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

1, Czechoslovakia,  one of t h e  most advanced coun t r i e s   i n  
Q!EA, has  recovered from one of t h e  ecorzowic ail-ments that 
became a c u t e   i n  1968-69 but   the  most se;-ious p r o b l e m   r e m i n  
and w i l l  probably  handicap economic recovery f o r  some time, 
The labour  force i s  n e a r l y   s t a t i c  and t h e   i n d u s t r i a l   p l a n t  
obsolescent, The I I . ~ z s a k  regime has curbed  inflationary. 
pressures stemming from t h e  experiment w i t h  economic reform 
&ssociated with Ota S ik"   bu t   a t   the   cos t  of a ' . t i gh te r .   c en t r a l  ' ' 

invasLcn clamaged labour morale and productivity and (together 
w i t h  poor  agricultural  performance) slowed economic growth i n  
1970 t o  about half t h e   r a t e  o f  1966, Plagued by a lt~l~od of 
individual  apathy and resignat ion  s ince -the invasion,  the 
Czechoslovak economy appears t o  be relying on i n e r t i a  which, 
though it has he lped   fores ta l l  economic collapse, has not 
provided any pos i t ive   d i rec t ion ,  

contro l .  t'fiât d.iszûurages rnEi2agerial in i t%zt ive ,  The Scvie-t 

2, The Soviets, no doubt,  have a s t ronge r   g r ip   t han   i n  
1966 on t h e  Czechoslovak economy.  They w i l l  probably  not  object 
t o  continued  expansion of  Czechoslovak economic r e l a t ions  w i t h .  

t h e  West so long as the  benefi ts   thereof   (e ,g ,  modern technology) 
are  shared by Prague with h e r   a l l i e s .  But t h e  scope f o r  sudden 
expansion i s  l imited by Czechoslovakia! s rel.iance  on  the USSR 
f o r  v i t a l  f u e l s  and mater ia ls ,   her  commitments t o  export 
machinery t o  her   a l l i es ,   her   t rad i t iona l   re luc tance  t o  incur  
foreign  debt and her  preference f o r  Czech design, 

-.S Prelude  to  - t h m n v a s i o n  

3. During 1961-65, Czechoslovak national . income grew 1 ess 
. than 2% pe r   yea r  - by f a r  the  slowest i n  the Warsaw Pact6 . . . . .  
Novotnyz S investment  policies had  produced s t ruc tu ra l   d i s to r t ions  
slswi.ng  technical  advance and s tunt ing  t ransport  and consaner 
goods, Heavy industry had been  geared t o  Soviet  needs ?ad 
"LradLtional  Czechoslovak  export  sectors had l o s t  comparative 
advantage i n   t h e  world  market, 

4,  The refom  introduced by Ota Sik was designed t o  
solve  these problems by decentral iz ing scme economic func-kions, 
by increasing t h e  autonomy of the   en te rpr i ses  and by 
establ ishing workers'  covncils. Moreover, some elements of  
mzrket pr ic ing  were introduced,   In   the  ra ther   ebul l ient  
p o l i t i c a l   c l i n a t e  t h a t  prevailed,  however, some of t h e  immediate 
Wavoulrable   effects  of the  reforms were  magnified, 
Considerable  inflationary  pressure  resulted from fsul ty   piece-  
meal implementation of a very  advanced  but  inadequately  prepared 
reform programme. 
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5. The Soviet   invasion  exacerbated  these  difficult ies 
and cseated some new oneso The occupation  tenporasily slowed 
pr*od.tzction and cut sho r t  t h e  Sik  experiment i n  decentrLLizatlon 
before it had had time t o  prove i t s e l f ,  Moreover, the  occupation 
a l s o  danaged labour   mra le ,  l e d  t o  widespread  displacement of 
econcnic  executives for pol i t ica l   reasons  and accelerated the 
in2lationax-y  spiral  

3 

6. The  ou.tcome was a combination o f  i n f l a t i o n  w i t h  
recession.  In 1968, growth o f  l abour   p roduct iv i ty   in  industry 
declined and shortages of power and materials  appeared, The C 

increase   in   indus t r ia l   p roduct ion  slowed t o  5-5!%, Zalling  behind 
tha t  o f  East Germany,  The increase i n  mciney wagas acc.elera%ed 
t o  8,@, exceeding tha t  of  labour  pssductivity,  Czechslovakia 
incurred a small. d e f i c i t   i n   t r a d e  wi-th o t h e r  soc ia l i s t   count r ies  
i n  1968 a f t e r   yea r s  o f  accumulating  surplusesb 

79 The s i t u a t i o n  has been  brought under control by a 
considerabla  degree of recent rd iza t ion .   S ince   the  Hus& rggiae 
cane t o  power in April  1969,  inflation and p o l i t i c a l  h-eresy  have 
been  curbed but t h e  economy has  remained weak, Husdc’s 
s t a b i l i z a t i o n  programme has  been  implemented  through, o r  a locg  
w i t h ,  a reversion t o  much of the central ized command systern that  
hanüicapped  econcmic  growth i n   t h e   e a r l y  19GOs, S t a r t i n g   i n  
July 196g9 pr i ces  have  been  frozen, wages regulated,  lkmitations 
have  bee3  placed on new investment  projects and taxes on. 
enterpr i ses  have  been  increasedo 

8, I n  1970, the  increase  in   industr ia l   output   accelerated 
t o  7.7% - a five-year  recordo The output o f  producer goods 
rose   f a s t e r   t han  that of consuqer  goods i n  1969 and 1970. In t h e  
la t ter   year ,   the   cost-of- l iving remained v i r t u a l l y  unchanged and 0 
t h e   r a t e  of  growth  of money income was only  about  half   that  of 
1968-69, Foreign commerce grew a surpr i s ing  14%; expor-ts t o  
o ther  Corhmunist countries  rose l”%, reportedly  eliminating  the 
d e f i c i t  and reducing  Czechoslovak  short-term  indebtedness. L 

9, Cons iderable   d i f f icu l t ies   c lear ly  remain, however. 
Poor weather i n  1969 and 1970 cur ta i led   harves ts  and nearly .P’ . 
hal ted  growth  of  agricultural.  production,  causing a mar!ked 
shortage of meat and eggs. Fuel and power shortages  continue, 
Growth of net material  product  consequently slowed to 5% in 1970, 
compared w i t h  10e2j6 i n  1966; Hus& has crnrtai2:ed the   p r iva t e  
housing boom and construction of a record 102,000 dwellings By 
s ta te   agencies  i n  1970 has not   s i ,@ficmt ly   re l ieved   the   acu te  
housing  shortage, 

- C O N F I D E N T I A L  
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S 
7 

. .  10. Prosgects f o r  the Czechoslovak economy a re  nCjt 
encolczragixlg and 'the oi.xtliize d i r ec t ives  of t he  1973"*r?5 economic 
F lan  indicete a f a i r l y  cau.t.ious approsch, It i s  s t i l l  an  open 
q les t lon  how t h e  CzechosLovak Governnxmt plans to solve i-ts 
problems. A 3iW;;ed s-v:f*tch cf resoumss  to  cansuner  prcducts,  
services  and housing ris p l a m e d o  proaisin.. mcldeot i n c r e a s e s   i n  
both %he  standard OP L.f.v%ng and personal   lnca l t ivssc  ? Continued 
below-average bgmwth-Fates, however, a re  projected f o r  ne t  
material  product and industr2al  p;sodu&2on, 1,it-tle c r  no 
I n c r e a s e   i n   t h e  7.abw force  i s  e,xpected and i t s  product ivi ty  
i s  no% expected t o  .i.ncsease  si,an.l.lfican€ly, Yet it i s  izfflclalLy 
acknovledged t h a t  Lncreased  productivity must account f c r  near ly  
the  whole p la rned   r i se  i n  in61uat~ial   product ion arid t h e  
Gaveamcent i t s e l f  recognizes tha t  t h e  investmeat t a rge t  f o r  
19'71-'75 i s  considerably *03ess than t h e  t o t a l  necessary t o  s z t i s f y  
a . l l  Justified  requ2rementsvf,  Additionaily,  CzechQslovdc 
econonic  recovery w i l l  probably be  delayed by d e f i c i e n c i e s   i n  
economfc p 1 w d n g  and by a lack of effect ive managernent personnel 
as a r e s u l t  o f  recent   po l i t i ca l   purges .  

. .. 

11. The ecor,omic growth-rate  planned may well be  achieved 
but this i s  no t   r ea l ly  t h e  crucial  issue,  Large sectors of 
h d u s t r y  need t o  be modernized i n  order t o  r a i se   qua l i t y  of 
oc%put and productivity, 2nd even t o  nnintaln her   t rad ing  
pos i%ion   i n  LX3A9 Czechoslovakia will need t o  carry out  some 
indus t r i a l   r e s t ruc tu r ing  and greater  specialization,  Tnis will 
probably be  done by a&qinis t ra t ive  act ion from the   centre  but 
u s h g   t h e  economic levers  introduced during the  reforno, B?ut 
Czechoslovskia w i l l  remain c lose ly   t i ed  t o  t he  USSR aiid t h e  other  
CMEA s-tates m d  her  compe'tit.lveness on world roarkefis is Iznl-ikely 
to show any s ign i f i can t  irqr'overnent over  the next few  years, 
IIer main hore must  be t ha t  by the  cauti.ous  'we of econoaic 
c r i t e r i a  in t h e  p l m m ~ n g  system,  she w i l l  be able t o  prevent 
any fur ther   dec l ine   in   her   pos i t ion ,  

Jmplications for t h e  West 

e 
O 

# " 

12. Espanded Czechoslovak economic r e h t i o n s  with t h e  West 
could provide a much-needed stimulus  but  there n2y be  l imited 

ab jec t  so long  as the   benef i t s  ; e g g ,  f modern technology)  of 
CzechoslovdKiaas commerce with the  West were shared with Pra,guess 
allies, In  m y  event,  Czechcslovakia r e l i e s   h e w i l y  on Sovicst 
fuels mici x a t e r i a l s  arids m d e r  recent egreemei-ks9 has ccrmit-Ced 
a por-i;i.m of her  machinery  output (e ,g,  diesel  locomotives, 
rd12.ng m d  te-xt i le  equipment) t o  her  a l l i e s .  During 1971-75, 
CsechosLov?.kj.ags t r ade  i s  sched1,lled t o  r i s e  more rapidly with 
t h e  USSR (7G1<3/o pes year) and with C o m m u n i s t  count r ies   generd ly  
(8% per  yc,as) than with ncr-L-communist r,atic?ns (G%), 
Co-cperatSon and spec ia l iza t ion  of production i s  l i k e l y   t o  be 
increased by Prague'in b i l a t e r a l   r e l a t i o n s  with her  CNEA a l l i e s ,  

k scope f o r  such an expa.ns.lc;n.  The Soviets would probsbly  not 
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13* It fo l lows  th.at  there  can o n l y  he a limited  scope for 
t h e  exTansion of ecsncmic r e l a t ions  with the  ir,du-.t 3 1-ial. west. 
We Mfauld expect  the volume of  t r ade  t o  cont;:J-~ae t o  g : m ~  
gyz&.y&3-yT p a r t l y  bemuse of t he  contribution which 'Weetelan 
tecbmo7logy could mr&e t o  t h e  Czechoslovak mcderr,.i.:::ation 
progmmme, This increase w i l l ,  however,  be i1zhibi.ted by the 
Czec:h reluctance tc t a k e  on more t21a.n a very low l e v e l  of credi t ,  
and by t h e i r  traditional re l iance  on pcirely Czech design and 
rasearch and develcpent ,  Any reduct ion   in   po l i t i ca l   t ens ion  
be'h7een East and West w o a d p  however, f ac i l i ' t a t e   t he  gr07rsf;h. 
of economic contacts, 

'+. 

4 
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i 

1, Czechoslovakia is  a lmd-Io&ecl  country in   Cen t ra l  
Europe  occupying ars area of  about 227,870 sq].ra.r+ kiiemeters 
(49,369  square m,iles:!, It shares bsundaries with  the USSR, 
Poland, West and 3a.s-t Germany, Autri3 and Hungary, The climate 
i s  humid a d  , con t inen ta l   i n  tType w i t h  cool  surmers (temperatures 
r f s i n g  t o  no more than 75°F-800F) and cold  winters  (tempers.tlr.es. 
dropping t o  -50F and -1OaF). Owing to   the  var ied  Rature  of t h e  
r e l i e f  , there   a re  m a ~ y  locall,  micro  .climates and r a i n f a l l  va r i e s  
between M t *  and .6O7I per  mm* Few areas   are   subjezt  to drought. 

2, Czechoslovakia i s  one of  t h e  main 9r:drbs-i;ria3.iZ@d East 
l3ropean.  countries, but ags i cu l tme  and - fores t ry   a re  also olaJor 
cdil tr ibil tors t o  t h e  economyo  The Czech lands (Bohemia and 
Morwis)   are   the more indus t r ia l ized  and develcped regi.cn, but 
t h e   r e l a t i v e l y  uaderdevel,oped  region of Slov&5-a has been 
r e c e i v i n g   p r i o r i t y   i n   t e r m  of  new investment-s and dlsvakian 
performance . i n   v i r t u a l l y  all sectors  of the  economy has been 
showing s ignif icant   increases   recent ly ,  

l 0  

3. CzechDslov&kia i s  one of t h e  most forested  countries 
i n  Europe: 34% of  i t s  area  being  tree-covered, with a f u r t h e r  
lit% of p a s t r e  awl of arabl.9 .lmd. TIE a x a  of arable  land 
i.s g~adaally deweasing and feZ1 by &out 14.,838 h e c t a r e s   i n  
X965 to tctd. some 5,G3.0,:555 hec ta re s   a t   t he  'beginning of 1.970. 
This dbcrease i s  due nralnlg t o  a f fores ta t ion  and devastaticm, 
althou,gh capi ta l   construct ion and mining  caused l e s s  loss of 
a g r i c d t u r d  land i n  1969 than i n  1968. 

0 
O 

4 ,  Apart .from adequate coa l  supplies,  Czecbaslovakia 
is re lat ively  poor  i n  roinerd resources9  although  there are 
gosd deposits of ..antimony,  magnesite, mercury, uranium, graphit,,e, 
keo9ii.n and other  clays, g:l.ass sznds, limestone 2nd comrnon 

i r o n  or.e m d  other   ferrous  ores ,   but   these  cever  orJy a very 
Y buil-ding  materials,  There  are a l s o  small s-dpp1i.e~ of  petroleum, 

small park of  donestic  requirements. 

Euman Resources 
" 

5 *  A t  the end of  t h e  first-half of 1970 t h e  
mmbered I4,467,000 of  wham 9,913 ,OGO 1l.ved in? t h e  
a d  4,554,000 i n  Slovakia. There is  an average of  
pe r  square mile (324 1.11 t h e  Czech lands and 236 i n  

population 
Czech lands 
2%) people 
Slcvakia) 

bhich -is rather  Gsre tha.n t h e  East European average of 266.- 
Vlver the   pas t  k 2  years the  natural   population grow"lh.nas 
decreaged by scme T;?h't m d  this  i s  giving  cause f o r  concern, 

% N L T  O- ,=T I A L 
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esp&ci.ally as t h e  h i r t h  r a t e   n ~ w  appears t o  have  dropped below 
the  death  ra te ,  This i s  p a r t l y  due t o  the  great ly   increased ' 

incidence of abort ion,   . for  example in   t he   f i r s t -ha l f :  o f  1970, 
34y6 of pregnarzcies  were temina ted ,  A recent  survey showed t h a t  
while, i n  o r d w  t o  maintain a population  increase,  every. 
fmi?:y shou ld  have an average of 2 ,5   ch i ldren ,   in   fac t  only 5,,5% 
of marr ied couples wanted a th i rd   ch i ld ,  The present  average 
i s  2,8 per  S'lovzk f a n i l y  and 1,7 per  Czzch oneo A fu r the r  
cause or" population  dec9fne is emigrat$,on. .In 1957, about 
1.3,1',80 people  departed, compared with'abou-t 8,000 the yeax- 
before,  ascording t o  0.f.ficj.d  Czechos'lcmk  &at2.stics0 . It i s  
pro'bable that st l e a s t  50,000 mig ra t ed  or fa i led.  to . re twaz fx*om 
visits abroad during 1966-69. 

I 

l i '  

. 6,  Not o n l y  i s  the  population  beginning t o  decline,   but 
nEmbers 02 working age are   decl ining even rn0L-e rapidl.,y. The 
nimber of workers in   the  product ive  s2here dropped frsn 8303% i n  
1950 t o  78@4% i n  196g0 I n  1969, whcn the  natural  increment was 
64,000, t he re  was an increase of X 5 9 0 0 0  persons of pensiona31.e 
age, At t h e  end of  1969, there  weye nearly.  sevea mi3.lf.on eqXioyea  
pe,-sons i n  Czechoslo'vakia-, 4T/0 of  -&on weTe  wonello A t  t,he end 
or" th.e s m e  year t he re  were 87,009 labour  vacancies, of  which 
67,033 were i n  the Czech landso Accor$-ing t o  m o f f i c i a l  
stateaen-i; airbout t h e  economy i n  1970, 1abou:r lmpplies were 
exhaus'ced l a s t  year,  especid.1.y i n  Czech Palads, and the   increase  
i n  wcrkers in construction f e l l  below plan,  During the  next 
Five-Year P lan .  (1971-75) it i s  es t imated   tha t   there  w i l l  be an 
increase of  only 25,000 men and lOC,OOO women of working 2ge 
i n  tlze Czech landso EmpLoyed pensioners are  t o  be ai.lowed -to 
r e t a i n  pa r t  o f  the i r   perx ion  t o  encourage them to WCII% and thus 
r e l i eve  some of the shortages. 

