protestants. Describing the Fedoseevskaya Old 

Believers’ community in Moscow, he observed a Puritanical approach to labor, a consis-

tent ethic of thrift, and a strong sense of being chosen by God — traits shared within the 

Protestant groups. Both Protestants and Old Believers exhibited rationalism, lack of 

hierarchical structure, and high literacy rates. These characteristics fostered the devel-

opment of entrepreneurship.

How did the Old Believers’ entrepreneurial ethic emerge? Which institutions 

facilitated its development? As Zenkovsky S. A. (Zenkovsky, 1970) observed, the origins 

of the distinctive Old Believer approach to economic management can be traced to two 

ancient Orthodox texts: the Domostroy and the Rite of Catechization for Those Entering the 

Orthodox Faith.

In the ancient Orthodox Church, catechization was the fi nal stage before bap-

tism. Zenkovsky S. A. (Zenkovsky, 1970, p. 433–435) regarded the Rite of Catechization as 

the “statute of economic ethics” for the Old Believers. This Rite constituted a set of doc-

trinal rules for the Preobrazhenskaya Old Believers’ community, one of the two main 

Old Believer communities in Moscow. A central tenet of this community’s teachings 

was celibacy. However, celibacy was not the only requirement for admission; there were 

also a series of economic requirements. Notably, the fi rst fi ve points of the Rite relate 

directly to the ethics of conducting business. The Rite instructs questioning anyone 

entering the Orthodox faith about whether they trade alcohol or play cards, engage 

in pimping, or reliably pay trade duties. Before accepting baptism, the catechization 

ritual mandates the repayment of all debts and the restitution of any stolen property. 

Thus, the initial points of the Rite clearly indicate that entrepreneurship was one of the 

principal activities of the Preobrazhenskaya Old Believers’ community.

In addition to the Rite of Catechization, Titova E. (Titova, 2018, p. 25) highlights 

another infl uential text on the organization of Old Believers’ enterprise activities — 

the Orthodox book Domostroy. In Domostroy, economic concepts such as trust, honesty, 

morality, and education appeared prominently as foundational categories.

Kerov V. and Titova E. (Kerov, 2016; Titova, 2018), analyzing the religious foun-

dations of business and the activities of prominent Old Believers–merchants, identi-

fi ed several key features of Old Believers’ entrepreneurship. Among these traits are col-

lectivism and solidarity, honesty, and trust among fi rm members. For many well-known 

Old Believers–entrepreneurs — such as the Morozovs and Kuznetsovs — the primary 

value was the quality of their products. As Titova E. notes, the principles outlined in 

Domostroy helped cultivate a distinctive ethical framework in workplace relationships, 

fostering a spirit of mutual connection and responsibility (Titova, 2018, p. 31). The 

objective of a fi rm was not profi t maximization but rather the fl ourishing of the family 

as a holistic entity. Within this unity, each fi rm member was bound by inner, rather than 

external, ties, while preserving individual identity and personal freedom.

Titova E. (Titova, 2018, p. 101) also provided examples of how prominent Old 

Believers–merchants invested in research and development to enhance product qual-

ity. For instance, the Kuznetsov family organized a commercial expedition to Mongolia. 
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Sergei Ivanovich Prokhorov, an Old Believer and one of Russia’s fi rst textile manufac-

turers, established a chemical laboratory at his factory in 1882 and placed it under 

the direction of a prominent chemist of the time, Oswald Miller. The laboratory at 

Prokhorov’s Trekhgornaya Manufactory employed scientists from Moscow University 

and contributed to signifi cant scientifi c discoveries, including in the fi eld of dyes. 

A similar laboratory was established in 1894 at the Nikolskaya Manufactory of Savva 

Morozov.

