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I. INTRODUCTION 

T h i s  note is intended  to  bring the report  on the 
Czechoslovakian economy submitted  to the Sub-Committee i n  
December 19&(1) up to   da te ,  by i l l u s t r a t i n g   t h e  development of  
the chief economic sec tors  v ia  a necessar i ly  brief analysis  of 
the p l a n s   f o r  the years  1965  and  1966,  and the trends o f  external  
t radeo  A special   chapter   has  been devoted t o  the phenomenon o f  
revisionism, i n  view of the interest  and  importance  taken on by 
this movement i n  a la rger   contex t   than   tha t  of Czech a f f a i r s .  

2. By way of introduction, i t  should be s a i d  s t r a igh t  away 
t h a t   i n  Czechoslovakia,  just as in  the o ther  Communist countries 
of Eastern Europe, the reform movements  seem t o  progress  very.  
uncertainly  along the road which should  lead them t o   t h e   a f f i r m a t i o n  
o f  new theories  and t o  their appl icat ion in  the  concrete fo rm of 
l e g i s l a t i v e  and governmental  measures . 
explained  according t o  the particular  circumstances of each rggime, 
but yfas f a r  as  Czechoslovakia is concerned9 it  may be use fu l   t o  
r e c a l l   t h a t   t h e r e  is a Long-standing t r a d i t i o n  of orthodoxy amongst 
Communist Party o f f i c i a l s ,  and p a r t i c u l a r   h i s t o r i c a l  and soc ia l  
conditions which  have made i t  easier .here than elsewhere f o r  the 
orthodox l i n e  t o  be affirmed and t o  penetrate  v e r y  deeply. We know 
t h a t  Communism here had  no powerful ideologica l   force  - l ike  
Hungarian  nationalism  or  Polish  Catholicism - t o  s t ruggle   aga ins t   in  
taking power. Czechoslovakia - just  because i t  i s  a country composed 
of  different  ethnic  groups,   each  influenced by d i f f e r e n t   h i s t o r i c a l  
and cul tural   events  - has no s ingle   authent ic   nat ional   t rad: t ion,   a t  
l e a s t   i n s o f a r   a s  the las t   four   cen tur ies   a re   concernedp with the 
exception of the period between  1918 and 1938. Indeed, the Catholic 
church  here  represents  only a p a r t ,   a l b e i t  the l a r g e s t   p a r t ,  of 
re l ig ious   be l ie f .   In   addi t ion ,   s ince  the Hussi te   revolut ion,  she 

3 .  These delays and the e r r a t i c   p rog res s  made can be variously 
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h a s  always  been t a i n t  

-2- 

ed with the ' o r i g i n a l   s i n '  

*. 
I 

of  being a c u l t  v 

imposed 2orcibly by a foreign power several   centur ies  ago, In  
1948, the middle c lasses  of the social   structure  alone  could  have 
formed  an  opposition  to  the new rggime, and a t  the time they were 
weakened by .the forcib! c& removal of the  Sudeten  population,  and 
handicapped  politicall:.  'by the co l l abora t ion i s t   a t t i t ude   t ha t   t hey '  
had adopted  towards  the  occupation  authorities, 

bo Consequently,  the  very.drthodox Earxis t  s t ruc ture  pre- 
valent  in  Czechoslovakia now fo r   e igh teen  yeqrs draws its s t rength  
from custom  and doctr ines  which a re  deeply rooted and which, up 
till now, have  been  universally  applied. ' This has  given  r ise t o  a 
ce r t a in  amount o f  sluggishness, inhibi t ing the achievement of any 
reform,  which is  ch ief ly  provoked by the conservative  reaction o f  
f r i nge   pa r ty   o f f i c i a l s ,  who see- i n   t h e  changes recommended by the 
r ev i s ion i s t s  - a slow b u t  sure l imi t a t ion  o f  t h e i r  power, It  i s  
eGually  important  to  point  out  that this c o n f l i c t  between revision- 
ists arid the Party is played  out  against a background of  u t t e r  
indifference on the p a r t  of the population towards p u b l i c   l i f e ,  
T h i s  is pa r t i cu la r ly   t rue  o f  student  youth, which, i n  the ,face of 
uninspiring prospects,  h a s   f o r  some time. found  refuge i n   a n  
agnosticism  which is equal ly   ev ident   in  the very  s-mall  percentage 
of s tudent   Par ty  members (l+$ of a l l   s t u d e n t s ) ,  However, t h i s  
agnosticism  should  not be in t e rp re t ed   a s  a form of opposition t o  . 
the re'gime: ne i ther  is revisionism  very much respe-cted in   un ive r s i ty  
c i r c l e s ,  which very  often  tend t o  r ega rd i t  w i t h  marked scepticism(1). 
The o r ig in  of the r ev i s ion i s t  movement i s  therefore  completely 
divorced from any  urgent  feeling common t o  the  mass of  the population 
or to   important   rqcial  and s o c i a l  groups. On the contrary,  i t  is a 
phenomenon which .originated and which essentially  developed  within.. . 

the  Party itself. 

! j O  The widespread  awakening of i n t e r e s t   i n  Western countries-, 
ea s i ly   pe rcep t ib l e   i n  the economic sector ,   should  a lso  be esnphasised 
i n  these introductory remarks,. Often this tendency  can  also be seen 
i n .  the. c u l t u r a l   l i f e  of the country. This psychological 
rapprochement(2) with me West has  been  demonstrated in   s eve ra l  
11j It should be s u f f i c i e n t  t o   r e c a l l  the banners  carried by 

s tudents   during the popular  demonstration  of 1st May, 1965, 
t o  prove the t ru th  of .these remarks, One sentence w o r t h  
mentioning was found on them again and again: "W don't  know 
what our fu tu re  will b e ,  but we know i t  w i l l  be f u l l  o f  o f f i c i a l  
Stamps,'' I n  addi t ion,  a recent  study  conducted by the Marxist 
Section of the EHucation Facu l ty   a t  Olomoucenquiring i n t o  the 

. . P o l i t i c a l   a t t i t u d e  of un ivers i ty   s tudents  gave  the  following 
r e su l t s :  ll.!+% of f irst  year  students  claimed  to  have some 
P o l i t i c a l   a c t i v i t y ,  6.6% s a i d   t h a t  they had no p o l i t i c a l  
a c t i v i t y ,  h?$ were -neutral  and 35% prudent ly   refrained from . 
answering. 

(2) The importance of this  should  not be exaggerated. For instance,  
' .  the -incident  .reported i n  "Le Monde"  on  .22nd  May, 1966,  suggest- 

i ng   t ha t  the United  States Ambassador i n  Warssw had  received a 
Public ova t ion   a f te r   a t tena ing  a Solemn Mass, i s  unthinkable i n  
Czechoslovakia a t  the present  time. 
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s igni f icant  ways: for instance,  the  high  standards o f  production 
reached by the   capi ta l is t   countr ies   are   unst int ingly  recognisede 
t rans la t ions  of  Western authors  in  popular Czech edi t ions show a 
s l ight   increase,   there  have  been more theatr ical   product ions o f  
plays by non-socialist   authors,  more strrdents  have  been s e n t   t o  
WeBtern countries and more passports  granted t o  t o u r i s t s  going t o  
the West, pa r t i cu la r ly  when such t o u r i s t s  were  abke to   ava i l  
themselves of  i nv i t a t ions  f r o m  Western r e l a t i v e s  and fr iends,  t hus  
avoiding  the  creation o f  a currency outf low,  A ??esurgence o f  
soc ia l   s tud ies  is a l s o  evident:  an example o f  t h i s  is the creation 
i n  Prague,  several months ago, o f  a Socio logica l   Ins t i tu te ,  which 
publishes a review i n  which  Western s tud ie s   i n  t h i s  subject   are  
reported and discussed, T h i s  fact   appears even more remarkable i f  
i t  is remembered tha t ,  unti l   very  recently,   the  Marxist-Leninist  
doctrine was considered t o  have  said  the l a s t  word on t h i s  subject ,  
as on several   o thers ,  

