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Centrally Planned Economies

Offering a retrospective view of how the system operated in Communist
Czechoslovakia, this book is an important voice in the discussion about the systems
of central planning. The unique features of the book include in-depth research
comprising both archival records and analyses of around 75 interviews conducted
with period managers across a wide range of management levels. They provided
evidence of pervasive inefficiency resulting in appalling economic outcomes.

The book begins with a background to the politico-sociological system
in Czechoslovakia and proceeds to describe the Marxist-Leninist ideological
foundation of the regime, which underpinned the formal setting of the
Czechoslovak model. These initial chapters set the context for the subsequent
analysis of the real functioning of the system. The book explores the economic
outcomes that must be understood as a natural consequence of the ways in which
this system operated. The author finishes by answering the important question
of why centrally planned economies trailed behind the market economies.

The book’s unique use of the interview research format brings a vivid, close-up
view of the everyday economic life in the centrally planned system. This will be a
valuable contribution to the discussion surrounding the day-to-day reality of the
system, which was found to be more colourful than is generally deemed. The book
will appeal to both economic historians and students of economic history. A warning
against repeating past mistakes, this book will also be of interest to those seeking a
greater knowledge of the realities and consequences of centrally planned economies.

Libor Zidek, Associate Professor, has lectured at the Faculty of Economics
and Administration at Masaryk University, Czech Republic, since 1997. He
specializes in economic transformation with a particular focus on the Czech
economy. He also has a keen interest in planned economy, particularly in
Czechoslovakia and generally in economic history. His doctoral thesis focused
on the impact of globalization on economic policy and his habilitation thesis
on the transformation process in the Czech Republic. He teaches courses on
World Economic History, Economic Transformation and Macroeconomics. He
has lectured on the topics of central planning and transformation in a number
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Finland, Ukraine, and Jamaica. He has presented at conferences and published
several books and a number of chapters and journal papers.



Routledge Studies in the European Economy

‘When Ideas Fail

Economic Thought, the Failure of Transition and the Rise of Institutional
Instability in Post-Soviet Russia

Joachim Zweynert

Economic Crisis and Structural Reforms in Southern Europe
Policy Lessons
Edited by Paulo Manasse and Dimitris Katsikas

Crisis in the European Monetary Union
A Core-Periphery Perspective
Giuseppe Celi, Andrea Ginzberg, Dario Guarascio and Annamaria Simonazzi

Rethinking Economic and Monetary Union in Europe
A Post-Keynesian Alternative
Philip B. Whyman

Central and Eastern Europe in the EU
Challenges and Perspectives Under Crisis Conditions
Edited by Christian Schweiger and Anna Visvizi

Greek Employment Relations in Crisis
Problems, Challenges and Prospects
Edited by Horen Voskeritsian, Panos Kapotas and Christina Niforou

Centrally Planned Economies

Theory and Practice in Socialist Czechoslovakia
Libor Zidek

For a full list of titles in this series, please visit www.routledge.com/series/SE0431


http://www.routledge.com

Centrally Planned

Economies

Theory and Practice in
Socialist Czechoslovakia

Libor Zidek

£} Routledge

-1 Taylor & Francis Group
LONDON AND NEW YORK



First published 2019
by Routledge
2 Park Square, Milton Park, Abingdon, Oxon OX14 4RN

and by Routledge
52 Vanderbilt Avenue, New York, NY 10017

Routledge is an imprint of the laylor & Francis Group, an informa business
© 2019 Libor Zidek; except Chapter 1, Lucie Coufalova

The right of Libor Zidek to be identified as the author of this work
has been asserted by him in accordance with sections 77 and 78 of the
Copyright, Designs and Patents Act 1988.

All rights reserved. No part of this book may be reprinted or reproduced
or utilised in any form or by any electronic, mechanical, or other means,
now known or hereafter invented, including photocopying and recording,
or in any information storage or retrieval system, without permission in
writing from the publishers.

Trademark notice: Product or corporate names may be trademarks or
registered trademarks, and are used only for identification and explanation
without intent to infringe.

British Library Cataloguing-in-Publication Data
A catalogue record for this book is available from the British Library

Library of Congress Cataloging-in-Publication Data
A catalog record for this book has been requested
ISBN: 978-1-138-61438-3 (hbk)

ISBN: 978-0-429-46411-9 (ebk)

Typeset in Bembo
by Apex CoVantage, LLC



Contents

Figures and diagrams viil
Tables X
Boxes xii
Acknowledgements xiii
Introduction 1
1 Formal and informal institutions of the socialist era 4

LUCIE COUFALOVA

1.1 Political system and development 5
1.1.1 The Communist Party of Czechoslovakia 13
1.2 Legal and enforcing system 19
1.2.1 Administration of justice 20
1.3 Paternalist and repressive state 20
1.3.1 Paternalist state 21
1.3.2 Repressive state 23
1.4 Informal institutions: behaviour of individuals 28
1.4.1 Working habits and inequality in income 30
1.4.2 Morals and religion 34
1.4.3 Everyday economic incentives 35

2  Marxist-Leninist economic theory 39

2.1 Capitalism 40
2.2 Socialism 41
2.2.1 Leading role of the communist party and role
of state 45
2.2.2 Nationalization 46
2.2.3 Planning process 46
2.2.4 Specifics of central planning environment 48
General labour duty and dealing with the
labour force 48
State monopoly and competition 50



vi

Contents

Banking and non-monetary economy 51
International integration 52
2.3 Criticism of Marxist economic policy 52

