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foxulatdon

At present, Czechaslovekic has plightly more than 12
million inhabitants.

Since the 1930 cenaus, there has been o considerable shift in
the population, The Munich awards caused thousonds of democratice
minded citigens to emigrate overseas from tte border regions of
the country (Sudeten) whinh were outrightly attached to Germany,
later (after Morch 15, 1939) meny people, perticularly thoss to
whom the Nuremberg legislation applicd had to emigrate and still
others who could not do so found their 111 fate in the gas
chambers of the (erman Concentration Camps, Of some 300,000 citi~
zens of Jewish religion, only 45,000 survived in the country,
korsover, because or politiocnl persecution, an additiomal 30,000
to %0,000 people wore killed in the so-called Heydrisch terror
(Reinhurdt Heydrich, S,S, General, Deputy to Hir~'er and Reichs=
protector of the Protesctorate Bohemia and horavia, killed by
Czechoslovak patriots on June 12, 1942). To u large extent,
people thus killed were the leading figures in Czechoslovak
political, economic and ocultural life.

After the war, in agreement with the decisions of the Potsdam
Conferencs, the Cerman minority of Czechoslovokin, insofar as it
was not anti-Nazi during the war, was iransferred from the territory
of Cgzechoslovakia to Gemﬂny. Up to Junse 1947, over 1,900,000
Germans left the country, besideus those who left before the transe
fer action startcd with the retreating Germun Armed Forces, Of
the 3,150,000 Germans living in Csechoslovakin, according to the
1930 census, only 300,000 to 350,000 were permitted to remain,
rartly because they were essential industrial technicians, partly
because of their anti-Fasolst activities, a1 nd partly also because
of marriage to persons of Crechoslovak nutionality,

In accordance with the decisiona of the Purls Peace Conference
(Summer of 1946), Czeochoslovakiu signed an egreement with Hungary
for an exchange of the Hungarion minority in Czechoslovakie for
the Slovak minority in Hungary at the ratlo of head for head. The
plan was to exchange 200,000 people from each side, Until now,
little has been ncocomplished in this regard,
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Begause of thesge changes the population of Csechoslovakia
decreased from 14,000,000 in 1930 to 12,000,000 in 1947, or by
14.7 psr cent; and the density of population decrecsed from
110 persons per square kilometer to 95 porsons per square kilo-
meter, (One square kilometer equals 0.386 square miles).

1930* 14.004.0& - - - - 110
1938* 14,618,0& - - - - 114
1945 13,888,000 116,000 0.8 730,000 5.1 109
1946 12,090,000 1,914,000 14.7 252,000 18,9 a5

¥Figures do not include the population of the Province of Carpatho-
Ukraine which was ceded to the USSR in the summer of 1945.

As a result of these changes, a considernble shift of population
has been in process within the country since liberntion (May 8,1945)
vhich 1s not yet completed,

The bo—der regions which were muinly inhubited by the Germans
had to be reponulated by Czechs and Sloveks from the interior,
partly by industrial workers and partly by farmers. The repopule~
tion involved the resettlement of farmers on 800,000 ha of land
(1 hentare = 2.471 anrea) formerly omrated by Germans and the
replacement of 200,000 Germun industrisal) workers. According to
Government declsion, no more tkan 59,000 German workers and ine-
dustrial specinlistis .ere to remain in the country after the
transfer action was completed in July 1947. By June 1947,

1,700,000 Czechs and Slovaks moved from inland to the border regiops,

Before the war, about 34.6 per cent of the population derived
their income from agrioculture, 47.9 from industry and commerce,
while 17,5 earned their living as public gervants and other
ypersonal services,

Bacause of the transfer of part of the German population and
the Government's policy of industrieliszation of the Frovince of
Slovakia, there will be a noticeahle shift in occupation from
agrioculture and pe rsonal gervices to indugtry. This shift of
gainfully employed people from agriocoulture to industry slong with
the Governmsnt's strife to malntain agricultur~l production of the
country at the prewar level, seems to be at present the baslec
problem of Czechoslovek economy aince it 1s causing difficult
manpower bottlenecks in agrioculture as well as in industry,
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Prinoiple Feutures of the Ecopomy

Czechoslovakia is the most industrialised country East of
Germany. At the same time, it has a well-developed agricultural and
forest economy from whish nearly 35 per cent of the population derive
their income and whioch before the war made the country nearly self-
sufficient in foodstuffs and elso one of the largest exporters of
beet sugar, hops, and malt,

Whille the Wegtern provinces (Bohemia and Moravia) are predomine
antly industrial, Slovakia (which before 1918 was pert of Hungary),
even though large strides toward industrialization were made during
the past two decades, is still largely en agricultural region, In
acoordsnce with the two=year plan, the Goverament is speeding up the
industrialization of Slovekia by transferring to this province textile
plants from border reglone formerly inhabited by Germans,

Even though the coumry is endowed with a great many health
resorts, some liks Karlove Vary (Carlsbad) and Piestany which are
world famous, and also besutiful naturel scenery, the tourist trade
is still in its infancy.

grjculture

In contrast to the meighboring countries, even before the

war, Csechoslovakia was a country of small lend holdings where farms
were opsrated by the owner und members of his family, Of the people
geinfully employed in agriculture, €0 per cent were independent
farmors owning their land on which thoy worked and only one~helf

of 1 per cent were tenants, In 1920, tho total agricultural area
(excluding forests) of 8,650,000 hactars, was mado up of farms of the
following group of sizes stated as perocentages of the total areat

Percentage
Up to 2 hecters 7.3
From 2 to 5 hectars 15.6
Prom 5 to 20 hectars 47,6
From 20 to 100 hectars 18,8
Over 100 heotars 20,7
Total 100,0

Smalleand medium=sized farms (up to 20 hectars) represent
more than 70 per cent of the total agriculturul areu,

This spring a new law was enacted which provides that no farm
can be split below 10 hectars and that no farmer can own more than
50 hectare., The intention of the law is to prevent the division of
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farm land to a degree at which the owmer working on it cannot make

a self-sufficient living,

The 50 hectnrs limitantion, on the other

hand, wag enacted to enable the small landowner and landless farm-
hands to acquire more land and thun make Csechoslovakia even more a
country of small self-sufficient farms than it was before the

ogcupation,

The table below is depicting the variety of crops raised in

Csachoslovakia in comparison with neighboring countries.

In the

postwur years the sowing rotation system did not change appreciably,

Ereuar oropg raiged on argble Jland ip Cpechoglovekie
ap _compared wita otner Europeau gouptyies
Czecho= Rum~
Cron slovaxls  Gerpany Austiria Hunggy “Poland anin
(in percentages)
Wheat 13.3 7.8 10.8 27.6 7.9 21.0
Pye 17.6 23.1 19.5 11.9 32.0 2.4
Barley 12.1 7.5 8.2 8.6 6.9 15,8
Oats 14.1 17.2 15.4 5.4 12,1 9,3
NMalze 2.2 o=u 209 20.2 005 36.9
Other cereal and
leguminous crops 0.8 A 1.4 43 5.0 1,7
Cereal and legumi-
mous crops, total 60,1 60.1 58,2 78,0 64.4 87.1
Pot atons 12.4 13.8 9.9 5.1 4.5 1,6
Sugar beets o= 2,2 0.2 1.4 1.2 0.4
Fodder root crops 1,9 5.1 3.7 2,0 0,8 0.2
Root crops in goneral 18.3 21,1 13,8 8.5 16,6 2.2
Field fodder crops 14.7 12.3 14,6 8.4 5.5 4.8
Other croprs 43 Lo 10.6 1.9 2.7 3.2
Fallow land 2.6 2.1 2.8 -3 2 _l0,8 _2.7
100.- 1000— 10‘00- looo"‘ 100.- lmn-

In the inter-war period, the Government strongly supported the
intensification of agricultural production.
production method:, by subsidizing the acquisition of agricultural
machinery by small farmers, and by supportins the cooperative move-
ment among them (on Danish model), it succeaded in the last decads
before the war to ralse the per cupita cash iucome of the farmers

By introducing modern
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cbove thnt enjoyed by tho same occupatiovnal groups of people in all
other countries of Central Lustern Europe. The tcble below shows
the yleld psr acore of the prineiple agricultural vroducts in Czecho-
slovakic compared with the other countries of thrt region.

