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I. Preliminary remarks

It is useful to mention the following aspects:

1. 211 the socislist countries have gained a lot of experience
in monetary planning and to a certain degree in planning of savings.
At the seme account there are Some specific features of the develop-
ment in monetary sphere and especially of savings. This is also the

case of Czechoslovekia.

2. Czechoslovekia, as well as all the other socialist countries,
could utilize the soviet experience even in this field. On the other
L
hand, Czechoslovakia as the most developed socialist couniry was

able to contribute to the common theory of socialist countries in
this field.

3. One might hesitate about the special Czechoglovek experience
in monetsry plenning and in savings. It is therefore necessary to
stress the contribution of Czechoslovakia from two aspects:

a) Czechoslovekia is the first socialistéountry in which the so called

complex monetary plenning was put in practice
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b) Czechoslovekis represents a very interesting country to analyze
the propensity to save, the development of savings, the allocation

of these savings and so on.

In all socialist countries the tendency towards monetary stabi-
1lity prevailed. But it does not mean that in the long run, especially
in the trensit period, sny inflationary influences have appesared.

There I beg to present for discussion following problemss

1. Creation and redistribution of wvoluntery savings or inflationary

issue of money?

2. Selected problems of monetary planning in Czechoslovakia.
3. Analyses of the personal savings in Czechoslovekia.

4. Savings in the Broader Sensc and the Role of the Plan

II. Creation end redistribution of voluntary savings or inflationery

issue of money?

1. I will try to prove that the soclalist countries tend to reach
equilibrium in creation and redistribution of savings.

On the other hand it can be revealed that in the transit peried
there were special conditions which influenced the inflationary issue

of money.

It was easy to understand this problem if we study both sides
seperately. Later we shall see that it is necessery to study this
problem together.

2. Let us begin with a simple case of issueing inflationsary paper
money in Soviet Bussia in the period from 1917 ta 19524: '
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a) The vIsh Congress of Communist party of USSR refused in the year

1917 the policy of issueing inflationary paper money.

b) After revolution there were no other financial resources to mset

all the economic needs and war expenses. It was not possible fo

acquire the financial resources from abroad, through the state

budget and in the framework of banking system. The policy of

issueing inflationary paper money was the possibility of the last

resort.

c)

income for financing defence and civil war.

d)

the following table:

The inflation was a specific method of redistribution of national

The inflation tended to hyperinflation, as can be dewiged from

1918 1919 1920 1921 1922 1523
u|P (W [P M [P M [P M P ¥ P
average 6,9 [20,0|11,4| 25,0 [14,7(17,0(25,1 |26,0| 48,4 [43148,3|57,0
increase
of in % Ai

M = increase of money supply

P = increase of prices

e) The redistributive effect of inflation was at that time twefold.

f) At the end of the examined period the shortcomings of this gystem

prevailed, therefore it was necessary to remove this system.

g) The system of issuing inflacionery paper money was replaced by
g0 called classic system under which the issued banknotes were

backed by gold and bills of exchenge. More datails can be menti-

oned in this respect.
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- h) Hence I derive the common idea: The socialist economy can reach
monetery equilibrium in the planned way, but it happened that .
extraordinary noneconomic csuses impacted inflation. (Later I will

try to prove it , end to show the different forms and‘instruhenxa,
by which we reach this equilibrium.)

3. Let us ammly2e another chae-from USSR. We must introduce the
following facts: In the year 1921 the so called NEP was introduced.
The economic development of USSR was successful, especially after
‘monetery reform which was cerried out in the years 1922 - 1924. The
planning process of different flows was deepened. Thelnew fiﬁéncial
(budgetary) and banking system was established.

At the first glance, it could seem that this devélopment brought
sufficient financisel resources from the state bﬁdget and banking
system. It is true, that this system enszbled to accumulate huge fi-
nencial resources for the - let us sgy~ ordinary economic growth.

The political end economic causes induced the soviet gcvernment to

underteke special measures to accelerate the industrializstion.

Hence a contradiction between the so called accelerated industri-
alizgtion and the monetary stability emerged. We could also mention
an important discussion at that timeé in USSR. Seme eccnomists advo-
cated the priority of monetary stabilify, other the priority of the
accelerated industrialization. The soviet govermment solved this

contraversy in favour of the accelerated industrialization.