7 ,  The population i s  now ove? 60% urban,  an  urban-arec. 
being.  classed as one with more than 2,000 inha5itani;s, I n  1967 
over 1% af t he  popda-kion  lived in t h e  six metropolitan  areas 
UP Prague, Bx*no, Bratislava,  Os-Lrava, Plzen and Kooice,  Recently 
tkere has bean a third  attempt -to rese t t le   the   border   a rehs  
(tic, p,sevious attempts  having  been made i n  1945 and the  mid-1950s 
i n  par'ticular t e  encourage qwdif ied  people  ' t o  move there  by b 
of'fer9.rig reset-tLement  bonu.ses,  higher wages, and guarmteed 3 

acccmedzt ion,   In  1945, 3,325,000 people   l ived in the  border 
areas, but  t h i s .  had drpo ped t o  2,618,424 i n  l966 ( l e s s  than 2@6 
of the   to ta l   popula t ion  P ,. 
Eclucati.on 

. .  

8, There i s  at; present a compuleory  nine-year  pericjd o f  
education7  consisting of  mA unspeciali.izeci  prjbnary period and a 
s p e c i d i z e d  secoRdary  period., I n  a recent  ;;peech, t h e  Czech 
Minister of E d u c a t i ~ n ,  J, Hrbek, suggested  that  the  secondary 
p e r i o i  might be pxwlonged at t h e  expense  of the  primary or evenl. 
t h a t  a t o t a l  of 11 compulsory years  might be-  cor,sid.ered, A t  
Present   there   are  4.0,OOO pcpils  mdergciE.g  pre-school  education; 
2,1008000 pr2aary  pupils;  660,000  secondary; 200,000 a t  technical 
schools; 350,000 at   aFFrent ice  schoo1.e; 40,000 mivers i ty   s tudents ;  
and a fu r the r  100,000  persons  engaged i n  part-time  studies w h i l s t  
employea. OrGy 35% of pQpils  compl.ete their  secoxlary  edecakion, 
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9. , The au thor i t ies   a re   re in t roducixg   po l i t i ca l  

x indoctr inat ion  into  school   c lxr icula  and fairly s t r ingent  
mecc*swes were introdtlced a t  th2 begiraing of  t h e  1970-71 school 
year, Despite a ssvepe  skortsge of teachers,  many were dismissed 
and l a rge  rxmbers moved - scme t o  schools a t  sorile distance Îrom 
the i r  hones, 

10.  According t o  Czechoslovak official s t a%is t i c s ,   na t iona l  
income has been  growing  sonewhat e r r a t i c a l l y   m e r  the pa& €We 
yearso and I"e1.1 short  of  t h e  1970 l e v e l  as proJected 'UJ t h e  
revised  version o f  t h e  1966-70 Five-Year Plan, 

: Na-Jional  Income 

Per   cap i t a  
3L $ i nc rease  +4.8$ +?.O$ +6.0$ - k 4 * 8 $  

f planned 

11, Using t h e   o f f i c i a l   c a t i o n a l  income val.ua?;ion as a 
basis, it i s  possible  -to obtain the  approximate gross nat ional  
product (GNP) on t h e  following l ines :  

b i l l i c n  Kcs, 

Factor  Cost 
"" 

1965 
crylvlvcl 

" 1967 l968 
sliyiill 

M A T O .  . Ç O N F I D E M T I A ' L  
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., . 
J 

L 

" 1956 L%a 1969 

2505 26,7 27,6 2d,4 
+ 4,Yh + 4,7% + 303% + 2,974 

" 

F e r  capita GXP rose from $lpt330 i n  1368 t o  $1,970 i n  1963.. The 
coa;larable figures for East Cemany ( the  East Europear, cou.?try 
most sese;i~hl.ing Czechoslovakia .in this respect') were $1,850 and 
$2,C>ZC respect ively,  The widening gap represents a decrease i n  
t h e  Czechoslovdc growth ra te ,   ra ther   than  an i n c r e a s e   i n   t h e  
East German oneo 

1-2, In  coq?ari,son  with  Western  coua-tries,  per c@tz  GNP 
i n  Czzchoslavdcia most resembles that O% J q a n  ($1.,950 ir_ 1969) 
a d  i s  sorn.~vikxt lower than  thsse of  t h e  United Kingdm and t h e  
Netherlands ($?,(il0 ar,d $2,420 respect ively)  D However, such 
comparisons are  misleading as ind ica tors  of rvXLat.l.ve standards of 
l i ~ i n g  or' economic strengths,  Much o f  t h e  production included 
'U?.dea the Czechoslovak GXP .for example i s  of  relatively ii:,ferior 
qaslli t y  

L -  N A T 8  C O N F I D E - N T I A L  
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N A T O  C 

Economic Refoms 

13, Tie Czechoslovak reform programme ("ne  %ew system of 
planned management") o u t l i n e d   i n  1965 was impleinented very 
quickly and at   the   beginning of  1967 twcnty  d.6tailed  Articles 
on '#General  Cmclitions of Erckerprise Management" ( i ssued-by   the  
Govsnment i n  1.966) were irrtmduced  into  industry, b.cx_il.d.i.ng and 
clonestic t r a d e o .  The naSn: z ia  was t o  c rea te  a Tleexbble economic 
system i n   \ d e c h  denand w m l d  exercise far more. influence  over 
the  producer  with. a .more r e a l i s t i c   p r i c i n g  system fcrc ing  
enterprises  to  reduce  costs and i rxrease  product ivi ty ,  It 
i.nvolved su5s tan t ia l   decent ra l iza t ion   to   en te rpr i ses ,  changes i n  
the   a l loca t ion  of capi ta l   resources  an-d-.'tke subs tan t ia l  
res t ruc tur ing  of an economy m,m€elle.d on, and c l ea r ly   t i ed .  to, 
that of  t h e  USSR. 

14, The .Action Programme of April 1968, a p o l i t i c a l ?  
soc ia l ,  legal .and economic  document, - r ea f f i r a sd   t he   p r inc ip l e s  

. ' of  the  -1966.Decree  but  highlightsd  the new impartance of the  
consmer,   the  move  awzy from egs l i t a r imism ia the  wage 
structt1!e,  the  concentration a t  the  centre  on macro-econcmic 
decisians and t h e  r e l a t i v e  independence o f  the  enterpr ise .  I? 
eavisaged  the 0perxLn.g of  t h e  economy t o  world msrkeks inc1u?-ing2 
ul t imate ly ,   conver t ib i l i ty  of  the.   currency,  the  raising 05 
living  standard.s  (including  the  introduction of  a five-day 
working week ct. t h e  end of  . lg68) .  and..tlre  need t o  reduce  the 
.Lmdue coccentration o f  i w e s t m e n t   i n  heavy indlx t ry  and r a i s e  
investment i n  such scc-tcra as housing and servicesI  

15. .Various problems arose  in  implementation of  t he '  
Czechoslovak economic refol-m measures. The reforms were '.. 

inadequately  prepared and hGclred any complete theoret ical   nodel  
Planners  misapplied the c o w e p t  o f  . g r o s s  revenuea i n  whose 

were mistakenly  included.  Another problem was t he  fai$vTe of 
market  cor,di.ti.ons t o  develop when administrative  controls '  were 
l i f t e d ,  However, t h e  main deÎect o f  t h e  CzechosLovak economic 
reform  measures which  were possible  t o  -in;pLement, was that -the 
f inancial   resources  of ente .qr ises   incr tecsed t o o  ra2idly,  we11 
above plan, By February 19C/ it was c lea r  that  the average 

, . increase i n  wholesale   pr ices   in  indust:py  and t ranspost  was much 
higher  than pi.ammed, 29% .i.nstead of 19%. The taxes  on 
en terpr i ses  h3.d been careful ly   adjusted t o  t h e  p r i ce  revis ion 
with  the ob3ec.t cf si3hcnLng o f f  t he   en t i r e  p.t-of'it resulLing 
from t h e   p r i c e  re fom i t s e l y o  Only irxrea.sed  effectiveness 
i n  cornpariscn wS"C;h 1966 would in   t heo ry  yield a re turn  for 
er;terprises, t h u s  giving tnem moms a t  t h e i r  mm &i.sgosal, This 
aim WÜS never  achieved zlad t h e   p r i c e  r e f o m  was mainly 
responsible - it had been  prG?ared too  hurriedly,  by groups 

. ra ther   than  j.ndivl.dt:.al p r o d w t s  - md  Enterprises were able t o  
. r a i s e   p r i c e s   s u b s t m t i z l l y .  

. . .  calculat ion u~lf inished production and unsold f inished profiucts 

N A T O  C O N F I D E N T I A Q  
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16, HUS& was faced i n  A p r i l  1969 with a de te r iora t ing  
ecoEom,,-r, si,tua-t;ion which was p a r t l y  connected with t h e  afternia-L-il 
of the  Soviet   invasion  but was rooted. maLnly i n  a r e f o m  
prog--;3inme wu-ch  had become out-of-hand, Party and Government 
control  over  the economy was weak, enterpr ises  were not O n l y  
amj.nl,stratively  very  independent  but were increasing their  
f-Jnaqcf.aZ resources  well above p l m  and through  high bongs 
rspe:l.Ls and large  investment  pro:ects  intensifying  inflationary 
press-cA?r"eso Indus t r i a l  grow-kh was low w ~ d  t h e  ragi2.l.y  :expanding 
domestic  market was at t ract ing,   addi t ional   imports  .and a f fec t ing  , 
export  capacity, 

a t i o q y E & s s a  - 1.92 
17, Economic policy  since April 1369 has  concentrated on 

reasserting  strong  control  over  the economy  by the   cen t r a l  
a&rninistrative  organs, The irmedia-te i n f i a t lona ry  problems 
were tackled by attempting t o  r e s t r i c t  new investment  projects 
dn.d S.t&te  budgst  expenditure; by regulating wages;  and by 
res%ric+;ing o r  cancel3.ing cer ta in   scbs id ies  and tax exemptions 
t o  ewterprises,   In view o f  the  inadequacies of the pm;ice 0 
reforms, it was a l s o  considered  that-   strong,er  central  cont ro l  

'had to t e   r ea s se r t ed   ove r   p r i ces ,  These  so-called 
nstabiLizationvl measures  were  promulgated at a Party  Praesidium 
which met i n  May 1969, The r e s t r i c t i o n s  on investment a l d  
bucigetary  expenditure  .were the   l eas t   wel l -def ined  of  th.e 
measu;.es, but it was s t ipu la t ed   t ha t  Gov er-ment  control was t o  
be  strengthened  over new construction and l a t e r   i n   t h e   y e a r  it 
was armynced  that  where work on a proJec-t. w a s  b e g m  before 
10i;h J m e ,  1969 it would be  financed  witvlin t h e  llmits ap,proved 
by the   p lan   d i rec t ive  . f o r  19Gg0 Eouaing  construction, h.cwever, 
was t o  continue t o  rece ive   par t icu lar   a t ten t ion ,  EL:.dge,tary 
e:q)endi-bm-e bp both  State  and. Pecal Government o ~ g a n u  wzs t o  be 
c.u:t by lO%?. but t h e   r e s i d t s  of t h i s   a r e   d i f f i cu l t   t o   a s ses s  
fol lowing  the  introduct ion  in   ear ly  1969 of separate  budgets f o r  
t h e  Czech l a l~ I s  and Slovakia in   addi t ion   t c   the   .Federa l  budgst. 
An attempt was made t o  penal ize   ineff ic ient   entel lpr ises  which O 
,WOl i ld  no t  be  allowed t o  ra ise ,  whol_esale prices  unless by so 
dcii'lg they waulcl increase  their   exporting  poter, t ial  o r  a l l o w  a O 
decrease   in  S-kate bu2.get scbsldies ,   Fai lure  t o  abide by such 
conditions w.oLAd r e s u l t   i n  banuses  not  being  paid. Wage ce i l ings  
were t o  be  ifiposed i n  such enterpr ises;  tax was t o  be  doubled 
if wages were allowed t o  r i s e  by  more than 5% and was t o  be 
r a i sed  fou.rfold if 'al.lowed t o  r i s e  by  rriore than 796. Ercphasis 
W a s  put on increased  labour  productivity which was r i s ing   very  
Slowly  (by only 2h i n   t h e  f i r s t  two months of  1969),   partly due 
t o  the  introduct ion of the  five-day week, ( l a t e r  in the  year it 
was suggested  that  going back t o  the  six-day week could r a i s e  
Producti-vity by as much as 6%) B Real wages rose by 5,% during 
the   f i r s t -ha l f  of 1969, but only by 3.8% for the   en t i re   year ,  

c 
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N A T O  C O N F I D E N T , i : A L  Y 

-1 3- 

removal of about Kcs. 4.8 b i l l i o n  of  
on some indus t r i a l  and food ar t ic les   increased  the.  

c-~(7.1)10 

State   subsidies  
ir r e t a i l  

pr ices ,   but   there  were t o  be reductions i n  t he  pr ices  of cer ta in  
other   basic  i tems,  The range of  f r e e   p r i c e s  was revised and some 
productx were r ec l a s s i f i ed   i n   t he   ca t egory  o f  l imited  pr ices .  
These p r i ce  changes had the   e f f ec t  of mis ing  'the cost  of l i v i n g  
by leTh t o  3.1% i n   t h e   v a r i o u s  s o c i a l  and income groups, Further  
pr ice  changes-, affecting  both  wholesale and r e t a i l   p r i c e s ,  were 
announced l a t e r   i n   t h e   y e a r  snd  involved  the  introduction of 
"stop-prices" o r  m a x i m u m  limit pr ices  f o r  many items previously 
i n   t h e   f r e e  pr ice  range;  wholesale  prices were t o  be  as  those 
va l id  on 1st January, 1969 and r e t a i l   p r i ces   a s   t hose  on 
30th  June,. 1969, .Prices. were to .  f a l l  in to  f o u r .  general . . 
categories: 

(a) f ree   pr ices ,   involving a very  small  percentage of 
wholesale goods  and  between 5% and 10% of r e t a i l  ones 
(previously  they accoun-ked for 30% of t h e   l c t t e r ) ;  

(b) f ixed  pr ices ,   about  25% of  wholesale and 40450% of 
r e t a i l ;  

(c) maximum limit p r i c e s   ( i n   e f f e c t  similar to   f i xed   p r i ces  
as they allow downward movement only); and 

(d) prices  l imited  through agreements. 

T h i s  l as t  category  covers 25% of  a l l   p r i c e s  and i n  some cases 
pr ices  can be adjusted by agreement  between the   en te rpr i se  and 
purchaser  without  further  intervention from the  Price  Office.  
Despi te   the  favourable   off ic ia l   l ine   regarding  effect iveness  of 
tbe  price  freeze, ,   there is an obvious  shortage o r  non- 
ava i l ab i l i t y  o f  cer ta in  lower- r iced  goods  (which kas been 
confirmed publ ic ly  by Strougal P . The forced s h i f t  t o  higher- 
pr iced goods with no corresponding  quali ty  increase  represents 0 . . a hidden  cost-of-living.  increase.. Also., an o f f i c i a l   i nqu i ry ,  - ~ . _. 

l n   l a t e 1 9 7 0  uncovered a large  nmber  of i l legal   wholesale  
price  increases.  O 

2 19. Many of '   the  problems which had been evident   for  some 
time i n   t h e  economy continued throughoGt 1969, . Although the  
Goverrment saw their   solut ion  through a reasser t ion  of central  

the  pre-reform bureaucratic  administrative methods, bu* tha t  a 
combination  of  directive  nanagenent and economic stimuli WO-dd 
be  needed. 

