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N A T O  C O N F I D E N T I A L  

ORIGINAL,: ENGLISH 
29th June, 

ECONOMIC COPPIITTEE - , .  

RECENT TRENDS IN THE CZECHOSLOVAK ECONOI’TY 

Note by the Chairman 

In preparation  for the forthcoming; meeting with expests 
on 1st and 2nd July,  1976 dealing w i t i i  Poland, Czechoslovakia and 
the GDR,, I attach for your attention a contribution of the 
Directorate on  the outcome of the 1971-19’75 Czechoslovak Plan  
and the  results  for 1975. 

2. As regards  the 1976-1980 Plan  for Czechoslovakia, two” 
papers  have  been distributed: 91Czechoslbvakia:  Five-Year Plan 
1976--198011 by the United Kingdom  Delegation  (informal  circula- 
tion) and “Le Plan  quinquennal tchkoslovaque pour la période 
1975-1960 from the  French  Delegation  distributed under 
AC/127-VP/47.5 

(Signed) JO BILLY 

NATO p 

1110 Brussels. 

 D
E

C
L

A
S

S
IF

IE
D

 -
 P

U
B

L
IC

L
Y

 D
IS

C
L

O
S

E
D

 -
 P

D
N

(2
01

2)
00

03
 -

 D
É

C
L

A
S

S
IF

IÉ
 -

 M
IS

E
 E

N
 L

E
C

T
U

R
E

 P
U

B
L

IQ
U

E



1. In general Czechoslovakia came through tho last  Plan 
period  rather  well. The bulk of t a rge ts  which aimed a t  im roved 
living  standards were met: off ic ia l ly   the  cost  of l iving Ras 
risen on1 by some Z%-3% annually.  Supplies of basic  foodstuffs 
have Some I imeS been errat.ic,  but  subsidized  prices were stable 
through the end of 1975. Czechoslovakials  living  levels  are 
second in  Eastern Europe only to  those o f  the GDR, and it even 
leads  the COPiECON group in  certain  sectore.  

2 .  Nevertheless, the economy continues t o  re f lec t  a 
number of fundmental weaknesses, particularly in the energy 
and foreign  trade  sectors. Almost completely devoid o f  indi e-- 
nous o i l  sugpliea the Czechoslovak economy was hard h i t  by &e 
Soviet decision t o  raise oil prices at the beginning of 1975. 
Relative t o  1973 the Czechoslovak b i l l  f o r  Soviet o i l  rose 1'75% 
by the end of 1975 =-. possibly  the  largest  increase t o  be paid 
by any COPECON member. Additionally, above-quota deliveries 
w i l l  have t o  be paid f o r  i n  hard  currency o r  "world market" 
exportable  goods, The resu l t  has been a decision by the 
au thor i t ies   to  adopt a double fuel  system in   cer ta in  key industries 
permitting use of both o i l  and natural gas. Coal reserves will 
also  receive  greater  attention and investments i n  energy projects 
will increase.. 

3. As a resu l t  o f  i n t e rna l   d i f f i cu l t i e s   i n   t he   ea r ly  
1 9 7 0 ~ ~  Czechoslovakia did not join i ts  CONECON a l l i e s   i n  the 
East-Vest trade boom.  Some change in   th i s   po l icy  occurred 
during 1973 with the   resu l t  that  the 1966-1972 trade  surplus 
with the  inciustrialized West became a $485 mi l l i on  de f i c i t  
i n  1973-1974. Consequently  Czechoslovakia has now begun concen- 
t ra t ing  on sa les   to   the  West o f  i t s  engineering and chemical 
products and has recently  passed  legislation  authorizing Western 
companies t o  s e t  up offices i n  Prague for  the  f i r s t  time since 
1948. 