These measures had positive results from the aspect of recon
struction of heavy industry and from other aspects. On the other
hand they influenced the living stendard of population end the sta-
bility of rouhle.'Tha.pnrchasing power of rouble declimed in 1932
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in comparison with 1928 to 40 %. Some features of barter appesred in
USSR egain. A

This situation was only temporary. The positive economic growth
enabled to acquire huge financial smrpluses in the state budget. The
soviet government undertook speciael measures to overcome the monetary
shortcomings (utilization of finencial surpluses of the state budget,
measures agaiﬁst high kolchoz prices on the free market, reduction of
issue of currency, system of prices was unified, end sc on). These
measures were successful, the contradiction between accelerated in-

dustrislization snd monetary stability was overcome.

4. If we compere the situation in USSR in the period 1917 - 1924
with the situation in the first half of thirties in a, very nerrow o
sense (savings and issue of inflationary money) then it is obvious
that
- the issue of inflationsry peper money in the period 1917 - 1924 was

ijnevitable beceuse of noneconomic purposes snd was the only pdésible

- finsncial resource to finance civil wer and defence of the young
socialist state -

- the issue of inflationsry paper money in the first helf of thirties
was additiona-l financial resource to beeic finencial needs (state
budgetl, o0 fiﬁandial resources of enterprises eand benk credits)

to secure the most important economic aim - accelerated industria-
1lization.

5. More complicated case of Czechoslovekia can be analyzed. In

the cormon sense we can apply the same fssue: Czechoslovakia as the

socialist country has got objective circumstances and plenning in-

gtruments to reach the monetary equilibrium and to remove the inflation
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: from the economic life. On the other hand the monetary development
of Czechoslovakia involved some causes which influenced some monetary
disturbances. We focus the monetary development of Czechoslovekia in
the period 1945 - 1953.

After the World War TI, Czechoslovakia was induced to realize
monetary réformd beceuse of damage which had been injured by fascist
occupation. The monetary reform ebsorbed the surplus of money in
circuletion. In the process of the reform the old cash money were
exchanged for new Czechoslovak crowns in the ration 1 : 1 up to 500
erowns. 411 the ;ther items (both cash and savings in saving banks)
were aliocated on a special éo celled frozen accounts. Disponi.bility
with this frozen accounts wes limited. | |

The further ecor.mic development (during the two-year-plan and
the first five-year-plan) was successful from the aspect of economic
growth, removal of unemployment, increase of standard of living,

structural changes of economy, and so on.

At the same time Czechoslovakia applied the soviet experience
in economic planning.

In spite of this positive changes and results a certain surplus
of ‘money supply appeared within the period 1945 - 1953.

The main cause of this monetary disturbances was the withdrawals
from the frozen accounts for personal as well as enterprises'needs.
Some other causes can be mentioned: excessive growth of bank credit,
deficits in the state budget in the period 1945.- 1948, some dispro-
portions in the relation between the productivity of labour and wages

and others (bad harvest 1947).
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Therefore it was necessary to undertske the second monetary
reform in the year 1953. The mein causes of monetary disturbances
originated in the period 1945 = 1948, in which the different sectors
existed (socialist, cepitelist and small producers).

Also some other useful conclusions can be drawn up. First of all

it is necessary to stress, that speciael monetary plenning methods

must be involved into the complex of social economic planning. The

planning of material flow, as well as of lmbbur power, prices, inco-
mes and expenditures of state budget are the most important circum-
stances for monetary planning, but they are not sufficient to reach
monetary equilibrium, special forms of monetary plaomning in the close
connéction with the plenning of money income end its redistribution
nust be applied.

Selected problems and experience of soclalist countries expzcially

of Czechoslovekia are the me~in subject of explenation of the follow-

ing pert.

III. Selected problems of monetary plenning in Czechoslovakia

1. Monefary planning performs the basic instrument to reach
domestic and foreign monetery stability in socialist countries. Mone-
tary plenning can fulfil this task only as en inherent paft of sociel
economic planning, the planning of material flows,, of kagour;fokc;a.f.'-,
prices, export end import, financial flows and other iﬁyolved-

2. In the nerrow sense the monetary planning in Czechoslovakia

o

has béen.represented by four plans:

a) cash plan



b) credit plan
¢) foreign exchange plan

d) complex monetary plen

3. Cash planning predominated because of the importance of cash
flow for the inhebitants. In the past nearly the whole volume of money
incomes end expenditures were realized through cash flows. Therefaore

the socialist state has such an attention to the planning of

- the volume and ctructure of cash income of inhsbitents
— the volume wnd structure of cash outlgy of inhgbitants
- the difference (surplus/deficit) between the above magnitudes.