<, contrciis Hus& s t a t e d   t h a t  this would not  irwolve a return t o  

20, Productivity w a s  a major i s sue  and was t i e d  up with 
the  general   labour  si tuation which  had  been ge t t ing   s teadi ly  
worse.  There was (and i s )  a ser iow  shortage of l abour   i n  many 
crucial  sectors  such  as  coal  mining,  housing  construction, 
bui lding  mater ia ls   construct ion,  and t h e  development of border 
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areaso LabolIr misal . location  results  not  only from management , 

inefficiency  but also f rom inadequate  trans>or-ta-tion and housiEg, 
p lus  worker  rel.uctance t o  re loca teo   In   addi t ion  t o  the  general  
ohor-t;age and bad organization of labour? work d i sc ip l ine  was poor 
mAd the  five-day week system  had  been  serious3.y abused i n  mmy 
CasesY Worker disillusionment was probably a. f a c t o r   i n  
un;reliabj.lfty of t he  work fcrce,  The e f fec t ive  workiry5 week 
was said t o  cons is t   o f ten  o f  only  three and a half o r  f o u r  days 
o r  less .  The problem of Wc3rkersq Councils (whicln had  developed 
a considerable  inZluence  over  managerial,  policy i n  sorae 
en.fc;er?prises) was a l s o  'considered i n  October. 1969 .it. was ' ' 

decided tha t  no  new ones would be s e t  up. The o r ig ina l  
araouncement i n   t h e  Spring o f  1968  permitting  the  establishment 
o f  these  councils,  intended tha t  they  be 0iil.y experimental. The 
period of founding was t o  end a t   t h e   c l o s e  of 1968, but it was 
l a t e r  decided t o  approve any founded  before  the end of March 1963 
i n  order t o  Vav0i.d needless  conflict^^^, Howeverp all Workers! 
Cotmcils were f ina l ly   abo l i shed   i n   June  1970, 

21, I n   s p i t e  of  t h e   s t a 5 i l i z a t i o n  measures  (which  can  be 
said t o  have  been a t  least   par t ia l ly   successful) ,   inf la t ionaxl j r  
pressures were evident throughou'c' 1969 and investment i n  
pa r t i cu la r   ro se  f a r  above the   p lan  (10,596 instead of  5%) a 

Consumer goods continued t o  be i n  short supply whilst t h e  
purchasing power of  the  population  rose  rapidly. Housing 
construction also f e l l  well short of  t h e   t a r g e t  p mostly  due t o  
a shortage o f  building  materials and o f  manpower, In Prague, 
f o r  example, on ly  45% of the  planned f l a t s  were  completed, and 
at l e a s t  10,000 employees  were sa id  Lo have l e f t   t h i s   s e c t o r  
during  the  year .  The 1970 plan,  thesegore, i s  putting 
.consïdera'ble  emphasis on the  production of consumer goods (i.f 
necessary, t o  be manufactured by factor ies   not   previously 
engaged in   t he i r   p roduc t ion )  and on housing construction which i s  
planned t o  r i s e  by 26%, 

The I?wn-k Posi t ion  

decreasing growth. r a t e s  of - re ta i l .   pr ices  (0.,4%) and money wages (4% O 
'in 1970. The s t a b i l i z a t i o n  measures  taken i n  1969 were essent ia l ly  
short-term  disinfiationary  action and the  necessi ty  f o r  c e n t r a  
ac t ion  on t h e  economic f ron t  harmcnized well w i t h  politi.ca3, 
measureso The longer-term  nee6 was t o  dea l  with *e I.r;ain  CalIse .F  

of the   id la - t ionary   p ressures ,  namely the  imbalances  between 
ente-rise  taxation and p r i c e   l e v e l s  and between  excessive wage 
increases  m d  inadeqGate  produclion, This defect of t h e  1966 
economic r e f o m s  w u l d  have necessi ta ted  act ion by even the most 
l l refomist t t  adminis t ra t ion,  

22, Some success i n  curbing  inf la t ion i s  shown by the  

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

~ 1 5 -  d C m  

23, A new law on enterpr ise  t a x a t i o n  came in to   fo rce  on 
1st January, 1970 and was designed t o  control  expenditure, t o  
discourage  excessive wage increases,  and t o  encourage t h e  
eff ic ient   use   of  manpower. There a r e  four dist inct   taxes:  

(a )  a p r o f i t s  tax. This is  a t  present a f l a t  r a t e  of 65% 
(o r  85% i n  ce r t a in   f i nanc ia l   i n s t i t u t ions )  , but a 
progressive tax w i l l  be tes ted   exper imenta l ly   in  
cer ta in   en te rpr i ses ;  

(b) a property  tax o f  5% ( t o  be  applied t o  an enterpr isePS 
as se t s  whether  they were supplied by t h e   S t a t e   o r  
acquired  'by  the  ehterpr ise   i tselr - ) ;  

(c) a progressive  tax on the  volume o f  wages;  and 

(d)  an  independent  flat-ra5e  contribution of 25% f o r  
social securi ty ,  

A t  present  these  regulations do not   apply  to   agr icul ture   but  
they w i l l  apply t o  t h e   e n t i r e  economy from -1971,  althou.gh the  
burden on Slovakia will be   ra ther   l ess   than  tha t  on t h e  Czech 
lands,  Investment w i l l  tend t o  be  concentrated i n  Slovakia, 
but, i n  theory at  l e a s t ,  w i l l  be s t r i c t ly   con t ro l l ed ,  
Throughout the  country  further  investments w i l l  be l imi ted  by 
the  introduction  of a licencing  procedure f o r  construction, 
Nevertheless,  control of c a p i t a l  investrqent i s  still an admitted 
weak spot and w i l l  cont inue   to  be a problem as industr ies   use 
pressure   (po l i t i ca l   o r   o therwise)  t o  wil? exceptions, 

24, The other  main measure - t h e  "temporaryn p r i ce   f r eeze  
which i s  now expected t o  remain f o r  a t  leas t   another  two yu oars - 
was a confirmation  of t'ne decree o f  Ju ly  1969 and -affects  both  
wholesale and r e t a i l   p r i c e s ,  Wholesale p r i ces   a r e   f i xed  at 
t h e i r  1st Januay ,  1969  level., and r e t a i l   p r i c e s  at  the  30th June 
l ev& There i s  t o  be 'no corresponding wage f reeze  .although 
the  planned  increase i n  the  average  industr ia l  wage i n  197a 
(2,9%) i s  rather   lower   than  in   recent   years ,  

The F; l tye  

a 
e 
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.. 25, The present  administration has s t a t ed  that it intends 
t o  r e t z i n  parts of  t'ne reform programme and makes some 
d i s t inc t ion  between the  reforms of 1966 and the  Action Progrrmme 
of 1968, It  i s  q u i t e   l i k e l y  that  enterpr ises  will cont inue  to  
operate t o  f inanc ia l   ind ica tors  .such as p r o f i t a b i l i t y  and the  
use of bank credi ts   in   investment   f inance w i l l  pmbably  remain,, 
though their   proportion  of t o t a l  investment i s  unl ike ly   to  
r i s e ,  But the  annual  plan i s  again  binding on enterpr ises ,  
the i r   adminis t ra t ive  and f inanc ia l  independence w i l l  bs very 
s t r ic t ly  controlled and t h e   p r i c e  system i s  l i k e l y  t o  be r i g i d  
f o r  the  next  f e w  yea r s ,   Imp l i c i t   i n   t he  1966 and 1968  reforms 
was the  phasing  out  of uneconomic product ion  l ines  and grea te r  
spec ia l iza t ion   bu t  this w i l l  now be much more d i f f i c u l t ,  Changes 
t o  t h e  economic management s t ruc tu re  w i l l  probably  continue t o  
be  very  cautious, 
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26. A major i s s u e   i n  1970 has Been that  o f  manpower 
ut j - l iza t ion  and deployment, together with the   re la ted  problem 
of materials  usage, A s  r ega rds   t he   l a t t e r ,  it was estimated  that  
a 1% saving on all materials  used would represent  apprmimately 
K C S ~  2900c) miZlion a year. T’his could  partly  .be  achieved by t h e  
introduct ion O% new designs and technologies and t h e   u t i l i z a t i o n  
of the   qu i te   cons iderable   indus t r ia l   s tocks   ly ing  i d l e ,  but would 
a l s o  require   great ly  improved management techniques which do not t. 

appear t o  be  forthcoming in   the   foreseeable   fu ture ,  

27, The application o f  working  hours has been ge t t ing  
s t ead i ly  wGrsep an6 i n  May  1.970 it was estimated that i n   t h e  
majority o f  cases  they were only  being  exploited by 83%. A 
10% improvement would represent a saving  of  tens of  thousands 
o f  workers,  especially in   the   impor tan t   sec tors  of  machine- 
building and construction. New measures t o  iaprove  the  s i tuat ion 
included  tne  introduction of  fou r  unpaid  working shifts throughout 
the  year  (marly enterpr ises  seem Lo be  unable t o  fu l f i l  t h e i r  0 
pians wi th  only  f ive working  days a week) and a 10% c u t   i n   t h e  
administrative st&f of minis t r ies ,   indds t r ies  end enterprises.  
One aspect of  t h e  redeployment of 1a.bour has  been  the  creation 
O$ localized  redundancies, and new laws have  been  passed t o  ease 
the   t rans i t iona l   per iod .  ‘Compensation t o  workers forced t o  meve 
t9 lower-gaid jobs w i l i  be paid f o r  the first three  months and 
f o r  i3. fur ther  maximum t r a in ing  per iod of another t h ree  monthso 
E f f o r t s  t o  reduce  administrative staff have  been-of  dubious 
effectiveness  because of loopholes: meany staff members were 
s imply  reciassif ied as labourers and, in   severa l   cases ,  normal 
a t t r i t i o n  was counted as par t  of the 10% cut ,  

28, An addi t ional  problem has  been  the amourit of  work-tine 
l o s t  through.sickness and absenteeism. I n  1969  absenteeism was 
said t o  be  responsible f o r  t h e  l o s s  o f  naarly 80 mil l ion working 
days  (an  increase of 20% since  1960) ana by June  1970 an average 
o f  200,000 workers a day  were absent  because o f  sicknesso ,Some 
20% of  the  absenteeism was said t o  be for reasons  other  than 
hea l th  and i n  mid-1970 measures  were  introduced t o  prevent  the 
abuse of  the  heal th   insurance and related  systemsG It was 
estimated that  i f  sickness and absenteeism  could be reduced to 
t h e  1967 l eve l ,  it wotild be t a t amoun t  t o  an addi t ional  35,000 
workers i n   t h e   y e a r  (1970), 

m 
c 

_. 

Inve- 

29, The problem of the  voltline and effectiveness of 
investment  coxtinues t o  plague  the Czechoslovak economy, and i n  
1969, 23% of  gross nat ional  income was d i r ec t ed   i n to   cap i t a l  
cons t ruc t ion ,   In   the   f i r s t -ha l f  of  1970, the  value of  investment 
rose by. t o  about Kcs, 37 billi’on which  though  well above plan, 
showed some slight improvement i n   t h e  number o f  p ro jec ts  .completed 
and put into  operat ion,  The genera l   t rend   in   the   pas t   has  been 
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a t o  place  considerable  emphasis on increasing  the  capacity of 
the  metallurgical,  power, and engineering  ïneu.stries t o  the 
detriment o f  consumer goods and food processing,  Investment 
i n  t h e  food industry has i n   f a c t  been  declining it const i tuted 
9% of  investment   projects   in  1967 but had f a l l e n   t o  6% i n  1969, 

3 0 m  I n  1970 the  increase  in   investment  slowed down t o  
6.1% . a f t a r  .two years of  10% growth, Over the-   pas t  few  years, 
the  volume of  incompleted  projects t o  those  completed has r i s e n  
considerably, and t h e  1970 plan has attempted t o  solve this. 
problem by lowering  the  planned growth r a t e  o f  investments, 
by reducing  the number o f  new pro jec ts  and concentratjmg on 
previously.   s tar ted bu% sti l l .  unfinished  projecks. . .At. t h e  .same. 
time the   s t ruc tu re  of investment i s  t o  be al tered,  a great- 
share ( m  increase or^ -%j being  allocated t o  t h e  buildirlg o f  
schools,   hospitals,  roads,  communications and p a r t i c u l a r l y  
housing (whose share i s  t o  increase by 30%)," Investment i n  
agricultur.e  has  been  cut down s l i g h t l y  and i s  t o  be  directed 
t o  projec ts  which do not demand ma te r i a l s   i n   shos t  s~pp1-y 
(i.e.,   building  materials), No investor  i s  allowed t o  begin a 
project  without  the  permission of  the  appropriate  superior organ 
and s teps  will be  taken t o  ensure  that  the  necessary means f o r  
completing the   p ro jec t   a re   ava i lab le ,  The cap i t a l   r e tu rn  on 
investinent is s t i l l  poor and has remained v i r t u a l l y  s ta t ic  
over   the   pas t  few  years.. The curbs now imposed on new 
iwestnents   should have the   des i red   resu l t  of  cu t t ing  down -the 
number of  projects ,   but  t o  be really effective  investments m i l s t  
a lso  improve qua l i t a t ive ly  - a much harder  goal t o  achieve and 
one which cannot be resolved  simply  through  the  application 
of centralized  planning  procedurès, 

Standard of  LivinL 

31. The Czechoslovak standard of   l iv ing  has undoubtedly 
been r i s ing   bu t   t he re   a r e  s t i l l  several  consumer commodi-ties i n  
sho r t  supply. and the housing.   s i tuat ion.  i s  .far. from adeqmte, 
I n  1970 outprrt o f  consumer goods i s  said t o  have r i s e n  Wb - a 
five-year  record and a Tas te r  growth r a t e  t h m  tha t  reg is te red  
by producer goods. Nevertheless,  real. wages md r e t a i l  t rade  
reportedly  increased a t  -the slowest pace i n   f i v e   y e a r s  - 1% and 
.2.2% respectively. Any differences between t h e  Czech lands 
m d  Slovakia  are  gradually  dissppearing; pe r  cap i ta  incomes i n  
both areas have become very  close, and the  heal th  and echcation 
services   ( in   theory a t  l e a s t )  have  been  equalized,  There  are, 
f o r  instance, 6.57 hospital  beds  per  thousand  inhabitants in 
Slovakia, and 7,87 i n   t h e  Czech lands,  

. .  

32, Money incomes of  the  population have  been  growing 
very  rapidly - by  more than 11% over  each of  t he   pas t  two years, 
Production  increases  have, however, not  been  able t o  meet t be  
new l e v e l  of  demand and a r i s e  of o n l y  5*2% i n  monetary  incomes 
i s  planned f o r  19700 The r i s e  f o r  t h e  first-half of  1970 was 
in f a c t  4.3% (two thirds of which came from wages as planned) 
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Pensions were  ad,justed at  the  beginning  of 1.969 which resul ted 
in t h e  peEsicnei"s stardard  cf l i v i n  rising an  average 8%; 
and in July l970 -t:he lowest  pension 7 a f fec t ing  7Oc1,OGO people) 
was ra ised fsom Kcs, 442 t o  Kcso 500 a month, tne  average 
pension  being  about Kcs. 845 a month, 

- l  
J 

33. Monetary  expenditure of the  populathon grew by 2.9% 
i n   t h e   f i r s t - h a l f  o f  1970; while  the  increase in savi-ngs 
deposits was 24Q6%o This l a t t e r   f i g u r e  may have  been p a r t l y  
influenced  .by  the.   introduction .orE. a .high . i , n t e r e s t . r a t e  , f o r  
long-term deposits and a bonus savings  plan  designed  particularly ~ 

f o r  young people,  but it was l a rge ly   t he   r e su l t  o f  severe 
s h o ~ t z g e s  i n  the  supply o f  some consmer  goods,  There  have d 

been  shortages  both o f  consumer durables and of food, Towards 
t h e  end o f  1969 t h e  Government prohibited  the  export  of meat 
and l ives tock   in   o rder  t o  improve supplies il?. the home market, 
and ear ly   in .  1970 it was suggested  that  a 203%- e x q o r t  levy 
should be  imposed  on items i n  sho r t  supply, Many consumer goods 
(including  food) were  imported az te r   the  bad 1.469-70 winter 
b u t   i n  maRy cases  they were prohibitively  expensive,  There O 
are  shortages o f  many small housekiold i t e n s ,  washirig nachines, 
ba t t e r i e s ,  furniture and passenger  carso A t  the  beginning of 
1970 t he re  were  320,000 applicants f o r  a new ca rp  onZy one t h i r d  
of  whom a r e   l i k e l y  t o  be s a t i s f i e d ,  Many working women are   sa id  
t o  be taking  t ime o f f  work i n   o rde r  t o  queue f o r  comodi t i e s  in 
shor t  su?piy, Nevertheless   thzre   are  now 75 t e l ev i s ion   s e t s ,  
60 vacuum cleaners, and 79 washing machines per  100 householck 
i n  Czechoslovakia. 

34, The main shortages .in food a r e  of pork and veal 
(but,  scy the   au thor i t ies ,   there   a re   p len t i fu l   suppl ies  of  cheap 
chicken) and this i s  p a r t l y  because per  cap i t a  neat conswption 
has r i sen   very   fas t   over   the   pas t  few years. In 1968, an 
average 65*6 kg of  meat was consmeci per   capi ta ,  3 kg more than. 
the   l eve l   an t ic ipa ted  f o r  1970; and i n  1969 the  average  daily 
ca lo r i f i c   i n t ake  was 3,050-3,150 ce lo r i e s ,   s a id   t o  be  about 
200 more than  the  required  physiohogiczl optimum, although 
vegetables, and f r u i t ,  farmed an i n s u f f i c i e n t   p a r t  of the &-et;, . 0 

0 

c 

35*  Average  nominal wages grew by 306% i n  the   f i r s t -ha l f  of .- 1970,  which was r a the r  more than  the  planned  increase of 2*6% 
f o r  1970 as  a whole. However, the  trend of the   pas t  few years 
has   cer ta in ly   been   reversed   ( the   incremes   in  1968 and 1969  were 
8.2'3 and 7,4% respect ively)   largely due t o  the  re introduct ion of 
the   cen t ra l   regula t ion  of  wages i n  1969, The main problem now 
i s  seen t o  be  the  l inking o f  wages t o  the   qua l i ty  and quantity 
o f  work done, The average  industr ia l  wage i s  now about 
Kcs. 1,867 a month; the  lowest   ra tes   being found i n  the  garment 
and t e x t i l e   i n d u s t r i e s  (Kcs, 1,500-1,700) and ' the   h ighes t   in   the  
f u e l  and metal lurgical   industr ies  (Kcs, 2,100-2,580) 
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36, Agricultusai, wages are  gradually  being  brought  into 

l i n e  with t h o s e   i n  kaa,d-i=tz;t?y and by 1.970’ should  reach 92% of  the  
indus t r i a l   l eve l ,  T h i s  fc/ll.ows m overall  review of 
zigricultural wage regCLat%.cns  which became effecti-Je a t  t he  
begimdng of  1967 and which included  changes i n   t h e  
c l a s s i f i c e t i o n  of workers and a consideration f o r  t he  
introduct icn of  overtime  pay. 