Formal settings of central planning in Czechoslovakia

3.1 The role of the Communist Party 57
3.2 Ownership — nationalization 59
3.3 Description of the planning model 61
3.3.1 Principles of planning 62
3.3.2 Definition of the main entities in the planning
hierarchy 63
The economic centre (Federal government,
State Planning Commission, ministries) 63
Production-economic units (VH]) 65
Socialist enterprise 68
3.3.3 Types of the central plan 70
Plans according to time 70
Plans according to subject 71
3.3.4 Creation of the central plan 73
3.3.5 Balance method 78
3.4 The specifics of the planning system 81
3.4.1 Planning of labour market 81
3.4.2 Banking sector and non-monetary system 82
3.4.3 Outer relationships 83

Practices of central planning in Czechoslovakia

4.1 General environment and settings of the system 87
4.1.1 Ownership 87
4.1.2 Central plan in practice 90
Central plan or markets? 91
Balance 93
4.1.3 Influence of the Communist Party on the economy 96
4.2 Behaviour of the economic centre in the CPE model 103
4.2.1 Forming and meeting of the plan 103
4.2.2 Investment 110
4.2.3 Wage policy 113
4.2.4 Who controlled the centre? 116
4.3 The role of the VH]s in the CPE system 118
4.4 Behaviour of companies 122
4.4.1 Plan formation 123
4.4.2 Companies in the production phase 129
Vicious cycle of shortage and hoarding 129
Search for opportunities 135
Credit 136
Cooperative, non-competitive environment 137

57

87



Contents  vil

4.4.3 Meeting the plan 138
What exactly to meet/to produce? 139
How to achieve the global plan for the company? 140
What was the “optimal” fulfilment of the
global plan? 145
Failure to complete the plan 146

Macroeconomic results 149

5.1  Meeting the global plan 149
5.2 Economic growth 150
5.2.1 Character of economic growth 159
GDP per capita and real wages 162
Productivity 164
Structure of the economy 167
The share of investment 170
The share of (personal) consumption 173
5.3 Unemployment and functioning of the labour market 176
5.4 Price stability and inflation 182
5.5 Foreign (economic) relationships 194
5.5.1 Foreign trade 194
Socialist countries 198
Developing countries 201
Developed countries 202
Commodity structure 209
5.5.2 Foreign investment 212
5.5.3 Business trips and foreign workers in Czechoslovakia 214

Results and conclusions 219
6.1 Ideology 221

6.1.1 Consequences of (nearly) entire nationalization

and income levelling in the society 222

6.2 Impact of central planning 225

6.2.1 Behaviour of the centre 225

6.2.2 Behaviour of companies in the system 226

6.2.3 The Communist Party 229

References 232
Acronyms 243
Appendix 244

Index 255



Figures and diagrams

Figures

1.1

The average share of MPs political affiliation in the House
of the People during the period of 1971-1986

1.2 The average life expectancy in the Czech Republic
and Austria (in years)

4.1 Stockpile of goods and products (in CSK mld.), and as a
share of national income (in percent)

5.1 Estimation of GDP in Czechoslovakia 1950-1990,
and its trendline

5.2 Net material product and its trendline 1951-1989

5.3 Stockpiles in Czechoslovak economy (in CSK mld.)
and year-to-year change (in percent)

5.4  GDP per person in Austria and Czechoslovakia 1950-1989

5.5 Year-to-year official inflation and the development of
real wages 1970-1989 (in percent)

5.6 Incomes, expenditures and balance of governments’ budgets
and budgets of National Committees (local city halls),
in CSK mld.

5.7 Czechoslovak trade balance 1970-1988 (in CZK bil.)

5.8 Gross governments’ debts to the west in billion dollars
1971-1990

Diagrams

1.1 Organization structure of the Communist Party of
Czechoslovakia

3.1 Organizational arrangements of the unity of policy and
economy for the national economy management

3.2 Organization structures in the Czechoslovak economy

3.3 Organization structure in different forms of production-
economic units

3.4 The organization structure of the management of a typical

socialist company

12

22

95

151
151

161
162

189

191

196

196

14

58
64

66

69



3.5
3.6
3.7
3.8
4.1

Figures and diagrams — ix

Simplified planning scheme after 1980 71
Timeline of the creation of a central plan 74
Balance of the economy by the types of the reproduction process 79
Organizational structure of foreign trade in CSSR 84

Approving a new product and its price in a centrally
planned economy 127



Tables

1.1

1.2
1.3

1.4

1.5
1.6

1.7

1.8
1.9

1.11
3.1

3.2

3.3
3.4
3.5
5.1

5.2
5.3
5.4

Results of the first post-war election to the Czechoslovak
Parliament (Ustavodirné Narodni shromazdéni), May 26, 1946
Voter turnover in Czechoslovakia, 1954—1986 (in %)
Number of parliamentary sessions and number of discussed
acts 1971-1989

Membership in the Communist Party of Czechoslovakia
and the share of its members in the population, 1949-1981
Government incomes and expenditures 1989 (% of GDP)
Share and numbers of households, persons, and children
below social and living wage in Czechoslovakia

Tourism to and from Czechoslovakia (number of tourists

in thousands)

‘Wages of workers by main occupation groups in 1984

Share of the people below the social minimum on the overall
number of poor people according to social categories.