Old Believers’ factories were characterized by a distinctive approach to worker 

welfare. Many of them implemented extensive social support systems, including the 

construction of factory settlements, schools, nurseries, and almshouses (Kerov, 2016; 

Titova, 2018). In 1816, Timofei Vasilievich Prokhorov established a vocational school at 

his factory for the children of workers. Additional amenities included a library, a sum-

mer sanatorium, evening literacy classes, and a factory theater (Titova, 2018, p. 104). 

Timofei Savvich Morozov, even before child labor legislation was enacted in Russia, 

introduced a seven-hour workday for children under the age of 13 at his factories. 

He also required his managers to ensure that all children attended the factory school 

(Titova, p. 13).

As for Old Believers as workers, they were known for their literacy and diligence 

(Liprandi, 1883). Hildermeier M. (Hildermeier, 2013, p. 818) provided anecdotal evi-

dence of Old Believers’ sobriety. However, despite religious prohibitions by community 

leaders on trading in certain goods such as tobacco, tea, and alcohol, Old Believers in 

the Guslitsky district of Moscow cultivated hops.

As for the high literacy rates among Old Believers, historians offer the follow-

ing explanation. One of the earliest manifestations of a “cult of the book” appeared at 

Vyg, a major center of Old Believers’ life (Shchapov, 1862, p. 157). The Vyg commu-

nity had specifi c rules regarding daily routines, as recorded in its charter. For instance, 

members were instructed: «After lunch, instead of resting, read at least fi ve pages of 

a book». On Sundays and religious holidays, physical labor was to be replaced by read-

ing. The Vyg community succeeded in assembling a signifi cant library. Bubnov N. and 

Voznesensky A. (Bubnov, 1995; Voznesensky, 1996) also note that remote Old Believers’ 

communities often maintained libraries where the number of books exceeded the 

number of residents. Shchapov A. (Shchapov, 1862, p. 157) emphasized that some 

monuments of Old Russian literature survived solely thanks to the Old Believers.

Thus, the historical literature emphasizes the role of human capital in the pro-

ductivity of Old Believers’ fi rms, yet no empirical study fi rmly established this con-

nection. One of the main challenges for such an analysis lies in the measurement of 

human capital. Rusanov V. (Rusanov, 2015, p. 21) (whose paper is discussed below) 

uses the share of the literate population living near a factory as a proxy for human capi-

tal. However, he found that this proxy could not substantially explain differences in 

factory productivity.

Rusanov V. (Rusanov, 2015, p. 20) also noted that many Old Believers’ enter-

prises relied on outdated technologies. It is possible that only the most prominent Old 

Believer entrepreneurs — such as the Prokhorovs, Kuznetsovs, and Morozovs — invested 

in production modernization. Therefore, the explanation for the high productivity of 

Old Believers’ factories, as observed by Rusanov V., Raskov D. and Kufenko V. (Rusanov, 
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2015; Raskov, Kufenko, 2017), should not be sought in technical equipment alone. 

Yet, the contribution of education, work ethic, and specifi c business ethics remains far 

more diffi cult to quantify.

4.2. Social connections

Historians Rustic O. and Kerov V. noted that due to ongoing persecution by the 

offi cial Church and the state, the Old Believers developed a strong sense of cohesion 

and solidarity (Kerov, 2016; Rustik, 1934). This leads us to the second explanation for 

their entrepreneurial success — social ties among entrepreneurs.

Historical sources vividly illustrate the role of social connections in the entre-

preneurial success of Old Believers. One prominent case is the Vyg Old Believers’ com-

munity, which was described by (Crummey, 1970). Living under harsh conditions in 

the Russian North, the community developed a remarkable resilience and collective 

strategy for survival. In their search for economic sustainability, they established a large- 

scale grain trade between the southern regions and the capital. The spiritual leader 

of the community, Andrei Denisov, personally initiated this commercial endeavor. 

Members of the community opened warehouses in St. Petersburg and other major cit-

ies, profi ting from regional price differences in the grain market. This kind of commer-

cial activity clearly required both an awareness of market demand and a well-function-

ing interregional network — something the Old Believers were uniquely equipped with 

due to their tight-knit social structure and high level of internal trust.