60 A greater  degree of eagerness   in   contacts  with the West can 
be discerned, .s ince 1964, a s   f a r  as economic r e l a t i o n s  with foreign 
countries  are  concernedo  There  has  been a l a rge   i nc rease   i n   t he  
number o f  missions and technicians  sent  to  the  vest, and the   a t t i tude  
o f   o f f i c i a l  spokesmen on indus t r ia l   count r ies  of the West has  also 
changed,  These countr ies  are now of ten   re fe r red  t o  i n  conjunct'ion 
wi th  expressions  such  as  "technical  co-operation':  and "exchange o f  
opinions"e On the other  hand,  the  accusations o f  t rade 
discr iminat ion,   of ten  diffused  in  the past  by the r ad io ,  the  press  
and so on, especial ly   directed towards the ZEC and GFT11,9 have been 
absent  for some time, 

7, It is t rue  t o  say t h a t   i n  terms o f  the  balance of t rade,  
re la t ions  between  Prague  and East and West ha-ie zltmya  followed 
well-known channels, The only change is comprised by a s l i g h t  
increase  in  exchmges with the  USSR, on the one hand, and with the 
Western  European countries on the  other;  thus i t  wocld seem thEt 
the  other.members o f  COMECON and the  countries o f  the Third"8orld 
have become l e s s   i n t e r e s t i n g  t o  the  Czechoslovakian  trading 
organizations,   Finally,  as  fa r  as  the  United  States  are  concerned, 
the   t rad i t iona l   pos i t ion  o f  "reserve"  has  been  maintained,  but our 
impression i s  that  i f  Congress should approve  the B i l l  drawn up by 
the  Johnson  Administration t o  cover  the development o f  East-West 
trade  relations,  the  Czechoslovakian-market could  .-offer some 
p o s s i b i l i t i e s  t o  American  expoi7terso  Another f a c t  worth mentioning 
is the  adoption  in 1965 of  measures l i b e r a l i s i n g  imports  on the 
par t  o f  Great  Britain, Sweden, I t a l y  and  France, and the  s ignature  
i n  Prague of  two technical  and scientific  co-oseration  agreements 
with I t a l y  and France, whose p rac t i ca l  importance  cannot, as ye t ,  
be  estimated. 
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8. I t  has  been  noticeable  during  recent months that   the-  
au tho r i t i e s   i n   P ragQe ,   i n   sp i t e  of  the  l imitat ions imposed by t h e i r  
economic dependence on the USSR , have  been able  t o  defend wi th  an 
unprecedented  vigour- t he i r   na t iona l   i n t e re s t ,  both vis-à-vis 
Soviet  Russia  herself, and vis-à-vis  the  other  countries o f  COMECONe 
It..seems t o  be  taken f o r  granted, f o r  instance,   that   President  Novotny 
attempted,  .during  the  Prague  meetings  last November with an  important 
Soviet  Delegation, t o  improve, the  ra ther   leonice  c lauses   f ixed by 
the   secre t  Russo-Czech  Treaty o f  1945 on the  exploi ta t ion o f  the 
Czechoslovakian uranium  mines, The concrete r e s u l t  of  Navotny's 
attempts i s  unknown, but  the  very  fact  that  such  tittempts  could 
have been made on so  de l ica te  a quest ion  as   the  del ivery o f  uranium 
t o  the USSR is  already  symptomatic, It was i n  j u s t  t h i s  same 
frame of  mind tha t ,   in   January  1965, the  Czechoslovakian Government 
did not  hesitat.e,  during  the  meeting o f  the  Executive  Council, o f  
COIIECON held  in   Prague,  t o  a l i g n   i t s e l f  w i th  soce of the  other 
s a t e l l i t e   c o u n t r i e s  t o  oppose the  Khruschevian  idea o f  making 
COMECON a more centralised  organization and  one nlore s e n s i t i v e   t o  
Sovie t   in te res t s ,  And t h i s  was i n   s p i t e  o f  the  undeniable 
advantages which  a highly  industrialised  country  l ike  Czechoslovakia 
could  have  obtained from the   "soc ia l i s t   d iv is ion  of workire 

II, E@OMOMIC REVISIONISM 

9. It m a y  be   re levant  t o  r e c a l l   i n  this b r i e f  h i s t o r y  o f  . 

Czech revisionism  the  importance o f  Khruschev's v i s i t  t o  Czechoslovakia 
i n  August  1964, and the   b i t t e r   c r i t i c i sm which was not  spared  the 
Prague  leaders f o r  t h e i r  poor economic resu l t s ,   In  h i s  ant i -  
conformint statements,  Khruschev showed the  Czechs how t o  escape 
from the   i deo log ica l   s t ands t i l l  which had, unt i l   then,  been  almost 
t o t a l l y  observed in   t he  economic l i f e  o f  the  country, and whose 
appl icat ion had l e d  t o  the  near ly   catastrophic   s i tuat ion of which 
w e  a r e  a l l  aware,  without  arousing  the  disapprova1,of Moscow. - T h i s  
prospect seemed t o  the  leaders  of the régime t o  have the 'mer i t  o f  , 

necess i ta t ing  only an adaptation of  doctr ine,  without requiring  the 
retirement. - for reasons of demonstrable  'incapacity - o f  some of the 
chief  Czechoslovakian  leaderso Thus i t  was that   the  dist inguished 
gues t ' s   c r i t i c i sms  were accepted with s o  good a grace, and the 
exis tence o f  a va l id  and urgent   just i f icat ion f o r  8 change o f  
method was admitted. 

10. The f a l l  o f  Mr. Khruschev could  not  but  cause a cer ta in  
amoiint of  disquiet  in  Czechoslovakia  over the or ientat ion of the 
policy of the new leaders  i n  the Kremlin, especially  as  regards 
r e l a t ions  with the   s a t e l l i t e   coun t r i e so   In  view of  these doubts ,  
i t  seemed b e t t e r  t o  confront  the  Soviets with at; l e a s t  8 doctr inal  
f a i t  accompli; t h i s  was t r i e d  successful ly  by the  younger sect ions 
of the  Czechoslovakian Communist Party,  who managed i n  October 1964 
t o  o b t a i n   t h e  agreement of the  Central Committee t o  the development 
of a doctrinal  reform movement. 
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$ 11, While adopting  as the guiding l i g h t  of the reform  the 

abol i t ion ( o r  near-abolition) of p l a n i f i c a t i o n   i n  its most 
orthodox form, the r ev i s ion i s t s  were nevertheless,  for  obvious 
tac t ica l   reasons ,   t ry ing  t o  p resent   the i r  programme a s  an  ideo- 
Logical  intra-Marxist  action, and not a s  a s t e p   i n  the d i rec t ion  
of a market economy. I n   f a c t ,   t h e y  were  aiming r a the r  higher, 
and were demanding: . 

the  introduction of the notion o f  p r o f i t  (and 
consequently, of i n t e r e s t )   a s  the only va l id   ind ica t ion  
of  the  productivity of  a x e n t e r p r i s e ;  

L the free formation of prices,  a t   l e a s t   a s   f a r  a s  consumer 
goods whekher perishable o r  not, were concerned; 

appointment of  en te rpr i se   d i rec tors  on technics1 and 
administrative,  a s  opposed t o  so le ly   po l i l i i c . : ; l   c r i te r ia ;  

- the  widening o f  s a l a ry   s ca l e s ,  which had been f o r  long 
s o  r e s t r i c t ed   t ha t  the d i r ec to r  of  an  enterpr ise  and a 
s k i l l e d  worker  received more o r   l e s s  the same wage; etc. 