Y o =37)
In owtso,
vountry Hheat Rye Majze Lotatoes
Polond 9.6 8.9 802 9/000
Caechoslo"'akia 14.8 12 9 13 ° 5 103 -3
Hungary 10.9 8.9 14.9 56,2
Rum nina 7.3 '7.4 708 63.7
Yuroslavia 8.9 6.6 13.6 42,9
Bulpraris 10,7 8.5 10.0 53.0
Greege 707 6.4 702 4\309
Germany 17,7 13.6 25.3 117.9

One of the charroteristisc features of the Czechoslovuk apgri-
oculture 1is the highly-aeveloped apgriculturnl industry. Before the
var (since then the Germans dismantled during the ocoupation a great
many sugar foctories and brevweries), there were in Czechoslovakia
148 beei-sugar fnotories manufacturing 12 million metric quintals of
suzar, 450 brevwariep vith a rmanufactur ing ecpacity of more than 12
million hectcliters becr, 897 distillerics with mamifacturing capas
clty of 700,CL0 hectolitere aleohnl; £0 starch factories& 13 yeast
plunts, 103 1.dependent malthouses and 396 althoures & P

connected wvlth brewerlies, 380 plants for industrial utilizo-
tlion of fruit nad veretables, mors ihrn AQD deiry plants, nearly
10,000 mills thut could utilize, in addition to inland crops,
imported grein, cnd 50 chicory cnd coffee substitute planta,

During the war, agriculture wca cousiderably deropulated.
The Germans drafted a lerrer pesrcentage of rural population than that
from thie citjes for slave labor., They deuvleted tre livestock and
decreased the allotment of fertilizer and thus contributed greatly
to the neglest of cultivation and to the exhaustion of land, After
the war, oeople so detuched from frrmz did not return to the villages
but, rather, uccepted employment ia industries, In addition, in
the immediute postwar ye~rs, fertiliszer ucs rot fortncoming in suf-
ficlent quantities from the Czochoslovek factories, These factors
combined with tvo successive crop fanlluros, made the tash of rehabili-
tation of eyriculture verv difficult., Yet, berouse ot these foctora,
the Czechoslova'c agrioulture is nor in a crisis and it will take at
least 2 vears of ‘ocd orops to overcome it,



Induptry

Csechoslovak monufucturing is highly dependent upon imports of
rav moterials, An averape of about 60-65 per cent of its imports con-
siats of rnv muteri<ls which are vrocussed in Cgechoclovak diversified
industries, Exoept for coul, timber, oloy, and some iron ore, Csecho=
slovakia has no sigaificant raw materinl sources,

Having a smoll domustioc market it must rely upon exports, but
because it is a land-locked country distint from the sen, it camnot con-
centrate on muas production of some atandardised industricl products but,
rother, on high qunlity roods which ¢an stand even high transportation
costa, Besides toxtile, glnaa and ceramic industries, which ore widely
known, Csechoslovakia has also highly developed tool and machine ine
dustries capable of producing from a simple needle to the most com=

During the war, the machine tool industry, but above nll the
elsctromotnr produsing plants, and of course those produsing armcments,
were considerably expanded, while on the other hand, textile and gluss
producing plants vere partly sorgped and whot waa left were badly worn
ond needing a great deal of replacement and repuirs,

Satiopalizgtion

By the natiomalisation decrses of Oo.ober 1945, as a general rule,
industrin) enterprises emnloying more than 300 to 500 persons were
nationalized, The acturl limit is different in various indust:ias,

In certain key industries, such us, mining, iron and steel, eloct ic
power, eto., nationalization covere oll units regardless of the number
employed., In some other branohes the scope of notionalization is
defined in terms of techniecl capamcity, rather than employment. Tuo
industries nre not covered by the decrees, namely, printing and build-
ing, No periodicnl, hovever, may be published except by political
parties, trade unions, cultural and professional organizations,

As a result of the diveraity of regulotions, there are wide
fluotuations of the ertent of mtionnlization between different !ne
dustries, While netionalization is complete in some sectors, thexe
are others, such ns food processing industries, or certain branches
of textile industries, where private firms sccount for more than 50
par cent of total employment The table below gives the sige of nation-
alized sectors in each industry.

Number of persons employed in nntionnlized €irme
a8 o percentapg of total employment in eqch Industiy,
Zdustry Pepcentags
Mining 100
Iron and Steel, Englneering 75
Chemjical A
Woodworking 23

Building Materiola and Pottery 59
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1ding 10
Glass 68
Textile and Clothing 46
Leather 60
Paper and Printing 28
Yood 39
Electricity, Gas, and Water 82
Total 62

Some enterprises formerly owned by Germans and Hungarians, which other-
wise wouldn't come under the nationalisaution law, are being attached to
nationalized firms of their reapective industries and, therufore, the
nationalised sector of industry may reach 65 to 70 per cent of the total
industrial employment.,

The thus industrialized enterprisas ore directed hy 12 ceatral
offices, each for one sector of the nationalized industry. The manage=-
ment is appointed by the Government and is subject to supervision of a
special committee consisting of representatives of the Ministry of
Finance, National Bank, Minilstry of Industry, and the Prime Minister's
Office, Having been appointed, the general managers are running their
enterprises as if they were private enterprises except that accrued
profits are to bs divided into three parts: (1) a part has to be delivered
tn the Ministry of Finance, (2) another part has to be kept for replace~
ment or expansion of equipment (amortisation account) and (3) a part has
to ba dlstrituted among the employses of the industry,

During 1946, the nationalized industries evidenced considerable
loss which was due mainly to the faoct that they worked below their full
capaocoity, being handicapped by inadequate organization, by lack of skilled
lebor, as well as by irregular flow of raw materials from abroad. The
Ministry of Finance expucts the natiocnal industriss to make considerable
profits in 1947, particularly since the volume of output of Czechoslovak
industry is steadily increasing in both the natlionalized as well as the
private sector, The best indicdtion of the growing production results
of the Cgechoslovak industry is the value of its sales for 1946, While
in the first quarter of 1946 the total value of induatriasl products sold
by the fautories amounted to 27.7 billion crowns, this figure juuped to
45,8 billion crowns in the last quarter,
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Foreisn Trod

Csechoslovakia, and more sneoifically, its Vestern provinces
Bohemla and Moraviany ' ere the industvinl reglon of the former Austro-
Bungariaen Emuire, After tho dissolution of the Empirs, there remained
only one way for Oszealioslovakia to maintein the standard of 1life of 1ite
vopulptiont! to trade with abroad, Its natural markete vere the so-called
pucceseor states in Oentral snd Babtern Europe snd Germeny. The growing
rroductivity of Ozechoslovekia'e agrioulture, howvever, vhich made the
country in the 30'o neerly self-sufficient in food, nerroved the baels
on vhich a larger vulume of trade betwsen Crechoslovekia ond her nre-
dominnntly agrioulturnl neighbors could be develoved, excent by capltal
exnort to these countries, This Ozechoelovnkir attempted to do within
1ts economic possibilities (mainly for molitical reasons) to Yugoslavie
end Rumenia, so as to check the growing German political and economlo
penetration into these countries,

As n result, Czechoslovak economy had to look for other ocutlets
for its prddusts on distant markets. To o larre extent it succeeded, even
through it was handicapmed by high tranenortation costs, belng a land~locked
country, end the faot that, except ror coal ond timber, it ha3 no signi-
ficont rav materlsl recovices. A8 a result of these efforts, by 1937 the
ahare of the United Btates and the Sterling sres on Orechslovak exvorts
increased from 23 wercent in 1929 to 31.2 mercent. Similarly, its exmorts
to France, Belgium, the Netherlends, snd Siritzerland incressed from 7.4
percent to 13,9 sorcent and exsorts to other overseas countries (mainly
Latin America) from 6 ~ercent to 12 narcent, The United States, with 9,3
percent of the total Ocechoslovak exmorto beceme the second iargeet buyer
next only to Gerreny (vhow.e shnie decreased from 19,4 nercent in 1929 to
13,7 nercent of the totsl avsorte in 1937), At the ceme time, exworts to
the Dammbisn acountries (Aurtria, Hungnry, Yusoslavia, Bulgerie end Rumenia)
decressed from 31,6 mercent in 1929 to 20,3 -~ercent in 1937, Thus, Czecho-
slovnkle achieved, ''ithin a relatively short period of eight years, a shift
in her exnorts to the effect th t "er emorte to exchange control countries
end Germans, 'hich agmounted im 1929 to about 61,8 vercent of the total
exports, deoreased to only 41,9 nercent in 1937, while at the ssme time,
her exaoris to free countries incrensed from 38,2 mercent to nearly 58,7
nercent, In striving to achieve this, Czechosloval:la had to reorient its
production from the mass mcaufacture of cleap industrisl nroducts to high~
qiality snecinlities, be 4t in textile, glass, ceramic, or in tool and
machinery industries.

Poatusr Trpde

Desnite disrupted trancwmortation systems in Europe (and narticularly,
the routes to the harbore Csechoulovekis is meinly using} Hamburg, Bremen,
Trieste, Stettin, Rotterdam, ond Gdyna) and nearly eight years of inter-
runted trade contxots, Caechorlovakia 13 1ell on her ray to regein lost
mnrkete and indeed find newr onei, In the Snring 1947, her foreign trade
reached 71 nercent of thc volume of 1937. The fcllouving table indicates
the regnid recovery of Ozechoslcvakie's foroign trade.