As Raskov D., Kufenko V. noted, the leaders of Old Believer communities devel-

oped trade codes to regulate commercial activity (Raskov, Kufenko, 2017, p. 30). The 

fi rst such code of conduct for Old Believers’ merchants was written in 1740. According 

to this document, trade was valued insofar as it benefi ted the community, and hon-

est commercial behavior was strongly encouraged. All business decisions were made 

collectively, and the decision- making process was transparent — indicating a demo-

cratic approach to enterprise. Without such regulatory mechanisms, the trade network 

would have struggled to function effectively due to the risk of opportunistic behavior 

by individual merchants. In this sense, the strict rules and reputation- based enforce-

ment introduced by the Old Believers closely resemble the institutional arrangements 

described by Greif A. in his analysis (Greif, 1993) of the Maghribi traders: dishonest 

merchants were expelled from the community.

When discussing the social structure of Old Believers’ communities, it’s worth 

mentioning the research of the Soviet historian Pavel Ryndzyunsky. Ryndzyunsky P. G., 

studying the Preobrazhensky community, noticed a confrontation between two social 

strata — ordinary members of the community and industrialists (Ryndzyunsky, 1950). 

While at the beginning of the 19th century, the community primarily represented 

the interests of ordinary members (credit for all members, provision of shelter), later 

these rules were implemented only to the extent that they aligned with the interests 

of entrepreneurs. Over time, Old Believers’ communities established institutions that 

addressed socio- economic necessities that the offi cial state was unable to fulfi l. These 

needs included: raising funds and providing loans to industrialists, providing shelter 

to peasants transitioning to the status of small merchants or workers, and assisting 

them in obtaining civil rights.
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Kerov V. continuing the study of social connections of Old Believers (Kerov, 

2016, p. 27), further observed that, according to contemporary accounts, Old Believers 

placed a high value on “truthfulness among their own and clever cunning when deal-

ing with outsiders, especially with state offi cials.” He concluded that mutual coopera-

tion, fi nancial support within the community, combined with religious and ethical 

motivations for entrepreneurship and a distinctive economic mentality, contributed to 

the emergence of the Old Believers as a religious- economic collective. By the late 19 

century, almost all major commercial and industrial enterprises in Moscow and the sur-

rounding region were owned and managed by Old Believers–merchants.

There exists an economic study that directly investigates the contribution of 

social capital to the productivity of Old Believer enterprises. Rusanov V. (Rusanov, 

2015) tested the hypothesis according to which close ties between Old Believers–

entrepreneurs and factory workers contributed to the emergence of a business net-

work, resulting in higher productivity of their fi rms. According to the social capital 

hypothesis, factories located in areas with a high concentration of Old Believers should 

exhibit greater productivity — for instance, in terms of Total Factor Productivity (TFP). 

Rusanov V. (Rusanov, 2015) empirically examined this hypothesis using data from the 

Moscow Province in 1884.

In his analysis Rusanov V. (Rusanov, 2015) estimated the production function 

of factories in the Moscow Province, employing the share of Old Believers’ residing 

within a 7-kilometer radius of each factory as a proxy for social capital. In this frame-

work, fi rms were assumed to produce according to the following technology:

         Y AS K Li i i i= γ α β ,  (2)

where Yi  is factory output (measured in terms of revenue), Si  is a percentage of Old 

Believers living near the factory, Ki denotes physical capital (measured in horsepower), 

Li  is labor, measured in the number of factory workers.

The parameters of the production function (2) are estimated using the follow-

ing regression specifi cation log log log log logY A S K Li i i i i= + + + +γ α β ε .