The sum = 100

Number of MPs (men and women) in different parts of

the parliament

Population by religion in 1991 (as of 3 March)

Organization structure of industry according to different forms
of management (31 December 1984)

Sectoral structure of the 50 biggest Czechoslovak companies
(VH]Js) in 1971

Balance of resources and use of the social product

Material balance for steel pipes (in tonnes) 1985

Balance of labour force

The plans and reality in production of cars in Automobilové
zivody nérodni podnik (AZNP) Mladi Boleslav — Skoda car
(in pieces)

Liberalization Index 1989 and 1997

Productivity of Slusovice in comparison with other countries
Planned and real growth of selected indicators and the shares
of extensive and intensive economic growth

(@)

11

16
21

23

29

32

33

34
36

67

68
80
80
82

150
156
157

159



Tables xi

5.5  Energetic and material burden for creating USD 1,000 of

GDP in CSSR and comparable developed countries

(Austria, Switzerland, Belgium, the Netherlands, Finland,

and Denmark) in the 1980s 160
5.6  Estimation of share of non-official economy in 1989 in % 164
5.7  Estimation of labour productivity (value added method, US §)

in industry in CSSR and selected developed capitalist countries

in 1985, in USD thousands and CSSR level to respective countries 166
5.8  Industrial organizations according to the number of employees

in Czechoslovakia to end of 1989 168
5.9  Czechoslovaks’ basic economic indicators and estimation of

results after discounting hidden inflation (average year-to-year

change) 170
5.10 The shares of Czechoslovak inhabitants” expenditures in

comparison to developed capitalist countries 175
5.11 Household possession of long-term consumption goods

(in percent) 176
5.12 Wholesale prices and costs of selected energies in the 1980s 184
5.13 Turnover taxes in various branches in percent 185
5.14 Negative turnover tax in Czechoslovakia 1970-1989 in millions

of crowns 185
5.15 Retail prices in CSK of selected goods and services in

Czechoslovakia 1953—-1988 190
5.16 Federal budget and regional budgets net earnings for 1987

(in CSK million) 192
5.17 Total amount of budget subsidies as percent of GPD 192
5.18 Territorial orientation of Czechoslovak trade between 1948

and 1989 (percent of turnover) 194
5.19 Czechoslovak terms of trade (1977 = 100) 197
5.20 Estimation of the Soviet support to countries in the Eastern Bloc

1971-1978 199

5.21 Average kilogram prices of industrial products exported into
the EEC markets (USD/kg) 203



Boxes

1.1
1.2
1.3
1.4
1.5
3.1
3.2

3.3

4.1
4.2
4.3

4.4
4.5
5.1
5.2
5.3
5.4
5.5
5.6
5.7
5.8

The National Front

Practice of communist exercise of law

The development of the politico-economical stages

Life of musicians in socialism

New Soviet Person

Ownership aspects in the 1960 Constitution

Centrally planned economy characteristics anchored in
the 1960 Constitution

Act No. 129/1985 Coll. The Act of the Czech National
Council on the state plan for the development of the national
economy of the Czech Socialist Republic for 1986
Setting of the plan in the SPK

Friendly planning (vstficné planovani)

Secret police in the State Planning Commission (SPK) during
Perestroika

Shortage in the labour market

Cheating

Investment business cycle

JZD Slusovice

Bata (in Czech Bata) — shoe company

Akce Z

Fiscal policy

Espionage

Skoda car

Contacts with foreigners in Zbrojovka Vsetin

[o/elNe)}

30
60

62

77
105
110

116
130
143
152
156
169
172
191
206
210
215



Acknowledgements

I would like to give my thanks foremost to Lucie Coufalova, who enormously
helped with the whole book, she is the author of the first chapter, provided feed-
back and tagged nearly all the interviews. My thanks go to other members of
the research team as well — foremost Hana Lipovskd (who made interviews and
contributed to some parts of the book), Vaclav Sbek (interviews and invaluable
feedback to the draft of the book), Vladimir Handl (interviews and a great job
on the functioning of the Communist Party), Tomas Nigrin (interviews and
topics about transport), Stépan Mikula, Zuzana Richterkovi and Zdenék Rosen-
berg, who contributed to the monograph mainly by conducting the interviews.
Magdalena Suterovi provided a highly contributing feedback and helped enor-
mously with formalities. I would like to thank to Lubor Lacina for his feedback
and everlasting support. My great thanks go to our respondents, who were will-
ing to share with us their time and memories. My other acknowledgements go
to team member Michaela Stejskalova, who helped us with the methodology
of the interviews; students, who transcribed the recorded interviews; Robert
Svibensky; who helped with the English; and members of my department for
their support. Moreover, I would like to thank a lot to Routledge, namely Kris-
tina Abbotts for her kind support of the entire book concept and her patience
with me and Christiana Mandizha for the formal setting of the manuscript.



Taylor & Francis

Taylor & Francis Group

http://taylorandfrancis.com


http://taylorandfrancis.com

Introduction

Reality of the central planning in socialist Czechoslovakia

The weakness of the centrally planned economies in comparison to the market econo-
mies was proved by the collapse of the Soviet Bloc and the fall of the iron curtain at the
end of the 1980s. By the 1970s, it was clear that the systems were inefficient, unstable,
and significantly lagging behind the performance of the market economies. The arms
race during Reagan’s presidency just accelerated such development. In the book, we
reveal microeconomic reasons for economic performance in socialist Czechoslovakia by
presenting the results of our unique research that was based foremost on interviews with
top managers from the 1970s and 1980s. We concentrate on the last two decades of the
system mostly for practical reasons, namely ability to reach respondents. The main goal
of the book is to give the readers an idea about everyday economic reality in the socialist
totalitarian system. The authors continue in previous research into central planning, but
the novel method of research interviews brings a new insight into the functioning and
development of the system. The results generally break the common view that individual
companies (at the bottom of the hierarchical pyramid) without hesitation followed the
orders of the centre. The everyday reality was more complicated and foremost full of
paradoxes, pretence, and negotiations. The practice was far remote from textbook theory
dealing with central planning.