L 4
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Czochoslovakia's Forgign Tpade Since Libepation
(in miilions of orowns)
Jear Exporta Ipports Balanoe
1945 May - December 5003 76,7 - 27644
1946 January - March 1347.5 1140,1 £ 207,4
April = June 2562,0 2059 ¢4 £ 502,6
July - September 2064,9 2635,6 £1429,3
Ootober =~ Decembey 6350,5 4401,9 A1948,.6
1947 January = March 546047 50065 £ 54,2
April - June 7510,0 7807 .6 - 297,6

In 1937, the total volume of trade amounted to 22,9 billlon Cszecho-
slovak crowns while in the first half of 1947 the total volume reached the
pum of 25,7 billion crowns, Bxpressed, however, in 1937 prices, the
volume of trade for this perioed resched only 8,57 billion orowns or 71
percent of the 1937 volume,

Ine Commodity Structure

The structure of trade remained basically the same as prewar years,
As can be seen from the table below, under classification of trade for the
firot half of 1947, raw materials is the main item on the import side of
the balance, while finished goods 1s the predominant item in exports.

Foreign Trade in (Czechoslovalia fop the I'irat llalf of
4947 ¢lassified accordiag to gsels nomenclatures

(in millions of orowns)

Imports Exports
In crowns Fercent An orowng Percent
I, Live animals 52 o6 0.4 1.4 0,0
I1, PFoodatuffs and Bov~

erages 19449 1542 1654 e4 12,7

III, Raw Materinls or Semi-
finished gooda 7361,7 6l,4 204445 15,8
IV, Finished Products 2952,3 23.0 92570 yARYA
V. Gold and Silver 1Y 0.0 13,8 0.1
Total 12813,8 100,0 129708 100,0

thile 71,4 percent of the exports consist of finished products, a
considerable shift within this group is noticeable, Textile goods, which
before the war, veed to form 20 to 25 percent of total exports, relapsed to
third place behind lron and otsel producte, as well as products of light
metal and machinery industry, This 1is the result of the expanslon of
metallurgical industries during the war and the fact that many textile
factories were dlesmantled by the Germans and that others do not work at
full capacity elther hecuuse they do not huve the neceseary skilled labor
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(which has been transferred to Germany) or beosuse of lack of raw
materials which have to be procured to a large extent from countries
with whioh Czechoslovakia h.s alyeady passive balance of trade,

The main items on the Czechoslovak import 1ist are: tobacso, cotton,
wool, iron ore, non-ferrous metals, rubber, hides, mineral oil, foodstuffs,
and machinery needed for reconstruction, Her largest export items con=-
stitute: iron and steel, iron and steel mroducts, that is, machinery of
all kinde (mainly egricultural machinery and electric motors, but also
railway cars, freight cars and looomotives), glasr and glass products,
timber and timber products, textiles, shoes, paper and paper products,
hops, and sugar,

1 Distributi <)

In the short period eince liberation, Czechoslovakia re-et cablished
trade relations with nearly all Furopean countries and with all significant
trad.ng nations of the world. In the last 12 months, she concluded over
30 trade and payment agreements with various oountries, In the first half
of 1947, her 10 largest customers judged by the value of exports were the
following countriess

Exports Imports Eilw.e
(1n mi1lions of crowns

1, Switzerland 1512,7 1132,0 £ 380,46
2, Sweden 1180,8 851,8 £ 329,0
3, Netherlands 9959 780 # 215,9
Ls Belgium 885 .8 7515 £ 1283
5. United Kingdom 69’704 1387.5 - 690.1
6. Yugoslavia 697.1 357,3 £ 338,1
7. United States 63447 1813,2 «1178,3
8, U.S.8.R. 6006 426,8 £ 173.8
9, Italy 55045 47662 £ U2
10, France L8040 496,17 - 16,7

Vhile before the war the largest Importere of Csechoslovak goods were
Germany and the United States, In the first postwar years they were replaced
b, “witzerland and Sweuen, respectively, On the supply side, Germany was
replaced by the United States while the United Vinpdom maintained its
position followed closely by Switzerlarnd, ThLe comparatively large share
of the Netherlends, Belgium and Sweden on Czechoslovak trade is due (for
the time being) to the eliminatiun of Germany from Europesan trade,

The natural markets of Czechosloval industry, the countries of
Southeastern and Eastern Burope still do not figure significantly in the
oountry's forelgn trade,
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All these countries suffered great damage during the war, Moreover,
thres years of sucocessive crop failures hampered any substantial recovery
in their production capacitv, Thus, while they are willing buyers of
industrial produots of Orechoslovakia, they have neliner the foodstuffs
nor raw materials to spare which Czechoslovakia would be willing to aoccept
for her exports, nor do they have oonvertible foreign currencies to pay
for imports from Oszechoslovakia, The Czechoplovuk Ministry of Foreign
Trade is under constant pressure from manufacturers who want to expert to
this reglon because of the higher prices they can achieve there, yet for
reasons of not desiring to inorease large oredit balances with these
countrieas it hgs to resist this pressure strongly.

Despite mutual desire to inoresas the volume of trades between the
Soviet Union and Csechoslovakia, in 1946 only 12 per cent of total Cmecho=
slovak expcrts weat to the U,8,3.R,, while Czechoslovakia imported only
9.6 par cent of her total imports from this country, In the firet half
of 1947, U.5,S5.R.'s share dropped slightly below § per cent of the total
trade of Czechoalovakia, The recently initiated negotiations for a S-year
trede ireaty between the two countries promise an exvension of trade,
particularly, since the U,S.8.R. has committed itself to supply Csecho-
slovakia with larger quantities of highly needed goods, e.g., it offered
0 deliver in 1948 about 200,000 toms of wheat, 200,000 tons of corn and
othexr cattle-feeding grains, 65,000 tons of fertilizer, and 20,000 toms
of aotton,

oppec Problems o ther Ex on o e Vo T

Recently, C~echoslovakia has concluded a series of trade treaties
with Poland, Yugoslavia, and Bulgaiia, which are aimed at considerable
expansion of their present exchange of goods, Cgzechoslovakia committed
1taelf to supply to these countries within the contracted pericd, textiles,
durable consumers gooeds, and above all, capital equitment, in connection
with the respective reconstruotior plans of these countries, They, in
turn, are to supply Csechoslovakia with foodstuffs and raw meterials, hoping
that in the course of reconstruotion the production of these products will
oonsiderably lncrease, However, to produce the eapitel goods desired by
these countries, Csechoslovakia has to import, in addition to raw materials
suppiled by the above-mentioned countries, rew materials from overseas,
particularly, cotton, wool, cupper and other non=ferrous metals, besides
industrial equipment for its own reconstruction. To do so, (if 1t will
not oucceed in sscuring a loan from the International Bank for Reconstrucs=
tion and Develorment) it will have to intenaify its exports to the free
exchange oouniries in order to finance its growing deficit with the United
States end United Kingdom which are the sources of the above=mentioned vaw
materials and capital poods, The mices achieved on the free exchange
markets are, however, lower than those offered by the countries of South-
eastern Burope and the quality of exported eommodities has als? to be
higher due to a much keener competition. To deciease its prices and to
impro o the quality of the products suitable for the overseas markets, is
there.ore, one of the main problems of the Czechoslovak exports to tne
West, heoause 1t ia ofly by inereasing her erports to the West (whioh ocan
be done only if the above~mentioned two eonditions are met) that Ozecho=
slovakia can increase also her trade with her Eastern pelghbors and thus
her total volume of trade,
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Balanoe of Faymenis

There are no official figures available on Czechcslovakials
balance of rayments for 1946, therefors, only the balance of trade is
given for that year, The Czechoslovak Govermment, however, submitted
to the International Bank for Reconstruction and Development an estimate
of 1ts balance of payments for 1947, For comparison, the balance of
payments of 1937 as compdled by the Leagus of Natione is presented in
the table below,

1, Merchandise 417.8 383,2 #34.6 286 204 B2 590 670 =80

2, Services (Brokerage,
insurance, licenses,
transportation, re-
presentation abroad,

B'bOo) 5042 4605 }l 3.7 ® . F BA 68 = 34
3¢ Remittances, subsidies,
maiﬂnﬂ, eto. 5.7 2.7 { 3.0 . . . 6 Ib # 2
4e Interest, dividends,
“ntalsj eto. 6‘8 24.8 -18.0 ° ® ® 2 20 - 18
5, ¥iscellaneous 3.9 13.1 =9,2 , . . ¢ ' ’
6. (a) Payment of Debts,
tranafer of
capital, eto, 307 12,1 =844 . ) 5 45 « 40
(b) Foreign credits#  w= = - s e . O 6 £34
7. Errors in measurement = 5e7 = 547 & . 0 . . o

Total 488,1 488,1 O 286 204 A82 677 813 136

* Crudlt in receipts for 19471 eipescted use of porte of oredits previously
granted (Canada 10 million, U.X. $13 million, US *1 million,
cotton credit, Brazil 310 million, Australia 52 million, and Egypt
$, million,)