In spite of the fact that the incomes and expenditures realized
in prevailing part in cash, two different plans have been engaged in
plénning incomes and expenditures of inhabitants:

a) Balance—-sheet of the population’s money incomes and expenditures

c) Cash plan.
The mentioned balence-sheet deals with the following equation:
YT=E, +E; +E+ As + oM
where

Y = money income of population in the planned volume and structure
E_ = expenditures for purchases of goods (so called buying fund)

I_ = pgyments for services

=i
{i

finsnciel pgyments
Increase of personal savings in saving banks
increase of cash in the hands of population

Bt
2w
TR

The bealance-sheet includes both ecesh 2nd non-cash incomes and
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expenditures of ihhabitents. It has different functions, for example
it seems for planning of retall-trade turnover {supply of goods in
retail-trade organizations). It is derived espeéially from different

parts of the social macroeconomic plan.

But this balznce-sheet is not a direct instrument for the cash
flow plenning, it does not reflect the immediate relationship between
the State Bank, as the bank of issue and organization, institution
which withdraws the cash for their pgyments to the population. Second-
ly, the share of non-cash flows has been increasing, therefore sepa-

rate cash plan has been exercised.

Let us demonsirate and anclyze the cash plan of the State Bank

of Czechoglovskia for the )y car 1972.
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The State Bank of Czechoslovekia - the cash plan for 1972

Item Crowns (in billion)
Tekings in retail trade angd public catering 156,7
Takings of enterprises rendering services : 27,3
Deposits on accounts of the Unifieq Mool
Agricultural Cooperatives l’f
Other receipts 14,1
Sub-total g s 199,5
Deposits of the population i p 25,9
Transfers among the population through the -
post offices 2:5
Receipts in all T 230,9
_m_EEEF?E?Et in money in circulsation ; l,i
Total "  ['{ =" (total turnover in cash) 232,0
Wages and re;uneration for lgbour performed iaé,a
Purchases of sgricultural produce .2,5
Payments out of accounts of the Unified ; 1; G
Agricultural Cocperatives , 2
Pensions, subsidies and compensations 441
under insurance 3
Other payments 1l 8,8
Sub-total 204,8
Drawings from the deposits of the populstion ”22,1
Transfers among the populatien through the ';,1

mediation of post offices
Expenditures in all 232,0

Decrease in the money in ecirculstion £5; .

Total 22055
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Different problems of cash planning can be mentioned (if necessary)
but I focus my ideas to one phenomenon only: The increase Af cash was
planned 1,1 billion of Czechoslovak crowns. The total receipts are
planned 230,9 billions of crowns, total expenditures 232,0 billions
of crowné; The relation between totgl amount of receibté or expendi-
tures is very positive indeed. 411 the experts in this field have
known very well, i':.t this relation is importsnt ta reach equilibrium.
In the last part we shell examine these relation deeply.

4. The main task of the credit plen of the State Bank of Czecho-~
slovekia has been the optimal allocetion of the crédit fund. The cre-
dit fund consists of different "free" financial resources, first of
all different savings (deposits).

The relation between credit fund and its allocation can be de—

monstrated as the case of aggregate credit plen.

The agfregate credit plan for 1974 was drawn up in this form:

Aggregate credit plan for 1974

Assets : Resourceg

l. Investment credit l. The resources of enterprises
2. Operationsal credit ; 2. The resources of inhsbitants
j. Credits to banking system 5. The resources of budgetary and

other institutions
4. Consumer credits

5. lLoans to the state budget
6. Other credits

4. The resources from abroad
5. The resources of banking system
6. Cther

Total Total
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We can discuss different problems (different methods of compil-
ing the rredit plan, the conspectus of different resources and other).
Let us mention three very important facts:

a) The most important resource has become the recource of inhsbitants.

This part we shall examine more deeply in the following part
(chapter), which is devoted to the problems of propensity to save.

b) For a long time operationsal veredit was the dominent asset.

¢) During several last years the investument credit had increased very
rapidly. Different ceuses had influenced this development, the
structural changes in credit fund must be mentioned. The increase

of the share of personal s=avingsg, especislly the increase of long

term savinzs of inhabit nis . has ensbled the repid growth of in-

vestment credit.