Our research approach was based on oral history methods — for example Vanek,
Miicke, and Pelikinova (2007), and Van¢k and Miicke (2015). In qualita-
tive, semi-structured interviews conducted between 2015-2017, a total of 75
accounts were collected. Data analysis was carried out at the same time as they
were collected (field research). Three different methods were used to contact
potential respondents. Firstly, the successors of the original companies were
contacted, but the discontinuity created by the economic transformation has
led to the fact that today’s companies have seldom contacts with its former
managers. In order to achieve a satisfactory number of testimonies, we made
use of personal contacts and partially also used the snowball method. In order
to get an unbiased picture of the then practices, the interviews were focused on
rather technical topics. The respondents stay anonymous to the readers. Each of
them is assigned a unique identification number ID (e.g., <ID001> belongs to
respondent number 1), which identifies him or her in the text.



2 Introduction

The respondents had held mostly important managerial posts in companies
from diverse branches, such as mining, power industry, construction, engineer-
ing, transport, textile industry, agriculture, and food processing, as well as posi-
tions in the planning apparatus in the 1970s and the 1980s. All respondents had
access to some (but various) level of the planning process in the given period
and were familiar with day-to-day business operations of their companies.
Appendix Table A contains the characteristics of the narrators. Ninety-one
percent of them had higher education, and there were only two women among
all the interviewed respondents. Apart from the two interviews done with a
couple of respondents, the rest were done individually. All the narrators worked
in different companies. The structure of the Czechoslovak economy was almost
monopolistic with few large companies in all industries. Consequently, provid-
ing detailed information about the companies could jeopardize the anonymity
of the respondents.

Most of the respondents had generally critical attitudes towards the socialist
economy. They complained about omnipresent shortage and praised the func-
tioning of the market economy. Some of them stated that they had to somehow
muddle through and deal with the “rules” of the system. Many of them had
a humorous approach and laughed at the nonsenses of the system. They were
often very positive about interpersonal relationships at the workplace, when
asked to summarize the pros and cons of the system. Only one of the respon-
dents strongly defended the functioning of the system and considered the inter-
view to be an attack on socialism. Some of the potential respondents changed
their minds at the very last moment before the interview. Generally, the respon-
dents pointed out the negative aspects of the functioning of the system, which in
their view did not work and from present perspective they consider it amusing,.

The oral history methods cannot be a substitute to quantitative research meth-
ods. They have natural limits because they cannot achieve “objective” results.
They deal with people and their memories that could certainly be selective as
well as the respondents might lie. Moreover, the respondents were, for natural
reasons, mostly elderly people and we were not able to embrace the whole
economy. In results, our sample of respondents was not and could not be overall
representative and we do not aspire to generalize our results to represent the
entire population. However, the team members during the interviews did their
best to emphasize a neutral attitude towards the topic and allow the respondents
to freely express themselves to achieve the most valuable outcomes for the
readers. In the interpretation of the interviews, we considered the context and
naturally the historical period.

However, we are well aware of the shortcomings of the oral history methods
and thus these main methods were supplemented by research in archives (includ-
ing archives of the former secret police StB and materials of the top bodies of the
Communist Party), stenographic records from Parliament, quantitative research
and foremost broad review of literature on the topic including memoirs (from
the Czech sources we build on the theoretical works of Lubomir Ml¢och and
Zdislav Sulc). It should be emphasized that the functioning of the socialistic



Introduction 3

society and economy has fascinated several generations of researchers and there
exists an indefinite number of sources on this topic. Thus, we did not and could
not seck absolute complexity of our analyses and had to select the materials.
However, we tried to provide the readers with vivid analyses of the everyday
functioning of the centrally planned system in socialist Czechoslovakia by using
anovelty approach. Throughout the text, we support our arguments with figures
and tables. Furthermore, we illustrate some behavioural patterns in boxes, which
are foremost short case studies.

The monograph is divided into six chapters. It proceeds from describing the
environment in Czechoslovakia, via theory and formal model of the system of
central planning to everyday reality of the planning and to conclusions. Chap-
ter 1 is dedicated to the description of the socio-economic environment in the
country. The general goal of this chapter is to provide readers with a picture
of the functioning of the society. Without this general introduction, readers
lacking personal experience with the totalitarian system would find the sur-
real reality of the centrally planned system difficult to understand. Chapter 2
shortly deals with economic applications of Marxism-Leninism that constituted
ideological background of the overall system. We consider for example Marxian
surplus-value and conceptual reasons for nationalization. The third chapter is
interconnected with the previous one because the formal settings of the plan-
ning mechanism in Czechoslovakia were supposed to be based on the Marxist-
Leninist ideas (Chapter 2). In this chapter, the reader will find, for example, an
analysis of the formal models of corporate structures, different forms of plans
or more specifically the role of the Stitni plinovaci komise (State Planning
Commission). The first three chapters are preparatory for Chapter 4, which
contains an analysis of the real functioning of the system in the selected period
based primarily on the interviews from our research. This chapter is the core of
our work. We show the contrast between theory and everyday practice of the
centrally planned system from the inside. Our respondents told us about their
everyday economic life in the planned system, among others about the setting
of the plan or dealing with scarcity. The real functioning of the economic sys-
tem resulted in economic outcomes that are summarized in Chapter 5. In the
final Chapter 6, we show that the typical features of centrally planned systems
foremost the overall inefficiency of the system were only logical and inevitable
conclusions of the settings of the model.

This work was supported by the Grant Agency of the Czech Republic,
Real functioning of the centrally planned economy in Czechoslovakia (No.
GA15-09404S).



