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economic development in Czechoslovakia. 1 fLollowed clusely
the domestic market and talked to many persons and friends
working in various eccencmic =znd politieal agencies, The
economic situation during the first half cf 1951

could be characterized as a rapidly detsriorating one. At
that time it was quite clear that we had to expect an
jmmediate chakoup on the top policy-maiing jevels of bhe
Czechoslovak Communis*t Party in a desperate attempt to save
the economic situation, or to face such compiete chaos as
existed in the first blocdy years of the Soviet domination
of the USSR. The expected shakeup came and was followed by
the most complete, thorough reorganization of the Czech
economy since its nationalizaticn under the Communist regime.
in my opinion, the impelling reasons for the above reorgan-
izatiop and its significance could be presented in the

following way:

~—

(2) During the past period of Communist domination of
Czechoslovakia it was obvious that the Party, and by it
the whole country, was run by bhe all-powerful tric of
the Central Committee: Rudolf Slansky, Bedrich Geminder,
and Bruno Koehler. In daily work in state agencies;
and praectically in all fields of national life, the definite
Party directive No 1 was striertly appilzd-”
mynder all circumstances, in all opesations, political
considerations 2re to be given first priority". In
this respect there was only one matter of importeance for
the vast Party machinery: +to strengthen the security
of the existing regime, i e the Party domination. This
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wae at the same time vthe maln cause of the rapid deter-
loration of the Czech economic situation within some-
thing more than one year. Practically. this meant:

to put 1In all, even lesser posltions, only politically
reliable individuals, or, putting it in the Prarty
ianguage, the "faithful sons of the workers*® class",

the thercughly diseciplined individuals who knew nothing
except what tney tad Ddeen tecld and taught. This pollcy
resulted in catastrophic losses to the highly developed
Czech industry and economy. New "workers' cadree" were
hurriedly educated in numercus "central workers' schools"
and "workers' universities” in the basic econcmic alphabet.
It soon happene=d that governmental departments, factories,
distribution crganizations, state and collect.ve farms
(JZD's) were run by people who had no qualifications for
these Jobs whatscever. These examples show the extremes
to which this went, Under the existing Farty poliecy
practically all positlons were considered "responsible"
and had to be cccupied by "new cadres”. An administrative
director of a hospital naturally wanted to prove how
responslible the clerical worlk was in hospltal adminls-
tration; high officials in the Ministry of Health wanted
to show the importance of such work also. They decided
therefors te put in these posiilions new "reliable"
workerat' cadrea, Thims has resulted in a real hunt fov
the workers' cadres in factories and plants in order up get them
into workers'! schools, Most capable and skllled workers
were Lhus taken off production and sent to schools,
causing great damages to production in all flelds of the
natlional economy. After completing a brief education
consisting mainly of pclitical indoctrination, it
happened, for example, that a ward from a hospital for
mental dlseases became the actual boss of the famous
Myzlivecek psyzhiatric clinice. The new hoss, in his
position of "politlesal secvetary", decided that all work
with "crazy" pecple was sheer nonsense and put an end to
research work conducted in this scilentiflc institution,
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the heating ayatem in the Student Health Institute,

became overnight a high offlcial in the Ministry of
Health, Cadre Department, and was put in charge of the
asslignment of doctors. A garage maintenance man in

the Ministry of Foreign Trade became deputy sectlon chief
of the Cadre Department and an actual head of all person-
nel of foreign trade companles. These are but a few
examples of the new peolicy which resulted in a gensral
mismanagement in all filelds of the Czechoslovak

economy and adminlstration.

The 111-famcd Lric: Slansky. Geminder and Koehler were
the actual creators of the above policy, buvw as Communlst
ideoleglsts, belng practically separated from the dailiy
1ife of the country, they were not able to control these
activities, It was generally believed that Slansky was

a Moscow man, placed by the Soviets in charge of the
entire country. In hia blind drive for the securitv of
the regime he denatroyed sthe economy. So 1n 1926 he
aholiashed the so-called Narsdohoapodaraica Rormige
(NHK) -Economic Commit4ee of the Central Secretai:
headed by Ludvik Frejks, [r Goldimann snd Dro Jung-
This comnittee waa the right h of Gebtwald, a