5go Czechoslovak  agrictLl.t;ure i s  divided in the  main 
between S t a t e  Ïarms a d  co-operatives,  although  private  farms 
are s-t?.ll of some importance. A t  the  beginning of 1969 f o r  
excaple,  they  accourited f o r  about 9% of t o t a l  ag r i cu l tu ra l  l m d  
and nearly 2i3% of t o t a l  oukput. I n  1967, about 6,400 
co-operatives (4,300 in the  Czech land?) farmed 4,270,000 
hectares  whilst about 550 S t a t e  farms (250 i n  t h e  Czech lands)  
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covered  about  2911.0p000  hectares. The ayerage  size of a .  
Co-cperative was therefore   ra ther  l e s s  than 700 hectares,  
al though  the  trend i s  t o  increasing  s ize ,  ' w h i l s t  t h a t  of a 
State farm was about 6,000 hectareso Meabers  of a co-oyerative 
who have regis tered  their   prcperty  are" 'en-k; i t led t o  permanent 
employment, bct  t he   S t a t e  farms  use  hired  labour, TkLere has 
been a ce r t a in  amount of d i f f i c u l t y   i n   f i n d i n g  men of suf f ic ien t  
knowledge and a b i l i t y   t o  manage the  large-scale  %ate farms, 

40, Modern trelzds i n  a g r i c u l t w e  and the  d.%minishing 
labov,s force make it imperative t o  in5roduce. rn.023 mech*dzat ion 
as e f f i c i en t ly  and rapid-ly as poss%bl_e, TPle d-ifficulty  here i s  
t h e  %r?-ability of Czechoslovak industry t o  provide  the 
necessary  equipment, This p a r t l y  s t e a s .  frorr th3 problems 
followir,g  varioGs  agreements  under which the prod~cCLon o f  grain 
k a w e s t e r s  was transf  etred t o  Hungary, ' t ha t  of straw-hzndling 
machinery t o  t h e  GDR, windrowers and similar items t o  ELilgaria, 
and po ta to - l i f t e r s   t o  Poland, I n  September 1969, . l i t t l e  over 
m e  cpar-ter o f  agr icul tural   requirements  for.machine1-y  could  be 
coxsidered  ( le t  alone met) and a t  l e a s t  50% of home-produced 
machinery was s a i d  t o  be of  low standard, The s i tua t ion  is  e 
p a r t i c u l a r l y  bad i n   t h e  strpply of wheeled t r a c t o r s ,   i n .  . 

March 1970 it was sa id   tha t   on ly  2p000 t r a c t o r s  of  Czech 
mamfacture  could be supplied  although 12,000 were needed,, 
There i s  a l so  a scarci-by o f  mechanized  equipment t o  l i f t  sugar- 
beet  and a constant  shortage of spare   par t s  f o r  a l l  types of 
machinery. The lack of  stoyage-spzce for grain i s  another 
p~?ob:~ea, and the   l ack  o f  drying f a c i l i t f e s  has been f e l t  
pa r t i cu la r ly   acu te ly  t h i s  year   af ter   excessive  ra in   remated 
ifi a very high mois-kwe conter;t i n   t h e   g r a i n .  

41. The use o f  f e r t i l i z e r s  i s  increasing  s teadi ly  a n c i  i n  
15;6+69, 173 kg of  ne t   p lan t   nu t r ien ts  were applied  per  hectare,  
T h i s  cmpared wi th  30 kg p e r   h e c t a r e   i n   t h e  USSR o r  224 i n   t h e  
United Kingdom ; 

pure n r t r i e n t  per   hectare  66,5 48,5 7106 
(1965 f i g w e  in brackets) (31.7) (35 * 2) fdc7.1) 

_ -  

By 1975, fe r t i l i zer   p roduct ion  i s  planned t o  r i s e  ' b y  500/0. Since 
1966, t h s r e  has been  increased  attention  paid t o  t he  
t lreg.is ' tratian ~ n d  c l a s s i f i c a t i o n  of  permanent  grasslandt1 and t o  
p rac t i ca : i   p lms  f o r  t h e i r   u t i l i z a t i o n ,  The campaign should  be 
conpleted by 1372, 476,000 hectares  having been dea l t  with by 
t h e  errd o f  1969, leaving  about 358bOoO hectares  outstanding, 

,The  chief ailn is t o  re lease   a rab le   l and  from the   cu l t iva t ion  
of fodder which could   resu l t   in  a 50% increase i n  grain 
production, 1.11 addition, it i s  planned t o  drain  about 660,OGO 
hec%&res o f  land by 1980,  thereby  doubling  the  present  rate of 
land amelioration, 
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Production 
"5wru.a 

,.." 
42, Estimates of Czechoslovak ne* a g r i c u l t u x l  

production  (excluding  feed,  seed, and waste) i n  1.969 show a 
s l igh t   dec l ine  below t h e  1968 l e v e l ,  Output of a l l  major  crops 
except  grafn  declined,  while  the  lat ter  (about 7,4 mill ion  tons)  
increased onLy through ex2msSon of areas  seeded i n  high-yield 
wheat and 3ar9.ey v a r l e t l e s ,  

43,  Tie  pr incipal  crops of Czechoslovakia a re  wheat,  rye, 
barley, oa-%, ?otatoes,  sugar 'Deet, fodder  crops?  flax,  rmize, 
and hay, The average  yielcls of  the   th ree  main grains  wheat, 
rye and barley have  been r i s ing   s teadi ly .  

Wheat 

a 

a 
a ". 

- 

.- 

Czech lands 3007 33.9 

Slovakia 320 O 29e9 ,27828 

44. Agricultural   output grew only lQ3% l a s t  yearo The 
1970 harvest has been  badly  affected by poor  weather throughout 
the  year, and p a r t i c u l a r l y  by bad s m e r  storms,, More thaa 
26pOO0 hec ta re s   o f   g rdn  were damaged  by the  storms and severe 
waterlogging made it i q o s s i b l e  t o  use combine h a r v e s t e r s   i n  
some areas, The s i t u a t i o n  was bad enough t o  warrant  the 
drafting o f  nen f r o 3  industry t o  help wlth the  harvest ,  and t h e  
Soviet Union provided -troops and harvesters t o  ease  the load, 
I n   s p i t e  of  gloomy predic t ions ,   the   S ta te  p1a.n f o r  grai-n 
procurement was fu l f i l - l ed  I n  September by loo,% (100,0495 i n  
the  Czech 1and.s avld 103*3% i n  Slovakia) , However, because of 
the  bad weather  the  Ministry of Agriculture  permitted a higher 
moisture  content i n   t h e   g r a i n  and qua l i t y   i n   gene ra l  i s  low, 
The probleri! fs compliczted by t h e  lack of su i tcb le   s torage  
f a c i l i t i e s  and by the  shortage of coke t o  use in drying 
equipment, Many en terpr i ses  have  been,-rsquested t o  help by 
providing  sui table   s torage  areas .  

45, The area  devoted t o  potatoes,  green  fod.der, 
vegetables and sugar-beet imreased   i n '  1Ç?O, thus somewhat 
reversing  the  mfavourable  trend of the past  few  years4 The 
s i tua t lon  us regards  potatoes and s u g a r b e e t  had been 
partic-tAarly c r i t i ca l  -- the  acreage of the  former  having fa l len  
14% in 2.969 and that o f  t h e   l a t t e r  by 7070/00 The po ta to  harvest  
in t h e  Czech Xands f e l l  by 25% i n  1969, p a r t l y  also owing t o  
the  shortage of  labour and  machinery. 
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46, The l ives tock   s i tua t ion  improved s l i g h t l y   i n  1970e 
The nunber of  pigs  increased by 400,000 i n   t h e  first-half o f  
the   year ,   par t ly  as a r e s u l t  of import ing  piglets  .and paP1-tJ,y 
as a r e s u l t  o f  i;llprov~d  breeding  within  the  country, T h i s  
meant tha t   the   ha l f -year ly   p lan  was exceeded by 197,000  head, 
The n-mber of beef cat t le   increased by 131,000 but dairy c a t t l e  
decreased by 14,000,  although .milk production  had  increas'ed 
by about three  mil l ion  gal lons by August 14'70. 

47., A s  Czechoslovakia i s  a land-locked  corntry  fishing 
i s  nc t  ~f primary  importance, However, t he re   a r e  about 8,500 
pond.s stocked with 10,000,000 YO US,^ carp and several   mill ions 
of o the r   f i sh   y i e ld ing  an annual  catch of more tnan 11,000 tons, 

48, There i s  an active progmme of r ea f fo res t a t ion   i n  
Czechoslovakia,  resources  having  been  sesiously  depleted  since 
1945e I n  t h e  f irst  half of 1970, 41,000 hectares were planted 
with t r e e s  and 7 0 3  cubic  metres of  wood were worked ( a n  increase 
of 2,8% over  the same period of 1969), By 1980, yearly 
production i s  planned at lO,OOO,OOO cubic  metres,  but t o  
achieve th i s  labour  problems w i l l  have t o  be tackled - 1,900 
workers l e f t   t h e   i n d u s t r y   i n   t h e   f i r s t - h a l f  of  1370 (a drop 
or" and t h e  manpower s i t ua t ion  i s  now considered t o  be 

incorn e 

a 
' ser..tcus. Forestry  accounts f o r  just over 1% of national 

-x h C l . l S r n  

4ga Industry accomts f o r  same 60% of  nat ional  income =.ad 
enp:l,oys about 40% of  the t o t a l  p o p d a t i o n  of working  age,  After 
the  fmplementatioa of  t he  reform progrCamme i n   t h e  mid-E%Os 

assceiated  industrial   branches imposed on  the econcjny by the  

, goods production, I n  1358 f o r   t h e  f irst  time consmer g0od.s 
production g:rew fa s t e r   t han  industrial produc-%ion as a whole, a 
but it f e l l  back sha rp ly   i n  1969 (with a rowth r a t e  o f  306% 
as agai3ls-t 5,Zd f o r  t h e  whole of  industry 7 .. The Husak r6g-e 
has  turned away fron! the  reformers'  emphasis on l i g h t  industz-y 
a d  t h e i r  hope f o r  large-scale  Western  help,  Instead,, it i s  
re ly ing  on tradit ional  heavy-industry growth sectors,   especially 
increased mach2nery t rade  with -the USSR and Eastern European 
cowr,trîes f o r  investment goods and consumer durables, The X970 
plan agair; puts  considerable emphas.fs on cocstuner  goods and a l s o  
on building a sec to r  o f  t h e  economy which accounts f o r  some 
11% of nat ional  iacome and is  i n  crrit_i.cal  need o f  impx-ovement. 
Engineering and chernicels are t r ad i t i ona l   i ndus t r i a l   s ec to r s  
which c o ~ t i n u e  t o  record  high  growth  rates (6.9!? and 9.4% 
respect ively a t  t h e  end of 1969),   Industrial   labour 
product ivi ty  has been  growing s t ead i ly  over t h e  past few years 
ami . .  i n  2970 achieved t h e  record  growth-rate of 7.9% over %he 

em-0 1- L c I o ~ s  D n I* temporasrily sh i f ted  away from t h e  heavy exgineerfng and 

. p9sst.-war Comunis t  r&g.ime t o  a grea te r  emphasis on consumer 

.. 
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corresponding  period o f  1969, The indus t r ia l   g rowth- ra te   in  
January-June 1970 was 8,3% (7.8% i n   t h e  Czech lands and 10,3!! 
i n  Slovakia) - the  elleire  increase  therefore  being  covered by 

Slovakia  has  been  registering some very high growth-rates, f o r  
example 23% f o r  engineering and 14.6% f o r   t e x t i l e s  a t  the  end 

. increased labour  product ivi ty .   Industr ia l   product ion  in  

of 1969. 

50. It has become increasingly  apparent tha t  i n  order  t o  
compete e f fec t ive ly  on world  markets and Lo ‘satisfy tile growing 
domestic demand, Czechdslovakian  industry must improve i n  
qual i ty  as well as in quantity, Two basic  problems  ppedominate: 
the  obsolete equipment  which i s  s t i l l  i n  widzspread  use; aad 
tne  patchy  small-scale  nature o f  much o f  t he  production, O f  
t h e   l a t t e r  problem it fias  been s e d l  t h a t  Czechoslovakia  produces 

’ .  about -80% of  t h e  %crl’d8S range of goods  which means t h a t   t h e  
vast   majority are i n  small s e r i e s  and economically ine f f i c i en t .  
Some traditional. fields such as glass  and ceramics, some 
sec tbrs  of  englneerkazg, and t o  a ce.rta.in extent  shoes aad 
. t e x t i l e s  sti.3-l enjay a: favoux-able  posl-kion in world maykets, 
bct  even these srrffer f w m  having  to   re ly  03 obsolete machinery, 
The solut ion t o  t i e  problem l i e s ,   b a s i c a l l y   i n   t h e  impor-t af 
technically-advanced  equipmext  (particularly i n   t h e  fields of 
aatomation and data-processing), as the  design t o  production 
pe r iod   i n  Czechoslovakia  takes so  long t h a t  by world standards 
machines a re   v i r tua l ly   obsole te -  as soon as they come on t o  t h e  
marke l ,  For 1970 as a wholep t h e  ra te  of growth of  i n d u s t r i a l  
production  accelerated t o  7.7%. ‘; 

5 4 .  The production of energy and f u e l   i n  Czechoslovakia 
i s  f a r  from-adequate; a fact which was brought home ra the r  
f o r c e f a l y  over  $he 1969-70 winter. The only  fuel  tha t  9s 

. . indigenous i n  any q u m t i t y  i s  coal,  mainly o f  poor  quali ty.  

. ’ This is mined . in   sever81   a reas :   an thrac i te   in  small qu.axti t ies 
in Ostrava and North Moravia; l i , p i t e  in North EokLem.ia: and 
other  low-quality, . high-cos.t àsposi ts- . . in  - - S o ~ t n  Bohemia, Moravia 
and Slovakia, During t h e  la-tw1960s scae p i t s  weFe closed down 

.. i n  an .effort  t o  e l iminate   ineffect ive wdts, 2nd coal  production 
dropped shaq.ly with sqbsequent adverse  effects on gas and 
electr ic i ty   product ion,  By aid-1969 it was decided tha t  t h e  
annual plan had been s e t  t o o  low and many mines  agreed t o  exceed 
the  plan by working  additiona.1  hours,  etc, The o r ig ina l  plan 
cC.led f o r  1Q1p900,0QQ tons o f -  coal t o  be mined, p lus  an : 

eddi t ional  1 600,000 tons t o  ptJ.mpmve the   s i tua t ion t t  , r e s c l t i n g  
i n  an overa l l  shor+,age o f  6,CIOO,CcIO tons,  . I n   t h e  first s i x  

. .. months o f  1370, production of  mth.racit :e  increased by 5.1% and 
.-khat O< l i g n i t e  by 30@bo 
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52, E l e c t r i c i t y  produ.ct.ion  increased by 40‘7% i n  t h e  
first-ha3-f of 1970 but there  were widespread  shortages ‘ (as  ’ 

pyedicteri   after  the major cuts  of two smcess ive  w.knters) and 
consumption both by industry and domestic users had tr; be 
remated.   Product ion  should have r i s e n  from 34,600 mill ion Kwh 
i n  1955 t o  49,000 mill ion i n  1970, but 1959 production was on ly  
42,000 rr,îllion which leaves a cu r ren t   de f i c i t  of  about 
6,COO million Kwh. There i s  a shortage of new e l ec t r i c i ty -  
generating  capacity and of  coal  gas capacity, although 
Lnprovernents i n  t h e   l a t t e r  wem noted i n  t h e  first-half. of 1970. 
Iccreases wene a l so  noted in   the   p rocess ing  o f ,  crude o i l ,  
although e a r l i e r  i n  the  year  it was s t ressed  that  su2pPies of 
coal should not  be  decreased  premsturely  pending a wit& t o  
1dqui.d f u e l  energy u t i l i z a t i o n ,  The bad winter of 1969-70 nade 
it all- Loo obvious that  production of energy should be rzpîdly 
increased  nct o n l y  t o  provide f o r  î m e d i a t e  rzylxirenzents but 
a l s o  t o  nake up f o r  some of the   se r ious  depletion .OZ reserves, 
Conventional  ‘sources of  power will continue t o  be b u i l t  mt.i.1 
2-985 (it i s  estfmated tha t  th.e  constsuction of one power s t a t i o n  
takes  at l e a s t  th ree   ,yews  and probably  nearer  six),  but; &tel* 
t h a b  date  orJy  wdclear  , .stations may be b u i l t ,  After numerous O 
delays  indsstr ia l .   u t i l izat ion of nuclear  energy should start 
contribdting t o  t h e  energy  balance with Soviet  css.istance i n  
t h e  n e m  fu ture ,  This s h o d d  help t o  ease  the power si tuation 
but W i l l  depend very much .on the  speed and success of t h e   p 3 , h t s  
as well as on supplies of Soviet   fuels ,  

.23e r Average  production. i n  th s  engineering  industry grew 
by LO.€$ i n   t h e  first-half of 1970 and this well-established 
industry seems t o  be maintairdng a f a i r l y   s t e a d y   r a t e  of 
exgmsicm, However, there  are shortconings i n  the  supply of 
mater ia ls  and semi-finished foods  t o  the  industry,  f o r  example 
cer ta in   tE,e& of  rol led  mater ia l .  .. Steel   product ion  In  1970 should 
-be ab0u.t 10,800 O00 tons ('which i s  roughly one f i f t e e n t h  of  t o t a l  
CbU3.A PrOdECt io i~ j  and about 2,500,000 tons o f  this w i l l  be 
exported, About 750 ,kilograms  per  head  are  produced,  ,.claimed t o  
be ‘170 kil-ogrrslms pe r  head more than t h e  West krropean  -average, O 
There has been a recent  appeal f o r  the  col-lection arhd u t i l i z a t i o n  
of s c r q   m a t e r i a l s  t o  help  save on imports o f  rdw materials,  The 0 
proüuclicsn of  passenger cars’ i s  alsc’ being emphasized and iii t o  
increase by 5,574 t o  a t o t a l  o f  145,c09 i n  1973,  but  there i s  still  
a long waiting-list  and constant  trouble with the  supply of  spare 
pa.*s. 