Credit expenditure for 1947t Sales on eredit ar probable increase in
olearing balances,

v
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The characteristic feature of Csechoslovak balance of paymenta
in prswar years was that the surplus in the trade balance usually covered
the deficit of the invisible items, It i1s expeoted, that in the first
three postwar yeare, the balange of trade will be also passive, Thils the
trade figures for 1946 show a surplus of 30 million, this is mainly due
to the faot that UNARA shipped to the country in 1946 supplies in the
value of $205 million which were not included among the regular imports,
The Government estimate for 1947 expects in the trade balance a deficilt
of 280 million but in the first half year on merchandlse account there
is a slight surplus of #3,1 million dollars,

"hile it is expected that the balance of trade will become passive
in ths second half of this year (and i%a preliminary trade figures for
July _.iicate a deficit of $4 million), it is improbable that it will
reach the estimated sum of 8§80 millinn should the Government be unable
to secure additlonn) »redita to those it already has available, ;/ Having
complete control of axports and imports by a strict licensing system, it
can 1if neceseary restrict imports and other payments to an amount for
which it will be able to find cover by exports and by borrowing from
abroad,

In comparison vith 1937, the following factors unfavorably influence
the postwar balance of payments of Csechoslovakias

(1) The cost of transportatior to and from Czechoslovakia is much
higher than before the war, large quuntities of raw materiasls were
ehipped formerly bv boats down the Elbe and Oder River and are now shipped
by rail, The Danube is still not fully navigable, and thus the trade with
the Balkans ia still to a larye extent transported on rallroads,

(2) Patent license fees are highor than before the war, and the
receipts for Czechoslovakial!s patents and licenses are much smaller,

(3) There 1s a considerable rise in commission paymente to
agents abroad as compared to prewar years, Thie item, although transitory
will be important for the next 3 or 4 years,

(4) Payments in support of international inatitutions, established
during and after the war, are much higher than the cuntributions of Czecho=
s8lovakia to international institutions of prewar days,

Since the estimate of the 1947 talance of yayments was submitied (March
31, 1947, Czechoslovakia entered into nepotlations with Arpentina for a ner
trade agreement, and within 1its framevork it hoped to receive a loan equivalant
to U.S, $35 million of which #10 million could be used in 1947. The treaty has
already been concluded but not yst ratified, Keparaition paymerts of Hungary
to be peid in 1947 amount to U.S, #3.8 million end eredits extended to
Czechoslovakia, within the framevor) of the raymenis apreement with various
ocountries, may be estimated to an amount of U,3, %15 million, Adding these
sume to available resources, the defilcit world decrease to U,S. %107,2 even if
it is assumed that the taade deflcit will amount to the estimated sum of U,S,
£80 million,
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(5) Osechoslovak representation abroad costs much more now
than foreign missions spend in Crechoslovakisa,

(6) Due to politiosl atmosphere, the tourist trade will be
negligible for the first few years., Before the war, it was a consider-
able source of income.

(7) Immigrant remittances will be much smaller dus to the fact
that a "reat many workers formerly abroad returned to Czechoslovakia and
because of 8 years of separation many family ties were broken or loosened
l1;.0 such an extent that they will be a limiting factor in remittances to

e gent,

(8) Interest payments and amortization of loans abroad will now
require a higher sum than before the war, The income from investments
abroad has declined or atopped altogether since most of the Czechoslovak
investments were in countries which nationaliszed important industsies or
otherwise stopped payments of profits and interests (o.g. the Balkan
countries),



Tre fold and foreign exchange resources of the country are con~-
centirated in the National Bank of O-echoslovakia, the only offlulal agency
having transactions in foreign exchange and the unly Ozechoslovgk inetitu~
tion holding monetary gold, Tre commercisl banke are permitted to hold
abroad only working balances and these too are under strict control and
at the dieposal of the Nationel Bank,

Oszechoslovokia entered neace with very little zold and foreign
exchange reserves, The greatest part of its prewar holdings was either
diseipated bty the Germans or espent (under special egreement with the Govern~
ment of the United Kingdom) by the Ozeshoslovak Government in Exile (some
$28 million)

On Janvary 1, 1947 the holdings of gold and small foreign exchenge
of the Nutiongl Benk of (Ozechoelovak amounted to 5,746 million crowns (U,8,
$114,9 million) of which 10 nercent was freely disposable gold, 18 per
cent consleted of gold claime egalnst Germeny L/, 5 per cent were in Swise
france, 15 per cent in currencies of Western Buropean countries, 10 per
cent in variocus currencies of emgller countries, e,g. Argentine pesos,
RBeyptian pounds, Portuguese escudos, etoc, 30 per cent in Pound Sterling and
12 ver cent in U,5, dollars,

Yor Deb

The Ogzechoslovak forelgn debt, contracted before the war, can be
divided into three distinot catugories:

(a) Debte taken over from Austris-Hungary in accordance with the
peace treaties of 1919 vhich amounts to U,8, $45 million, On Jonuary 1,
1938, Ozechoslovakia, following the example of other debtor countries die~
continued the ngyment of interest and amortisation of this debt, B8ince
last summer negotintions have been in »roerese for nev arrangement among
the oreditors and debtor countries for the nayment of these loans, There
are no positive measures yet announced,

(b) SBo-called political debts consisting of loans extended to
tke Ozechoslovak Government during and immediamtely after the first Vorld
Vor to maintain ite Army in Sideria, France, and Italy, end of the lidera~
tion ngyment decided upon by the Verasmilles treaties of Sentember 10, 1919,
Together this debt amounts to U,S, $194 million, The servicing of this
dedt was discountinued since the Hoover moratorium of 1931,

Due to inter-amllied agreement on renarations ond svecificully on the
distribution of selzed Cermen gold assets of which Ceechoelovaekia is to
get 3.1 per cent, only a small fraction of the lost gold will be returned,
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(¢) Inter-wer investment loens of vhich a debt of U,S, $29.8 million
18 stlll outetanding, The outstonding amount coneists of a residue of the
8 per cent Osechoslovak investment loen of 1922 in the eum of U8, $5.5
million end of a Britieh Government loan of 1938 in the sum of V.8, $24.3
million, Beginning with Ootober 1, 1946, the servicing of the first
mentioned loan was renewed on a new basis, the interest rate being reduced
from 8 per cent to 6 per cent and the meriod of remgyment was extended to
the end of 1960, The British Government loen of U,S5, $24.3 vae granted in
connecticn with the reconstruction of Osechoslovak economy after the Muniah
pact snd the liquidation of this credit was not yet dlscussed between the
two Governments. It ig probable that it will be dealt with vhen the nroblem
of the British credit during the 2nd World War is settled,

In all, the prewar Osechoslovak forelen debt amounted to U,8, $268.8
million,

During the 2nd World Wor certain oredits were arranged by the Cgecho~
slovek Government in Exile with the British and French Governmente, The
Osechoslovak Government in London secured from the British Government during
the war for material and nersonal expenditures of militery end edministrative
rature & loan in the sum of U,8, $53.5 million and for the same purposes
from the French Government a loan in the sum of U,8, $0,2 million, Terms of
repayment of these loans have not yet been arranged,

Lopns nfter liberabion

Sinoe the libera’ion of the country the Czechoslovak Government
or the Osechoslovak banks with the gurrantee of the Government were aole
for the purpose of nurchasing food, rav materials or war surplus goods to
gecure the following loans!



Amount losued  Awownt outstanding as of

Interest Date  Date  in ordginal March 3, 9% (1n
Description Furmoge Bote  Tpeved Do owrency milliong of U8, dollan
(°m¢$)
1, Oanadien loan Purchase M 10k 19555 4,000,000 b
(1imi$ 19 mill, of Py
Oeme) naberials B
2 Britieh Oov, Jon  Purchase e 1M M5 2,100,000 B.S
(Mt 35 mill,) of oo~
noditien
3, loan of Svedieh Gor, S, K, Acoording to Nats Bank
(Linit 2% nild, BwEr,) 2ew moterdals % 9% 98 12,000,000 Ogoch, souross, loan wa
U,5,% WL et
bolom fron U, (Lndt Puchassof 238 W L6 7,50,00 X
orglnclly $50 mill,  wer surplus
supended 9/27/46)  goods
?
5 Britieh Gov, Loan Purchase of Yoo 198 195050 459,000 L7
(indt 22,500,000) surplus goods
6, Loan from the Brazilian Putchase of $
Gov. (1indt 320 mill,)  rew materlals %o W W6 590 55
7 UsSe Export-Imort Benk Purchege of % moe, from
fo Prague Cr, Bank  cotton date of oom  §
(14ndt §20 mill,) 24 194 nitnent 19,000,000 19
8, U8, Zmort-Import Bank Purchase of % mos, Irom
to Brague Cr, Bank tobacon date of oome  §
(Lindt 62 mill,) 20 1046 mitmemt 2,000,000 2




Anount iseued  Auount outstanding ay of

Interost Date  Dete 1n March 31, 1947
HAte 1l ginal curron ) ' "

Dergriotity. 2rpose pbe Lasuef oug of |
9. oler Bank Ceiro to Purchase 12 mos, from
Iivnostenskn banza of dote of 3a

Praha (2,6 1 mill,) cotton 3% 194 ocomitment 1,000,000
10, Coronvealth Baxl of

Australia to Zivnogt-Purchase 12 mos, from
anka bankd Prahs  of date of 5
(@ 590,000) wool dy 197 comdtoent 500,000
11, Hanro's Benk London |
to Czocaoslovak Purchnge 12 mos, from
benkine 1uses of date of 4 U,5, &3

(Uit 51 will,)  revmaterial 2% 194 comrifment 750,000

|
©
~
!
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The total foreipgn indubtness of Czechoslovaklia by the end of
1946 amounted to U.u. 373.7 willion, u addition, Jzechoslovak Govern-
ment or “zechoslovak commercial banks have secured further credits in the
sun of about $57 million which can be utilized partly in 1947 and partly
in 1948,

In 1947, Czechoslovakia will have to pay about U.S, $2.9 million
in servicing its foreiyn debt as indicated in the table below.