of the Mwe and later the Flve Vez: Wisa,  Affes B
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was dissolved Gottwald took PreJia with him to the
president's Personal Office; Dr Goidwann was appninted
Deputy Minister in State Planning Off4ae in charge of
statistics, ana Dr Jung-Jancik, who wan in charge of all
ecconomlc cadres with the NEE waa glven s rincr position
' with the local Slovak Government in Bratlslava, Instead
of NHE,within the Commih 8t PArtY s péw organization
. was oreated, the mo-called Prumysl, Peazznictvi, Obchod
s (abbreviated FPO)-Department Industry, Finunce and Commerce,
with new people in charge, Many general directors of
. national corporations put in by the BHK under Predla
4 o o and Jancil were diemissed, regardless of their
1 technical qualifiestions, -4nd given some infrriur positions;
some even went fo Jjall. New personnel were appointed 10
such positionz through the new General Vadre Dopistment
hesded by Bruno Koehler, a German Communiat who 414 not
even speak fluent Czech, The Foreign Affalrs Ministry
headed by Clementia, tryirs desperately for %he sake of
! . forelgn trade to "go slow" in this overall Communization,
. was always more and more pressed by Geminder, who vas
3 believed to he the 1iaison man for the Cominform, The
entire nation was becoming more and more disgusted by
State propaganda methods, 1Tbe national output decreased
steadily as a result of the mismanagement of new bosses,
b deep apathy of the working masecs, ever growing shortages
4 of raw materilals, and disorganization of the entire g
economic and administrative life of the country, Since ;
propagands drives had not breught forward any positive .
repults, the ever-growing and guickening “turn-over" of
; employees had only added to the rapidly spreading
k. general chaos in the country. And yet, aven 1f the
. situatlon had resulted in compliete bankruptcy, i1t would
B be wrong to expect that the political might and the
: & iron grip of the Communist Party wenld de weakened Yo {
! ‘ E such an extent as to permit a general uprlsing or some 1
kind of internal revoiution. On the contrary. with
the weakening economy the Communist terror grew in its 1
cruelty and scale. And then, In the last moment, when
the coal ocutput and the agricultural production were '
getting dangerously low and the general chao® .
in administration had reached a stage that nobody knew
any more what was going on in the country, came the blow,
the biggest sbakeup in the Communlst FPariy, ordered un-
doubtedly from Moscow,. Rudolph Slansky was removed
to an unimportant positlon, Geminder and Xo2hi
simply vanisbed., An “eccnomically-minded group of individuals
Leaded by Klement Gotiwald ceume to pover, It "meant
also the reinstatement of bis Oxford-trainea ezonomlc
advisors, Dr Goldmann and Ludvik Frejka. Th= new
Ministry of State COAEFOl “was put in the charge of Karol Bacilek
A Slovak Cormunis%, known aa & faithful and nlind
follower of Gotiwaid.

G it ke R S

{¢) The eatablisrment of new Czechoslovak economic ministries
does not £5ilow stricily the Soviest pattern; 1t has in
1tself a specific mipgnificance. In {7=choslovakila,
with practicaliy flly nationslized industry, the
activity of the Indurtry Miniatry grew on a Lremendous
scale and it soon hecame “he actual administrater of
various industrial pooupu, This led to necessary de-

ko : ssntralization. FPFirat, t#e independent Minisiries for

b : Heavy and Light Indusbry vare cregted. 'sier on, they
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ware divided into some more speciniized miniséries. This
reorganization doss not neceasarily result in a larger
buresucratic machinery; we have to eep in mind that in
the mean time the ¢ollestive workers! administration of
3 enterprises was abolished, and the plants and other
o enterprises were put uwder the direct administration of
4 corresponding industrigl ministry, It 1x Lo be
: expected that after the removal of Koshiler mora attention will
] be paid to actual qualifications in appolintment of _
p , employees, and not only to political reliability as it £
j was before, B

; 2, A part of the blind policy of the old trio, Slansky-Geminder- %
. Koehler, was also the unfortunate case of William Oatis, I 3
- am afraid that today his release im a matter of prestige to E
i the Communist Government of Czechoslovakia, I am sure that
the Gottwald group would never have been so short-sighted as ]
to risk all the economic losses which have resulted from the ’
-Oatls case to Czechoslovakia. The future will show whether
the Gottwald group will be able to save the situation., It ia
pomsible that Moscow has set a time Jimit for this eonsoslidating
policy. I have often heard that Dr Jaromir Dolansky, the
Minister for State Planning and thne beat Communist economist
- in the country, was always 1in strong opposition to Slansky's
methods and urged Gottwald to econvince Momcow that no
positive results could be expected in following a strict
Communization policy with complete dlaregard for ecconomie
problems, It could be assumed that, at least for a certain
time, Gottwald succeeded in convineing the Kremiin masters
of this. .Some people said that if Gotiwald did not succeed
in his task, Slansky would be returned, with a reign of
terror, to squeeze the country and people as never before,