. .  

: 

. .  .. 

54. The electronics   industry is well-developed and a 
f a i r l y  comgwehensive range of  equipment i s  produced, The 
ind.ustry  has eq3andad f a i r ly   r ap id ly   i n   r ece , r t   yea r s  although the 
shc/rt;age of  hi.gh-cpmlity components has tended t o  r ,e tard,   the  
development of more sophis t icated  i tens   such as advmced 
elec-taaonic:  compo.”ers,  However i f  production of data-processing 
equipment  and  computers is  t o  be  modernized9  ccnsiderable  reliance 
wj-l.1 continue t o  be placed on the   acquis i t ion  of Western know-how 
and equipment. 
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55. The o tker  main growth industry - chemicals - 
regis tered a 12,6%  increase  in   the first-half of 1970. However 
it suf fers  from much the  same problems as "ce  engineering 
industry - faul ty   product ion equipment  (and  poor r e p a i r  
f ac i l i t i e s )   t oge the r  with a lack of  raw mater ia ls  and manpower, 
The production of  t e x t i l e s  and fu rn i tu re   a r e  both receiving 
close  a t tent ion this year - the  former  Seing in   u rgen t  need of  
rev i ta l iza t ion ,  Chemical industry  expansion i s  mostly  due t o  
%he"fmport i n   r ecen t   yea r s  from t h e  West o f  a l a r g e  number of 
plants,   including  those  €or  synthetic  f ibres,   petrochemicds 
and p l a s t i c s ,   a r e a s   i n  which Czech technology has been weak. 
Closer  collaboration with other  Eastern European countries, 
especial ly   the GDR, .is baeing.proprxs.ed. f o r  1371075.. . .The f o o d  . . . 

industry, which i n  1958 accounted f o r  some 16,2%. o f  t o t a l  
- industr ia l   product ion was largely  considered above  under t h e  

section on agriculture.  It increased by 3,8% i n   t h e  first-half 
of 1970,  mostly  due t o  the  increased  purchase and imports of 
animals f o r  s laughter ;   th i s  was a higher  growth-rate than 
planned, 

56, The building  industry  accounts f o r  11.3% of  nat ional  
income and a t  t h e  end of  1969  had regis tered a 362%  increase 
which was not   near ly   suf f ic ien t  t o  meet demand, There i s  an 
acute  housing  shortage  throughout  Czechoslovakia with no 
immediate s igns that  t h e   s i t u a t i o n  w i l l  improve, One of t h e  
main problems i s  the  shortage of builcling  materials,  In  1969 
cement production grew  by only 3.7% while t he  output o f  bricks 
actually  declined, and a t  the  beginning of 1970 it was said 
that adequate  supplies o f  bricks  cannot  be  eqected  before 1974 
i n   s p i t e  of  new bricks works, It i s  planned t o  bu i ld  more 
dwellings from prefabricated components; f o u r  panel-making 
p lan ts   f rom' the  USSR a re  t o  be iaported (and  completed i n  
1973-74) which-are  designed t o  produce 20-,000 housing units. 

57. Between 1966 and 1.970 about 435,000 f l a t s  a re  
expected t o  have  been built, 'about 94.6% o f  the  revised Five- 
Year P lan ,   In   the  1971-75 Plan, 370,000 f l a t s   a r e  planned i n  
the  Czech lands and 198,000 i n  Slovakia but even this will not 
r ea l ly  solve  the problem, especially  considering. that  it i s  
necessary t o  brrild  about  120,000 f l a t s  a year t o  keep  housing 
accommodation a t  the  exis t ing  inadequate   level ,  A t  present 
there   a re  4,3501000  dwellings which accommodate 4,770,000 
households, 

58, Transport   faci l i t ies   account  f o r  about 4% of National 
Income and t h e i r  inadequacy was revea led   in   the  bad winker o f  
1969-70. Over 50% of  freigh-t i s  transported by ra i l ;  i n  the 
f i r s t -ha l f  o f  1970 this to ta l led   114 ,5   mi l l ion   tons ,  an 
increase of  3*3% over   the 1969 period, However, over   the  past  
f o u r  years,  t o t a l  f r e i g h t  has dropped by near ly   three  mil l ion 
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t o n s ,   i n   s p i t e  of increases   in   ro l l ing   s tock  and manpower,  The 
main  problems are  shortages of  stock and lnad.equate  transloading 
f a & L i t i e s ,  The letter prcblem w i l l  be  pai-t ly  al leviated by 
t h e  pmposed a l t e r a t i o n  of some of  the  Slovakian  l ines  which 
lese to the Soviet  border  t o  the  Soviet  broad gauge, experience 
having shown that  the  t ransloading  s ta t ion a t  Cierva i s  being 
inadequately  used  ( i ts   capacity i s  30,000 tons a dsy!. Future 
rail. developments w3.1,l concentrate on e l e c t r i f i c a t i o n  and on 
replacements of  rd.1 and s tock,   In   the first-half o f  1.97OP. . 
10b,G mil l ion tons  which i s  r a the r   l e s s   t han  53% of to ta l .  
f r e i g h t  was. car r ied  by road. (by . t h e  Czechoslovak  Automobile . , 

Transport  Enterprise) and a fu r the r  1,7 mill.ion %Gris was 
car r ied  by r ive r ,  This was rough2-y the  same as  l as t  year  but 
considerably  less   than  cal led f o r  by the  plan,  

59.. The standard o f  roads i n  Czechoslo-J,7.Ij..a i s  riot high c 
a long time is taken i n  building and they are often of poor 
qu:fiity and durabi l i ty ,  Over t h e  1969-70 Winter, almost t e n  
mill ion  square  kilometers of roads were 6amaged in. Slovakia 
a b n e ,   P r i o r i t y  i s  t o  be given t o  the   c rea t ion  of a good road 
network  incl-uding moinrways; i n  1970 t h e r e  w i l l  be 
23 k i l o a e h r s  o f  motorway and only  about 2.5 kilometers  are 
being added per  year,  

Domestic  Trade 
"" 

60, I n  th.e first-half of 1970, r e t a i l   t r ade   t u rnove r  
reached  about Kcs, 75,000 mill ion,  azn. increase of  376, while in 
public   cater ing  the  increase was even greater.  The t rade  
network lacks  aaequate equipment  and storage  spaceo and i n   t h e  
Czech lands r e t a i l   t u rnove r  i s  said t o  have grown a t  f o g s  t i n e s  
t h e   r a t e  of f l oo r   space   i n   t he   pas t  few years, TQ help 
f z c i l i t a t e   t r a d e ,  opening  hours  are t o  be lengthened and 
adjusted t o  t h e  working  times i n   f a c t o r i e s  and of f ices ,  A more 
detai led  discussion of  domestic t r ade  will be  found  under the  
sec t ion  on standards  of  living. 

III. BL.,GET AND FINANCES 

61, The . in t rodt ic t ion  in  1969 of  separate  budgets f o r  t he  
Czech lands and Slovakia in   add i t ion  t o  the  Federal  I3udget has 
tended t o  complicate any examination of t rends  in   budgetary 
r ece ip t s  and expenditure,   but  the  role o f  the  Federal  Budget 
i n  th i s  new s i tua t ion   has  been f a i r ly   fu l ly   desc r ibed ,  I ts  
main func t ions   a r e   s t a t ed   t o  be 8.s fo1.1ows: (1) t o  finance 
the  operations of  federal   agencies,   to  pay f o r  defence,  security, 
foreign  t rade?  poi i - t ical   operat ions,  and federal   admirdstration, 
and t o  es tab l i sh   federa l   reservesI  (2)  To equalize any economic 
and soc ia l   d i f fe rences  between t h e  two regions, (3)  To regulate 
and in t eg ra t e   t he  economy whil-e financing  selected  operations,  
and ( 4 )  t o  maintain  financial  balance  throughout  the economy. 
Revenues are   obtained from wage, turnover, and en terpr i se  
property taxes as opposed t o  con.tribut;ions i n  absol-ute sums from 
the   na t iona l  republics. 
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62, The 1969  budget as a whole (Federal., Czech and Slovak) 
achieved a surplus of Kcs, 3*445 mil l iorr ,  of  which  Kcs, 2,885 
mil l ion were a t t r i b u t a b l e  t o  the  Federal  Budget. The . federa l  
surpl.us was t h e  r e s u l t  o f  r ece ip t s  from t he  wage tax exceeding 
the  p1.m by 6% - a r e f1ec t ion .m  the   r ap id  growth of wages, 
Receipts from the   turnover  tax were also higher than expected 
but  taxes from enterpr ises  were qu i t e  con.siderabl-y  lower, The 
surplus .was t o  be  used t o  repay  instalnents  cn loans from p a s t  
State  budgets, t o  repay  investment  credit, and t o  advance creCit  

on administrative  costs as planned.  Both t h e  Czech and Slovak 
budgets  which  were announced i n   t h e  middle of  the  year  and 
which tended t o .   a f f e c t   t h e  &rw.ture of ..=the overall,   budget, . ' . . 

.. for investments i n  rail transport.  Eleven  per  cent was saved 

. a lso  showed surpluses. 

Table& Defence - . ., Expen.diture-1966-197Q -m 

- 1966 1967 S 8  Iy 19& 1970 - 
Growth (1965 = 100) 105 120 126 136 144 

% of t o t a l .  budget 7.06 8.68 a*9 9.7 . 8.8 
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6;5* f$aweveTg it cwmot  be asswned tha t  all. d&ence 
spsnding i s  accounted f o r  in t h e  open defence  budget, A 
cer-t:air, amount i s  almost cer ta inly incl-uded mxler  funds 
allocated t o  research and develapment ( f o r  which no f igures  
a re   ava i lab le)  and it also seems .Xikely that  revenue  obtained 
f r o ~ n  - the  forestry and ag r i cu l tu ra l   e s t a t e s  (forming II 
naliona%ized  enterprises) owned by the Ministry of  National 
Defence i s  added t o  the defence budget, The bulk of defence 
spending, however, i s  alaost ce r t a in ly   i nc luded   i n   t he  open vote, - 

a l -  S e w  

66, The  SI^ m e n t  on social   sect l r f ty  is cons tax t ly   r l s ing  
m d  i n   t h e   f i r s t - h a l f  of 1970 amOirn-t:eb t 0  KCS.  22,400 mflf.ion, 
an increase of 7*7% over   the  sme  per iod  in  1969, Expenditure 
i n  19G9 had r i s e n  by 25% - mostly due t o  the  readjustment i n  
pensions  early in the  year,   Sickness  benefits   continue t o  r i s e  
r a t h e r  f a s t  0 an increase of 18,8% being  recorded i n   t h e  first- 
haïf of 19700 Maternity  allowances contrlnue t o  r i s e   s t e a d i l y  
but.  fainily  allowances  are  tending t o  decline, 

IV. MONEY AND +?XL. CREDIT 

67, E a r l y   i n  L970 a d r a f t  law  on f inanc ia l  a&ibni.s'cr*ation 
was c.snsid.ered by t n e  National Cauncil Committee, It was 
proposed t o  separate t h e  S t a t e  F inanc ia l  Depax*-.-tments from the  
national committees and t o  es tabl ish  f inancial   adrcinis t ra t ion 
Independently unc3er d i rec t   au thor i ty  of  the  Minis t ry  o f  Finance. 
Thio follows the  reorganization of t h e   S d i n g  system which. 
became e f f ec t ive  a t  the  beginning of the  year,  'The. pos i t ion  
of  t h e   S t a t e  Bank was strengthened. by giving it sane  meesure 
of independence i n  t h e   f i e l d s  of  domestid  currency and c red i t  
pol izy and a l s o  some powers i n   r e l a t i o n  t o  foreign exchange 
(pre-Gpiously  the  prerogative of the  Federal  Ministry of Foreign 
Trade), A t  the  sane t ime  it l o s t  its commercial functions 
which  were taken over by the  two na t iona l  commercial barks, 
The S t a t e  Bank was given +,he au thor i ty  t o  regulate   the  reserves  
.G?~ t h e s e  .banks and t o  decid.e on t h e i r   i n t e r e s t   r a t e s ,  There 
kas i n  fac t  been a considerable move towards centrdLLzation 
in. banking as in .  other  aspects of t h e  economy, mainly t o  enstwe 
tha t  t h e  Governnent Ys aeasures fol-  s ' tabil ization  are  followed, 
This is being done by r e s t r i c t i n g   t h e  flow of cred-its, 
t igh ten ing  up on foreign exchange regulations,  ar,d control l ing 
stock-taking i n   e n t e r p r i s e s  making excessive demands f o r  c r ed i t ,  

68. A t  t h e  end of August 2970 the re  were Kcs, 18,716 
mill ion i n  circt.G"atfon - an increase of Kcs, 1,405 mFllj.on from 
the   beg imizg  o f  the  year ,  T h i s  in.crease was KCS, 795 mil l ion 
less   than  the  average over  t h e   p z s t   f i v e   y e a r s  and i s  some 
evidence tha t  t h e   s t a b i l i z a t i o n  measures are  beginning t o  take 
effect..  Fur-ther  evidence  can be seen i n   t h e   i n c r e a s e  o f  bank 
Savings - from the  beginning of 1970 t o  t h e  end o f  July  they 
had increased by Kcso 2,300 mi l l ion   over   the  corresponciing 
P=*iOd i n  1969, 1% more than  the  average, of t.he past f i v e  years, 
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6ge I n  1968, 53% of t o t a l  investments  were  financed f r o m  
bank credi ts .  This was a subs t an t i a l   r i s e   ove r   t he  36% of 1967 
and prel iminary  f igures  f o r  1969  suggest that  t h i s  high 
percentage was maintained, However, the Goverrunent i s  still  
determined to   exercise   s t rong  control   over   credi t   granted  to ,  
enterprises,  

70. New laws came i n t o   e f f e c t   t h i s   y e a r  which d iv ide   c red i t  
i n to  f o u r  basic categories: (1) long-term'. operctional loans; 
(2) short-term  loans; ( 3 )  consolidation l o a n s ;  ( 4 )  investment 
credi t ,  Long-term loans w i l l  be  granted t o  enterpr ises   put t ing 
a new plan t   in to   opera t ion ,   s ta r t ing  a new project ,   increasing 
their-   production by  more than 15% per  .,,year, o r  .forming .new . ,  

market  reserves,  but  such  loans will be d i f f i c u l t   t o   o b t a i n  a i d  
must be paid of f  quickly from the   en terpr i se ' s  own prof i ts , ,  
The interest   payable  w i l l  vary between €394 and lo%, depending  on 
the  length  of  the  paying-off  period  (frcm  three t o  over   f ive 
years),  Short-term Lams ex i s t   e s sen t i a l ly  t o  cover  the gap 
between the  invoicing of the   en te rpr i se ' s  customer and the 
col lect ion of  $he  claim. They c a n y  an i n t e r e s t   r a t e  0€;7*5% 
and should be paid o f f  within  three months. Consolidation 
loans were introduced i n  1970 t o  ensure  tnat   enterprises  with 
long-term loans should not   re ly  on budget  subsidies  but should 
discuss repa7ymen-t methods, etc, with the   I l in i s t ry  of Finance, 
Investment c r e d i t  w i l l  be granted t o  promote  export  prospects 
t o  a maximum of 5w0 of budget costs on new cons t rwt ion ,  It 
w i l l  only be granted   to   en te rpr i ses  w i t h  a good f inanc ia l  
posi t ion arid will have i n t e r e s t   r a t e s  of between 8% and 10%. , 