In this regression, it is important to consider the potential endogeneity issue — 

Old Believers may settle in locations that were suitable for business activity, such as areas 

near roads or rivers. To obtain a causal estimate of the effect of social capital on fac-

tory productivity, Rusanov V. (Rusanov, 2015) instrumented the share of Old Believers 

within the distance to two historical centers of Old Believers’ settlement: the Guslitsi 

region and the Rogozhskoe cemetery. The validity of these instruments rests on the his-

torical fact that these Old Believers’ centers emerged long before the development of 

the infrastructure necessary for textile manufacturing. Therefore, these Instrumental 

Variables are plausibly exogenous, as they are unlikely to be correlated with the charac-

teristics that typically infl uence the choice of factory location, such as the presence of 

transportation networks, banks, or access to raw materials.

The results presented in (Rusanov, 2015, p. 22) indicate that a higher share 

of Old Believers within a 7-kilometer radius of a factory is signifi cantly associated with 

increased total factor productivity (TFP). The effect is not only statistically signifi cant 

but also economically meaningful: a doubling of the local Old Believers population 

share (e. g., from 2% to 4%) is associated with a 7.1% increase in TFP.
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However, these results should be interpreted with caution, as Rusanov V. 
(Rusanov, 2015) did not employ precise attribution of Old Believer status at the fac-

tory level. More detailed confessional data — such as that used in (Raskov, Kufenko, 

2017) — were not available to him. An alternative interpretation is also plausible: that 

the observed productivity gains are due to Old Believers workers being more diligent 

and disciplined, — a view supported by Rustic O. and Kerov V. (Rustik, 1934; Kerov, 

2016), who emphasized the superior work ethic of Old Believers compared to their 

Orthodox counterparts.

Therefore, a more accurate attribution of Old Believer status to factories is 

needed to disentangle the ownership effect (i. e., whether the factory was run by an Old 

Believer) from the labor force effect (i. e., whether the workers were Old Believers). 

Nonetheless, Rusanov (Rusanov, 2015) study provided the fi rst empirical evidence that 

the cohesion and social networks among Old Believers had a substantial positive impact 

on business productivity. His fi ndings also offered broader support for the hypothesis 

that social capital enhanced fi rm-level economic performance.

4.3. Capital accumulation

A third important explanation for the high productivity of Old Believers’ fi rms 

lies in their ability to accumulate capital. Many researchers (such as Kerov V. (Kerov, 

2016) and Ryndzyunsky P. G. (Ryndzyunsky, 1950)) did not distinguish between the 

social and fi nancial capital of the Old Believers, emphasizing that both their cohe-

sion and fi nancial support contributed to high productivity of their fi rms. Yet from 

an economic perspective, social and physical capital shape productivity through dis-

tinct mechanisms. Social networks can enhance productivity by facilitating trust, infor-

mation exchange, and collaboration between entrepreneurs and suppliers. Financial 

capital, in turn, enables investment in equipment and technology, thereby increasing 

productivity through a separate channel.

In this paper, I demonstrate that capital accumulation may have affected the 

Old Believers’ business activities in ways that were different from the effects of their 

social connections.

Rustik O. (Rustik, 1934) was the fi rst to describe the process of capital accumu-

lation among Old Believers. He interviewed remaining members of Old Believers’ com-

munities in the Soviet Union and collected anecdotal evidence on how Old Believers’ 

communities in Moscow managed to amass substantial fi nancial resources. Since the 

publication of Rustik’s work, the idea of «Old Believer capital» has become something 

of a legend in historical literature. The hypothesis of capital accumulation remained 

a legend, since it was unclear how widespread this practice was, literature considered 

only specifi c cases.

Other historians also emphasized the Old Believers’ remarkable capacity for 

capital accumulation. Blackwell W. L. (Blackwell, 1965, p. 412–413), for instance, ana-

lyzed the role of Old Believers in the industrial development of Moscow and described 

how they built their wealth through trade in pre-reform icons and religious books.