I was not gble to verifyy all the aspects of this problem vnder
socialism, but I Suess there has been a specific economic law under
socielism, which can be characterized in this way: The higher is the
share of personsl savings in the credit fund and the higher is the
share of long term personal savi:. s in the totgl amount of personal
savings, the higher must be the share of investment credit. This re-
lation must be regarded as long term tendency and at the seme time

as hypothesis. Different arguments can be performed.

5. 4 great attention must be paid to the foreign exchenge relat-
ions. All the basic relations to foreign countries have been planned
in foreign exchenge plan.

Let us mention briefly the structure of the foreign exchange

plan of Czechoslovakia--Foreign exchange plar consists of two perts:
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the trade be&lance, sid the belance of pgymesnts.

The dalance of trade includes export, import and the differerte.
The belance of payment includes the difference of trade balance and
balance of pgyment resources and assets (bank operations, govermemtal
long term credits, changes of claims and‘liabilities'from expert and
import and other.

These relations can be expressed briefly in symbols:
E"'I=Dt

=
i

export
import

H
Hl

Dt = difference of foreign trade belence.

If Y I,

then Dp =R-4 + Dt

Dp = difference of balance of payment (surplus)

resources of the belence of pgyments

R
A = assets of the belence of payments.

All the items of the foreign exchange plan sre planned and plen-
ning hes played different role which could be intemesting to discuss
(the role of this plan from the aspect of materiel flow, terms of
{rade, crcait rolicy, the role of IRMC and IIB in Moscow, and othér).
In the narrow sense the foreign exchasnge plan plsys the most impor-

tant tole in the pfocess of planning foreign exchange equilibrium.

6. In Czechoslovaekia since 1969 has been drawn up so called mo-
netary plan. Different causes impacted the introduction of this plan.

In a2 quite comron sense we could sgy that this plen prefers the com~

plex monetary planning: Cash plan, credit plan and foreign exchange
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Plan beceme partiel plans of the complex monetary plan.
In this respect we should take into account:

Czechoslovskia has been®xporting and importing country. There-
fore it has been necessary to analyze and plen both these spheres
s:nultaneously.

The rapia increase of the lifing standard has influenced the
huge increase of personal savings. 48 we have already mentioned, the
substantional part of income and expenditures of inhsbitants have
got the form of cash. On the other hand there has been an extend of
non-cash payments and non-cash belences, especially of inhabitants.
It has therefore gppeared useful to analyze and plan cash and non-

cash balances together.

Bank credit is regarded not only as a special form of financial

resource, but also as an instrument of creation of money.

A1l these together representin the common sense the basic purpo-

ses for complex monetary planning.

The structure of monetsary plan is shown in the following table.



Monetery plan of Czechoslovakia

I. Domestic assets:

4 Short-term credits
a) enterprises and orgaenizations
b) inhsbitants
¢) others

B long-term credits

a) enterprises, organizations
and National Committees

b) inhabitants

¢) others

II. Foreign assets

4 Short-term claims
B Long-term claims

ITI. Credit reserve

I. Domestiec resources:

A Short-term
a) enterprises and orgenizations
b) inhsbitents
¢) others

B ILong-term

a) enterprises, organizations
end Nationel Committees

b) inhabitants
c¢) state buﬁéet
d) others
II. ForeigKII{Abilitie;

A Short-termiiabilities
B long-termijabilities

- CT =
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If we study the structure of domestic resources, then we could
Trecognize that the savings and cash reserves of inhgbitants represent
more then 50 % of this resources. That is why we analyze the develop-

ment of money reserves of inhabitants so carefuly.

IV. Analyses of the Personsal Savings in Czechoslovekia

1. There hhs not been any doubt that the inerease of the living
standard in Czechoslovekia has represented the basic economic factor
of the increase of personal savings. In the first approximation we
can derive highly simplified conclusion: The higher is the growth of
the living standard the higher is the increase of perscnal savings. '

The increase of the living standard cen be reached in different
forms. There has been three basic forms of the increase of the living
standard, which has been applied in Czechoslovakia and in other so-
ciglist countries: the increase of money income, the reduction of
retail prices and increase of social éonsumption. Some other forms
have been also apglied (increase of consumer credit, natursl consump~
tion and others). The réaiiona between thése different forms have

changed, but the increasse of money income has predominated.