V, FOREIGN TRADE 

Current  Situation 

71, Among East European countries,  Czechoslovakia  lFes 
second a f t e r   t h e  GDR i n   t o t a l   t r a d e   t u r n o v e r ,   I n  1969 t h i s .  
reached a t o t a l  of ~ $6,613 million. .The value  ,of.-fareign t m d e  
per  head i s  the highest  i n  Eastern Europe ($425 i n  1968), 
Over t h e  first four years of  the  current  f ive-year  plan 
(3.966-59) to t a l   fo re ign   t r ade  grew by 24% o r  an annual average 
of 5,,5%* T h i s  i s  i n  keeping with the  requirements of the  
plan f o r  m increase o f  31% 1966-70, despi te  below  average 
inc reases   i n   t he  first two years, T h i s  i s  the  lowest  projected 
growtherate among East European countries,   al though 
Czechoslovakia has a relative3.y more developed trade  twno-.wr, 
(and East Germany has so far  achieved only an annual  average 
increase  of 502% despi te  a planned  increase sf 43%). Throughout 
the  period, imports and exports have r i s e n  a t  a similar ra te .  
Total  Czechoslovak  foreign commerce f o r  1966-70 was g rea t e r  
than  expected as a resu l t   o f  a surpr is ing 14% expansion last 
year., 
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72, The grea tes t   increase   in   t rade   s ince  1966 has been 
v;gt;h non-Comdst   ccunt r iesp  and t h e i r  CoEseCpen~ sha re   i n  
overa l l   t rade  has r i s e n  from 27% t o  almost 3 @ 0 0  Trade with 
Connmkt  countr ies  has r i s e n  by .1,9"?, and whereas with 
Comu?ur-jiis"c countr3es  imports  have  risen  faster  than  exports, 
t,?"th noyl-Comunist coun t r i e s   eqo r t s  have shown the gx*eat;est 
r a t e  of increase,' These  developments  have  not  been  con'tinwus, 
and export gains contrary t o  a l l   expec ta t ions  were  achieved 
largely i n  1968 ar,d 1969, Similarly  imports f r o a  the  bloc 
have r i s e n  sharply i n   t h e s e  two years, and one i s  tempted t o  

. . ident i fy  .a def ini te   chmge i n  tize pa t t e rn  of , t rade   s ince  1968, 
. 

73. Except f o r  a small d e f i c i t   i n  3.958, Czechoslovakia 
has had a favourable  overall  balance of t rade   s ince  1960, main1.y 1 

as a r e s u l t  of a l a r g e  surplus in   t rade   wi th   the   b loc   as .  a 
whole. I n   t h e  l a s t  two years however, d e f i c i t s  have  been 
recorded with t h e  USSR i n  1958 and the   b loc  as a whole i n  1968 
and 1969; t h e   d e f i c i t  was reportedly  eliminated and shor-t-term 
Indehte3ness -to Social is t   countr ies  r.educed i n  19'70,  The 
suxylus i n   t r a d e  with non-Socialist  countries  since 1960 
arose mairily through a favourable  balance of ti-ade wLth m 
developing  cow-tries, and apart from small  surpluses i n  196'7 
and  1969, t r a d e  with the  developed West has  been i n   d e f i c i t .  

74, Soc ia l i s t   count r ies   in  1969 accounted f o r  70.6% of 
Czechoslovak tr&e. A f t e r  t h e  USSR, the  largest   perfaer  was 
East Gemany,  followed by Poland,' Trade with t h i s  area has 
increased a t  a slower  rate  than  trade 8s a whole, althcugh the  
decrease i n   o v e r a l l   t r a d e  i n  1966 with this area. was l a rge ly  
t h e   e f f e c t  of new prices   introduced i n t o  intra-bloc  trade wllich 
caused  an  overall  reduction in   t r ade   i n   va lue   t e rms ,   S ince  
1966  imposts  have rrisen faster than  exports,   largely as a r e s u l t  
of i.ncreases i n  1968 and 1969, After a surplus i n   t r a d e  with 
Sac la l i s t   coaxt r ies   s ince  1960, Czechaslovakia  recorded a 
d e f i c i t  i n  t h e s e   l a t t e r  two years of  $16€3,5 million, T U S  a 
deficit   arose  through  increased  imports  partly as a de l ibera te  
attGrn3t t o  redwce previously  accmafiated  surpluses., ' But a lso  
as a response t o  the  in t e rna l  problem  of i n f l a t i o n  which  prompted c 

increased  inports  of consmer goods, The d e f i c i t  also re f lec ted  
a pol icy of  maximizing  hard  currency  earnings and improving 
domestic  supplies o f  consumer goods, Hus& expanded exporots t o  -. 
West but  increased imports from the   Eas t?  and many items were 
diver ted from normal  Eastern  delivery t o  t n e  home market, thus 
wlder--fulfilling  export  quotas, Also increased imports 
represented.  repqment  in goods of  e a r l i e r   c r e d i t s  extended by 
Czechoslovakia t o  the   bloc i n  the  per iod 1961-65, The probllsm 
i n  the   pas t  has been t o  f i nd   su i t ab le  goods t o  import  t o  enable 
Czechoslovallria t o  keep b i la te ra l   accounts   in   equi l ibr iun ,  Thus 
the  recent  imports which  have  caused a run doTm i n   c u r r e n t  
balances  represent an economic advantage t o  Czechoslovakia  since 
a surplus on b i l a t e r a l  account  which  cannot  be t ransfer red  
represents an i n t e r e s t   f r e e  loan t o  the   debtor   par tnera   In  
1970,  exports t o  Social is t  countries  reportedly  rose 17% while 
imports  increased 
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the  Soviet  Uni.on 

75. The Soviet Union i s  Czechoslovakiars main t rad ing  
partnerp  accounting f o r  33*% of Sota l   tu rnover   in  1969,  Since 
1966 t rade  has increased by 12,Fk which i s  l e s s  Lhan e i the r  
t rade  with t he  bloc or   overa l l   t rade ,  A s  a resuZt o f  Zarge 
surplu.ses i n   t r a d e  with t h e  USSR from 1360-67, Czechoslovakia 
accmülated a large  unconvertible  balance which was 
del iberately drawn down i n  1968 thmugh increased  imports. 
However despi te   reports  of  Czechoslovdc  under-fulfilment  of 
export   orders   total l ing 100 million  roubles a surplus was 
recorded i n  .l969  thus  re-establishing  the  pkevious  pattern. 
According t o   t h e  1970 trade  protocol,  exchanges a r e   t o  amount 
Lo 2,î mii l ia rd  roubles ( @ , U  milliard) zn iacrease c;f 6 p e r  
cent  over  the  previous  year, 

Trade with non-Communist Countries 

O 
-I__- 

.. 76, Trade with non-Communist countries  since 1969 has 
been  characterized by f luc tua t ions   espec ia l ly  i n  - the   ra te  of 
increase   in   impor ts .   In  1967  'there was a slight f a l l   i n  
imports, and a f t e r  a la rge   increase   in   l968   of  14,3%, t h e   r a t e  
slackened t o  7e396 i n  1969, Exports, which f e l l   s l i g h t l y   i n  
1967, showed a moderate  increase i n  1968 followed by a l a rge  
i n c r e a s e   i n  1969 of 17,496. The percentage o f  t rade  with this 
area has r i s e n  from 26.80/0 i n  1965 t a  29,496 i n  1969, 'In  1970, 
Czechoslovak exports  rose 10% while  imports from c a p i t a l i s t  
countries  increased  about 25%. 

With t h e  developed West, impoyts r o s e   s h a q l y   i n  
1968  (by 20%) i n  connection with the  modernization crf industry 
but f e l l  i n  1969 when an overa l l  surplus of  $20 mil l ion was 
recorded,  Exports  have  recorded  steacly  progress ti?rou@mxt. 
The most important  partners i n  this  a rea   in   t e rms  of % o t à l  
turnover  are West  Ge,rmany (3,, 6%) and the United Kingdom (2,5%) 
followed by Switzerland,  Austria, X t d y  and- the  Netherlands, 

of t o t d l  imports from this areao With developing  countries, 

i n   expor t s  have  been  recorded.  Czechoslovakia's main tradin.g 
par tner   in   the  developing  world i s  t h e  UAR which accounts  for 
50% o f  Czech t rade  with t h e  whole of Africa.  India holds 
second place with I r a n  a l i t t l e  way behiEd, However, t h e  
three  countlnies  together  represent  only  about 2% of t o t a l  
Czech trade  turnover.  Flans have  been announced t o  increase 
t rade  with  India  and Iran and spec ia l  emphasis has been l a i d  
on increasing inports o f  manufactures  pzrticularly from Czech 
ass i s ted   p ro jec ts   such  as t h e  Ranchi  engineering works i n  
India. 

a . .  

O Imports of  machinery and equipment  account f o r  abrut a th i rd  
. turnover f e l l  i n  1967 but more recently  increases,   especially 

.. 
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77* Fuels and raw mate r i a l s   i n  1969 made  up 45% of 
Czech.oslov& imports, According t o  S I X  c l a s s i f i c a t i o n ,   i n  
1969 Soc ia l i s t   co rn t r i e s  accounted f o r  58% of a l l  i,mports 
(although O P L L ~  43% of a l l  chemicals) , The major  source of supply 
is the   Soviet  Uzzion., which covers almost a l l  Czechcslovak 
reauirements. f o r  crude oil end iron ore ,  . I n  1370 Czechoslovakia 
p l &  t o  impoyt from t h e  USSR 10,7 mi l l ion  tons of i ron  ore ,  
9,T rnil.lion tons of o i l ,  2,7 ml.Plion tons of  coal, and 
1,5  mill ion cuum of  na tura l  gas, Other  important  imports  are 
wheat (1.3 m i l l i o n   t o n s )   f e r t i l i z e r s  and cotton, Under a n  
agreement o f  September  1966, whereby Czechoslovakia i s  t o  
de l ive r  on c red i t   p ipes  and machinery f o r  t he  expansion of Soviet 
crude o i l  prodwtion,  Soviet  o i l ’  de l ive r i e s   a r e  p2ar;ned t o  
reach 14,5 mil l ion   tons   per  a inm by 19750 Marginal. addi t ional  
inpor t s  of o ï l   a r e   l i k e l y  t o  come from t h e  Middle East a f t e r  
completion o f  a pipeline  under an  agreement 02 r4arclrr 1969 with O 
I r a n  and w i t h   I r a q   i n  December 196g0  Imports of phosphates 991% 
f e s t i l i z e r s   a r e  t o  be  del.ivered! i n  increasing  quantiTies as 
repayment f o r  Czech investment i n   t h e  USSR KingiseFp mine, The 
Czechs have  extended  considerable  credits t o  other  Cormunist 
countries f o r  the   explo i ta t ion  cf t h e i r  raw materials  (such as 
.the,  Polish  copper  industry), and these   c red i t s   a re   be ing  aqd 
will be paid for w i t h  t he  products of the   i l l s la l la t ions ,  (See 
belowp ) 

78, Machinery and equipment  formed 32$ of  Czechoslovak 
imports ir, 1969 most o f  it from other  Commnist o m t r i e s  
(Si% i n  1967 f a l l i n g  t o  7% i n  1968) p DelivePies f r o m  t he  USSR 
include  machine to~ls, t ransport  equipment a i r c r a f t  and 
a g r i c u l t u r d  machinery; these f o r m  only a small percentage of 
t o t a l  Sovie t   de l iver ies ,  and t h e  USSR is  l i k e l y  t o  p re s s   t he  
Czechs -to  accept more Soviet  aachinery,  Czechoslovakia  impmts O 
industr ia l  equipment f o r  the  metaLlurgicz1,  chemical and t e x t i l e  
iriduq$ries fTom other  East hUopean ,  countr ies ,   especial ly  East . 0 
Germany, Imports of machinery from t h e  West, thor-lgh r e l a t i v e l y  
small., are   of  great significance f o r  t h e   f u t u r e  development 
of t h e  Czech economy. Although  such  imports were cut back i n  
1967, in   l968  these  imports   increased by 45=4%, -. 

c 

Czechoslovak imports  cf food  s t u f f s  form 1556 of t o t a l  
imports, and 2/3 of  a l1   grain  imports  are from t h e  USSR. I n  
1970 these   a re  t o  t o t a l  1 , T  million  tons,  Czechoslovakia  also 
imports small amounts of  grain from France, West  Germany and 
Canada. 
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79. Machinery and ecpdpment formed more than half of Czech 
exports i n  1963, t he  major  market  being  the  Socialist  countries 
(82h i n  1968),  Czechoslovakia  supplies  the USSR with 
metallurgical equipment f o r  the   Sovie t   l igh t ,  food acd chemj.sal 
industr ies ,  Czech del iver ies   of  large d i m e t e r   s t e e l   p i p e s  
w i l l  be increased   in  1970. Czechoslovakia also exports 
machine t o o l s  and o the r   i ndus t r i a l  equipment t o  Eastern Europe, 
some of which a re  governed by co-operation  agreements. Exp,rts 
of  machinery t o  t h e  non-Communist countries  are small and the 
Czechs ce r t a in ly  hope t o  expand sa les ,   espec ia l ly   to  hard . . 

.currency  areas: However their. hiS.tory .of ,spectaliza-bion i n  ,$he . 

production of heavy machinery makes it d i f f i c u l t  f o r  them t o  
restrmcture and revive  production towards t he  light industry 
whose products  could be more competitive on world  markets, 
Machinery exports however d id  increase by 15% i n  1968. 

'e For a. country  of  limited  natural  resources 
Czechoslovak exports  include a high proportion of f u e l s  and 
raw materials,  which formed 29% of t o t a l  exports i n  1969, 
Rolled  metal  coal and coke,  timber,  glass and papers are among 
exports   to  Communist countries. U r a n i u m  ore  i s  exported . 

exclus ive ly   to   the  USSR. 

Trade q d  Co-oaeration  with  the  Industrial West 

80. From the   Indus t r i a l  West, Czechoslovakia draws roughly 
one f i f t h  of  her   total   imports .  However in   the   impor tan t  
category of  machinery  and equipmefit, about  one  quarter of this 
category  are   products   of   the   Industr ia l  West, and these showed 
a 45% incsease i n  1968 ( a f t e r  a fa l l  of 17% i n  1967)* Largest 
increases were recorded with the  Netherlands,  Belgiun, West 
Germany, the  United Kingdom and Austria, 1969 f igures ,  taken 
from Western  sources, show that- imports  from France  rose sharply 
(a f te r   dec l in ing  in 19683 ~ as well as ,from  Switzerland and ' . ' ' ~ . . 
I ta ly ,   whi le  from Japan they  soared  to   f ive  t imes  the  previous 
yearts l eve l .  However  West  Germany comgletely  dominates th.e 
f i e l d  with de l ive r i e s  of  machinery  valued a t  over $80 mill ion 
which i s  equlvalent t o  t h e  t o t a l s  of  Italy,  France,  the  United 
Kdn.gdom and Switzerland added together. From  West Gemany aUne  

valued a t  $5 million, It  i s  a l so  i n t e r e s t i n g   t o   n o t e  that  from 
France, West Gemany, I t a l y  and the United Kingdom she 
purchased  passenger  cars  valued a t  $12,5 mil l ion ($9.0 mil l ion 
in   1969) ,  These together with o ther  consumer goods,  including 

clothing from both of  these  countries,  were  presumably paid f o r  
by the  Soviet  l o a n  of  $20 million  granted f o r  this purpose i n  
Ailtmn  1969,  (See  paragraph -94, ) 

i 0 -  

i 

.- Czechoslovakia  obtained  chemical  plant-   installations  in 1969 

. .meat from West  Germany, fruit and vegetables from I t a l y ,  m-d 
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Asother  sphere where t h e  Czechs have hough% widely i n  
the  West i s  coroputexus, It  i s  est imated  that   they have limgorted 
about 125 conputers from the  West during  the 196Os, chief ly  
from the  Uni-t;ed  Kingdom, t h e  United  States, Wee% Germany and 
France,  Exports of machinery,  which a re  an j.mpori;ant measure 
of economic p rogres s ,   f e l l  by 8,9% i n  2.967 but   rose by 14,70/0 i n  
1968, Largest   increases wsre  recorded. with West  Germany, France 
and t h e  Netherlar~rdaU  According t o  Western s t a t i s t i c s ,  i n  1969 
Czech exparts of  machinery rose by over 60% t o  both'  West 
Gemany and I t s l y  and by rzearly 50% t o  Belgium and Japan, 
However..here  again West Germmy i s  by fa r  the   l a rges t   r ec ip i en t  . 
of such  exyort,s,  taking  as much as France, Italy and the  United 
Kingdom put  together,  Since  1969, imports of Western  automobiles 
have been  sharply  curtailed,  falll.r_g from 19,000 that year to 
10,000 last  year, arid 4,500 planned f o r  1971. This r e f l e c t s  
production and d i s t r ibu t ion  agreements w i t h  other  Eastern 
European countries and. commitments t o  import 200,000 Soviet 
automobiles  during 1971-75* 