12.  It is easy  to  see how f a r  behind  then  the  revisionists 
had l e f t  a i l   i deo log ica l   r e s t r i c t ions :   t hey   r e j ec t ed ,  amongst other  
things,  the dogma of the  inseparable   character  of p o l i t i c s  and 
economics, which always  obliged the l a t t e r   t o   g i v e  way t o  p o l i t i c a l  
considerations,  and they a l s o  abandoned their pr inc ip le  that the 
only valid f a c t o r  of production is  work, On the contrary,  they 
openly  maintained the importance of  cap i t a l ,  of  natural   resources,  
and O f  t h e   a b i l i t y  of individual  managers a s  well a s  the value Of 
p r o f i t ,  of  i n t e r e s t  and of the laws of supply  and demand a s  a 
guide t o  economic c a l c u l a t i o n ,   I n   t h e i r   i n i t i a l  programma, the 
Czech r ev i s ion i s t s  were thus t ry ing  t o  lead the sciencemf bCOlzOIflfC8 
back t o  i t s  o r i g i n a l   s t a t e  o f  being  an  objective  doctrine,   provided 
with i t s  own laws  governing  the  running of en terpr i ses  quite 
independently o f  any p o l i t i c a l  consideration. 

l3* The sca le  of the  upheavaz which the appl icat ion of 
these p r inc ip l e s   t o  the Czechoslovakian economy wauld hav.e caused 
i s  obvious: f o r  example, the Centpal  Authorities WOU1t.l have been 
deprived of t he   poss ib i l i t y  of  deciding  the  order of p r i o r i t y   i n  
the  a l locat ion of  resources  and  in  the  creation of goods and 
services ,  and of e s t ab l i sh ing   t he i r   va lue .   In   po l i t i ca l  and 
soc ia l  terms therefore ,  the moving fo rce  of production would 
have moved @way f rom the  orthodox  Marxist  sanctuary of the  
Planning Committee t o  s l i p  down towards the bottom rung of 
p o l i t i c a l  power, the  anonymous  mass of consumers. The implicat ions 
of this move d i d  cer ta inly  not   escape  the  pr incipal   leaders  of the 
P a r t 2   a t  the time when the  movement was announced publ ic ly ,   but  
the apparent  approval  of the Soviets and the necessi ty  of taking 
a c t i o n   t o   p a l l i a t e  the ser ious economic d i f f i c u l t i e s  made the  
Central  Committee think i t  advisable to approve a t   l e a s t  some of 
these new pr inc ip les  (December 1964, January 1965), 
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l&*. However, this acceptance seemed t o  open the f lood-gates  
t o  a r i s i n g   t i d e  of c r i t i c i s n  of the economic struc.ture of the ' ' 

country, a phenomenon which caused  anxiety on the  part  of the oldest  
(and most in f luent ia l )   l eaders  of the Czech Communist Party,   as 
did a l s o  the waves of anti-conformist  thought which s ta r ted  t o  stir 
up i n t e l l e c t u a l   c i r c l e s  aad a l so  t o  infect-  the  unions.  Their  in- 
creasing  anxiety was manifested from March 1965 onwards by 'the 
adoption o f  a r i g i d   a t t i t u d e   i n  the higher  echelons of the Par ty  
towards the new economic trends.  President Novotny re-affirmed, 
on several  occasions at   that   t ime,   the  inviolable   character  of the  
basic  dogma of Communism, while the o l d  S t a l i n i s t  Hendrick "bok 
over  the  chairmanship of  the  Ideological Cominittee. The hlinistry 
of the In t e r io r  was handed over t o  a pol ice   colonel , .  and one. o f  the 
oldest  nembers of the  Party,  Jiri Hajek, well-known f o r  h i s  orthodoxy, 
was appointed  Minister o f  Culture. As a r e s u l t  of  t h i s  cooling-off 
i n  the political  climate,  the  newspapers s l o w l y  toned down the 
virulence of t h e i r  criticism, and the  Revisionists  themselves - who 
had'  the  ifinopportune  nature" of excessive  praise of the eff ic iency 
.of market econamy principles   spel led  out  - t o  them - re t rea ted  t o  
' l e s s  extreme  doctrinal  positions, 

.: 15. A formal  dist inction was consequently made between a 
macro-economic sector - i n  which the S t a t e  m- t impose 1ms as a 
r e s u l t  o f  national  needs  in the f i e l d s  of o l i t i c a l  and social. 
development - and a micro-economic sector  P which was only  very 
vaguely  defined)  where, on the  other  hand, the influence of  c e r t a i n  

. t r ad i t i ona l  economic pr inciples  was allowed. Even the  pr inciple  
o f  inposed  planning  .recovered some ground i n   o f f i c i a l   c i r c l e s  with 
t5e announcement t h a t  the Five-Year Plan, from 1966-70, would be 
drawn up ch ie f ly  with the a i d  o f  the models and the methods already 

. . employed .for previous  plans. Having thus W e n  the  reins of power - 
.momentarily  relaxed 8 firmly back i n t o  its. own hands,  the  Central 
Committee .of  the Pa r ty   f e l t   i t s e l f ' . ab l e  t o  take one o r  bvo cautious 
s teps  forward in   t he  way indicated 'by the  Revisionists,  although it 
took the  precaution of couching the few accepted  reforms  in vague 
terms and of staggering  their   application  over  a,period of time. 

160 The "new system f o r  running  the  national economyt*  was 
thus a b ' h  t o  come in to   be ing   in  September 1965. The plan vas t o  
WPlY it. i n  two phases:  as.from 1st  Janua.ry,  1966, a greater  degree 
of autonoW was t o  be accorded t o  enterpr ises ,  and incentives  given 
t o  ag r ï cu l tu ra l  and industrial  workers;  .the sec'ond phase, for which 
the   s ta r t ing   da te  and the  dwration have not  ye.t  been  decided, would 
include  the  f inding of a solut ion t o  problems o f  investment, of pr ice  
formation and the  expansion of enterpr ises .  The di la tory  a t tktude 
thus adopted bY the  leaders of . the Czech Communist Party  is,,more 
understandable  in  the l i g h t  of two f a c t o r s  which determine the 
P o l i t i c a l  and economic l i f e  of Czechoslovdkia  today: 

(a) the  composition of m e   p o l i t i c a l   c l a s s - a c t u a l l y  

(b) the s t a t e  of economic dependence on the USSR, 

i n  power; 