Furthermore, during last several years the social policy in
Czechoslov:k'a hes been focused on the stability of the reteail prices;
That is why we can analyse the relation between standard of living
and increase of personal saving basically as the global relation
between the development of money income and increase of personal
savings at constant reteil prices. The incresse of socizl consump-

tion can be regarded as one of the factors, which has influenced

the propensity to save.
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Brieflys Y.l = 45 (P, = Py _ 1)

where ¥ represents money income of inhabitants
o/ represents propensity to save
A4S shows the increase of personal savings
P equals to retall prices
t represents time

2. From this equation we can derive two basic relations:

a) The higher is the increase of money income of inhsbitants at the
given amount of propensity to save, the higher is the increase of
personal 3avings.

b) The higher is the propensity to save at the given amount of income
of inhgbitants, the higher is the increase of personal savings.

Of course, both these tendencies can exist.

3. In practice of socialist Czecﬁoslovakia both tendencies can
be found:
a) The increase of money income has been permenent in spite of smell
variations of the percentage of incresse of this income.
b) In spite of some fluctuations of the propensity tosave the tendency

towards increase of this propensity to save prevailed.

4. When we examine these tendencies snother problem arises. We
can analyse the propensity to save in narrow or broader sense (as
deposiis or “:-nosits plus cash). Furthermore we can compare thése
items with money income or with income dispopsable(in this case we
deduct the taxation). We can draw our attention to.average or ‘incre-

mental items. The propensity to save can be therefore analysed as

AS/Y which represents the relation between the increase of depo-
sited personal savings and money income of inhabitants
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AS/.Yd which represents the relation between the increase of de-

posited personal savings and dispcs'abrTe money income of
inhabitants

{As+ A C)/Id which represents the relation between the deposi-

ted personal savings plus the increase of savings
in cash and dispcsable . money income of inhabitants

(4s+ A c)/‘xd which represents the relation between the increase
: of deposited personal ssavings plus increase of
savings in cash and the increasse of dispesable .

A

money income

5. The following table brings all necessary data for calculatibh
- in different forms - the propensity to save in Czechaslovskia during
the period 1955 - 1973 (see page 19).

6. The money income of inhciitents has grown very rapidly in
Czechoslovekis. The totsal aicunt of money income in 1955 was 95 514
mil. K&s, in 1973 was 269 326 mil. K&s. The increase was 178,2 %.
The same tendency has appeared in the development of dispcﬁmlél-
income: in 1955 it amounted 86 023 mil. K&s, in 1973 239 320 mil.
K&s. The rapid growth of money income as well as of diépoSMﬁe - in-
come has been the basic factor of the growth of personal savings in

Czechoslovakia.

In the column no 7, 8, 9 we can study the absolute amount of
the increase of cash and deposited personal éqvings end the deve-
lopment of both these items together. The increase of deposited sa-
' vings has been more stabilized than the increase of cash savings
because of the character of cash savings as well as of some other
factors (inéluding political internationsl affeirs). In spite of -
these flﬁc~:at10ns it is quite obvious that the tendency of the in-
creasing reise of personal saving has preveiled!
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Proponsity to save in Czechoslovalcia 1955 = 1973