C 3 s m e e r n e s n z  

81, AS ear ly  as 1965, Czechoslovakia  signed  scientific and 
t e c h i c a l  co-operation  agreements a t  Government l e v e l  with 
I-tay'9 Belgium and France, A technological  agreement was 
concluded with t h e  United Kingdom i n  1968, and one with Japan 
was considered.  Early i n  1970 an agreement was signed with 
France on economic co-operation, ar,d fifteen industries were 
l i s t e d  as the  most l i k e l y   i n  which  such  co-operation  could  be 
developed. More recent ly  ir, June  1979 a long-term agreenmt 
on t h e  exchange of  goods together with olrLe on ecoïmmic, 
s c i e n t i f i c  and technological  co-operation was i n i t i a l l e d   w i t h  
West  Germany.  Dermark also has signed a similar agreemento 

82, Czechoslovak industry i s  especially advanced i n  
several   sectors  of the  engineering mci e lec t r ica l   indus t ry ,  with 
spec ia l  emphasis on such  items as machine t o o l s ,  t e x t i l e  
machinery znd e l e c t r i c  power and metallurgical  engineering,  In 
recent   years   there  has been a notable  expansion of  c h a l c a l  
eng:ineering f o r  USSR requirements &ild of ant i - f r ic t ion  bear ings 
t o  meet prcduction  required  under CMEA planning, Czech research 
arld develcpnent i n  many sectors  has a l s o  been on advanced  Lines, 
From this pos i t ion  of  considerable  technological  strength,   the 
Czechs  have shown an i n t e r e s t   i n  buying  Western  technology 
out r igh t  i n  a few selected  fieLas  such as electronics,   road 
vehfcl e and locomotive  engineering, 

83, Czechoslovakia has been act ively  pursuing  l icence 
deals   s ince 1965 with  purchases  averaging 60+0 annually and sales 
in  1969 a t  about 40, Purchases  have  principally  concerned 
metallurgy,  chemistry,  mining,  mechanical  engineering,  industrial 

t e x t i l e  machinery.  Czechoslovakia  has  purchased some l icences 
t o  use  special  manufacturing  processes which a r e   l i k e l y  t o  

. .  . consumer  goods and e lec t ronics   f ie lds ;   sa les  have  been.mainly i n  
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influence  production methods i n   t h e i r   r e s p e c t i v e   i n d u s t r i e s  
and i n  19G8 alone 66 l i cences  were  acquire0,, Some of  t h e  most 
significarmt ones are   re2erred t o  b r i e f l y  below, From the  United 
Kingdom f i &  of Pilkington  Brothers  they boug$t t h e .   r i g h t  t o  
u se   t he i r  f l o a t  glass process (the f i rs t  East E-iropem couxtrgr 
t o  obtain -this r i g k t )   E a r l y   i n  1968 they  purchased a 
man,ufacturing lfcence and a contract  f o r  technical ass is tance 
from the  Bu7-1-Genesal E l e c t r i c  company of Wance, This  provides 
for the   p roduct ion   in   Czechos lovdda ,   in i t ia l ly  from Fï-ench 
components. of  t3e' GflQ4.A 3.40/145 computer  system ( t o  be ca l led  
t h e  TESLA-200) including -the per ipheral  equipment, , Another 
agreement is with the  French Soci.Qt.6 des  Etudes  de MacM.nes 
Themi@ms.  which  provides fol? the   jo in t   research  and development 
of l a rge  scale  diesel   engines.  With West  Germany, a l icence  
dea l  was made with Siemens  cover5ng t h e  assembly and pro'chction 
of  tM-eprinters, The traffic i s  n9-t en t i r e ly  cne-way aa . thé 
CzachS-have hEd a big success wîth the i r   invent ion  of a 
spindleless  spinning machine and have so ld  the  process f irst  
$0 t i e  .Itali:m Necchi company and later 'to Japan, They have 
also sold  l icences for o the r   i ndus t r i a l  processes t o  k'rmce, 
West -Gemmy, Italy, Japan,  the  United Sixtes a d  the  Vnited 
Kingdom, In mid-1969 a t e c W c a l  and coniiel-cial.  agreement was 
signed with Neccni  which  provided for the  exchange of  technical  
information hut a lso  made provision,  for  possible  co-operation 
i n  third  cxuntr ies ,  With t h e  West Geman su5sid:iary of  
Rabcock and Wilcox l a t e  i n  1969 Slovak bo i l e r  makers entered 
into a seven year agreenent t o  co-operate i n  the  production 
and marketjxg of l a r g e   b o i l e r   i n s t a l l a t i o m ,  A s  long ago as 
1965 t h e  Czzch orgaaization Chspos made a Len-year  agreement 
on tec.hnical  co-operaticn  covering  certain  types of p e t m -  
chemical eqiipment  with the Swiss fim of Gattys Tecbmtque which 
i s  va l id -  tYccughout t h e  world, Working ssrang&ents exist ; 
between Skoda a d  t h e  Swedish e l e c t r i c a l  conce;rr of  MEA ' 8 s  
well as between  Tesla and Ericsson and between 'The '20s K w 5 m  
machhe. t o o l  wcrks and Saab, Late i n  1368 t h e  Czechs a re -  
r epor t ed . to  have  approached' Mitsui on t h e   p o s s i b i l i t y  of 
technical  co-operation i n   e l e c t r o n i c s ,  atomic  energy, p l a s t i c s ,  
syn the t i c   f i b re s ,  computers, construction engineering and 
isotopes,  

84, I n  t h e   f i e l d  of industrial  co-operation  .agreements 
w i t h  'individuel  Western  coqmrA.es,  Czechoslovakia has been 
czu?;i.ous, considering  her well-developed  engineering  industries. 
O n l y  one o r  two agreements have so far been made which.provide 
f o r  iIl;ports 09 We-stem  technology and know-how t o  be p a r t l y  
paid for by the  products  manufzctired  under ld.ceme, This i s  i n  
con~~; . ss t  t o  the  roarly rgreements msde by Hungary and t o  a l e s s e r  
extent by, Rumania, A va r i an t  of ,  this type was th2 purchase 
of a l'icertce, as weXL as machinery-.md equipment f o r  t h e  
p r ,od~~c t ion  of Renaul.t/Saviera l i g h t  l o r r i e s   i n   t h e .  Avia p l an t  
n e a r   P r a e e ,  under a tea-year  agreement,  This  deal was to be 
h210lly . o r  p a r t i a l l y   p a i d  f o r  by .the  supply t o  Renault of 
machine' t c o h ,  car accessories and spare parts from t h e  Czech 
engineering  industry. 

- ~ J ' A T ' ~  C O N F I D E N T I A ' L  . . . . . . . . 
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"___IV_.__. N A T O  C O N F I D E N T I A L  

S50 Other  types of economic co-operation with Western 
€3. ms j.rwolve t h e   s e t t i n g  up of  j o i n t  compani e s   i n   t h e  Western 
cocatry with the  specific  purpose o f  applying FJes-kern 
marke*ing  techniqrs.es t o  enable Czech commodities t o  compete more 
readi ly  in export  markets,  In November. 1965 Strojimportb which 
deals  with  the  export  and import, of machine t o o l s o  welding 
machinery,  measuring  instruments and glassmaking  equipment, was 
given  authority t o  m&e investments i n  mixed foreign  t rade 
coqmratl.or,s. Tne share cap i t a l  i s  usua1l.y f a i r l y '  ~vGnlp 
d%v%ded between the  par t ic ipants ,   but  i n  one o f  these  coupanies, 
Stfm4"a.nc~e9 s e t  up i n  5967, the  Czech share o f  t he   cap i t a l  
amovrked t o  only 30%* I%s principal  oB,jective was t o  market 
h.yckaxfif.c p a p s  i n  Frame and by 1969 an offshoot, S4;ima SA, 
was s e t  ug in Brussels,  Similar companies se~l.l.;ze.mac:i-rl.xi.e t o o l s  
were s e t  up i n   t h e  Netherlands and t h e  United  Skates; ownzrship 
of t he  l a t t e r  concerng  established in 1968, i s  50$Ufi!..ted S ta tes  
and 50% Czechoslovak,  Azother ,joir?.t company with hzadquartex-s i n  
Stockholm s p e c i a l i z e s   i n  t;he s a l e  o f  Czech machice %Gois and i n  
pxtosotirlg the  export  o f  Swedish industr ia l   products ,  ani? a 
Pif3.an-based j o i n t  c o q a n y  w i l l  buy m.ainhy Czech e l e c t r i c  Rotors  
znd oyganfze t h e i r   s d e  i n  I t a ly .  On the  other  .hand some 
Westeyn firm such as Volvo, F i a t  and Toyota  have also decided 
t o  s e t  up spare  p a r t s  and repair   centres  f o r  the i r   cars   wi th in  
Czechoslovakia, 

" 

vestern Cr.ddi_t.s 
"" 

86, On the   bas i s  of returms made by NATO countries  the #' 

1969 was $ 2 6 ~  3 mill ion,   put t ing  her   fourth among the  countries 
of' Eastern Etirope, j u s t  below Bulgaria  but  well  ahead of East 

-:Germaxrrg- and Ht.xagaryo About 80% of the  value of c r ed i t s  
e:.rtemid t o  Czechoslovakia has  actuslly  beeg drawn, , .  

Czcchoslcvakizfs   re la t ive  posi t ion i s  the same when outstünding 
c r e d i t s  of more than  f ive  years,  amounting t o  $ 1 ~ 1 ~ 3  million, 
are  considered, A t  t h e  end of 1964 outstamding  credit  to.  
CsechosZovakia was put  a t  Som2 $110 mil l ion,   thus  showing sthat 
t h e  volt-me of c-redl.-k; had more than do1Lbled by t he  end o f  1.969, 
Over the. sane period o f  time, however, Romania  increased  her 
vo lme  of  outstanding  credit  by  more than  seven tLmes  ar,d 
Bd.gar'f.a  'by th ree  times,. T h i s  underl..ines  Czechoslovakia's 
Caukious appxach   t o   t ak ing  on la rge-sca le   fc re ign   c rsd i t sO It 
i s  d i f fgcul t  tc see any correlat ion between t h e  upsurge i n  her 
imports  from t h e   i n d u s t r i a l  West i n  1968 and t h e  takil:p; ' c m  o f  

.\ ' ,F l e v e l  ~f ou-tstanCing c red i t  t o  Czechoslovakia a t  t h e  end of  

new cr*ed.i . ts  from her  NATO susp l ie rs ,  The big r i s e  in   ou ts tanding  
c r e d i t  of over $130 E i l l i o n  was recorded i n  1Ç69,' . .  

87* From the  ear ly  months o f  l968 t he re  was much discussion, 
, l e d  by Sik ,  on t h e  d.es i rab i l i ty  of o'btaining a gold cr hard 
currency  loan ZioTmtfng t o  some $500 mi l l ion  from e i the r   t he  East 
o r  the West, Statements were made t h a t  if it was n o t  forthcorning 
from *he USSR .(and there   .were   severa ï   repods   - tha t  Czech 
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-37- m 
delegations  had  included  recpests f o r  such a loan during 
i"zsg0tiations wtth the  Soviet  Union)  th'e  Czechs woul.d re luc tan t ly  
t w n  to   the   West . for   such  a sum. S t o r i e s   r e l a t i n g  t o  the   loan  
were featuTed i n   t h e  Western press  r igh t  up t o   t he   Sov ie t  
invasion, 

The quest ion  ar ises  'as t o  why and f o r  what purpose 
the   loa iwas   requi red ,  In s p i t e  of  pers i s ten t   repor t s  of  short-  

-term balance'of payments dXf icu l t i e s   t he   l oan   i n   ques t ion  was 
not  relevant to these, There appears to have  been some 
divergence of  opinion anong t h e  Czech leadership however as t o  
whether t o  use a l o r n  for t h e  fmmediate purchases o f  consmer 
goods as an Pn.czen-tive to   increased  laboar pro&ucJ:ivity wiidch 
covJd  improve o r  r e s to re   t he  growth r a t e  of  Czech industry o r  t o  

i s  clear that the   necess i ty  for put t ing  the  Czech economy on 
a sounder foot ing  was one of  t he  main preoccupations o f  t he  
leaders,  Economic gl:mncrs thought tha t  a loan. of  some 
$500- mbllfon would be t h e  sum needed over the  space o f  several  
years, t o  enable them res t ruc tu re  Czech industry,  Tiis would 
involve   sh i f t ing   the  emphasis from heavy %nduts%ry geared -bo i ts  
Q4.W partners*  requirement  (above a l l  t he  Soviet  Union) more 
towards Czech t r a d i t i o n a l  l i g h t  engineering and consunera goods 
indus t r ies ,  The qudl,-i.ty of these goods is  such that  they would 
be l i k e l y  t o  f i n d  a fairly r eady ' sa l e  i n  Western markets and 
thus  enable an expansion of t r ade  with t h e  West, Nothing had 
f i n a l l y  been  decided,  nor as f a r  as we  can ascer ta in  had the re  
been.  any firm' request for a hard currency: b a n  made t o  -my 
f i n a n c i a l   i n s t i t u t i o n s   i n   t h e  West p r i o r  t o  the  invasion, 

I L S ~  for I n m a  + o m  r r n c , , b m r n * ~ . * - * - -  "Q m - - - ~  --=---'---- 
- . ~ - A 3 - y u a -  A uu t a A . * A t .  u u A  Alae VI Q L , ~ ~ U  . ~ I N  U.S ~ L T .  It 

88, Transcctiom with bloc countsf-es a re  conducted 
bilaterally  through  clearing  accounts  expressed in -kerns of  
t ransferab le  Toubles, which a r e   u n i t s  of account c.d.y, and not 
cosver t ib le   in to  ot'rer c-amencies. A s  out l ined above, 
Czechoslovakia has had a large  surplus  wi%h all Communist 

'countries  cver  recent  years,  P a r t  of  this. was probably  offset  
%y f r e i g h t  cha;-g.es such as p o r t  dues and shipping pa.yments t o  
e.g. Poland, which outweigh  earnings from.' rail transit through 
Czechoslovrkia, 'rIo'td'lzver %he surplus i.s probably increased by 
net.  ;earnings on tau.rLst  account with other  countries,  A 
fu r the r  par t  cf the  . t rade  surplus  with Communist c o w t r t e s  
in recefit years probably  rzpresented  credf-ts  .exter-ded by 
Czechoslovakia, . a n c i  t h e  more recent  reverse  trend may represent 
repayment of  these  credi ts '  in goods, A noticeable   feature  
of Czechoslovak cred i t   opera t iom  s ince  1960 has  been  the 
d e l i v e r y  of Czech machiaery for the  development o f  raw materials  
i n   o t h e r   c o r n t r i e s  by w&hich Czechoslovakia  has  secured long- 
term  supplies of these  mater ia ls  i n  r epapen t .  
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(a )  g5-JGe Czechoslovakia  extended two large  cre6i-k t o  
'Che USSii i n  1963 f o r  development of a pilosphzke mine 
i n  Kingisepp  as  part o f  a j o i n t  investiilefit with 
Bulgaria, GDR$. Poland and Hungary. Repayments a re  
t o  be i n  de l iver ies  o f  phosphate flour, Previously 
Czech equipment had been  supplied f o r  the  del ivery 
of equipment t o  irm n i n e s   i n   t h e  USSR, repayable i n  
de l ive r i e s  of i r o n  . o r e  concen.tx*ate and other  metals. 
Much of t h i s  i s  transported by a special-1.y -bui l t  
railway t o  Kosice, In t h e   f i e l d  of  f u e l  and power 

. . ., sugpkies an agreement was signed i n  September 1966 
on the  suyp-ly of Czech Large diame-kes pipes arid 
eqII;Li,pment such  as  turbo  compressors f o r  t he  USSR cjfl 
industry,  reTayable . w i t h  irlcreasec!  deliveries o f  o i l ,  

. I n  June 1968 a s imilar  .agreemen-t vies signed 'with the 
USSR for the  delivery: 0.f pipes.rcpayab2e  with 
de l ive r i e s  of  na tura l  gas whicn a re  planned t o  r i s e  
from 1,400 m i l l i o n   c u a   i n - 2 9 7 0  t o  39000 rolllion cuem 
i n  1975, a 

(b) .Iy Ea&ern Europe. 'With Eastern  Enope  also,  a l a rge  
cumber 'of schemes provide f o r  the   de l ivery  of  Czech 
mac'ninery f o r  the  guaranteed  supply of  raw m a t e r i a s .  
In   l960  an agreeffient with the  GDR provided for- the 
supply of CzecS machlnery t o  improve East German potash 
mining. and p r o c e s s i n g   f a c i l i t i e s   i n   r e t u r n  f o r  expanded 
exports o f  potash, A Czecil-Bca7.garian agreement of 
l959  with  the Medet  Combine iccluded  delivery of 
equipment  on c red i t  f o r  an open cas t  copper mine and 
%he expansion of a copper  foundry  repayable in   supp l i e s  
o f  e l e c t r o l y t i c  copper, An agreement o f  1961 with 
Poland on Solnt  development of copper  resources was 
renewed in 1967 and exterded i n  rg'?O. Czechoslovakia 