4. However, over the past  Plan  period,  Czechoslovakia's 
emort  efficiency has suffered,  especially  in %he machinery and 
equipment sector, an area  in  which Czechoslovakia was once a 
leader.  Currently only around one-third of  the  coupltryls  engineer- 
ing p l a n t , i s   f u l l y  modernized, s o  tha t   in   the  next Plan  period, 
modernization of capi ta l  assets and the phasing-out of obsolete 
machinery will be a key fac tor   in  investment policy.  Finally a 
sign o f  greater  involvenent i n  Western markets i s  the   fac t  of  
Czechoslovakia's first substantial  loan i n  the blest - $60 million - 
a  syndicated Euromarket borrowing:  presumably  Czechoslov'akia 
will draw on the Euromarket more frequently  over  the next: f ive _" _" 
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5. Figures  released f o r  1975 by the Federal. S t a t i s t i c s  
Office  indicate that  the Czechoslovak national income rose by 
6% against 5.5% i n  1974 with industrial  production  increasing 
by 7% (1974: +6,5%) - the highest growth rate recorded for th i s  
sector  during  the  last  Five--Year Plan. However investnents  in 
capital   construction  projects showed a limited rise of 
7 9% (1974: +8.7%). Adverse weather ccnditions caused a decline 
in  agricultural   output of  0.7% compared with 1974.  Poor quali ty 
o f  consumer goods and delivery delays t o  r e t a i l   ou t l e t s  were 
reportedly  of ongoing concern t o  the government. Above a l l ,  
the Czech foreign  trade performance was unsatisfactory and 
reflected a decline  in t h i s  sector 's  growth ra te .  trade with 
capi ta l is t   countr ies  i n  1975 was practically  stagnant. 

SECTOR ANALYSIS " 

- Industry 

6. Eighty-seven  percent of the 1975 7% increase  in  pro- 
duction was attributed t o  higher  labour  productivity. !Che average 
number of shifts worked in  factories  declined slightly but th i s  
negative  factor was partially offset by some drop i n  the  ra te  
of  absenteeism. 

7. Leading industr ia l  branches were cellulose and the  
paper  industry (+10.8% over  1974) and general  engineering which 
showed one o f  the  highest  upturns f o r  many years with +9 -2%. 
Reportedly apart from chemicals and the o i l  indus t ry ,   a l l   indus t r ia l  
sectors exceeded Plan targets ,  although the authorit ies were con- 
cerned with the  overall  unsatisfactory  fuel  production  pattern 
and with the  output of the steel   industry - a lErrge fuel  consumer - 
vhich  reflected growth ra tes  below the  national  average. 

Capital  construction 

3 ,  Capital  investments i n  1975 were worth 127.4 b i l l ion  
k o m y ( 1 )  against 117.6 b i l l i on   i n  1974 -- a 7.9% increase. 
Nevertheless,  throughout 1975, many problems arose  in completing 
investnent  construction  projects and a number were ei ther   not  
completed o r  went into  production a t  below design  capacity. 

9. The authori t ies   cr i t ic ized shortcomings i n  design 
planning and deliveries of  building  materials and s ta ted  that  

71) Tourist exchange rate: $1 = 10.15 koruny 
-... 
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costs o f  unfinished  construction  projects rose by nearly 4 
billion koruny over 1974 due t o  price  r ises i n  materials. 

10. The  Czech press  has  called f o r  greater  at tention t o  
be naid t o  capital  investments which w i l l  help t o   u t i l i z e  
existing mmpower  more rationally through  modernization and 
lead t o  intensive  rather  than  extensive growth. 

Agriculture 

11. Czechoslovakia was affected by poor weather conditions 
i n  1975, although  perhaps l e s s  t.han Hungary or  the USSR. Vege- 
table  output f e l l  3% behind 1974 levels,  the  grain crop to ta l led  
9.3 million tonnes against 10.6 million tonnes i n  1974: sugar 
beet  production dropped t o  7.8 million  tonnes (1974: 3.2 million 
tomes)  and the  potato  yield was also lower.  Livestock  herds 
were also lower according t o  press  reports, presumably due t o  
fodder  shortages,  although  slaughtered meat out  u t  remained 
the same both f o r  1975 and 1974 (805,000 tomes7. 