! Total Disposable income LY Increase of savings and cash Different forms of propensity to savs
(o] e T el ' Gamn | Seriegs | s giw | 48K | A8Az | (desds)r, | (40 + AAT,
‘ ! Y ? volume o e Ao As savings i i & ; 4
| el B RS BRI AGREASIIE (e s g T iz 0 AP RNRRST ORI bl
! 1 2 3 4 5 3 7 8 9 10 AT ) 12 ' 1 '
i : o] Lok B B I L e
| 1955 | 95 514 9 491 86 23 5 40¢ 100,00 658 1 675 23 1,75 1,95 | 2,n [ oy
' 1956 | 12 310 10 260 92 050 6 27 107,00 79 2526 | 3245 2,47 2,74 | 3255 | s,
| 19057 | 208 527 10 495 98 032 5 92 114,00 | o134 | 3158 | 3024 2,91 N2 3,08 ; 50,55
| 1958 | 120 030 10 695 99 335 1303 117,70 354 | 2m 3 085 2,45 2, | 3,09 235,29
L9 lusoer | 109 104205 | 470 | 121,00 5 2 73 3 224 2,4 S SR e
| 1960 | 121 050 1 s» 109 519 5 ) 127,30 - 800 2 261 1 461 1,87 2,07 1,33 1 26,99
?;,‘ — e e e e e = e ed foeircn i . s et 1 - . ,i
. 1961 | 128 42 12 113 16 289 6N 135,20 | 1434 1 2as | sa0 | 20 2,42 3,65 ' 62,75
‘ 1962 | 132 2 12 522 119 510 32 138,90 = 2 636 3_ 2608 | 2,0 2,20 2,26 83,76
{ 1963 | 135 419 12 669 122 750 3 240 142,70 7 2 540 | 2 611 1,88 2,08 2,13 | 80,59
| 1964 | 143 349 13 700 129 649 6 899 150,70 654 3691 | 4345 2,57 2,85 3,35 62,98
' 1965 152 912 MO | VeI 8 493 160,60 487 4 614 ; 5 101 3,® 3,34 3,60 60,06
| 198 1200 570 1580 | 145690 7 548 169,40 | 135 Yo 525 2,42 2,60 2,63 69,66
| 1967 1173 648 1798 | 15630 | 10640 160,70 | 1280 5 637 | 6 917 | 3,25 B 4,42 65,01
! 1968 ]1m ;33 ?b 29 | Ip 904 17 574 208,30 | 2870 3 ss_é } 6808 | 2,03 } 2,26 ! 3,91 38,74
| 1969 ras 480 2427 | 19224 16339 223,50 | -1 4982 5 5799 | 2,28 I RN © L a1y
' 1970 | 226 358 25391 | 200 967 8 724 23,60 | en | 9645 | 2036 | 4,2 2,70 | 2,89 P 118,25
191 {238 166 | 26 ™9 L 22®@7 | 1 060 245,50 | 1567 P 10389 | 13 R, | 2e 3,09 P o702
l 1972 ;éés 4 * 2:3 u ; 224 701 | 12 660 a0 aer |1 eos ' R | f,é? , 5,25 6,1 107,50 |
|L 1978 izss 326 { 30 206 i 239 320 14 613 ‘ 278,20 | 2 270 I 1i1ss | 15438 | 4,8 ; 5,50 6,45 105,52 —JI
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The increase of cash savings in 1955 was 658 mil K&s, the in-
crease of deposited savings 1 675 mil.K&s, all together 2 333 mil.
K&s whereas ip 1973 it was 2 270 mil. Kés, 13 168 mil. Kéa and
15 438 mil. Ké&s.

The different forms of the propensity to save can be derived from
the following figures:

-

v

Yeer As/x dsrx, (45 + 4C)/Xy (45 + AC)/ 4%,
1955 1,7 1,95 Foe,m 43,17
1964 2,57 2,85 = 03,95 62,98

1973 4,89 5,50 6,45 105,52

a3 .
1 i
) g w o=y alis dh Y

—

~ It can be easily seen that;;g'he.prbbehsity_to save:has. increased . . ...

regardiess the form we prefer.

7. The proceeding anslysis enables us to explain the increase
of personal‘ savings both from the sspect of money income (Y) and
from the aspect of the development of propensity to save. We had al-

ready found that
Y .4

If we 1imit our explanation to the deposited savings only and
if we prefer the formula 4 S/Y; , the followlng relations can be de~

rived:

Year X, As/i, 4s
1955 86 023 1,95 1 675
1964 143 349 2,85 3 691

1973 269 326 5,50 : 13 168
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The increase of deposited personal savings in Czechoslovakia
has been the result of the increase of dispcsable -: money income of

inhabitants as well as of increase of the propensity to save.

8.Different causes haw been responsible for some fluctuations.
Especilelly during so-called Czechoslovak crisis some substantisgl
fluctuations existed. Domesticsm politicel affeairs and different eco-
nomic ceuses (including the negative steps towards sbalition of the
leading role 6f the macroeconomic planning) led to the inflationary
increase of money income of inhabitanté- In spite of this rapid and
inflationary growth of money income we can see decline of the propen-
sity to save as well as a certsin decline in the absolute amount of

the increase of savings.

On the other hend in the process of politicel and economic con
solidation the increase of money income was reduced and in spite of
this 7 ot the propensity to save incressed very repidly. The renewsl
of the confidency of inhsbitants into the stabilized economic relat-
ions enebled to increase the propensity to save epproximately twice

in comparison with the crisis peri. d.