- NATO CONFIDENTIAL - 6 -  

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



- 7 -  IUT0 CONE? DJTFTIAL 

17. AS far as  the  point  (a) i s  concerned, t v m  different  and 
opposing  elements of thought  can  be  distinguished  inside  the Party; 
one nappo\:Jly a d  tradit ionally  Stalino-Marxist ,   the  other open t o  
innovation,  although  remaining  faithful t o  i t s  ideological   or igins .  
These elements  correspond t o  two generations of Czechoslovakian 
Communism: the f irst  - ana  the  oldest - is composed of people who 
have been  devpted t o  the  Marxist  ideal  Since  their Youth, and Wh0 
have suffered  in  prison and in  concentration camps in   PWsui t  Of 
t h i s  ideal.   President Navotny,  Hendrich, and nsar ly  all the other 
h i@ placed   of f ic ia l s  of the "régime come. into t h i s  category. liiJhat 
i s  more, they  have  always  based  their  personal and p o l i t i c a l  power 
on Russian  protection,  whatever  the  actual  tendency o f  Russian  policy. 
For  obvious  reasons,  therefore, Navotny,  Hendrich and the  others  could 
not  defend  an economic policy which was not  based on the  Russian 
example, o r  a t   l e a s t ,  until approved  by  the USSR.. The second  ..gener- 
a t ion of  Par ty  members (whose p o l i t i c a l  power is  very much more 
limited.) is in  opposit ion t o  this group;  younger i n  composition and 
composed chief ly  of members who became Communists a f t e r  the coup 
d 'é ta t ,   they stem  above all from the working classes ,  and have r e a l  
soc i a l i s t   be l i e f s ,   bu t  as  they  themselves  have  never had to  f i g h t  for 
the   real isat ion o f  their   ideals,   they  are more ready t o  adapt them- 
selves t o  the  circumstances of the moment,  and t o  r ev i se   t he i r  
premises if necessary. Sik ,  Selucky and other   revis ionis ts   belong 
i n  this category,  as do n e a r l y   a l l  the young in t e l l ec tua l s ,  

(point  (b) above), i t  is hardly necessary t o  recall  thatCzechoslovakia 
is a country whose economy is essent ia l ly   based on industr ies  of 
transformation,  and  that  nearly a l l   h e r  raw materials  ( o i l ,  gas,   iron, 
cerea ls ,   e tc , )  stem f r o m  the  Soviet  market, which in  turn  absorbs 4@ 
of  Czech exports. The pol i t ical   implicat ions of this s i b t i o n   a r e  
obvious,  since Moscow thus  disposes of an easy means o f  pressure t o  
put a s top  t o  any unwelcome tendency on the  par t  of Prague: a o u l d  
this Seem necessary o r  opportune.  Czechoslovakia, in   fact ,   cannot  
find her  raw materials  elsewhere, f o r  the modest competitive  capacity 
of her  manuractured  products  renders  an  increase  in  the volume of 
her  exports t o  t h e  selective  markets of  the V?est, beyond the  quantity 
aheadY  exported  there with diff icul ty   (about  18% of to ta l   expor t s )  , 
extremely  problematic. 

18, A s  f a r   a s  economic dependence on Russia is  concerned 

19* Several  other points  should be taken  into  considera%ion 
if the  resistance t o  the  reform on the   pa r t  of the  leaders of the 
régime is t o  be  more readily  understood. The economic system 
which prevailed  in  Czechoslovakia had succeeded in   f ind ing  a 
balance of i t s  own, bearing some resemblance t o  that achieved by 
any self-suf 'f icient economy. For  example, nat ional  income .was 
re la t ive ly   smai l ,   bu t   fa i r ly   wel l   d i s t r ibu ted  and. su f f i c i en t  t o  
enswe a l i v ing  f o r  a l l  the inhabit 'ants o f  the country,  Should 
the  contr ibut ing  factors  to this balance  change,  however,  through 
the  introduction of f f l i be ra l   i deas"  and by the  opening of the 
country's   frontiers,   the  ,chain  reaction which would follow and 
which would f i n a l l y  throGgh.  the whole economic  and socia.1  system 
into  confusion i s  not  hard t o  imagine. On the one hand,  industry 
would soon d ivers i fy  its production,  in orlter t o  make it more 
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attr .active  in  the  eyes of consumers, and on the  other  hand, demand 
would immediately r i s e  and wages - which now correspond t o  e. very 
elow standard of l i v i n g  - would be revealed, t o  be t o t a l l y  inadequat-e. 
The system  could  probably  find a new balance  corresponding t o  a 
higher  standard of l i v ing  f o r  the  papulation,  after .a certain  time, 
but only a f t e r   expe r i enc ing   a l l  s o r t s  o f  d i f f i c u l t i e s ,   I n  this. 
respect,   the Yugoslav  experiment is ins t ruc t ive ;  i t  has  certainly 
been  studied  in  Prague,  but it is doubtful  whether i t  has  
encouraged the most conservative  Party  leaders t o  vanquish  their 
f e a r s  of  reform. 

20. Khat then  does  the  future  hold? I n  the shor t  run, a 
cautious and 'empiric  experimental development follow.ing  .the  pattern 

' -  adopted f o r  economic reform by the  .Soviets  in the USSR. The 
extreme  revisionism of  October 1964'has l i t t l e  chance of seeing its 
basic   ideas   real ised  rapidly  unless   ' the  USSR f inds  it t o  her 
advantage t o  conduct an experiment e1sewher.e than on her own 
t e r r i t o r y ,   t h a t  is, i n  Czechoslovakia - an  improbable  hypothesis, 
bu t  one which cannot be t o t a l l y  discounted. I n  any case, 
revisionism  has had the  great  advantage of  bringing a breath of 
inv igora t ing   novel ty   in to  a world where production  systems were , . 

quite   incredibly r ig id .  I n   s p i t e  of  the  opposition o f  many 
es tab l i shed   in te res t s ,  it should be remembered tha t  common sense, 

. as well  as the impossibil i ty of continuing  indefinitely t o  refuse 
t o  apply the most elementary economic laws,  are  working  in favour 
of  reform. Also, .the pressure  brought t o  bear   indirect ly  on the 
Eastern  countr ies  by technological  developments  in  the West (where 
they ape by f a r  the most rapid) f 'urther  helps t o  point  an  altiernative 
t o  the s o c i a l i s t  economies.: e i ther   they must resign  themselves t o  
a slow l o s s  of  their   competit ive  capacity,  o r  t hey  must adopt  reforms. 
The gradual passing o f  p o m r  i n t o  younger  hands  should in   fu ture  
favour  reforming  trends. 

21. I n  view of  these considerations,  in addi t ion  to the 
Western  observer' S usual  dose of  "wishful thir?king'i, i t  may be 
thought #at  in the longer term ( 5  t o  l O years) a system' 
develop  in  which,  while  the means of  production  vould.  remain  entirely 
i n   c o l l e c t i v e  ownership,  market economy laws would govern  the  price 
f i x i n g  of goods and the amassing and d i s t r i b u t  ion of a wage find  in 
a very wide spectrum. 