Consuer  sector 
-S""- 

12. Overall monetary incomes increased 3.7$ over 1974 
(below Plan), the average monthly wage o f  industrial  workers 
growing by 3.5% The r e t a i l   t r ade  was depressed in   t he  second 
half  o f  the year as  some prices rose and the quality o f  goods 
remained mediocre: a reported consequence was the  further 
increase  in  private  savings.  %?ile  su3plies o f  most consmer 
durables a ~ d  basic  foodstuffs were more readily  available, 
shortages s t i l l  pers i s t  for such durables  as sewing machines 
important t o  the economy because hard currency stores and home- 
sewn klothes are the only source of  stylish clothing. 

-.I F o r e i e r a d e  " - . .  

13. The Czechoslovak foreign  trade performance in 1375 
was less than satisfactory,  and generally  the growth ra te  was 
down. Overall imports grew by 12.6% (1974: "25.9%) : i n  1975 
the breakdown was 23.196 with the socialist   countries and O e 6 %  
with the  capitalist   countries:  1974: 18.57; and 35.6% 
respectively. Overall e,xports rose by 10,9$ (1974: 20.5%) 
with socialist  countries  taking 20.4% and the  capitalist   nations 
0.2% (19'74: 33.9% and 10.6% respectively). 

14. A s  in  the  case o f  most of  i t s  East European a l l i e s ,  
the Czech trade  picture  has been seriously  affected by the 
increased  prices t o  be paid f o r  Soviet raw materials,   particularly 
o i l ;  this has obliged  Czechoslovakia t o  channel additional  exports 
t o  COMECON neighbours. In addition a practically zero growth 
rate was recorded with the  capitalist   countries and f o r  1975 no 
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-5- 

iramatic r i s e  is  anticipated with the West: trade growth with  the 
socialist  countries, which have mostly  opted fo r  a policy of 
?estraint  this year will pers i s t  t o  a cer ta in  extent but is 
lnlikely t o  offset  the  continuing low t rade  levels  with the West. 

Manpower/labour productivity 

1.5. It is  clear   that   the  slower growth r a t e  o f  Czechoslo- 
rakis's labour  force i s  having an adverse Impact on the nation's 
:conony. Exhortations t o  mechanize  and automate have not 
-esulted  in  greater  output  efficiency.  Additionally, absenteeism 
.S estimated a t  some 300,000 persons daily. 

16.  Modernization of plant and the  reduction o f  absenteeism 
tre bound t o  play as important a role i n  the  years t o  come as they 
Lave in   t he  last  Plan period, as demographic indicators  predict 
u1. annuel increase o f  only 35,000 workers u n t i l  1990. Although 
mtapped Czechoslovak labour reserves exis t  which reportedly 
:ould  provide some 25% more man hours  these  reserves could not 
be mobilized in   the  shorter  term without a substant ia l   shif t  
.n the  regional  distribution o f  manpower. 

17. To overcome the  labour shortage u n t i l  the high birth 
a t e  o f  the early 1970s affects  the  labour market, the country 
.S also turning t o  foreign manpower. Since  Czechoslovakia's 
.llies can supply o n l y  limited  labour  inputs,  the Czechoslovak 
u thor i t ies  must look beyond COMl3COXts borders f o r  additional 

th i s ,  i n  turn,  entai ls  paying par t  o f  t o t a l  wages i n  
.ard currency - a drain on already short  supplies. 
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SE‘CTOR 

Coal (tonnes) 
Lignite (tonnes) 
city gas (c.n.) 
Elec t r i c i ty  (kw/h) 
Cw&e s t e e l  (to~nes) 
Rolled steel (tonnes) 
Chemical f i b r e s  (tomes) 
Plastics (tonnes) 
Tyres (items) 
Cars (units) 
Trucks (units) 
Tractors (units) 
Refrigerators (units) 
Television s e t s  (units) 
Footwear (pairs) 

- 1975 

28.lm. 
86.3m. 

3.4-m* 
59 . 2m. 
14.3m. 
10,0m* 

~40,000 
428 p O00 
2.8rQ. 

175,411 
33,850 
29 ,585 

366,000 
445,000 
l 14m. 

1974 

27 . 9m. 
82a1m. 
3.3m. 
56.0m. 
Î3.6m. 
9.5m. 

131 p O00 
390,000 
2,7m* 

168,701 
30 p 479 
27,065 
279 , OOQ 
409,000 
112m. 