3. At the present time distribution of goods within Czechoslovakia {
is completely separated from producticon and forelign trade and i
! internal retail trade has completely vanished, The distri-
butlon of gooda to the population is conducted through the
following natlonal corporations estabiished f'or this particular
purpose: Pramen (food), Masna (meat), Kovomat {hardware),
Elextra (radio, phone, electricail equipmentg, Textilia~Tep k
textiles), Jas (footwear and leather goods ), Chemodrogs
cosmetics, chemicals, dru?s, except pharmaceuticals), Narpa

paper goods, office needs), Benzinol (automobile fuels,

i £1lling stations), Medica pharmaceuticals), Mototechna

X (auto spare parts, motorcycle and bicvele apare parts,

b new and used cars, service stations and garages), Odpadove

; suroviny (collection of scrap), Novy Byt (furniture, muscleal
instruments). All these organizations are created on a
natiocnwlide scale. 1In communities there are et organizations
called "comminal scrporations”, owned by .the respective community
or district (thers are more of swuch corporitions in evary
community for various servizes like barbers, vakers, laundry,
anto-taxi, etc). 7In addition to all these organizations
there is one natiocawide food chaln store set on & cooperative
basie, called "3ratrstvi® {Brotherhoecd)., 1In large cities thers are
organized denartmeny stores selling all kinds of consumer
goods and owned by the national corparatlon called "Obchodny
Domy", All these national corporations are supervised by

o the Ministry of Internal Trade, Practiecally all food and

o . many other commocdities are rationed, Composition of rabi-ns
can be seen every month In the officlal newspaper Rwle fravo,
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The distribution system 1s very pureancratic and werks rather
poorly; eapecially 1n the country. The former gshon owners are
made scapegoata for this failure and ars usually hlamed and
even accused of sabotage. Late in 1959 many former shop
owners, employed until that time in their nationallzed shops,

were transferred to other shops, and at the beginning of 1951 were

completely remcved from trade business and sent to faotorles
as manugl laborers., It vas of course much easier for the
regime to break the registance of the middle ¢lass than the
resistance from the peasant class encountered in the collec-
tivizaticn drive.

The volume of gecods disiributlon rose rather gubstantially
during the lasgt year, but the rise was due solely to the
sharp increage in consumer prices. Actually; though, con-
sumption has dropped in most items, zince the popoelatlon
cannot afford to buy the goods at the new, high prices.

The increased consumption of bdasic censuwer goods per sapita
promised in 1548 and 1949 was not realized. The reasons for
this failure were: the adminiztrative mismanagement, shorteges
of raw maverials, insreased deiivery demands of tne USSR, and the
growth of the Czechoslovak rearmament program, Quiside ot

the State Planning Bureau,the real gtatistlcal data of pro-
duction and consumpilon are known cnly to the top Party
offizials. Om the average, the entlre ronsunption 1g lower

per capita than a year &go.

The food shortage was aomebtimes attribuied to the stockpiling
of cammed food as war rezerves. Bvut I think that this shortage
originated actually mors from the ower et . LoatT

import of raw materials for food proeductlioen, and 4 poor
distribution system, Be=zildes, there 4is prachtically no

canning industry in Czechoslovakla to abgorb large juantities
of food. The average citizen feels Wo ’ e Anc11Age

4in meat and fats. Several montha ago the free market
completely vanished, and ncow people can buy onlv what they

get on thelr ratior cards. The ratliens are often

impossible to get. Acute shortages also exist Iin eggs, milk
and coffee. Shertages in agrisnitural produchs arc cauged
malnly by lower farm output, a result of collectivization.

For propaganda reasons the present fcod rations in Czechos-
lovakia are compared with those in England. This deeg not
give a true plcturé, however, for even if the British have

low food raticns, they have unrationed meat meals in
rectaurants and a variety cf meats and cerned meat on the

free market. This doed mot exist in GCzechoslovakia, and if

1t did, very lew peopile couid affoerd to buy such ennas

The Soviet domination in Czechcslevekla has not rezulted in
any zains for the national econcmy, The losse=z, on the
contrary, are great and far-reaching: Czeshoslcovalkis was an
industralized and economically wall~balanced country. The
entire industrial =ztructure, B8O heazlthy in the past, has

been completely changed, as a reault of the enncmeus cubpub
of war materials, not only for the Czesl Armed Forces, but
ma<nly for the USSR and other industrially bvackward matellite
countries . Avallable manpower LEaaurIied have bLeen sxhausis
and labor 1g farced o worl: harder, longer and mere; undexr
constantly deterlcrating conditions., The results of such

bard work do mot justily all vhese pa:rifices, the cutpn. I8
always lower, an & reault of mismanagemeont, pasaive roFistAnss
of the majority ct peopie, and & sepnal ol iptenlt o o
countered more and more in produstinrT.
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.There are nc published statistical date on the national healih

“and mortality, but I think the situation in this respect has

worsened considerably during the last twec years, Consumptlon
is always lower,; apprceachlng the level of :he 0SSR. The existing
close econcmic¢ and political cocperation coentributes of
course to the leveling of differences between Czechoslovakla and
the USSR. With the inclusion of industralized Czechoslovakilia
into the Eastern Bloc¢, the entire standard of Czech living
was immedliately lowered. I consider the weakest spot in the
present administration in Czechoslovakia to be in production,
begause of the growing chaes in 1%, C(contrary to thle, the
strongest, and presumably the best organized agency, s the
Minlistry of National Security. .