Kerov V. (Kerov, 2016, p. 369–379) provided an in-depth analysis of how the 

Old Believers’ attitude toward wealth evolved over time. Initially, in line with broader 

Christian doctrine, Old Belief held that wealth was of little signifi cance in human life, 
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with salvation of the soul being of primary importance. However, during the 18th and 

19th centuries, as Old Believers engaged more actively in entrepreneurial activities, 

their views on wealth began to change. The enrichment of the community came to be 

seen as a righteous endeavor, and capital accumulation aimed at expanding business 

operations was encouraged.

Kerov V. (Kerov, 2016, p. 480) emphasized that the perception of wealth held 

a special place within the Old Believers’ ethical framework. For an Old Believer, dili-

gent work in organizing industrial or commercial enterprises was itself considered 

a fulfi llment of Christian duty toward God and fellow humans. Entrepreneurial success 

acquired moral meaning only insofar as its results were used in the service of God and 

the Church.

It is also important to consider the Old Believers’ attitude toward lending capi-

tal. Raskov D. E. (Raskov, 2010, p. 89) noted that although Christian economic ethics 

traditionally prohibited the charging of interest, Old Believers’ communities occasion-

ally made exceptions to this principle. For example, the Preobrazhenskoe Cemetery 

community invested its capital in banks to earn interest income.

These accumulated funds were then used to provide interest-free loans within 

the community. Such loans were granted to talented entrepreneurs capable of enrich-

ing the community. Blackwell W. L. (Blackwell, 1965, p. 414) described a case from 

1847, in which the Nosov brothers received 500,000 rubles to develop their business. 

Raskov D. E. (Raskov, 2012, p. 162–185) provided examples from the Fedoseevskaya 

community, including a 100,000-ruble loan in 1848 to the merchant Guchkov for land 

acquisition, and another 100,000-ruble loan to merchant Nikiforov for purchasing 

a small forest for timber harvesting. Access to inexpensive fi nancing was a crucial factor 

in improving factory productivity.

In the Russian Empire, access to capital was severely constrained for most entre-

preneurs. The banking network was underdeveloped and expanded only after the 

banking reform initiated by Sergei Witte in the late 19th century (Suesse, Grigoriadis, 

2025). Financing through equity or bond markets was available exclusively to large 

corporations (Gregg, 2020). As a result, Russian fi rms faced signifi cant credit con-

straints, meaning that many potentially productive entrepreneurs were unable to start 

or expand their businesses.

As historical literature suggests, Old Believers, however, were able to overcome 

credit constraints by obtaining interest-free loans within their communities and could 

potentially improve the productivity of their factories by investing in the new equip-

ment. Nonetheless, the historical literature is limited to anecdotal evidence describing 

isolated cases of interest-free credit provided to prominent merchants. One promising 

direction for economic research thus would be to test the hypothesis that interest-free 

loans contributed to higher productivity in Old Believer- owned factories.

The key challenge in testing this hypothesis lies in the lack of data on loans 

issued by Old Believers’ communities in the 19th century. However, recent advances in 

macro- development literature offer a potential empirical strategy, drawing on micro- 

founded models and available data on fi rms’ revenue and capital stock. It is well estab-

lished in macro- development, that when the cost of capital declines, a fi rm’s marginal 

revenue product of capital (MRPK) also falls. The intuition behind this is straightfor-
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ward: if a fi rm faces a lower cost of capital relative to others, it will employ more capital, 

and as a result, its marginal product of capital will decrease.

To formalize this idea, suppose fi rms produce using Cobb–Douglas technol-

ogy (1) and face fi rm-specifi c wedges in the cost of capital. Each fi rm solves the fol-

lowing profi t- maximization problem: PY wL r Ki i i i i L Ki i
− − +( ) →1 τ max .  In this setting, 

fi rms face different interest rates, denoted r i1+( )τ . Such heterogeneity in the cost of 

capital can arise in real economies if, for instance, some fi rms have access to cheaper 

credit. See (Restuccia, Rogerson, 2008; Hsieh, Klenow, 2009) for detailed formulations 

of fi rm-level models with wedges in the profi t maximization.