Interest and amortization of the

Ggechoslovak Foreirm lebt in 1947
(Converted in U,5, dollars)

Name of debt Interest Amortization
. t

1, 84 (now 64) Czechoslovak Government
Bonds of 19223

(a) Sterling lssue 229,980 38,620

Payments on interest partly due

for 1939-1946. 112,360 -

(b) Dcllar issue 102,570 17,224

Puyment on interest partly due

for 1940 = 1946, 89.655 -
R+ owedish Government credit

3% interest 130,000 —
3. U,b. Government Credit 160,000 2,000.000

874.585 2,055,844

Totﬂl estin.ted service ol for‘ei{_.,n debt an l‘)ll-7000-o000-000&2,93()01&29.-
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Bxchenge Market in Ozechoglovgkip

After liberation, Orechoslovakia reintroduced a severe system
of exchange control which had been in operation since 1931, but because
of a few amendmente a new foreign exchange law vwas vassed by the Parliament
in January 1946, This law gives the Nationsl Bank of Oszechoslovakia, which
is the sole bank of iessue of the country, the duty to control every pey-
ment outgoing from or incoming to Czechodlovekia, This means that all
payments, in foreign currencies or in Czechoslovak orovns, are under con~
trol and, similarly, borrowving or lending abroad in vhatever currency,
The purpose of this molicy is to control not only actual payments but aleo
overy change in the ocountry's liabllities tovard other countries,

The reasons for such a strict foreign exchange control are vnartly
economic snd nartly nclitical. Cszechoslovakin usually hes an active
balence of tradc but the quality of items on the export and immort side
is not the same In imports, Csechoslovalria hus to buy =nd pgy for con~
elderable quantities of raw materials, such as, cotton, 'rool, iron ore,
eto,, in currencies of the Weastern countries, On the ex-ort side, a great
proportion of manufactured goods tend to the Bastern countries where ngy-
ments in the form of commensation or in clearing are the only ones to be
obtained at present, Thus, Czechoslovekia 1o exposed to o constant pressure
on her holdings of gold end convertible currencies cince her reservee of
Ugearce” (from the subjective moint of view) currencles are beings con-
tinually converted into clsims ageinat countries, currencies of vhich cannot
be used in Vestern markets, This structure of forelgn trade is responsible
for the fact that while the bolance of trade for the country is in equili-
brium, cuslitative structure of the two sides of the bslance of trade, as
measured in terms of convertible forelgn currencies, shows g tendency toward
a deficit in convertiblae ourrencies,

Another set of reasons is giren by woliticpl conditions in continental
Burone, TFor so muny yeors the nntions of Rurope have beon prey of pressure
and strain that the fears regarding safety of life -nd wmroverty induce them
to look for a safer investment of their mssets, Vhile there 1s a constant
tendency for many licuid »nromwerties in Central and esmeclally Southeastern
Europe to look towprd the Ozechoslovuk monetary market as n safe haven for
their surplus funds, many a Czechoslovak i1roula nrefer to heve his own moneys
deposited in Switserlund, Scandinavia or in the United B8tates, It is
immaterial vhether the reasons for auch tendencies are sound, The fact
remains that the strength of them ig sufficlent to caunse a ’rermgnent desire
for many canitals used in the country to leave for some other and psychologle-
ally more desirasble plaoce,

by chan Rat

All transactlions in foreign exchange tnke nlace at official rates
which are mublished by the Netionul Bank of Crechoelovakia every Frideay,
Rates for cables and money trensferg are nublished senar.tely from those of
foreilgn bank notes, Bince the monetary reform of 1945, the officlal parity



rate has been 50 Kos, to 1 U,8, dollar, The Hational Bank publishes

three rates: buying, selling, and parity rates, The spread bvetween buying
and gelling rates is as a rule 0.6 of 1 per cent, Recently published
offiocial rates for important currencies are as follows!

~BEinn Byt Selline

U, 8, Doller 49.85 50 50.15
T Sterling 200.90 201,50 202,10
Swedish Kroner 13,86 13,91 13.95

The rates for foreign bank notes are somewhat lower and the
spread wider, Thelir market 1s, however, of little lmportence,

There 1s no free market in foreign exchange in Cszechoslovgkia at
present, All exnorters csnd other traders having claims abroad must surrender
them to the National Bank either directly or through the suthorized banks,
Owners of investments abroad muct declare them at regular intervals to the
National Benk which decides vhether they may keen such investminte or vhether
they have to sell them t0 an suthorized bank or to the National Bank itoelf,
Travellers mgy export goods in velue of 500 Kcs. vhile larger exmorts, as
well as railroad and alrnlene tickets, must be authoriszed by the National
Bark, ZExportation of OCzechoslovak notes is prohibited above the total of

500 Ecs, There are no nultivnle exchenge ratee or discriminstory practices
in Cgzechosl ovakia.

B Murl.et

There 1is no black market of any significance in Ogechoslovakia,
Only some illegal treding in toreign notes is recorded, Sporadicelly,
foreign notes, primarily U,5, dollars and Swiss francs, are dealt in by
private persons, The volume of transactions, housver, 1s without any
imvortance. The wrices of U S, dollar notes vary between 65 to 120 Ogecho-
glovak crowns, Ildoreover, Czechoslovak notes are beins sold in small
quantities on the Swiss market at a discount of around 25 per cent and on
the Nev York market at a discount of about 70 per cent, On the other hand,
Czechoslovak bank notes ere being dealt in on blnck markets in Austria,
Hungory, Rumania, Bulgaria, and Poland, They are quoted from 20 to 100
per cent above the officilal parity rate,
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The "National Bank of Osechoslovekia® is the central bank of the
country, It is still a nrivately ovned stock company evan though there
is a bill before the Perlisment to nationalize it, The Matione)l Benk is
resmonsible - in close cooperation with the Ministry of Finance ~ for the
monetary volicy of the country, In epite of the great influsnce exerted
by the Government on matters of fundsmental policy, the Boeord of Governors
of the NHational Bank is in fact an indevendent body with great iriluence
in the economic policy,

Even before the war, a concentration o6f commerclial banks was in
progress, During the war, the Germans sneeded up this »rocess in order to
gain larger control of nrivate benks, Thus, while in 1929, there were 39
large commercisl banks, by 1945 the number decrensed to 12, In the course
of nationalization in October 1945, all these banks were nationaliseds A
Central Administration for these banks hes been anpointed by the Government
and the general mansger of the Netional Bank of Ozechoslovakia (Mr, Leopold
Chmela) has been gppointed Chairmen of the Central Governing Board,

Until recently, banking in Czechoslovakla ras organised along the '
same line as in other central Xuronean countries with commercial banlks having -
large interests in various industrial enternrises, With the nationelization
of the commercial bsnks a complete reorganizatlon of the banking system of
Czechoslovukia is envisaged,

It is envisaged that the 12 commerclel banks will limit thelr
activities to chort-term financing of industries, The lerge network of Peoples!
Savings Banks (vhich are organized on o cooverative bnsis) together iith the
Postal Savings System, vill serve as collector of smell savings and wrlll also
extend credits to artisans, emall business, and farmers, and that o third
group of banks will be oreated vhich will provide means for long-term canital
investment.