Source: Sta t i s t i cke  Prehledy p March, li 976 
RF3 liesearch (Czech Desk) 

-F:; 197511 974 

, 0 . 5 .  . 

5.0 
4.0 
5 .? 
5 .O 
4.0 
6.8 
9.0 
2.5 
4.0 
11.0 

9.3 
31 02 
8.8 
7 .5 

N A T O  C O N F I D E N T I A L  
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TABLE r1 

CZECHOSLOVAK LABOUR FORCI3 l972 

I . . .  

Branch 

>cial is t   sector   (excludi  
yicul tural   co-operat ives  7 
Idustry  (excluding 
)nstruction industry) 

krtial breakdown or" above 
idus t r ia l   to ta l :  
Coal  mining 
Power production 
Metallurgy 
Chemical industry 
Rubber industry 
Engineering 
Building materials 
T.'!oodworking industry 
Glass & ceramics  industry 
Textile industry 
Clothing industry 
Leather,  footwear, furs 
Food industry 

~nstruct ion 
Iojecting & planning 
organizations 
ate farms 
a t e   fo re s t ry  
i lroads 
ad transport 
munications 
t a i l  trade 
bl ic   cater ing 
mmunal enterprises 
hools 
a l th  sector . 

Average recorded 
no, .of  workers 

(excluding women 
on rnat.ernity 

leave) 

6 252 p 408 

2 560,854 

176,084 
63 y 228 

193~111 
123,516 
34,937 

889 358 
l 09,862 
I 1o;s14 

534,700 

45,713 
177,1@ 
96,762 

212,696 
95,210 

112,077 
214,401 
150,022 
126,306 
362,897 
268,232 

wce:  Prace a Mzda Ro 3,  Xarch l976 

1 

i I 
Increase o r  decrease 

vi S-&-vi s 1 9'74 
Absolute 

f igure Per cent 

73 9 385 

22 y 083 0 - 9  

1,321 0.8 
1 ;O30 

881 
1,956 

1 ;355 
1 Y94-8 

1.2 
l .S 

223 0 . 3  - 606 - 0.3 - 812 - 1.4 
799 l .O 

1,602 0.8 

8,991 

7,857 
-7 v O37 
-1,608 
-1,972 

678 
1,710 
5 456 
1,377 
l ,028 
6,478 
9,396 

1.7 

4.2 - 3.9 - 1.6 - 0.9 
0.7 
1.5 
2.6 
0*9 
0.8 
l .8 
2.8 

1 

M A T O  C O N F I D E N T I A L  

 D
E

C
L

A
S

S
IF

IE
D

 -
 P

U
B

L
IC

L
Y

 D
IS

C
L

O
S

E
D

 -
 P

D
N

(2
01

2)
00

03
 -

 D
É

C
L

A
S

S
IF

IÉ
 -

 M
IS

E
 E

N
 L

E
C

T
U

R
E

 P
U

B
L

IQ
U

E



TABLE III 

EXPORTS 

Overall rise 
Socialist  countries 
Non-socialist countries 

I?E'Oi?.TS 

Overall rise 
Socialist countries 
Xon-socialist couxtries 

- 1975 

10.9 
20.4 
0.2 

12.6 
23 .l 
0.6 

Source: Statisticke Prehledy, Meroh, A976 
W23 (Czech Desk) 

-l 974 

20.5 
35.9 
10.6 

- 

25.9 
?8.5 
35.6 
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Awl( I to -4- 

2 

3 
4 
5 
6 
7 
8 
9 

I O  
II 

12 
13 
1 4  
l 5  
16 
17 
18 
19 

20 

I 

i 

USSR 
GDR 
Poland 
FRG 
Huwary 
Yugoslavia 
Romania 
Austria 
Bulgaria 
United Kingdom 
Switzerland 
France 
I t a l y  
Netherlands 
Egypt 
United Sta tes  
Sweden 
India 
Belgiuul and 
Luxembourg 
Cuba 

1 

l / Total 1 
Rank t Country i Turnover 1 Imports 

1 

i 

31,698 
14 ,976 
8,985 
5,996 
5,433 
3 v 568 
2,949 
2,797 
2 3 309 
2,208 
49754 
1,552 
l ,549 
l ,204 
1,044 