Under these assumptions, the fi rm’s optimality conditions yield the following 

expression for revenue per unit of capital (i. e., the marginal revenue product of capi-

tal, MRPK):

    
PY
K

ri i

i
i= − +( )σ

σα
τ1

1 ,  (3)

where, as before, σ σ−( )1 /  is a markup standard for all fi rms under monopolistic 

competition.

As follows from equation (3), a decrea se in the individual wedge of capital 

1+( )τi , leads to a decline in revenue per unit of capit al.

Although, as historical literature suggests, physical capital accumulation is 

essentially a derivative of the Old Believers’ social capital, modern economic models 

make it possible to disentangle the two. In theory, greater access to physical capital — 

refl ected in a lower cost of capital — should reduce the marginal revenue productivity 

of capital, MRPK. This provides a pathway to empirically separate the effects of social 

and physical capital by estimating the regression equations:

log / log log log, .PY K S TFP S ui i i i i i i i( ) = + + = + +β β ε γ γ1 2 1 2

Conducting such an analysis requires detailed confessional data similar to 

those used by Raskov D. and Kufenko V., whose dataset covers up to 85% of all Old 

Believers merchants in Moscow (Raskov, Kufenko, 2017). Equally important are fi rm-

level data from statistical publications — such as the 1894 industrial survey, published 

by the Ministry of Finance and Department of Trade and Manufacturing of the Russian 

Empire (Ministry of Finance …, 1897) — which reported information on revenue, 

labor, and capital equipment for entrepreneurs throughout the Russian Empire. This 

data makes possible to compute fi rm-level productivity for Old Believers’ enterprises. 

Raskov D. and Kufenko V. also used several statistical reports as sources of industrial 

data to compute revenue per worker (Raskov, Kufenko, 2017). To proxy social capital, 

one could follow the identifi cation strategy proposed by Rusanov V., who calculated 

the share of Old Believers in population within a 7-kilometer radius of each factory 

(Rusanov, 2015).

The application of modern fi rm-level theories — such as the misallocation 

framework developed by Hsieh C. T. and Klenow P. J. — to data from the Russian Empire 

offers both substantial opportunities and important limitations (Hsieh, Klenow, 2009).

First, these models provide a rigorous and unifi ed framework for evaluating 

fi rm-level productivity differences. By treating fi rms as operating under monopolistic 

competition with constant elasticities of substitution, the Hsieh and Klenow approach 

enables researchers to decompose revenue productivity into components driven by 

input distortions (e. g., capital or labor misallocation) versus underlying total factor 
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productivity. This is particularly relevant for the case of Old Believers’ fi rms, which — 

according to historical sources — differed from other fi rms not only in productivity 

but also in access to capital, labor, and markets. As noticed earlier, applying a mod-

ern equilibrium- based model allows one to quantify the relative importance of these 

channels.

Second, the Russian Empire of the late 19th century exhibits several features 

that make such modeling plausible. By that time, industrialization had advanced, 

credit markets had developed (especially after the Witte reforms), and integration into 

global trade had begun. These characteristics, combined with detailed data from sta-

tistical publications and confessional records (e. g., (Raskov, Kufenko, 2017)), provide 

a unique setting for applying and adapting modern fi rm-level frameworks to a histori-

cal context.

At the same time, several challenges limit the straightforward application of 

modern economic models. For instance, the assumption of monopolistic competition 

may only partially describe the Russian Empire’s industrial landscape. Many sectors 

were highly concentrated or dominated by a small number of family fi rms or corpo-

rations (Gregg, 2020), which may have exercised market power inconsistent with the 

small-fi rm assumptions underlying standard models. For Old Believers’ fi rms, espe-

cially in textiles, this concentration could bias estimates of markups and distort the 

interpretation of “revenue productivity” as a measure of true productivity.