III. THE CZECHOSLOVAKIAN ECONOMIC PLAN FOR 1966 P-IQ 
SOME BUDGETARY ITENS E R  l965 

22. The out l ine o f  the  plan f o r  1966 was only made publ ic  
l a s t  January. Some off ic ia l   sources   say  that  this new plan is  
only  the f i rs t  chapter of the  Five-Year  Plan f o r  1966-1970, which 
has not  yet  been  approved, bu t  other government statements  have 
presented it as  an  independent  interim programme t o  cover  the., 
period  before a d e f i n i t e  middle-term plan is d r a w  up, 
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23. The p l m  f o r  1966 forecasts  the following growth r a t e s  
i n  the pr incipal  economic sectors :  (1965 = 100) 

nat ional  income 
industr ia l   product ion 
a g r i c u l t u r a l   p r o a c t i o n  
investments 
energy 
machine indus t r i e s  
s t ee l  industry 
consumer goods 
publ ic   t ransport  

In  the ag r i cu l tu ra l   s ec to r ,  the product ion~.~of .~cerea ls ,  beetroot 
nnd potûtoes would be   par t icu lar ly  encouraged, 

240 The plan f o r  1966 should a l s o  be guided by the follow5ng 
aims : 

e the maintenance of the present r a t e  of economic 

- the achievement of a balance in  the  production of 
gPOW th  ; 

energy, of raw m a t e r i a l s  and of manufzctured goods; 
the according of p r i o r i t y  i n  the use of ayaila.ble 
exchange currencies  to  imports  and  rood  products 

necessary f o r  the indus t r i a l  development of me 
country,, 

- 
- necessary for the population  and the equipment 

250 The Czechoslovakian press has so f a r  given no *$her 
de ta i l s   about   the   s t ruc ture  and the  objectives of the  plan f o r  
1966, However, the zputy Prime Minister,   Cernik,   putt ing th i s  
document t o  the National Assembly, s t a t ed  t h a t  the year 1966 vlrould 
see no  'g rea t  changes i n  the s t ruc tu re  of the plan,  which will there- 
fo re  remain essent i : j l ly   s imilar   to  i t s  predecessor. He nevertheless 
recognised  that one of the reasons (shortage of labcrur)  often c i ted 
to   j u s t i -  the extremely slow rise i n   n a t i o n a l  income is insuff ident ly  
well founded, In  f ac t ,   ava i l ab le   l abour  would, on  the vfhole, be 
s u f f i c i e n t  t o  meet the needs o f  the   nat ional  economy, , i f  i t  were 

- be t t e r   d i s t r ibu ted  and if unjust i f ied  absenteem was lessfiequento 
I n  this context,  M r ,  Cernilc s t a t e d   t h a t  the mt iona l   ave rage   i n  an 
en terpr i se  w m  a r a t i o  of 37 '%hite  collar  workam" for 100 
h b o u r e r s  (frorn a minimum of 23, t o  a maximum of 48), a r a t i o  which 
rose t o  50 t o  100 i n  some sectors ,  and 62 t o  1 O 0  i n   t he   bu i ld ing  
industry, ,   In  addition, the hours of work were f u l f i l l e d  only  from 
70s t o  85% i n   f a c t o r i e s ,  

26e A s  regards investment:,  however, the Chnirman of the  Plan 
Commission has announced the  introduction of ,a number of new 
measures. I n   f a c t ,   i n  1966 the S t a t e  w i l l  continue  to  f inance 
f 'ully a l l   p r o j e c t s  of recognised   na t iona l   in te res t ,  but other  
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investments will be made mainly  by  drawing on the  ' f inancial  
reswves  of  the  ente.rprises  themselves. The latter will not be 
allowed t o  approach  the  State Bank a i t h  a  view t o  obtaining  credi ts  
unless they can  prove  .that  their own resources  have  been  fully 
u t i l i s ed .  

27. Following  these comments  on the 1966 progrmme? the 
Deputy P r i m  Minister made a number of remarks and gave some f igures  
in  connection w i t h  the results  achieved by the 1965 Flan. Mr. Cernik 
s t a r t e d  by st ressing  , that   a l though  there  had been' some progress 
towards the   s t ab i l i s a t ion  of the economy, there  had been no sub- 
s t a n t i a l  improvements in   product ivi ty  o r  in   the  prof i t -earning 
capacity of the  productive  sectors(1). . 

28. I n  1965, nat ional  income increased by 2.57; over  the 
l e v e l  of 1964, but  only  in monetary  terms; taking  into  account 
the  continuous  currency  devaluation, i t  seems more accurate t o  
say that there  has  been no r e a l  improvement in  this sec to r   i n  
comparison with the r e su l t s  of the  previous  three  years. One 
has t o  go as f a r  back as the  years  before 1961 t o  f i nd  a gradual 
increase ,- in  real   value.  - of the  Czechoslovakian  national 
income. 

29. A s  regards  industrial  production,.  the  Deputy"Prime 
Minister declared that the apparent  increase  over 1964 was of 
7.5%. H e  did not  conceal  hoeever, that. the rise i n  costs  a d  
p r i ces   i n  I 9 6 5  had of fse t  ' this grovth  in  production to a l a rge  
extent .. 

' 30;. ' In the s i c u l t u r a l   s e c t o r ,   p r o d u c t i o n  was 3.37; below 
the  level  reached  in m it was almost equal to the average 
for the l a s t   f i ve   yea r s .  E r r o r s  in: the  organizat ion of  work as 
well as.bad weather  ,-have  been blamed f o r  this stagnation. 

' ' 31. With respect t o  __consumer goods i t  i s  claimed t h a t  the 
Plan t a r g e t  has been  exceeded by 3.4%; however, - the demznds of 
the  population. f o r  winter  clothing,  underwear,  woollens and 
furniture-  have  not  been r u l l y  met. 

( . l )  I n  this respec% .it seems usef'ul t o  quoté from President Novotny's 
speech on New'-Year's Day 1966: 
rfIt must be admitted t h a t  our  hopes  have o n l y  b e e n   f u l f i l l e d   i n  
par t .  I t  is  t rue that the '   Plan  targets  f o r  industry have  been 
exceeded, tha t   na t iona l  income h m  increased,   that   product ivi ty  
i s  growing, =and even t h a t ,  up t o  a ce r t a in   po in t ,  the  quality 
and the  quantity of goods avai lable  on the market are  l ikewise 
growing; ne ver the les^ we have not  been able t o  ,achieve  basic 
improvements in   the   na t ion ' s  economy. A t  the present  time we 
bu i ld  and producg a t  much t o o  high a cost".  
(Rude Pravo,  3rd  January, 1966) 
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32, In  the f i e l d  of d i s t r ibu t ion ,  Mro Cernilr declared  that  
the  pise i n  production  had  not  been  followed by an   increase   in  
the goods avai lable  on the  marketo In 1965, this development 
W ~ S  due t o  the high  percentage of r e j ec t s ,  the value of .which for 
t h e ' f i r s t  9 months o f  that   year  amounted to  1 b i l l i o n  crowns 
(86 b i l l i o n  l i r e )  . 

3 3 .  The Deputy Prime  Minister  indicated  that  as investments 
had not  been  properly  used,  they did no t   y i e ld  the r e s u l t s  which 
had been  expected.  For  instance, i n   t h e  mechanical  engineering 
and technical  research  sectors,   about 40% of the  amounts invested 
had turned  out t o  be conpletely  non-productive,  whereas a l a rge  
number o f  p r o j e c t s   i n   t h e  most diverse  sectors of the   na t iona l  . 
economy had  apparently  been  started  without  ever  being  f inished. 
Another  drawback: Czechoslovakian  machines - i n   sp i t e   o f   t he   vas t  
amounts spent on technical  improvements - are   in .   genera l  much bulkier  
than  those  manufactured i n  the West; s o  tha t  f o r  an  equal yield,  
there is nevertheless a substant ia l   increase  in   product ion  costs ,  

3b0 Savings  are  reported t o  have shown  a marked increase ,   par t ly  
a s  a r e s u l t  o f  the  growing confidence o f  the   populat ion  in   the  value 
of  the currency,  but  also  because o f  the sca rc i ty  o f  avai lable  goods, 

35. The d i f f i c u l t i e s  which confront  the  Zestern  observer  as  he 
at tempts   to  assess the  rzal   s ignif icance  of   these  percentages are  
t o o  well known t o  necessi ta te   enlarging on them once more i n  t h i s  
study, A new proof o f  the inconsistency of t h e   o f f i c i a l   s t a t i s t i c a l  
data i s  t o  be f o ~ n d ,  f o r  i n s t a n c e ,   i n   t h e   S t a t i s t i c a l  Yearbook f o r '  
1964 - published two months ago - which shows investments amounting 
t o  177 mil l ion crowns  and indicates  a growth over 1963 of 4% i n  
indus t r i a l   p~oduc t ion ,  o f  Z e 5 %  in   agr icu l tura l   p roduct ion ,  o f  8% i n  
the  building  industry,  o f  lo% i n   p roduc t iv i ty ,  of' 2,676 i n  consumptiol?, 
while nat ional  income only rose by 1,535 million crowns, The 
inbvitable  conclusion would seem t o  be tha t   t he  methods o f  calculat ion 
used by  the  compilers o f  t h i s  Yearbook should be considered, t o  say 
t h e   l e a s t ,  as ra ther   cur ious(1) .  