953 
81 3 
737 
720 

707 

Source: Hospodarske Noviny, Illarch 1976 

- S54 
- 400 
- 709 - 546 
4- l 0 9  
-l- 134 
4- 101 
- 439 
- 245 
- 58 
- 753 - 160 
4- 41 
- I 6  - 68 
- 559 
+ 41 
4- 75 
- 86 

- 47 

N A T O  C O N F I D E N T I A L  
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l. Fi r s ' s  available  reports  suggest that  selec%ive 
rather  than ove;-a/l f a s t  growth will be. important 'chis yea;'. 
mergy and raw :m-terial  supplies w i l l  be of major izpwtzilcc 
with p re fe ren t i a l   u t i l i s a t ion   i n  the export  industries . _'22. 
cvailable efforts s r e  t o  be made t o  increase  exports ancl ;*cCuce 
h p o r t s .  ?,la jor cq$-tal projects  will be treated as prio;-i-t2es, 
etsgecially as i7egarcis de l iver ies  of building materials' ai% 
equipment. G1-o'~rLh in S?-ovakia w i l l  be more accelerated -I;slm 
3-a the  Czech  Repv.Sl,ic. Ex-ternally,  cooperation with the USSi? 
a d  CONECON remains the  cornerstone of  Czechoslovak pc'j,ic;f. 

3. NATIOIWL . INCOi;E&'USTRIAL "".". "" GROWTH: 

4 .  The x~r in  items on the production programfie o f  -&e 
heavy  machinery  :',n$-ustry are ins ta l la t ions  f o r  the   p rocess3g  
of p las t ics  anC s.,::ltlletic mbber, measuring m61 au-toaa-klc 

5. The s-t;32-i;egic intention remains  self-suffFcbe:qT 
in grain  production although no deadline i s  given. 'This ca l  
hardly be a shor-l-"i;ernl aim . The 1976 planned growth r a t e  of 
agriculture  ovel b s t  year 's  performance when r e su l t s  v e x  - m q r  
I ~ O O ~ ,  is  t o  be a1 averall 4.5;';. A t  best, this means -kl~a-k 
production w i l l  mach average levels,   but will still be 012 -::.le 
low side. 

D. CAPITAL l3'9ZBmTS: œ r  

60 These are  scheduled t o  increase by 5.456 i n  1575 - 
a f a i r l y  high rc-ke* In f a c t ,  however, the figures are c"cq-I; ive 
as funds t h i s  yeai' will be spent mainly on p ro jec t s   t o  Se cozp le t -  
ed up t o   t he  end of  1877, vi th  l i t t l e  spent on new projec-2s. 
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-2- 

x. TRADE 

7. m o l " t s  to socialist countries a r e  to be boos'<& 5.; 
7?; and imports ty 5.376. The salient item will be rnachwE-;- and 
and plant with 8 scheduled increase of l 1  .3$6. Little Infoma'tion 
Ls available O;I "crad-e with the West, but there appears %O be 
an ambitious plcvlned growth i n  the machinery and. cheufcal . .  

industries.  
n 
P r  G- ~ s S ~ , S S ~ ; ~ T  ""C" 

8 .  This yea.-r S plan, like those of other COI-ZCOX coxxtries, 
i n c h d e s  no re8erence -to monetary integration inside C0IZCO:j ox- 
to any new aa$o? intra-COiZCON projects. Probably in 197: cad 
indeed during t h e  entire plan period, the keynote w i L l  be 
consolidation a-: hme rather than fur ther  involnent in S L ~ ~ X -  
nakional pro j ec-2s . 
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GROUP .- 

TABLT v 

1970 1971 1972  1973 1974 1975. _ _ -  " - .  - - 
EXPORTS 

Finished  products 69.1 70.4 71.0 70.2  67.2 68-7 

REW aaterials/semi- 30.9 29.6 29*0 29.8  32.8 31 - 3  
finished  products 

Raw mterials/semi- 48.9 51.A 50.5 47.8 49.4 50.7 
finished  products 

Source: Statist icka Rocenka CSSR l975 
Czechoslovak Foreign Trade Narch 1976 
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