In addition, fi rm-level data from historical sources often lack precise measures 

of inputs such as capital stock, depreciation, or the quality of labor. Statistical hand-

books typically record the total horsepower of machines and numbers of workers but 

rarely account for differences in worker skill or machinery effi ciency. This measure-

ment error could overstate or understate misallocation effects when applying a model 

like in (Hsieh, Klenow, 2009).

Despite these limitations, the use of modern fi rm-level models provides a valu-

able comparative benchmark. Researchers can gain new insights into how social capital, 

fi nancial capital, and managerial practices interacted to shape productivity outcomes 

in the Russian Empire. In this sense, Old Believers’ fi rms offer not just a historical case 

study but also a test for the generalizability of modern theories of fi rm productivity 

across institutional contexts.

5. Conclusion
This article reviewed key historical and economic works that examined the 

entrepreneurial success of Old Believer merchants in 19th-century Russia. Although 

numerous historical studies documented the commercial activities of Old Believers’ 

communities, few systematically analyzed the reasons behind their high business pro-

ductivity. As a result, scholarly understanding of how this religious minority achieved 

remarkable economic performance remains incomplete.

Drawing on historical literature and contemporary economic theory, I classi-

fi ed the main explanatory factors behind Old Believers’ entrepreneurial success into 

three broad categories: human capital, social capital, and access to inexpensive credit.

The analysis shows that the economic literature did not thoroughly investigate 

any of these explanations. Only Rusanov V. (Rusanov, 2015) provided empirical evi-

dence supporting the social capital hypothesis. However, his approach relied on the 



284

D.Yu. Gorbunov Журнал НЭА,

№   2 (71), 2026,

с. 269–286

share of Old Believers living within a 7-kilometer radius of each factory as a proxy for 

affi liation, rather than identifying the actual religious identity of the factory owners, 

which limits the precision of his conclusions.

Future research on Old Believers’ entrepreneurship could focus on assessing 

the human capital of factory owners or analyzing their access to fi nancial capital. Such 

analysis would be feasible using available data on factory equipment and literacy rates.
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НОУВО «Российская экономическая школа», Сколково, Москва

Человеческий капитал, социальные связи 
и производительность фирм: 
случай   русских старообрядцев

Аннотация. Старообрядцы, преследуемое религиозное меньшинство 

в Российской империи, контролировали непропорционально большую долю текстильных 

предприятий, несмотря на то что составляли лишь небольшую часть населения. В данной 

статье исторический опыт предпринимательства старообрядцев связывается с современ-

ными теориями производительности предприятий и экономического развития. Опираясь 

на историческую и экономическую литературу, статья рассматривает данные, свидетель-

ствующие о том, что предприятия старообрядцев часто демонстрировали более высокую 

производительность и лучшие результаты, чем предприятия, принадлежащие остальному 

православному населению. В статье выделяются три основных объяснения этого успеха, 

обсуждаемые в литературе: высокий уровень человеческого капитала, тесные социальные 

и конфессиональные связи и доступ к финансовым ресурсам посредством взаимного кре-

дитования. Особое внимание уделяется механизмам, посредством которых социальный 

и финансовый капиталы влияли на производительность в контексте поздней индустриа-

лизации Российской Империи. В статье также обсуждаются возможности и ограничения 

применения современной экономической теории на уровне предприятий к историче-

ским данным Российской Империи. Пример предпринимательства старообрядцев пред-

ставляет собой ценный исторический контекст для проверки современных теорий про-

изводительности фирм, социального капитала и распределения ресурсов. В заключение 

статьи определяются направления для будущих эмпирических исследований на основе 

имеющихся исторических данных по фирмам.

Ключевые слова: экономическая история России, русские старообрядцы, производитель-

ность фирмы, предпринимательство, социальные связи.
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