Monetnry Reform

The monetary reform of the country was initianted in November 1945,
At that time, uy a series of decrees, the Government unified the currencies
of the country by eliminntins the five currencies (the Ozech crovn, the
Sloval crovn, tho reichsmark, the nengo, the Polish zloty) from circulation
and exchange them for the new Czechoslovek erovn, Simultaneously, 1t
ordered =11 cach to be denosited with the baak, vhere, togoether vith sight
ond saving denosits, 1t was blocked, ercent 500 orowvns mer merson, 'hich was
issued in the new currency, By this action, the total amount of currency
in circulption decreassed from 130 billion orowns in Mey 1945 to 31 billion
orowne in January 1946,

Unfortunately, in the lov decreeing the blocking of accounts there
wae o loophole as far as Government esgencles and sutonomous bodies (districts,
provinces and municipulities) were concerned. These were exempted from the
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blocking provisions, The Government was not avers of the large sum (about
15 billion orowns) which was involved, In the course ofthe year a great
part of these balsnces was withdresm from the bauks and thus swelled the
ciroulation, Over 2 billion orowns vrere trensferred fron private blocked
accounts to free accounis of the Goverament in lieu of payment of taxes

due for 1945, By December 1, 1946, vhen gtricter regulation was yut into
forco about 13,3 billion crowns wore released from the frosen deposit, Since
they other money were deblocked and thus bank notea in eirculetion inoreased
from 31 billion in January 1946 to U43.5 billion bty December 31, 1946 and
45,9 billion by July 31, 1947, On August 15, 1947, the total amount of
banknotes in circulatioca nlue sight depoeits in the Oentral Bank amounted

to 55.2 billion orowms, °

Blooked accountp

To comnlete the monetery reform, about two months seo a law was
pagsed by the Parlisment establishing a "Currency Liguidation T'und® whose
function it will be to liculdnte in a method, whlch vould not disturb the
economy of the csuntry, the blocked accounts which on December 31, 1945
amounted to 249,5 billion crowms, The -roblem to be solved by the Currenoy
Liquidetion Fund presents iteelf as follovs:

Blocked demosits as of December 1et, 19454 asssssss 24945

1, TFrom this sum 1s to deducted amounis vhich were
not claimed by their o'mers or their legal heirs within
the svecified time limit presorioed by law and vlll be
forfeiteda 21|‘+

2¢ The Parliament levy on onnital and var -rofits, the
proceeds of vaich will be used to finance the released
blocked accounts agalnst which there are no assets

gvallable, will bring in an estimated 30,
3. Deposits of enemy nations 4o, 6
4, Some smeller items, together 55
97.5

This total vill decrease the blocked acsounte to 152 billior,

Therefore, even aftar all these moisures are carrled out the
Ourreacy Liouidation Fund 111l have on its hands 15”7 billion of denosits
which it vill have 0 liruldate in - menner vhich 1111l nrevent inflationary
dangers, Of the 152 billions, only 50 billions ~re covered by real agsets
held by the demository baonks, For the 1e8i{ there are only fictitious
agsete vig, denosit clelme reninet the rmptlonal 3enk vhich, in turn heas

in its books, claim. of doubtful value, in the same amount on the German
Heichsbank,



In an effort to find assets to cover these demosits and slowly
release them to thelr ovners the Gevernment has established the Jurrency
Liquidation Fund which 18 to be attached to snd sdministered by the
National Bank of Cgechoslovakis, According to the law establishing this
ingtitution the Fund will teke over all the obligations on the blocked
denosits from the commercial banks together with their recpective asaets,
Among the assets, there are some good assets, {(e.g. claims sgoinst Ozechow
slovak debtors, securities of 8,8, firms, etc,) and doubtful omes (German
Reichebank securities, Treasury notes, olaime agninst German natiunals, etd,)

Since, however, the obligations are larger then the total sum of
good aseets, the Liguldntion Fund 111l be made the recinient also of
proceeds of gll sales of property, of traensferred Germane and Hungarians,
confiscated property of collaborators, reparetion and restitution ¢lalme,
as vell es some yeerrly donptions from the Stnte included in the yerrly
budget of the country. The operstions of tho Liculdation Fund are enviaseged
80 n8 not to disrupt the norngl trade chennels of the businees community,

The commerciel banks +ill not hand over to the National Bank the
good assets covering the blocked denosits, but instead they will oven to
thelr full amcont for the Liguidation Fund an interect bearing sight
deposit account, Yow much of these demotits the Liguldation Fund will
be able to use 11ill Jdemend on the lisuldity of esch gemarate bank, Tor
the greetest portion of the deporlty the Linuidation Fund ls supposed to
lgsue its own intersst benriwg marketavle securities vbich it will slowvly
redeen, The rate of redemption will demend on the good assets the Liquidation
Fund will acoumulate from the above-~mentloned sources snd on ths condition
of the moneoy market,

Conditions on_the Money Mnrkot

Oonditions on the money market at prasent are rather essy, Devosits
vith the banke are inoreasing and the devosits of the banks vith the
Central Bank are high, Judging by th2 volume of deposits on passbooks,
long term savings and the formation of long term capital are constantly
mounting, The state of Government finances seems to heln the general
easiness on the mnrket, In the last eipht monians, the Governnent held
cash balunces either with the Natlional Bank or with the Pogtal Savings
Bank on the average of about 3 to 4 billion Ozechoslovak crowns, Only
twice after the currency reform did the Goverament use tho markot, In
the Spring of 1946, short term Ti1easury notes were issued in the total
of 6 billion crovmas at the rate of 1} per cent, In Cctober 104G, long
term Government bonde were placed on the market in the totel value of 4,5
billion orowne becring 3 ner cent interest. Before the end of 1946 the
Government naid off 2,1 billion crouns of Treasury notes and in May 1947
an additional 500 million were pald off,

By the end of June 1947, the total deno:tits on nassbooks, and on
demand denosit eccounts, reached n total of 67,3 billion crowvns, Of
this, 32,3 ver cont tcrn dencslted on nasebooks and the rect on demend
deposits, (To some extent, the anoiness on the money market 1s also due
to lov private building activity which is caused by the lack of building
materiale and shortego of labor,)
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Budgetaxy Popition

From Mgy until December 31, 1545, the Csechoelovak Government
funotioned without any budget except temmorary amoropristion of its own,
Only in March 1946 did the nrovisionnl Parliament pase on the budget for
the whole year of 1946, In disturbed times like 1945; the collection of
taxes was very lax and 1t was only in 1946 that the revenre collecting
agencles vere functioning with the thorouphness they were gocustomed to
in prevar years, It was because of this thrt the Government had to borrow
S.4 billion crowns to finance its evnenditures in 1945, The bdudget for
1946 called for 64 billion orowns on the expsnditure side of which 38,9
billion was intended for normal government exmenditure while 25,1 bdilllon was
intended for reconstruction, investment and aild of war-damaged areas. The
normal expenditures were to be covered by 'mormsl revenue” of 31,4 billion
80 that a deficit of 7.5 billion orowns in the normal government expendituras
vas expected, Investment, reconstruction, snd economic ald expenditures
embodied in the extraordinary budget waere to be covered, for the moet part,
by local oredits 18,6 billion orowme and, in smeller part (3,5 billion
crowns) from proceeds of eale of UNRRA goods rnd an sdditionel 3 billion
orovng from other sources (foreign loans), Aoctually, the expenditures for
1946 amounted only to 39,8 billion orowns while the income amounted to 36,8,
8o that actual deficit for 1945 amounted only to 3 billion and not, as
estimated, 29.1 billion crownas, This lo Aeficit wae malnly due to the
fact th-t instead of 64 billion crowns the Government spent only 39.8. Lack
of materials, partiocularly building materials which were to be used for con~-
struction nrojects and the mannower shortage, prevented the Government from
carrying out its reconstruation program, ?oreover, on the inoome side, the
revenue from the tax collection wes by l4 mer cent higher than was expected.
The 3 billion defioclt was acovered by internal borrowing,

1947 Budget

The budget for 1947 as accepted by the Parlisment tvas set at 73.3
billion orovns on the expenditure side, On the income side the estimated
rewenue is 48,4 billion crowns so that 24,9 billion, or 1/3 of ihe expend~
itures, haes to be covered by oredits,

This is a considerable increase as compared with the 194K budget,
particularly since the Government exnmects the nresent . loe and woge levels
to prevall and hope to decrease the number of its emmloyees and econonlse
in all its departments, The reamson for the inoreased budget ia two--fold,
One ie the extensive iavestment and reconstruction nrogram of the Government
and the second the fulfilment of considerable commitmente emenating from
soclal legislation passed by the Parliament during the past year to relieve
war viotims and the socially weakenad, Over 10 billion orowns is budgeted
for soclal service purvoses,

Investment and reconstruction expenditures which are included in the
budget estimate are figures at the sum of 18 billion crowns, Of this *igure
11,9 billion orowns are investmenss vithin the frame~wsork of the two-year
plan, These have priority in supoly of material end labor, The rest,

6.1 billion, will be carried out according to the stipulation of the
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Financial Law only if the ctatus of the State Treasury will permit it.

Booauge of this stipulation tho deficit may be oconsiderably lower than
is now estimated.