36. Bearing i n  mind the foregoing  facts ,  i t  seems in   o rde r   t o  
s t a t e   t h a t  Deputy Prime Minister Cernik's  remarks  and the  data  given 
.by him correspond t o  the impression formed by foreign  observers, which 
is that  the  Czechoslovakian economy has  not  y e t  qKite  recovered from 
the 1963 recession, I t  i s ,  however, correct  to sag that there   a re  
some ind ica t ions   o f   . a   r e tu rn  t o  more. normal conditions ,in one o r  two 
sectors  o f  the  economy, where, i f  i t  i s  not   ye t  possible t o  see a 
marked improvement i n   t h e   q u a l i t y  o f  goods f o r  s a l e ,   de l ive r i e s  take 
- place more regularly  than i n  the  past ,  T h i s  is pa r t i cu la r ly   t rue  
f o r  suppl ies  of.  foodstuff:  i t  has Seen  .the first wir,ter  since 1950 

' v h e . m o r e  s o  because "Rude Pravo"  gave'  the  following breakdown 
" -.- " ,.- _._. ""U p" 

of  nat ional  income f o r  1964: industry 6&, a p i c u l t u r e  12$, 
building 8%. foreign  t rade 7.6% and  traEspo1-t 2 0 ï ' $ 0  
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when  some types of f r u i t  have always been on sale  in  Prague, 
although a t  a very hfgh pr ice ,   "Eatural ly  t h i s  modest  improvement 
i n  the  market  condition is s t i l l  re la t ive .  . I t  r e s u l t s  from a 
comparison of 1965 w i t h  previ.ous  years and does no t  imply i n  the 
l e a s t   t h a t  production and l iving  s tandards me b a a i n g  any nearer 
t o  the  conditions  prevail ing  in Western industr ia l ised  countr ies .  . 
Indeed.  Czechoslovakia,  suffering from slack periods which slow 
down product ivi ty  and a defective  organization of the mmket, is 
st i l l  very f a r  f rom achieving such standards. 

IV. BtTDGEThY FOEECASTS FOR l965 AND 1966 

37. In  January,  the  Finance,  Minister, Dvorak,  submitted for 
the  approval of the Czechoslovakian  National Assembly the m i n  . 
chapters of the -l 966 budget, 
correspondtng  f igures  in the 

RECEIPTS 
of which: 

Social is t  economy 

shown hereaf ter ,  as wcLi as the 
l 965 budget : 

In   mi l l i on  crowns 
I 965 I 966 

I r 2 0 3  152,904 

97,574 -1329709 
Income tax and other  taxes 14, 391 j 5 9  259 
Sundry items 4,238 ' 4,936 

116,138 152,904 

S o c i a l i s t  economy 54,816  88  858 
Soc ia2 cu l tu ra l  and 

. -  other   services  4 8 3 3  Q 50,358 
National Defence -i O, 220 1 O, 8 3  

Administratiire and 
Legal  Services 2,780 2 J 857 

of  which: 

84 86.8 
12.4 10.0 

3.6 3.2 

47.2 58. l 

41 .6 32.9  

8.8 7.1 
2.4. 1.9 

38, The above figures ca l l  for some  comments: 

(a )  Both  the rece ip ts  and the expenditures  earnarked for 
1966 show a sharp  increase over 1965 (+  31%). I n  h i s  speech to the 
National Assembly,, Mr. Dvorak has not  cast   any l i g h t  on this sub- 
s t a n t i a l   i n c r e a s e ,  which looks  the more puzzling as  the Czechos- 
lovzkian economy is f a r  *om being  in  a phase of '  expans ion and a s  
there  has  been no indicat ion of a decrease  in t h e  purchasing power 
.of the  local  currency.  This is vfhy it does n o t  seem. possible ,  
f o r  ins tance ,   tha t   rece ip ts  from the  I*socialist  sector"  could grow 
from 97 b i l l i o n  crowns in 1965 t o  over 132 b i l l i o n   i n  1966. . 
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(b) The tendency to explain  the  composition of the 
.national  budget  in  increasinay  concise and sibylline  language i s  
becoming more marked every  year.  Indeed,  in  1963,  the  budget was 
l a i d  ou t  in   de ta i l ,   p rac t ica l ly   fo l lowing   in  this respect thc 
methods i n  use  in t h e  West; i n  4964, from an accounting  vicwJoint, 
the  layout was less  detailed,   but  f igures  corresponding t o  many 
budgetary  chapters were provided,  In I965 only  aggregate  figures 
for r ece ip t s  and expenditures.-(and of the main chapters f o r  the 
l a t t e r )  were given, t o  which,  however, cer ta in   de tg i l s  were added. 
Lastly,  for 1966, Nr* Dvorak has  only  ftrnishcd the data   referred 
t o  abovc, 

( c )  The changes i n  the  chapters of the  budget  published 
--for  1965-66, are  mainly  concerned with receipts  ' and expenditures  in 

t he   F f soc ia l i s t   s ec to r "  o f  the economy, the other  chapters  being 
substant ia l ly  unchanged, 

(d) The statements of t h e  Minister of  Finance  confirm 
once more the  Czechoslovak  Authorities'  policy of making knovm t o  
the  public  only the budget  estimates,  while  keeping  silent on t h e i r  
implementation. 

V. FOFtXIGM TRADE 

39. Czechoslovakia is, among soc ia l i s t   na t ions ,  the one where 
the  per  capita  share  in  external trade is the  highest(  1 ). The 
economic charac te r i s t ics  of  the country are   obviously  ref lected  in  
i t s  trz.dc;  Czechoslov&ia, as we k n o ~ ~ ,  has a f a i r l y   l a r g e  manufac- 
turing  industry,  i t s  agr icu l ture  is unable t o  meet the nat ional  
demand and its raw mztterial   resources  are  insuffizient f o r  i t s  
needs. 