1 Formal and informal institutions
of the socialist era

Lucie Coufalovd'

The general intention of this part is to show the main characteristics of the environment
in which the companies in the centrally planned system in Czechoslovakia operated. We
describe the main features that constituted this environment. The chapter deals with the
settings of the institutions (broadly a description of the socio-economic environment) in
the socialist era. In specific, we describe the political development including the role of
the Communist Party (1.1). Next, we concentrate on some aspects of the legal system
and functioning of the judiciary in the country (1.2). In the following section, paternal-
istic and repressive aspects of the state are analyzed (1.3) and the last section is dedicated
to informal institutions — values in the society (1.4).

The socio-economic environment can be defined by institutions. We should
distinguish between institutions that are understood as sets of rules (for example
the legal system) and institutions in the form of organizations (for example the
central bank or the planning commission). In this chapter, we pay attention only
to the former. Economics treats institutions as “humanly devised constraints that
shape human interaction” (North 1990, p. 3). Rules make a person’s and govern-
ment’s behaviour more predictable and in eftect reduce uncertainty. Institutions
are therefore something one needs to consider in the decision-making process.
For example, low property rights protection and high risk of expropriation make
people not invest in their businesses and rather pursue other investment objec-
tives. The effects on social life are analogical. If trusting behaviour increases the
chances of being punished — for example because of being reported by a col-
league or a neighbour — people tend to reduce their far-reaching social ties and
isolate themselves in their families (Boenisch and Schneider 2013).

Institutions are often divided into two subgroups: Formal and informal. For-
mal institutions are generally codified by an authority — the state — they involve
those specified and enforced by the government; for example, the legal system
or courts of law. Informal institutions are not defined by the state or enforced
by the government but they are built in the society in the way of thinking and
acting. These involve customs, morals, level of corruption and respect to the
law. Informal institutions evolve spontaneously, they are more stable and change
only over long periods (generations). On the contrary, the legal system can be
changed relatively quickly.?
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The mutual interaction between formal and informal institutions is com-
plicated. People tend to behave according to informal institutions regardless of
the formal ones. Or to put it in another way — even top-quality formal laws
will not convince people to behave accordingly if they do not intend to abide.
For example, the Eighteenth Amendment to the US Constitution was legally
perfect — it was a clear formal institution which prohibited production and sale
of alcoholic beverages (valid between 1920 and 1933). However, it was also “a
period of time in which even the average citizen broke the law” which made it
the only case in the history of the USA when the Constitutional Amendment
was repealed (Rosenberg 2017).

The specific impact of institutions on the economy is unclear but most econo-
mists believe that institutional environment is one of the key factors influencing
a long-term ability to grow because institutional environment aftects factor
productivity or the long-term potential growth of the economy (see, e.g., North
1992). If there is, for example, low level of respect for the law, the costs of the
functioning of the market subjects’ increase. This determines their profitability
in the long run, and thus also investment and growth. Institutions are difficult to
quantify or measure in general and therefore any attempt at measurement during
the centrally planned economy (CPE) period was even more complicated. All in
all, the state of both formal and informal institutions under socialist rule is gener-
ally seen as an obstacle for economic growth (see for example Triska et al. 2002).

In the following text, we concentrate on the state and development of formal
and informal institutions during the CPE period that affected functioning of
the economy. They partly overlap, but we separate, among others, the political
and legal systems, paternalistic state and behaviour of people (informal institu-
tions) in this period.

1.1 Political system and development

The Czechoslovak political system after 1948 was totalitarian. We consider
totalitarianism in accordance with Heywood as:

An all-encompassing system of political rule that is typically established by pervasive
ideological manipulation and open terror and brutality. It differs from autocracy,
authoritarianism and traditional dictatorship in that it seeks “total power” through
the politicization of every aspect of social and personal existence. Totalitarianism thus
implies the outright abolition of civil society: the abolition of “the private”.
(Heywood 2012, p. 207)

In Czechoslovakia, the basic concepts were authoritative governing, and enforce-
ment of the pervasive communist ideology officially based on Marxism-Leninism.

Historically, the Communist Party was relatively strong already in pre-War
Czechoslovakia. It gained around 10% of the votes in the interwar period and it
was one of the strongest Communist parties in Europe at that time. This state
was deepened by the political shift to the left that took place after World War II.
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This phenomenon appeared not only in Czechoslovakia but in several other
countries as well — for example in Italy and France.’ It was, among other reasons,
caused by admiration and gratitude towards the Soviet Union (SU). There were
three main reasons for this attitude — the fact that the SU avoided the suffering of
the Great Depression in the 1930s (due to the economy’s disconnection from the
world markets), admiration for winning the war and gratitude for liberation of
Czechoslovakia. The consequence of this political shift was that the Czechoslo-
vak Communist Party won the first election in 1946 and gained 114 out of 300
seats in parliament. The Communists had the highest support in the Bohemia
part of Czechoslovakia (see Table 1.1) and especially in the borderlands with
Austria and Germany from where the ethnic Germans were expelled.* From the
total of 156 electoral districts in Bohemia and Moravia, the Communist Party
won in 137 of them, and in the borderlands it reached absolute majority in 43
districts (éapka and Lunerova 2012).