In the first four months of 1947, the Government revenus amounted
to 17.8 billionu orowns vhile the expenditures amounted to 20.5 billion
orowns 8o that the firs¢ four months the deficit amounted to only 2,7
billion orowzna. This aeficit was covered from ths cash the Government
Yorrowed in 1946 on the domcetlic monoy market so that in the first tour
months it did not have to enter the market for now loans, For the first
half of 1947 there are no detailed data available excer* that the total
revenue of the Government for that poriod amounted to 23.4 billion crowms
against the budget estimate of 16.4 bvillion orowns,

gtate Deht

The internal debt as csrried in the budget for 1947 amounted to
88.8 billion crowns, Thie debt can be divided into 3 vmarts (a) original
debts of the Ozechoslovok State contracted before the war (before 1939)
(b) debts during oppresaion (1939-45) and (o) debts comtracted after liber-
ation (1945~1946). These aret-

n
(a) Original Czechoslovak debt 26,960
(b) Debt of the protectorate of
Bohemie and loravis 33,417
Debt of the Slovak State 12,548
(¢) Post liberation debt _15.900
Total 88,825

Of this total 18,819 million crowns is a short term debt ai m
interest rate of 1 1/8 per cent to 3% por cent., The long term debts
bear interest at tho rate of 3 to 4% per cent,

The amount of interest paymonts ic 3,061 million orowns, which
would mean an average rate of 3.44 por ocent., This, while not high as
interest ratos go in Central Europe, would still be higher than what the
State pald bofore the war,

Slichtly more than half (52 por cent) of this debt has ito origin
in time of enemy occupation and served to finance the (rerman oocupation
and military needs, In splte of thLis it caunot be repudiated because in
the largeot mart it reprosento renerves of omall savings banks nnd in-
gurance corporations. To lower its burden vhe Government decided that
before it recumus intoren) payments, which were interrupted as of January
lot, 1946, the inturest ratos of all those loans which are above 3 ver cent

will buv deoreaded to that lovel resulting in & yearly saving of 400 million
orowno,
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Salance Sheet of the National Rank of

Oreghoslovakia, July 31, L947.
(In 000's of Czechoslovak Orowns)
ABSETS
Gold and balance abroad . L4, 694,071
Other cash . 1,954.683
Bills discounted 2,080,031
Seourities discounted 169,000
Advences on collateral 2,053,190
Other assets
133,177,642

LIABILITIRSS
Shere capital 495,000
Capital reserve fund end reserve funds 250,931
Bank- notes in clirculation = new 45,036,788
Bank-notes in circuletion - old 930.499
Cheque account balances and othser

pums due &t eight - new 9,288,086
Cheqne acocount balances and

other sums due at sight =~ old 68,763,992
Other liabilities

133,177,642

% of yhich: oconvertible currencies Koo, 2,356,705/m
non-gonvertible ourren. Kos.2,337.366/m

Interest rates

From Octobar 28, 1945: Discount rate

rate of advarces on

collateral

23
2 3/b ~ 3 3/4



The military actions in tho lagt 2 months of the war comvletely
paralysed industrial production as well as the tramsportation network of
the country, so much so that even 4 months after liberation (end of
September 1945) industrial produstion reached only 50% of the 1937 level.
Since then, however, it has been steadily rising, as chown in table below,
and by the end of June 1947 production resched 90 per cent of prewar level.

Inacreasa in Industrial Production since liberation
(Monthly Average of 1937 & 100)

1945 September 50
December 55
1946 May 70
October 80
1947 Jenuary 85
June 90

In the shnort span of 18 montha, Ozechoslovak industry succeedsd
in replacing over 200,000 skilled workers and mansgers of German nationallty,
and at the same time, inoreaged its labor torce by Juns 1947 to nearly the
1937 level. Bimultansously, the productivity of the labor force increased
congiderably, &8s 18 lndicated, in the following two tablest

In 0008 of (No. of Ozechs

Employaag . ( Der cont
1937 December 1298 ?898 100
1945 October 10729 779 80
December 1134 (917) 87
1946 ley 1158 (9563 &g
October 1135 (1070 87
1947 Janm.ary 1180 51121; 91
June 1241 1189 95

Pavelomment An _Prodnativity of Tsbor ‘n Groahoglovak
1ng, (& t

'!-l

-

lndex cf Indux of Index of
Induatrial Industrial Produoctivity
Eroduetion  Frnloyment &f Lebor
1997 December 100 100 100
1945 October 50 80 60-65
Decomber M 55 87 60-65
1946 hkay 70 88 80
Oatober 80 87 90
1947 Jemuury 85 91 95

June 90 95 95

-
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In view of the fact that the whole economic orgaiisgation of Czecho-
slovakia wvas recast during the prst two years, end over 200,000 skilled
workers and technicians left the country and had to be replaceu often with
less skilled and experienced men, the recovery of inaustrial production
is remarkable, ‘he more so, if difficulties in procuring raw materials
(4ron ore, cotton, certain chemicals, non-ferrous metals and others from
abroad) and of trensportation whthin and outside the borders of the country
are taken into conaideration,

The favorsble results were achieved by quick repeir of damaged
plants, unexpectedly rapid shiit of labor from one industry to another,
and from agriculture into industry, amd by the progressively improved labor
morale,

All this would not have besn possible had the country not enjoyed
an internal political environmsnt in which all Lolitical parties had equal
responsibility for a smooth functioning economy,

However, the recovery is unuven in different industries, In some,
due to the wartime expansion of production facilities (or postwar expansion
due to priority needs, e,g. locomotives and railro.d cars), the production
reached by vune of thus year by far exceedea the level of 1937, In others,
particularly, in certain breancnes ol textile and glass industries, and
most conspicuously, in the buildin; mwaterials industry, the targst is still
far from sight., Below is given a tab.e of producltion results of selaected
industries in June 1947.

lroduction Results ef wolected Industries in June 1947 Compared
with lonthly ave:ags of !rouuction in 1937.

Iroduction Target

1937 Lo, According to the
Industry Averare July 1947 <=vear Plan
Hard coal (000s of tors) 1394 1278 1398
Liznite (000s of tons) 1491 1863 1822
Coke (0OQua of tons) 251, 345 330
Iron ore (000s of tons) 133 102 129
Crude Iron (000s ol tons) 127 171 108
Crude Steel (000!s of tons) ig2 167 168
Rolled Steel Products (00Qs of tons) 116 115
New Railroad cars (unita) 135 919 584
Locomotives (units; ) 19 15
Automobiles (unite 649 070 643
Tractors (units) 17 386 485
klectromotors (units) 6100 14773 16600
Liotorcycles (units) 1187 2200 1840
Peper (00Us of tons) 16 18 17
Cotton yarn (in tons) 6281 3538 3244
Phosrhates (0008 of tons) ., . 27 32
Leathur footwear (0UOs of prs,) 2218 3411

Glass (plate) (00Us of tons) . 11 11
blown) (0008 of tuns) . 10 11
misc,) (in tons) . 652 790
Agriocultural machinery (million hes,) . 8l 62
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2-Year Regonstrugtion Plap

The Czechoslovak 2-year plan (rut into effect on Jamuary 1, 1947)
is essentially a plan of economic 1econstruction andmt a plan of large
scale capital developrent, Ilts targot is to inerease the industrial
production of the country by the ond of 1948 to 10 per ceat above the level
of 1937, To accomulish this iiL 18 necessary thal by 19,8, as tne plan en-
visages it, the inuustrial labor force be broucht up to the 1937 level and
that its productivity be ilncreased by 10 pex cent above that level,

The plan does not intend to incrsaso production in all industries
sbove the 1937 level, rather, it intends tl.at certain industries should
expand to reach a Lroduclion a. high as 150 per cent of the prewar level
(steel, agriculturel machinery) while in others, (e.f., textiles, ceramics,
and class) the production goals are set below the 1937 figures. From the
investment aspuct, the plan is nainlv concernod with the modernization of
existing plants and with tac transier from border regions vhere they were
formerly manneu by Germans to the province of Slovaiia., However, oven thiis
mouest goal will require 20 per cont of the nutional incowe in each of the
two years. This imudicates how much tho imdustrial macainery wore out during

thg war years vhen, with some exception, no replacemuit or improvement wos
maae,.

In the first helf of 1947, tho plan vas fulfilled 101 per cent, In
certain irduetries, particularly metallurgy, and machine tool production,
the plen ''as more than fulfilled 1hile .n ceriain bianches of the textile
industiy, in gluss, fertilizer,, agriculiural production, and above all, in
the building materials industry, the Lroduction recached only 70 to 80 per
cent of the goal,

This uneven development will bo straightened out if given a normal
flow of raw maverirls from cbroad as well as samc up-to-date cquijpment for
certain industries (tuxtiles and steul-rolliing mills) and the plan will be
fulfilled. The main bottlenechs to overcome are ranjower und irregularity
of inflow of materials from abroad, e»jeciailv cotton, hides, ireun ore, sume
chemicals, copper, and othor non-terrcus metals.,

Transportation

Cne of the greatest difficult.es whach was nearly successfully
overcone in tre Czuchuslovoh econcmy was rajlioed transportation. By the
end of the war, over 1220 brid-es snd 38 twnels werc destroyud in uddation
to 75 per cont of the railroad biildings and hcating places and 64.5 per
cent ol cellroad switches, 1In addition, Czechoslov~kia lost 2,120 locomotives,
representing 52,6 rer cent of ler prewar stoc', 8,300 pas.enger cais, repre-
senting 68.3 per cont ol her prewur otock, and 71,734 ireicht cars, repre-
gsenting 745 per cent of her mewar total, w-iice then, by imfortation from
abroad (UNRRA aid and purchases frem Ueo. Army surplus an Durgpe) as well as
by damestic production, the situation ras censideiably am roved., Due to
more efficiont utilization of existing rallrosa cars, the railway system of
the country vill iransjort in 1947 ncarly 95.5 per cont of the 1937 tonnage,
The exisiing park of locomotivis and i1ailway care an of karch 31, 1947 is
as follows:
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of March 31, 1947, eommared with the o,d of 19 24937,