40, On the bzsis of a number o f  t ab les ,  ven a t  annex, on 
the  development of teade be  tween 194.8 and l g& f o r  . l965 w i l l  ' 
become avai lable  in Prague this Autumn only),  the fo l lowing   pra- ,  
graphs  give a de ta i l ed  analysis of  the s t ructure  of Czechoslovakia's 
external   t rzde,  of the geogrz.phica1 d i s t r ibu t ion  of both inports  and 
exports, and o f  the  type of products exchanged, A n  examination of 
these  data leads us t o  make a number of remarks, the first of-which - 
regarding  countries of  o r ig in  and dest inat ion of .the goods - is that ,  
a t  the  present  time,  the  external  trade of Czechoslovakia is con- 
ducted  chiefly ( o r  t o  within 75%) with   the   soc iz l i s t   count r ies ,   in  
par t icu lar  with the USSR, On the  other  hand, exchanges with Western 
industr ia l ised  countr ies   ( including  Japan) ,  which in  194.8 s t i l l  
represented  almost  half of the t o t t l  external   t r rdc (b.7:: of  i r p o r t s  

( 1 )  According t o  of f i c i a l   da t a  f o r  1964 the  shcre of  each. 
Czcchoslovak c i t i z e n  m o u n t s  t o  2,394 crowns: a g i n s t  
1,793, f o r  the Hungar-ians, 880 f o r  t he  Poles and I 6 0  f o r  
the Soviets.  In  Franco this f igure would  be 2,530 and 
i n   I t a l y  l ,800 crowns. 
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and L&.l$ of exports)  hzve declined  steeply  since  that  year; in  
1964 their   share   in   - total  imports and to ta l .   expor t s  was respe.ctively 
19.3% and 16.5%. Even trade with'thc  developing  countries, has - 
percentage  wise - dropped ' substant ia l ly  .bct,wccn 19b8 and 1964, i n  . 
s p i t e  of the p o l i t i c a l  twist given  &ter t h e  l948 coup to 
Czechoslovakia's  trade  relations wi.th the uncommitted nations. As 
a - m a t t e r  of f a c t ,  whereas in 1948 Czechoslovakig sold t o  these 
countr ies  1 6 ~ 3 %  of its t o t a l  exports and bought from. thcm 13% of i ts  
imports, in 1964 these  perccntzges had f a l l e n  t o  9.7%  8.1% , .. 
respect ively,  

41. A s  regards  the  balance of , t rade  with these  ivarious 
groups of countries,  it may be noted  that  Gze&oslovakia 3s 
t r a d i t i o n c l l y  a credi tor  o f  thc East. For instance . in  1964, the 
balance of t rade showed a surplus with the   soc ia l i s t   count r ies  as  
a whole, amounting t o  997 million crowns; this surplus,, of course, 
could  not be used - f o r  l ack  of conver t ib i l i ty  - i n  the o'ihcr 
mom tzry  zones, The Sam3 remzrk is clso valid as regards exehangcs 
w i t h  the _developing countries with &om, i n  1964, Czechoslovakia had 
a posit ive  balance of trade amounting t o  375 mill ion crowns,  During 
the same year,   trade with the  Common Market showed a sUrp1v.s of 267 
mil l ion  crowns, whereas that w i t h  EFTA ended with a defiG.it of 177 
million  crovns. To these f igures  should. be zdded 429 nillion crosm, 
t h e   d e f i c i t  of the  trade  balance with the largc overseas  cowltries 
(substantial   purchases of wheat i n  Canada). As stated  &ove, data 
f o r  ,1965 has not yet  comb t o  hand. However, on the basis of  the  
available  fragmentary  information, it my be  supposod that   the  
si tuation  remrined unchanged during that year. . .  

42. As regards   fu twe  t rend$,  a change i n  the foreign  trade 
system of Czechoslovekia is unlikely,  a t  l e a s t  f o r  some years. In  
the present  conditions of production,  Czechoslovakia would be unable, 
without .   d i f f icul ty ,  t o  increase  substant ia l ly  her jmrchasses i n  the 
West., as  she -is i n  no posi t ion t o  o f f e r  (over and above a. ce r t a in  
l eve l  which has nearly  been  attained)  in exchange products of 
i n t e r e s t  t o  the Ukst. In   o ther  words, a large growth of 
Czechoslovak imports for the  so-called  capitalist   coxmtrics would 
be  checked, not  by Considerations of a p o l i t i c a l  nature,, but  by 

. the  almost  -chronic  shortage of hard currencies,  This  point of' view 
. i s  certainly  shared  by the Czech  Authorities. As a matter of  f a c t ,  
one o f '  the  permanent.  under-Secretaries  in the Blinistry of External 

_ .  Trade,   declmed  recent ly ,   in   pr ivate ,   that  i t  was pqssible  "that , i n  
the years imme-diately fol lowing 1970, Czechoslovakia would carry on 
65% of i t s  t o t a l   t r a d e  with. the soc ia l i s t   coun t r i e s  ( as against '  73yi 
noIV> and 35% with the  rest of the world (27% now), 

. .  

43. I t  fol lows t h a t  the chcanges 'envisaged  in the d i rec t ion  of 
t rade flows a re  fairly modest, and, i n  any case, will not t,&e piece 
imedia te ly .  These chmges come up agcinst  the continuous  expansion 
Of trade  agreements entered in to  with tho  'o ther  Eastern countr ies ;   in  
pa r t i cu la r ,  the  recent  five-year  agreement with the USSR provides for  
an   increase   in  commercial  exchanges,  between 1966 and 1970, o f  l 5 @  
Over the mounts  achieved f r o m  1961 t o  1965. If, a s  a general 
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rule the ant ic ipated growth o f  trade with the  Nest is  small,  there 
i s  one probable  exception:  the  purchase f r o m  the Vest Of complete 
i"dustria1  plants  payable  in  instalments.  In  view of  the  need, 
openly acknowledged  by the  Czech Authorities  themselves, t o  
modernise  production methods as soon as possible,  i t  is l i k e l y  
t h a t  Czechoslovakia - in  order t o  be able t o  import   the  industrial  
equipment  she requires  - would res ign  herself  t o  draw on her  own 
currency  reserves  (which  are  apparently  modest) if +;nese purchases 
covcld not   be  offset  by the sa l e  of  loca l   poducts .  

l&. As regards,, on the  other  hand,  the  type of goods entering 
into  Czechoslovakia's  foreign  trade, the t a b l e s   c t   a n n a  s h o ~  t h z t  
the  item which has grown m o s t  from 1948 t o  1964 - imports as well 
as exports - is  t h a t  of i n d u s t r i a l  equipment, During  the same 
period  the growth of t r ade   i n  other categories of goods has been 
much less  important.   Czechoslovakia  exports  in  particular:  

- over 40$ of  ber machine-tool  production; - almost half: her  production of t r a c t o r s  and l o r r i e s ;  - about 60% of her  motor-car  production 2nd about 2/3rd 

- more than l /&  of' her,  rubber  tyre  production; - zbout 3/4 of her  g l k s  production; - 4 4 %  of he r   l ea the r  a d  4.27; of her  rubber shoe production. 

o f  her  motorcycle and scooter  produztion; 

45. A s  regards  trade  between  Czechoslov&ia end the developing 
countries, i t  should  be remembered th,o.t Czechoslovdcic' S commitments 
t o  assist Cuba and cer ta in   count r ies  o f  the Third World, among  them 
India and the U r n ,  impose. on her economy a much heavier %urd-en than 
on that  of any other  Eastern European country. . This f ; r t  is borne 
out by the   s ta t is t ical   tables   concerning the COMïXON which c?.ppear 
i n   r e p o r t  MI3/10/64 of the Economic Commission f o r  surope: 

Share in   exports  t o  the Third 1Norld - '1961 
Bulgaria 2.3 

,Czechoslovakia 18.6 
Soviet-occupied Zone 8.6 
Hungary 5 , O  
Poland 8. l 
Rummia 3.6 
USSR 53.8 

100. O 

The same Economic Commission has a l s o  given the following summary 
tab le  o f  the  credits  granted t o  the Thi rd  World by the Eastern 
countries,  Lfrom vhich it is apparent m a t  Czechoslov$cia bears 
a burden which is out of  proportion t o  her economic p o t e n t i a l i t i e s :  

I n  mil l ion d o l l m s  - 1955-q 963 
Amount Percmtage 

US  SR 3,458 70.7 
Czechoslovakia 797 '16.2 
Poland 303 6.1 
Hungary 1 50 3.0 
R u m a n i a  I 26 2.5. 
Bulgaria 22.5 0.4 
Sovlet-occupied Zone " 1.1 

1 oc); O 
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1-1-6. In  addition,  Czechoslovakian  exports ' t o  the developing 
countr ies  and t o  Cuba are  normally made  on the following  terms: 

(a)   grant  of  long-term credi ts   bear ing m intc-rest..-of 
about 2.5%; _ .  