' .  granked c red i t s  f o r  developEeat of t he  Lubin coppe~  
deposits  hfith  repayments i n  copper  deliverzes from 
1969, t o  cont in ie   a f te r   the   , c red i t  i s  repaid, Similar 0 
agreements  have  been made f o r  t h e  development of  the 
Tarnobrzeg sulphur deposits,  t o  be  repaid by 
10(>2300 tons of sr13ph1u~ pey anrxm, and t o .  the  Staszic- a 
coal mine, repayable in   coa l   de l ive r i e s .   In  Rumenfa, z 

. Czechoslovakia  participated i n  a joint investment 
pro3ect  together with Poland and East Germany f o r  
qxipment f o r  a cellulase p lan t  at  B r a i l a ,  repayable -. 
in ce l lu lose  produced by the   p l an t .  Czechcslovakia 

.. has also  delivered power p l an t s  t o  Rumania, Biilgaria 
' .  and Yugoslavia i n  retukn f o r  supplies of e l e c t r i c i t y ,  

""" M A T O  C G N F I 9 E N T I A L  
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Co-operation  between  Czechoslovakia and Eastern 
Europe covers a wide va r i e ty  of agreements on joint   production, 
icvestment,  marketing and researcho Although production 
spec ia l iza t ion  on a CPEA-wide basis still  seems an unreal isable  
goa l ,   b i l z t e ra l   spec ia l i za t ion   i n   l imi t ed   f i e lds  has beerr  more 
successful, With t h e  GDR stlch  agreements  cover al.most one 
q u a r t e r  Df. . t o t a l  trade turnover, although izplementation is  

'no t  known. Co-operation ilz electrical ,   teclmologicab and 
automation  equipment is developing between Tesla o f  
Czechoslov&.ia  and East German Ins t i tu tes - ,  and co-ordination of 
s t e e l  p ipe  md  ba l l  Seaping pmduction has exis ted  s ince  the 
ear ly  19&ls, Within the chmical   industry  there  i s  d iv is ion  
.af p r û d ü c ~ i s n  sf i n sec t i c ides  ami pnarmac.eu-ticaj.s, and under a 
1966 tmrxpor-k agrewenk  the CKll Trakce and Tztra works i n  
Prague i s  t o  special-ize i o  tram production,' and IFJE 
Sckrienenfahrzuge (GDRj is to maxufacture  refrigerated ran".l..way 
wagonss Rn agreement o f  1967  divided  prod.xti.on  of  certain 
types of  machine t o o l  between the  two countri.esa .. 

With Hungary spec iz l iza t ion  agreements  'cover 
production of medical  equipn.ent,  paper ar,d ' t e x t i l e  macUneFy 
and joint   investments in building industpy  materials (cement 
and l ime),  . A n  agreement  between Technoimpex of Hungary and 
Invest  of Czechoslovakia f o r  the  bui lding of  slashing machines 
' f o r  t h e  modernization o f  t h e  Czech tex t i le   indus t ry ,  also . 
is,cl?rdes t h e  West German firm of Sucker, who supply  blue  prints 
a ? d  coaponents f o r .  final assembly in Czechoslmmkia, 

91, A major a g r e a e n t  . "th Poland  involves  coproduction 
of buses and. heavy l o r r i e s  between Skoda and J d c z ,  and t r a c t o r  
coproduction betweel?- the  Zetor works of Brno and the  Ursus works 
i n  Po3-and, Tractors axle assembled i n  both  courtries after 
exchange of  componsn-ks such as motor transmission and brakss 
f3aom Czechoslovakia aid axles and s teer ing  m-its from Puland, 
An agreement with Bulgaria  provides f o r  one assembly of  t h e  
Skoda MT4 l o r r y  a t  t h e  Madara p l a n t   i n  Shumen, which w i l l  
i n i t i a l l y   i n v o l v e   t h e  assembly i n  Bulgaria o f  components 
delivered from, t h e  Skoda Liberec  plant,   while  Bulgaria w i l l  
gradually asspe-  ,production of  conponeat-s and rede l ivery   o f .  
%he 10 t0.0 1.wries.  'However. many other  projected  plans f o r  
co-operation  with  Bd.gariaa:  have  been  scaled down. 

92. Co-operation with Yugoslavia  has  been  facilitated 
by the   es tabl ishment   in  December 1968 o f  a banking  consortium 
to   i rx i t i a t e  as well as f inance  joint   ventures ,  and spec ia l  
co-operation  accounts  have  been  opened i n  f r e e  currency., 
Pro jec ts   f inawed by t h e  consortium  include an agreement of 
November l969 between Rade Koncar of Zagre3 and CKD Czechs for 
the   Joint   product ien o f  welding  equipment, and an agreemehit on 
development and marketing of bal l   bear ings.   Other   special izat ion 

N A " ï . 0   C O N F I D E N T I A G  
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agyeements  cover joint   production of  cathode and electronic  tubes 
(Nis atd  Tesla)  automative components,  machine t o o l s  and 
measuring  instruments,  Provision was  made i n   t h e  agreement on 
Yugoslav bui ld ing   se rv ices   in  CzeckcsLovekia f o r  same payments 
i n  hard  currencyp and this pr inc ip le  may be  extended, 

930 A s  yet   there   has  been l i t t l e   p a i r t i c i p a t i o n  by the  
USSR i n  production  specialization  with any East European  country. 
Nuch co-operation has t&ec the  form of  reciprocal.  .supplies .-O$ 
p3.an-t and equipment.such as Czech de l ive r i e s  o f  r o l l i n g  
equtprnent f o r  netallurgica.1 works, and the   - ag reewnt s   fo r - the  . 

supply by t h e  USSR of nuclear power s ta t ions .  J u î n t  research 
betweer1 in s t i t u t e s   has  produced some renu3"ts such as the  
spindleless   spinning machinery f o r  t he   t ex t i l e   i ndus t ry .  

94, The s e r i e s  of  agreements  signed  since l a t e  1968  provide 
some indica t ion  of t he   l i ke ly   fu tu re  of  Czech-Soviet economic 
- .elations.   In December 1968  Baibakov signed  an',agreeraent i n  
Prague f o r  Soviet  orders o f  engineering goods t o t a l l i n g  
12,000 million  kcs,  f o r  the  per iod 1371-75. Orders  were  placed 
wSLh Czech engineering firms Skoda, CMD f o r  i n d u s t r i a l  equipment 
am1 tras2s9or-t goodso In   re turn   the  USSR agreed on increased 
supplies o f  raw materials. I n  July 1959  agreenent was reached 
on t l e   r e c i p r o c a l   s ~ q p P y  of machinery equipmerit amounting t o  
3,009 million  roubles 1971-75 covering  deliveries of machine 
tao1s9 Czech import of cars and a i rc raf t ,   d i rec t   contac ts  
between research  centres and the  construction i n  the  USSR of 
p ro fmc l ion   f ac i l i t i e s  f o r  chemical, oil, food and t e x t i l e  
indust;-ieso ïn October 1969 and April 19'70 fu r the r  agreements 
were s i g m d  on the  supply o f  atomic power plants,  Soviet  supply 
of equipment for ,prefabr ica ted   bu i ld i r4   fac tor ies , .  and a id  i n  
%he  constru.ction of  t he  Prague  underground. Ir, addition i n  
Oc-kober 1969 t h e  USSR granted a loan t o  Czechosl~ovakfa i n  hard 
cwrency of $20 mil l ion f o r  the  purchase of  consmer goods i n  the  
West, These  agreements  suggest tha t  t h e  Czech need f o r  a . .  
Testructuring of industry t o  prodwe rnore l i gh t   i , ndus t r i a l  goods 
w.?.Il r-ot be  immediately  pcssible, The USSR demand f o r  heavy 
machinery azc! equipment continues, and under  tile  terms of the 
19?1-'ï5 p l an , -   t r ade   i n  machicery and equipment i s  t o  grow a t  a 
f a s t e r   r a t e   t h a n  t o t a l  trade,  The USSR is  a l so  Likely t o  
'emphasize t ha t  increased  machinery  import from Czechoslovakia 
must be balanced by increased  exports of  these goods t o  
Czechoslovakia. Xaw material.  exports from the  USSR - especial-ly 
021 and n a t w a l  gas - w i l l  increase as recent agreements come 
into  operat ion,  
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. .. 

Irrdustry 

Building 

Agri cu l ture  

Forestry 

Transport 

Telecommunications 

Technical  Material Supply 

Commerce and Catering 

Pwcnases 

Others 

'3.965 

64-9 

9*3 

1-1 9 

1.4 

2.7 

0,5 

. .  . 

042 

7.5 

0.7 

0.9 
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TABLX III 

Main p.0. CategoriqLof Tnv-estraient 

&X& and 1966 L w 6 4  prices;  1967 and 1968 in 1967 prices). 

.S- 

1962,  1966 1867 m 
Industry 

Building 

Agriculture and Fishing 

Transport 

Material  Technical- Supply 

Trade and Catering 

Purchases 

Other  production 

R&D 

Services 

Housing 

Health 

Schools, Culture,  etc. 

Administration 

. . .  

20 , 395 

1 9  475 

3 9 133 

4,918 

309 

a73 

622 

37 

607 

1,002 

27 527 

2,936 

' B  c; 568 

12,352 

560 

2,161 

1,162 

51 

1,192 

2,034 

3 9 391 

1,120 

2 , 666 
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Total 

Arab1 e : 

Cereals 

Industr ia l  Craps 

Fodder and Roots 

Potatoes 

Vegetables 

F r u i t  and Vines 

Hops 

Mmal  : 

Sl.augh-ker c a t t l e  

Homed cattXe 

Pigs  

Milk 

Eggs 

. .  
I 

1066 

26,165 

28 p O00 
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l 

t 
Bar1 ey 2 L 4  2304 270 3 2 g 0 8  

Maize f o r  Gx’ain 2799  32.7 30*3 33.8 

O 
Pulses 

Potatoes 

Fodder on Arable Land 46.6 50.8 45-6 47.2 

Root Crops f o r  Fodder 282,2 417.6 449,l 513e8 

Hay 32,4 31.4  32eO 30.8 

Poppy-seed 4.4 540 5.7 5.8 

RapeseedJTurnip 14.6 16.3 17.3 14-1 

Flax ( d r y  weight) 31.4 31.0 3368 31.5 

a Sugar-best 
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TABLE VI1 ""-. 

bTltrogen "I 337 y & - "  - 981 244; 404 -. 777 998 286 064 

Phasphates 253 432 254,519 255 , 583 21c8 460 

Potash 339 9 081 394,703 396 223 410 p 231 

Total. 

of which: 

Nitrogen 

Phosphates 

Potash 

115 o 2 

32,o 

35.6 

47*6 

126.1 1.30 p 9 133.4 

34.7 39.2 40,4 

35.8 36.1 35.1 

55.6 55 ..6 57.9 
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Wheeled Tractors 

Track Tra.ctws 

' Trac-tor Ploughs 

Weeders 

Grain Sowers 

Czxtt .  e r s  

Reapers 

Combines 

FlaLJ-s 

Flax Combines 

Sugar L i f t e r s  

2'haashez*s 

of b-hic5 autozatic 

196.6 

145 506 

40 B 41.1 

50 y 127 

15,533 

41 p 932 

31  p 943 

1ZP266 

12,778 

26,209 

155 

2 9 937 

14,898 

10,154 
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. .  . -. . 

m m  t o  

TABLE' IX 

CSSR 
.y19LL 

CSR 
wiœ 

B % CSSR 

Total industry ., . -353,516 .271,861 81,655 100 

of  which: 
A, Producer goods 
B, 'Consumer goods. 

of which: 
f u e l ,  coal ,  o i l  
e l e c t r i c i t y  
ferrous  metals 
non-f errous  metals 
chemicals,  rubber 
macbine and metal- 
working 
building materials  
woodworking 
Pap e r  
glass, ceramics 
t e x t i l e s  
ready-made clothing 
lea ther ,  furs 
p r in t ing  
food 
others  

97 h23 
12,121 
11 497 

6,035 
4,437 

6,755 
18 , 5388 

-. 8,990 
2,226 

61,201 
l 4  p 358 

76,921 
7,833 
7,888 
4,433 
4,019 

16,088 
4,571 
6 ,-428 
1,799 

45,755 
10 , 505 

62.6 
37.4 

8,2 
2-7 

10,8 

2a7 
6,7 

27.4 
3.4 
303 
l a 7  
1.3 
5.4 
l a 9  
2b5 . " . ~  

O c6 
1703 
4-, 1 
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TJLRLE XI 
<"~ 

+ 
T o t a l  built:  94,171 

of which: 

New buildings 

Reconstructed 

Others 

T o t a l  decrease: 

of  which: 

Demolition 

Reconstructed 

Others 

23 O00 

Balanc-e : 71,171 
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a. 

. ’  

- CSSR 

Total 

of which: 

Focdst‘df 8 

Ind-ustrial goods 

Total 5 c l  

of which: 

Foodstuffs 4,? 

Inciustrial goods 5.7 

SS2 
”a 

Total  

of which: 

Foodst”8f s 5.9 

Industria2 goods 707 

505 

6.8 

2,7 

8 e 5  

4 0 6  

2,1 

709 

405 

907 

5.2 1300 

4,2 6,8 

6.4 20,4 

495 12,4 

2 e 9  6,2 

6.6 20.4 

7.1 1407 
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1966 
" 

l.. 9 67 

P 
Income 

Income from national economy 

Taxes 

Others 

127 , 473 

17 263 20 p B38 

59,832 89 9 771 70,722 

6C, 970 

68,413 Economy 

Cfl'tural and Social Services 48,774 66? 068 

, Defence and Security 10,125 1.0 p 841 12,385 

"A" 2 '749 

".&,,C., 154 795 
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SSR 14,164 1 5  p 5-24 23 p O33 25 0 357 

(1965 and 1966 in 1964 prices;  1967 and 1968 in ï967 pr i ces )  

1965 1966 1967 

of which: 

Stace Organizations 807 

Co-*operatives 12 p 348 
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TABLE XV 

CSSR CSR 
U_*_ 

l966 1 226 
moplilcB9 3,928 2,702 

O 
.. 

1968 

+43% 

5,620 

. . .  
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USSR 

." N A T O  C Q K F I D E N T I A L  ...m S.".<- " Z  

Son-Socialist 
coun-tries 

Developed West 

Developing 
c o w t r z  es  

1.968 - 
71.5 

33.6 

28.5 

20,l 

1969 

70.6 

33*7 

2g04 

18,4 

1100 
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Nachknery and equipment 
Fuels and raw materials  
Foodstuffs and mater ia ls  
f o r  f o o d  industry- 
Industrial  consumer goods 

- .  . 

Machinery and equipment 
Fuels. mAd raw materials.  
Foog?st?Aff S 
Indus t r ia l  cohswner goods 

. ... I 

Sotlrce. 

Czech F Trac',e Handbcok 1.969 
Czech F Trade Jure 1970 

" 

e 
. .  

15.8' 
: 7.0 
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. . . . . ~ .  . .I. 

. .  

-7 
NATO cduntries 
Belgium 
Denmark 
Franc e 
West -Germany 
I t a l y  
Netherlands 
Norway 
United Kingdom 
Canada 
United  States 

Non-NATO 
Austria 
Fifiand 
Sweden 
Switzerland 
Japan 
To ta l  
__L 

Import 

7.7 
3.6 

1 9 p  3 
48,O 
19.5 
43 -7 

23 e 2  

.I 

5.1 

25,o 
2.0 
8 , O  

12.8 
l a 7  

2-20 6 

l 
Source: Czech Foreign  Trade, 
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Iraport 

. .  
7 e 5  
NA 

27a2 
61.6 
24.2 
17.6 

NA 
22.2. 
NA 
4.0 

39.3 
N A .  

8.9 
.NA-. *. 
9,1 

6 )  
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P " 

ilet  Material 
2ro  duct 
Investment 

1 (Traducer goods j 
\Consumer goods) 

I Labogr 

i *  

I 

'Money -Wages 
'Cos t  o f  
ILiving l t 

Ifietail,  

l _ .  

Trade 

1966 
Result 

. .  . . *. 

5 .F? 

1 , 4% 
58% 

1968 
Result 

705% 
10 y 4% 

4 ,  % 

5 S: 6% 
700% 
8,2% 

1969 
3esd.t  

6.5% 
l0,3% 

1 Y70 
i e su l t  

5% 
6,10/0 

7.9% 

'1.77 
1% 
4% 

0,4% 
2,2% - 

....... ... 
P 

1971 
P l a n  

Sources:.: Rud'e Pravo, ... 29th January-, 19'71, for: 1970  data;  otherwise 
. - : Ecoaomfc Survey of Europe in.. 1969, P a r t  II., EGE., 

e 
a 

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