1977 End of 194 Mar. A1, 1947 Per cept of 19

Locomotives 3290 "2 3009 9l1.5
Freight care 95600 L 330 61592 S, b4
Pascengsr oars 10864 8158 8001 73.6

Self-propelling rail-cars
(driven by gas combug-
tion motors) 372 282 313 8.1

Similar improvement is evidenced in the number of autobusses and
autotrucks in operation as indicated in the table below,

EhﬂhﬂlLQﬁuﬁﬂ&ﬂbHﬂEﬂﬂ.ﬂBﬂbﬂ¥ﬁ8§lﬂ£¥ﬁ-ﬁﬂ»EEE?*L:BA_IEEZ
compared with tho end of 1946 and 19

4937 Eud of 1948 Mapr, 31, 1947 Rar gent of 1937
Autobussen 2300 1608 1869 69.7
Autotrucks Lo12 5541 5711 142,53

Due to var destruction, the number of river boats and barges used
on the rivors, Blbe, Danube, and Odor, deareagsed to 70 per cent of 1937.
Thie figure should be decroased by an additional 20 per cent because those
bargee which are on the Odor Rivor cannot be used at ull., Thio i3 a great
handican becouse most of the Bwedish iron orv came on barges down the Oder
River and now hago to be transported by railroad which i3 ruch more expensive,
(Disregarding tho faot also that railroad curs necded for other purposes
must be diverted for this Job,)

By Spring of 1947, Ozechoslovakia had succeeded in renlacingz its
trensport ailrvlane park to only 70 per cent of 1937. This, however, is
mainly due to the shortage of U.S. aollars.

Agricultural Production

In contrast to industrial vroduction, the output in agriculture io
far below what it wao in 1937. Besides causcs which are goneral for nearly
all of Burore, namely, droughts in two succeusive yearc, in Ogsechoslovekia
there wvere additional factors which aggravatod the situation, First is the
lack of manpower and because of it only 85 per cent to 90 per cent of arable
land wao sown. The Government!s policy was to encourage a ghift of labor
from agriculture to industry and replace it with machinery and thus achieve
a higher productivity of Czachoslovek agriculture +hich was far below that
of Western Burope. In chifting the labor from agrioulture to industry
the Government was succossful, Somo 300,000 farmers oecame indvstrial
workers, but the seoond part of its program, namely, mechanization of

L]
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agriculture, is sedly logging. This handicap ic agzravated by the loss

of draft animals and other livestocks during the war which have not been
replaced, and greut deficiency in artifioial fertilirors., The importation

of aome 15,000 Bhmanian, 5,000 Bulgarian, and 3,000 Italian workers did mot
remedy the situation greatly:. It will take 3 or 4 years mmtil the Government
policy of mecnenization of agrioulture will bear fruit, and the production,
in gpite of the smaller nuroers of veople working in it, vill reach the
prewar level ac vrovosed ia the 2-yocar plam, While the 1946 harvest of

wheat and rye was about 75 per cent to 80 per cent of the prewar years, this
yoar (in spite of a larger acresge sown) it will barely reach 50 per cent of
a normal harvest, This meuns that compared with last season whon about
16,000 tons of wheat and rye supplied by UNHRA, and about 30,000 tons supnlied
by USER, were sufficlent to oover the nceds of the country, this year to
maintain the same rations of bread and flour, Czechoulovakia will have to
import around 500,000 tons of wheat and rye. It has suoceeded in acquiring
from tke USSR 200,000 tons of wheat, part of which is alroady being delivered,
The remaining 300,000 tons will heve to be bought from Canada, United States,
Argentina and Yugoslavia. MNoreover, in 1946, the potato and sugar beet orops
were fbout 50 per cent above normal and thus onabled tho country not only

to export great quantities of sugar and potatoes but aloco to wee these
products extonsively for feeding purposes theveby lessening the fat and meat
ghortages of the country. Thio year, whilo the drowght did not cause as

much damage to potatoos and susar beots as it did to wheat and rye, the orop
wvill not be 60 vlentiful end thus in turn will react unfavorably on the
animal husbandry and esggravate again the supply situation of the country

in meats and fate.

Emnlovmant

The groatost bottloneck in the Crochoaslovek coonomy is the shortage
of manpower, Tranufer of Germans I'rom the country decreassed by some 20
per cent the avaliable manpower. In oddition, the general exhaustion of
workors after 6 years of hard work under difficult physiocel and psychological
conditions, lowered considerably their eificiency. When the production was
resumed it was necessary to employ more vorkero in some industries (narti-
cularly, in ocoal mining and steel) than in prewer years to achieve the same
production results,

By encourasing the returan of Ogzechsslovaek nationals fiom Germany,
France, Bungary, Polend, USSR, and evon from oversens (particularly miners)
and by shifting labor from agrionlture to industry the Government succeeded by
June 1947 to inorease the number of workers omvloyod in industry close to
the prewar level. In Jecember 1937, there woro 1.3 million people employed
in industry. In Sentember 1945, this number droppod to 0.9 but in May 1947
it again inoreased to 1.2 milliou,

It should be mentioned aluo that in the drive to increase the
number of industiial workurs, the Government succeoded in inducing women
to take Jobs in industry., Ag conpared to preowar yoars, tho nember of women
increased by Jamunry 1947 by coorosimately 25 por cent, Bven this is
not sufficient to cover the monpower nvedc of the industry, for instanco,
the steel indvotry has only B87.4 per cunt of itu novedu, the glage industry
01,8 per cent, the coal mining 95,7 per cent, and the dbuilding material
industry has, in fact, only 60.4 per cent. To improve these conditions,
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The Government is endeavoring to bring into industry additional manpower
and hopea to reoruit 1t from the rarnks of public servants, particularly
from the railrcad employees and from securilty services which were expanded
greatly in the immediate months after the liberation and are now considered
to be superficial, But above all, it attaches great hope that by large

ca ltal investment it will increase the productivity of available workers,

In agriculture, however, the shortage is still great and can be
solved cnly by a considerable mechanization. This will require, however,
at least two or three years. The importation of about 20,000 seasonal
workers from Southeastern Europe i1s only a fraction of the needed 190,000
in that sector of the economy.

Viage lqveld _

Ever since the monetary reform of November 1945, the price level
as compared with other countries in EFurope was reascrably stable. While
there was a continuous slow rise it was mainly due to an increase in prices
of imported commodities, The same holde true for the cost of living as
indicated in the indexes of the State Statistical 0ffice - reproduced
below. The black market, of little significance even in 1945, has nearly
completely disappeared. There 1s some fear, hovever, that due to the bad
harvest of this year, 1t might emerge apain this winter, particularly in
flour, meat, butter and other fats, if the Guvernment does not succeed in
importing en~ugh foodstuffs and fats,

of “Tholepale ic
March 1939 = 100

Domestio Imported
Geperal Commoditieg vommodities
1946 January 266,9 64,4, 293.3
February 2€8,4 266,2 293.3
March 27448 271,2 315.5
June 276,9 | 2TheR 312,2
July 280,1 278,1 312,2
August 292,0 282,2 35347
September 203,6 2841 3€1.4
October 202,5 2827 3374
November 301,5 297.7 346.6
December 3C0,7 296,2 34347
1947 Jonuary 301,1 296,2 245.9
February 298,5 204.5 3374
Murch 300,44 296,5 338,.4
April 29444 289,7 333.8

May 2954 290,7 33543
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March 1939 = 100

Total

1946 1 306.7
II 309.9

III 310.6

IV 311.2

v 310,1

Vi 309.2

ViI 307.3
VIII 308.9

iX 306.0

X 306.3

n 3’07.0

X1l 309.1
1947 1 310.3
II 312.8

111 313.1

v 297.5

v 296.4

Simultanecusly, with the monetary reform (November 1945) which was
combined with an adjustment of prices, the wagos too were lnersesed to
goenerally about 3 times thelr prewar level. 8ince then the wuge level has been
steady, havlng risen only from 302.3 (based on Narch 1939 level) to 302.8 by
June 1947 which is due to & slight adjustment in certain industries, parti-
culaerly, in building end coal mining, intended to induce workers to seek
employment in these industries. This slight rise doee not, howvever, reileot
the wages aotually paid out to workers., It is computed only on the basis
of an 8~hour day without taking into conuideration the overtime nearly every
industrial worker pute in nor wblack wages" which skilled laborers receive
to otay on the Job instead of moving to othar vlaces, HMeny industrisl
managers villingly pay; special bonuses to get skilled workers into thelr
plauts. Thise, combined with the fact thet many wnges were reised much more
than were prices at the time monetary reform was carried out caused resl
wages to increase to abovt 360 based on the March 1939 level.