Table 1.1 Results of the first post-war election to the Czechoslovak
Parliament (Ustavodarné Narodni shromazdéni), May 26, 1946

Communist Party

Bohemia 43.25%
Moravia 34.46%
Slovakia 30.48%
Czechoslovak Republic 40.17%

Source: Zaloudek (2004)

Political competition by democratic parties was at that time already restricted
because all legal political parties were associated in the so-called National Front
(Narodni Fronta) — a group of political parties with a monopoly on political
power (see Box 1.1). Several political parties were not allowed to re-establish
after World War II. Due to proportional settings of the electoral system in
Czechoslovakia the Communists created a coalition government and they (and
their allies) were able to control “power” ministries. The Ministry of the Interior
as well as the Ministry of Information were held directly by the members of
the Communist Party. The Ministry of National Defence was held by the war
hero of the eastern front, general Ludvik Svoboda (in those days with no party
affiliation), who only became a Communist Party member in 1948 and later on
was elected president (1968—1975). This made it easier for the Communists to
get the whole country under control following their coup in February 1948.

Box 1.1 The National Front

The National Front was established in April 1945 when the Czechoslo-
vak government was created in the already liberated town of Kosice in
easternmost part of Slovakia. It consisted among others of the Communist
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Party of Czechoslovakia and the Communist Party of Slovakia, the
Czechoslovak People’s Party (a form of a Christian-Democratic Party)
and the Czechoslovak Social-Democratic Party. Several political parties
were banned for alleged collaboration with the Germans — among others
the Slovak People’s Party and the Republican Party of Farmers and Peas-
ants. The National Front was dominated by socialist parties foremost the
Communists. Competition among political parties was thus limited. Later
on (in the 1970s and the 1980s) the Front co-opted many other specific
(and sometimes even obscure) organizations (e.g., the Czech Union of
Beckeepers).

The political regime in the following years was extremely harsh. There were
political processes, executions, and people were sentenced to long imprison-
ment in de facto concentration camps. The first emigration wave took place as
well. This situation slightly relaxed only after Stalin’s death in 1953. Klement
Gottwald, the long-standing leader of the Czechoslovak Communist Party since
1929 and perpetrator of the February coup, died just 10 days after his Bolshevik
mentor Stalin when he had returned from Stalin’s funeral in Moscow.

The role of other authorized political parties during the whole period was
only formal and their goal was to pretend political pluralism. In fact, their practi-
cal influence was minimal. In reality, the National Front was fully subordinated
to the needs of the Communist Party and any competition among the political
subjects was unthinkable. Political freedoms in Czechoslovakia did not exist.
The regime tried to increase its legitimacy by extremely high voter turnout at
parliamentary elections (see Table 1.2).

Table 1.2 Voter turnover in Czechoslovakia, 1954-1986 (in %)

Nov. June July Nov. Oct. June May
1954 1960 1964 1971 1976 1981 1986

National Front ballot 97.89 99.86 99.9 99.96 99.39 - -
House of the People - - - - - 99.81 99.97
House of the Nations - - - - - 99.77 99.97

Source: Zaloudek (2004)

The voters were presented with a single list of the National Front pre-
approved candidates — in reality, there was just one candidate on the list. It
meant that the voters could just approve or disapprove the candidate of the
National Front. At the same time, taking part in the election was compulsory,
and the citizens had little chance to avoid voting should they want to express
their dissatisfaction with the regime this way. It was difficult even to put blank
ballots into ballot boxes because going behind the divider was considered as
an expression of informal disapproval with the regime. Quite to the contrary,
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manifestation voting was supported by the regime (see Box 1.2). Regardless of
the non-existence of choice, the regime pretended that it held real elections.

Box 1.2 Practice of communist exercise of law

The communist legislation after the implementation of the Socialist Con-
stitution of 1960 was formally very similar to the legislation of any demo-
cratic state. The Election Act No. 44/1971 Coll. stated that the elections
were secret. Candidates could be nominated not only by the Communist
Party, but also by “any other political party or social organization under
the National Front,” there could be more candidates in each constituency.
The reality was different. Even though the regime presented its election
as the only true democracy in contrast to the “bourgeois” democracy
that Lenin had described as “Restricted, truncated, false and hypocritical,
a paradise for the rich and a snare and deception for the exploited, for the
poor” (Lenin 1974, p. 243).

What was then the difference between Communist elections and
elections in a democratic country? Firstly, the difference after 1960 was
embedded in the Constitution, which proclaimed the leading role of the
Communist Party. But secondly and foremost, the law was democratic
in theory, but it was not observed by the regime in practice. The regime
tried to pretend that everything worked as in a normal democratic society
including election campaign. For example, the chronicle of the town of
Letovice mentions the following:

Agitation centres of the National Front were created for the elections purposes;
the town radio was broadcasting pre-election agitation on daily basis; shop
windows were used for information of the successes of the local companies
and about electoral districts. The radio was broadcasting interviews with the
candidates. Music bands played in front of polling stations.

(Municipal Council of Letovice 1971)

But there was always just one candidate in every constituency, which
meant that the voters merely confirmed the choice made by the National
Front and they did not vote in reality. The elections were thus de facto a
farce. Mr. Votocek, who was the mayor of the town of Olomouc said that
he had intended to obtain an MP position in the federal parliament or at
least in the Czech chamber together with the mayor position, to be able
to defend interests of the town. However, he was told that the candidate
and de facto the MP had to be a woman 35 years old or younger and a
worker (Vanék and Urbasek 2005).

The only option was not to elect or to cross out the nominated candi-
date. Such strategy was however very difficult to implement in practice
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especially because the citizens were forced to vote in a manifestation
way/openly. Voting decisions of the citizens were often written into their
“cadre” dossier. Rudé Pravo (a daily of the Communist Party) after the
elections proudly declared that “all candidates of the National Front have
been elected” (Rudé Pravo 26th May 1986).