'(b) determination of f ixed  pr ices  on an annual basis, i n  
pa r t i cu la r  i n  respect o f  raw materials '   ( i .e .   not  suby 
mitted t o  sezsonal  f luctuations o r  t o  ehanges resu l t ing  
from movements of world p r i ces ) ;  

(c)  frequent  acceptance by Ciechoslovzkia,  in exchange for 
her products, of batches o f  goods o r  raw matcr ia ls  which 
cannot be easily  processed o r  s o l d  i n  the country; 

The comnodity brc,?,kdonn o f  Czechoslov?k exports t o  theue  countries 
i n  1964 was the fo l lowing :  i n d u s t r i 2 1  equipment 50%, dur-.ble con- 
sumer goods 2@, chcmienls,  foddstuffm'etc.,. 30%. 

47. Although  technical assis tance t o  the developing  countries 
does not   exact ly  f i t  i n t o  this chapter, it- should be noted  that 
Czechoslovakia  receives  every  year hundreds o f  young students f'rorn 
the Thi rd  World who have  been  granted  scholarships by the ' 

Secretary of  COMECON declared in f963 that out of .the 7,000 
s p e c i a l i s t s  seconded t o  developing  comtries by Eastern  countries, 
633 (9% of the  t o t a l )  were rCzecho~lovakao ' Deputy  Prime Minis tw 
Simunek a l s o  i n d i c a t e d   t h a t   a t  the end o f  1964. this f igure had 
incrersed t o .  700, excluding the experts   sent  t o  erect  p l a t s  

' . .supplied by Czechoslovakian  industry. In  any case, t h e  e f f o r t  
in.  favour o f  technical   ass is tance seems t o  be much greater  - i n  
r e l a t i v e  terms - than  that  accomplished by the WestGrn indus t r ia l -  
ised  countries (tkis has already  been  stressed  in the case of the 
Eastern  countries):   indeed, this e f f o r t   f a r  exceeds the norm1 

strongly & o u t  this problem,. md we know that the Czech Authori t ies  
have of t en   ra i sed  it ~ not  only i n  -the framework of the COMECGN 
meetings, but also b i l c t e r a l l y  with the USSR - with a view t o  l i g h t -  
ening  the onerous commitments already  entered  into  vis-à-vis the 
developing  countries. This  course o f  action..  hovTever, has  not 
yielded any v is ib le  results, 

- Czechoslovak Government. As regards the sending of experts, '  the 

p o s s i b i l i t i e s  of the Czechoslovakian economy, dragm " feels 
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EVOLUTION OF CZESOSLOVAKIA'S FOREIGN TRADE 
FROM 1948 TO 1964 

To ta l  

Impor t s  
E x p o r t s  
Balance 

S o c i a l i s t  
countries 

To ta l  

I m p o r t s  
E x p o r t s  
Balance 

Other countrie; 

T o t a l  
Impor t s  
E x p o r t s  
Balance l 

10,328 13,Lc83 

4,906  6,330 
5,422 
+ 516 I 7i.153 

I + 823 

IPI ." 

1 961 
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TABLE II 

- EVOLUTION " OP CZECHOSLOSAKIA'S 
": FOREIGX TRADE 

To tal turnover 

Imports  

E q o  r t S 

Socialist countries ' 
turnover 

Imports 

Exports 

Other coufitr ies '  
turnover  

Imports 

Exports i 

I 

1948 

100 

100 

100 

100 

100 

100 

100 

100 

100 

U53 

256 

260 

47 

45 

48 

1958 

200 

199 

201 

356 

354 

357 

98 

261 1 

472 

478 

467 

122 

127 

118 

i I 

l 
l 
i i 
I 

i : 
i 
1 
i 

127 f 
i 

322 I 
I 

317 I 
327 

l 
605 I 
623  587 l 

l 357 

342 1 i 

i 

148 f 
162 

1 
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TABLE III 

PERCENTAGE DIST2IBUTION OF CZECOSLOVAK IMPORTS BY 
GRGUPK OF COUNTRIES 

TOTAL 

Socialist  countries 

Other countries 
of which: 

Industr ia l ised 
countries 

o f  which: 
European countries 

Developing 
countries 
of which: 

Asiatic countries 
African countries 
Americaa comtr ies  

-l 953 

l O 0  

'78.9 

21 .l 

14.9 

13.5 

L 2  

3 *3 
1 *G 
1.3 

4 958 

l O 0  

7 0  .-5 

29-5 

19.5 

18-2  

10.0 

4.5 
3.0 
2.5 

-21 - 

l 960 
" 

l O 0  

'71.3 

28.7 

18.9 

16,5 

9.8 

5.3 
2.5 
2. O 

I 962 
" 

l O 0  

7h. 0 

26.0 

17.6 

15.9 

8 . L!. 

3.6 
2. a 
2.0 

l 363 

l O0 

73.5 

26.5 

17.2 

14.9 

9.3 

4.6 
3.0 
-1 07 

1 964 

l O 0  

72.6 

27.L; 

19.3 

15.1 

8.1 

3.9 
3.0 
1.2 
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TABIS IV 

I TOTAL 

Other countries 
of  which: 

Industrialised 
countries 

o f  which: 
European cowt r i e s  
Developing 
countries 

o f  which: 
Asiatic countries 
African countries 
American countries 

1 O 0  

39.6 

60.4 

44.1 

38. O 

16.3 

1953 

100. ,. 

78.1 

14.9 

3 03 
2.0 

1.7 

1958 

1.00 

70.5 

29.5 

17.0 

15.4 

-12.5 

5.9 
4.2 
2.4 

I 960 

l O0 

72.3 

27.7 

16.6 

14. 9 

l 1  .l 

5.2 
3.0 
2.9 

1962 

l O 0  

74.3 

25.7 

15.3 

" 

1963 

l O0 

75.5 

24.. 5 

15.3 

13.? 

9.2 

4.7 
3.1 
1.4 

1 964 

1.00 

73.8 

26.2 

16.5 

14.9 
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TABLE V 

EVOLUTION OF CZECOSL0V.T IPJIPORTS EY CATEGORY OF 
PROD UC TS 

Total imports 
o f  which: 

l ) Industrial 
equipment 

2 )  Ram materials, 
chemicals and 
building 
mater ia ls  

3) Breeding 
cat t le  

4) Foods tuff 
5) Consmer 

goodo 

I 948 I 958 I 960 

-13,072 

2,831 

6 906 

9 
2 885 

4-41 

l 962 

3,903 

3 
2,763 

-l 963 

15,554 

3 9 978 

7,759 

2 

3,226 

589 
" 

'1 964 

-l '7 9488 

4,918 

8,475 

-l7 
3 ,445 
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( i n   m i l l i o n  Kcs) 

Total  exports 

of which: 

Indus t r ia l  
equipment 

Raw materials 
chemicals 
building 
materials  

Breeding 
cattle 

Foodstuff 

1 948 

5,422 

-1 953 

79q53 

1958 

3,391 

6 

769 

1960 

13,892 

6,266 

1962 

15,793 

"- 

7,517 

4 9 w ?  

19 

753 

3,047 

-1 963 

17,723 

8,474 

18,545 
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