The last sharp price increase in June 1951 in many basic con-
sumer goods has destroyed the last confidence of broad masges of

the Czechoslovak people in the national currssvy. Al~hough the
Central Committee of the Communist Party has tried to keep
the dantended prise’ increase secret antil thnr las.  minute,

the news leaked somehow and a real panic among the populatlon
resulted. The sfores were stormed by huge crowds of people
buying everything avallable; in any qualilty and quantity.

The population has expected actually a currency reform

similar fo the Polish. The buying spell preceding the price
increase nas shown alsc how much money was still 'in the
country. Immediately after the new prices went into effect,
came a natlonwide drive for wage and salary reforms. Thils
was done in twe ways: by the direct lowering of basic wages,
and by "hardening” of produstion norms., This drive stil) gees
on, There were also o= rumors that the government is pre-
Paring a campaign for an internal loan to finance the
'Soclalist Construction Program”, similar to that in the USSR.
As things are now, nobody except a few fanatic Communlsts
trusts the natlonal currency.

The value of the US dollar has lately somewhat decreased for
the following reasons: until 1949 there was stlil soms
emigration; mainly of Jews. whe were seeking dollars end
siuggling them anrcad; the Daren crganization,. gelling
export gocds for hard currency, was better suppiied with

high quality merchandise at reascnable pricez., At that time
the dollar was available on the black market at the price

of 600 Czech crowns to a dollar (the officlal rate was 50
erowns ). Since emigration has been stopped and escape

from the country made practically impoziaible, the value of

US dollars has slightly decreased o 500-%54 to a <dollar. The
neweat Darex regulatiosns allow the populetion tc buy Darex
goodsg for hard currency without any identification ¢f pur-
chaser, The purpose 1s t¢ get dollars and cther hard
currency from the black market and savings. Other reasons
that dollars are nc more 3o feverishly soudnt as in 1948 - 49
are ag follows: Adiscontinuation of imports from the US;

US export regulations on one slde, and the incapability of the
foreign trade employees to buy goods on {creign black marketis
and 5o bring them home illegally, on the other side.

Nothing akout the natlonal budget %8s known., cxcept the

figures published during the budget presentaitlon in Parl’ament.
But 1t was rumored that the income from the "general con-
sumption tax", which was sharply ilncreased hy the June 1051
price 1ucrease, was not fully u3ed for budgetery purpozes and was
kept separately for the financing cf "»2 rrmament “

But I have no statistles or eveuw eatimites, 7Tra,e srs
signs of financlal weakness in She countrv, Lowe o
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11, 1Im order to trade with countries short of hard currency, tos
Meriuria Corporetion was organized, It wa~ creafed on the
suggestion of the former Deputy Minister of Foreign Trade
Mr Evzan Loebl. This company should be exclusively in c¢harge
of barter business, 1In its transactions the company firat
shovwed some pogitive reszults, Many sountries which 41id not

, have proper trade and payment agreements with Czechoslovakia

L and were ahort of dollars, were gerved by Meriuria on a barter

e bagis. In such cases Merkuria usually negotilated with such

other companies as Centroter, (hemapol, Kovo, etc, about the

I ] . various items of export and import., Eventually, thougn, %his

L barter husineas has slowed down, for Merkuriz encountered more

- ' and more difficulty in negotiating with other companies,

trying to get suitable goods for barter, At that time the
foreign trade companies tried to keep high demand goods for
themseives, in order to export them abroad, and to give to
Merlurie the goods they could not get rild of otherwise.

{ ] Merkuria i1s to be closed,

12. QGovernment propaganda concerning the rearmament of Western
Germany initially had a strong effect on the Czechoslevek populstion.
which feared, in the case of & new war, another German occupation.
However, the situatlon has changed considerably, with the
majority of Czechs belleving that World War IIX i8 inevitable,
The vast majority desires war as the only means by whizh
Czechosiovakia might be liberated, despite the unbearable hard-
ships which the nation might suffer during the war, Under
such conditions, Czechaslovaks do not fear German rearmament
as much as previously. Cooperation with anyone, even with the
Germans, is apparently favored in order to get rid of the .
Communist regime and to destroy Soviet influence in

f Czechoslovakia.

~end-
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