At the same time, there were economic consequences of the elections.
One of the respondents in our research who worked in a managerial post
in catering industry (<ID052>) said: ““Jesus, it was the time before the
elections, we had to make sure that bread was available for sale till the end
of the opening hours, not to make people angry. I say, the state holidays,
May Days, elections and this, they all were carefully watched, carefully
watched.”

The leading role of the Communist Party in Czechoslovakia was codified
in a new constitution approved in 1960. At the same time, the Communist
Party ofticially declared that the society had reached the phase of socialism (see
Box 1.3).

Box 1.3 The development of the politico-economical
stages

In the view of the communist ideologists, there were several stages of the
political-economic development to follow (as they believed) the inevi-
table fall of the capitalist society (see Chapter 2). The first stage was
called people’s democracy, the second socialism and the third commu-
nism. These different stages were supposed to reflect a different level of
development. The main characteristics can be expressed in the dominant
slogans of the period. The slogan of the socialist period was “to each
according to his/her contribution.” In communism, it was supposed to
be “to everybody according to his/her needs.” Socialism was considered
by its proponents to be a rationally governed society that stood against
Hayek’s spontaneous orders (Hayek 1982) and was supposed to remove
instability, waste, frustration, and unjust policies of the capitalist society
(Bottomore 1990). Haba et al. wrote that “the characteristic feature of
advanced socialism is complex and balanced development of all parts
of the economy” (Haba et al. 1988, p. 100). But in socialism, scarcity
was supposed to still exist and a strong state was required (Gregory and
Stuart 2014). The lower stage (people’s democracy) in Czechoslovakia
was formally proclaimed as completed in 1960, which was expressed by
change of the official name of the country to the Czechoslovak Socialistic
Republic. The regime believed that: “Socialism in our country has won!
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We have entered a new era of our history and we are determined to move
on to new, even higher goals. Instigating socialist construction, we are
moving towards building a socialist society and gathering forces for the
transition to communism” (Act No. 100/1960 Coll., Constitution of the
Czechoslovak Socialist Republic). This formal change of the name was
meant to underline the progress of the country on the way to the high-
est development stage — communism — that was planned to be reached
in (near) future. Communism is characterized by the absence of markets
and money, abundance and withdrawal of state control. Its condition was
increase in workers’ productive capacity (Gregory and Stuart 2014).

The practical behaviour of the already socialist-proclaimed regime started
gradually to change towards a slightly higher level of freedoms in the respective
decade. This trend culminated in the short period known as the Prague Spring
in 1968. At the beginning of the year, the Communist Party started internal
party reconstruction and replaced its leadership. Censorship was abandoned,
citizens were allowed to travel abroad and there were even attempts at found-
ing/re-establishing of political parties. These liberation trends were abruptly
ended on 21 August of the same year when armies of the “friendly” countries
(meaning other socialist countries under the leadership of the SU) invaded
Czechoslovakia. The Communist Party, under pressure by the SU, altered its
policy and declared the previous changes and reforms as a counter-revolution.
The invasion was in this respect presented as “fraternal-assistance.” The party
leaders expressed gratitude to the “friendly” armies for saving socialism in
Czechoslovakia. The nation, which was in majority shocked by the invasion and
opposed it, was forced to accept these changes. The consequence was another
wave of emigration and sharp decline in membership in the Communist Party
(partially by exclusion and partially by walkout). The following period is labelled
as “normalization” which is an euphemism for a period that was characterized
by an effort to get rid of everything related to the previous reforms, reapplying
of strict control of thinking, and economic centralization (Dillon and Wykoff
2002). The key political representatives of the Prague Spring were forced to
withdraw under pressure of the hardliners. The new prominent politicians who
were selected by Moscow to serve in the following decades were Gustav Husak
(Secretary General of the Communist Party 1969-1987; President 1975-1989)
and Lubomir Strougal (Federal Prime Minister 1970-1988). They were later
replaced in the posts of Secretary General of the Party by Milos Jakes (1987—
1989) and the post of Prime Minister by Ladislav Adamec (1988—1989) betore
the end of the communist reign.

One of the few lasting formal achievements of the reform period was estab-
lishing of a federation between the Czech and Slovak Socialist Republics at the
beginning of 1969. The consequence was,among others, the creation of national
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parliaments for each of the Republics — the Czech National Council (Ceska
nirodni rada — CNR) and the Slovak National Council (Slovenski narodni
rada — SNR). The implication was that Czechoslovakia had three parliaments. In
addition to the two national councils, the federal parliament (Federal Assembly)
was composed of two chambers; the House of the People (Snémovna Lidu —
SL) and the House of the Nations (Snémovna nirodtt — SN). There were at the
same time three governments — the federal, the Czech and the Slovak. By far,
the most important role played the federal government (in the following text
the term “government” refers to the federal government if not stated other-
wise). However, all of them were in practice subordinated to the Communist
Party structures. The everyday functioning of the parliament was described by
our respondent, a long-serving MP <ID075>. He told us that all draft laws in
the period 1986—1989 were adopted unchanged. All of them were proposals
by the government, none by the “legislators.”” The Parliament committees did
not interfere with the proposals. The MPs were obliged to appear in the Federal
Assembly to “contribute to discussion” about the law proposals applying expe-
rience from their district (for example MP — a milkmaid from a cooperative).
However, most of the deputies did not (were not able to) write such papers.
They were thus prepared by a special team of lawyers/committee experts and
the MPs only read these papers in the Chamber. Whenever someone wrote it by
themselves, they had to have the text approved in advance by this body. Because
of the location of the Federal Assembly and the (insignificance) of its members,
a joke circulated: What is the Federal Assembly? This is something between a
museum and a theatre.

The election period in socialist Czechoslovakia was five years long. The par-
liaments were not overly active because parliamentary sessions took place quite
rarely and the number of approved acts was relatively low (see Table 1.3).°

Table 1.3 Number of parliamentary sessions and number of discussed acts 1971-1989%

Federal Assembly CNR Number of discussed acts

SL+SN SL SN FS CNR
1971-1976 23 5 6 22 43 27
1976-1981 21 5 5 19 25 12
1981-1986 21 5 5 20 83 29
1986-1989" 17 4 5 16 31 26

Source: CSSR. Joint Czech and Slovak digital parliamentary library 1971-1989
*till November 17,1989

The parliament was naturally fully under the control of the Communist Party.
The average share of Communist MPs was more than 70% (see Figure 1.1). The
MPs formally without any affiliation constituted the second biggest share in the
parliaments. The role of the smaller political parties was negligible.
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KSC - Communist Party of Czechoslovakia,
KSS - Communist Party of Slovakia

npa npa - no political affiliation
16.9% CSL - Czechoslovak People's Party; 5.6 %
KSC, KSS CSS - Czechoslovak Socialist Party; 5 %
70.4% - SSL - Freedom Party; 1.1 %

[l 550 - Party of Slovak Revival; 1%

Figure 1.1 The average share of MPs political affiliation in the House of the People during
the period of 1971-1986

Source: CSSR, Joint Czech and Slovak digital parliamentary library (1971-1989)

Only a small portion of the population — dissidents — exercised active (non-
violent) resistance against the regime and strived for the plurality of political
options and freedom of expression. The prominent figure of the opposition in
the 1970s and 1980s was playwright Viclav Havel, whose anti-regime political
activities resulted in his multiple imprisonments (five years in total). The dis-
sidents grouped into several opposition organizations. Opposition strengthened
after the Communist Party purges in the early 1970s when former leading com-
munists, including the members of the party’s Central Committee (e.g., Zdenck
Mlynar or Frantisek Kriegel), joined these movements. The most important of
the dissident organizations was Charter 77, which was founded as a non-political
group. The dissident movement became more active when Czechoslovakia
signed the Helsinki Declaration of 1975. The Declaration among others guaran-
teed respect for human rights and fundamental freedoms, including the freedom
of thought, conscience, religion, and belief. The dissident movement conse-
quently pointed out that the Czechoslovak socialist government was breaking
its own obligation by not granting these basic rights to its citizens.

Very strong tool for the regime against any opposition was a criminal offense
about the subversion of the republic under Section 98 of the Criminal Code
(Act No. 140/1961 Coll., Criminal code). Pursuant to this paragraph, one
should be punished who, “from hostility to the socialist and state constitution
of the republic, subverts its social and state establishment, its territorial integrity,
its defence or autonomy, or its international interests.” This law was highly flex-
ible. and was abused by the regime to punish dissidents as well as emigrants. An
example of a practical application of this act could be the following:

For example, a man was sentenced for the subversion of the country for four years,
claiming he was robbed by the regime, he defamed people in the border regions,
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threatened progressively thinking citizens, and claimed that the system in the CSSR
would not last. He expressed his vulgar views of the SU, its technology and culture,
and boasted of having been a member of the German Army. The impetus of his
hostile attitude was the fact that he was prevented from running a business. [The
Appeal] Supreme Court ruled that alliance with the Soviet Union and irreconcil-
able fight against fascism and similar movements belong to the basic principles of the
socialist state system.

(Cerny 2008, p. 44)

The general political stalemate in Czechoslovakia lasted well into the second half’
of the 1980s when Gorbachev’s Perestroika allowed liberalization of the political
as well as economic environment in the CPEs. However, Czechoslovakia was a
laggard in these aspects. Mainly because the very same people — hardliners — who
were responsible for the suppression of the Prague Spring reforms were still in
power. They were naturally unwilling to promote new reforms, similar to the
ones of 1968, regardless of the fact that they had to formally follow the Soviet
example.® The overall practice was that the word “Perestroika” was used, but it
did not have any specific meaning, as it was interpreted differently by different
people. The economic reforms were in most cases planned for the period after
1990. Czechoslovakia was thus a laggard in liberalization in the 1980s. The other
socialist countries, namely Hungary or Poland, progressed more towards free-
doms. Adam writes that, for example, travelling restrictions in Czechoslovakia,
as well as freedom of expression and research, were much stricter than in Poland
or Hungary in this period (Adam 1995).

The socialist regime in Czechoslovakia collapsed in November 1989 after a
long-lasting decay. It was surviving as one of the last socialist regimes in Central
Europe. The collapse on its own was de facto a matter of several weeks and took
place without violence. Due to this, it became known as the Velvet Revolution.

To sum up, contrary to other socialist countries, the overall political environ-
ment remained highly conservative until the end of the communist regime in
the autumn of 1989.

1.1.1 The Communist Party of Czechoslovakia

The decisive political force in the country was naturally the Communist Party
of Czechoslovakia. We consider its structures, membership and impact on the
society on the following pages.

The highest authority of the Communist Party was the Congress. It took
place every five years (in the research period in years 1971,1976,1981,and 1986)
and lasted several days. It discussed and approved a report of the Central Com-
mittee of the Communist Party; it determined the line of the Party; discussed and
solved the questions of the further development of the socialist society; vote for
the Central Committee, etc. The program and discussion posts of the delegates,
who arrived in the capital of Prague from all over the country, were approved
or consulted in advance. The Congress was generally more of a “show” than a
real work session or discussion about real problems.