9. The increases of cash anddeppsited personel savings represented
at the end of 1973 together bill of Ké&s. And this last amount
represents the most important financial resource among the domestic
free fina ncial resources, which are redistributed by the banking

system for different financial needs.

10. The rapié growth of persomal savings in Czechoslovakia was
associated with some structural changes. Some statistical data are
availsble to shpw the shift of the structure of personsl savings in
favour of higher items. This fact.is very important from the aspect
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of allocation of personsl savings.

At the same time the changes of structure of personal savings
has reflected also the chenges in the structure of consumption cof
inhabitants. On the other handm the changes in the structure of per-
sonal savings include to a certain degree & very useful information
gbout the future consumption, especially of durable goods of higher

prices. Differesnt aspects of these relations can be discussed.

11. Every expert in this field has known very well that many
other aspects of persona-l savings are rciated, for exesmple the

problem of influence of interest rate, consumer credit and other.

Y. Savings in the Broader Sense and the Role of the FPlan

1. In the part IV. I tried to enalyze the personal savings as
the most important part of domestic savings. In the broader sense

other savings, which have had the formm of different bank deposits.
In accordance with the structure of the aggregate credit plan (see

page 11) other sources then savings of population can be mentiéned:
- the resources of enterprises
- the resources of budgetarx and other ipstitutions
-~ the resources of banking system
- other

Similer items can be shown in relation to monetary plen of
Czechoslovekia (see page 15).

If necessary, further information are available.

2. Let us focus our attention to another aspect of savings. At

Any account the total emount of savings (S) represents a special
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fund which is redistributed through the bank credit (C). Hence we
can write S G :

different forms of savings
bank credit

where S
c
end the symbol —> denies the implication.

]

Under certain circumstances we could alse add that bank credit

is a form of finsz zing the investment in the sphere of fixed and
current assets. In this case and with many simplifications we could
write C=1I

bank credit
investment finenced through bank credit

where C
2t

"Nothing can be invested if anything has been saved"™ was the

slogen many yeers ago in Czechoslovakia.

3. The socislist countries have c¢vercome practically end theo-

retically the shortcomings of the mentioned theory.

At the first glance it seems that the mentioned theory can be

neglected by the opposite impliceation:
Bl S

To a certain degree it is true that bank credit (C) has been the
instrument of redistr bution of the given savings (S), briefly

S =>C.

On the other hand the bank credit (C) has been an important in-
strument of issue of money (M) eand in this relation we can write
€ —= M
But this is not the mecot izportsnt aspect of the examined relat-

ion unfer socialism. Let us admit thet there has alw been twofold
ey
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relation between savings and bank credit, which can be demonstrated
simply like this: Vi
S =20

The developed capitalistic countries have solved this problem
in the framework of relations between these two factors. The experi-
ence of socialist countries hss revegled the finel role of the planned
changes in the materiel sphere. The basic relation can be therefore
demonstrated in this way:

Planned changes in the meterial sphere. ————>> (s 4&2. C)

The contradiction between savings end bank credit can not be
solved in the framework of correlstion of these items. It is necessary
to teke into a=account the rossibilities of plenning the material ehan-
ges. If the society is capable to fulfil the planned targets then it
is capable to crezste new savings in different forms and to redistra-

bute them through bank credit.

The leadiag role of the mecroeconomic plan predominates especially
from the aspect of material flows. But it does not mean that the
monetery planning has any influcnce on the material flows.

' Different aspects of this problem can be also discussed.
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Several basic ideas can be derived from the ensalysis:

1. The sccialist economy is capable to remove inflation and to reach

monetery equilibrium.

2. During trensit periodthere were speciel circumstances which influ-
2 enced the origin of inflationary gap.

inflationary gep can gppear even under socialism, especielly if the
priority of planning was not utilized.

3. Complex monetery planning has been the most important instrument

to reach monetary equilibrium in Czechoslovgkia, of course in close
connection with the planning of material flows, prices, income and

its redistribution and other.

4. Personal savings of inhsbitants represent the most important part

of domestic savings in Czechoslovsgkia.

5. The huge increase of personel savings in Czechoslovskia has been

ceused by the rapid increase of money income of inhabitents and
the increasing propensity to save.

6. The creation of savings has been alwsys limited. The problem can
not be solved by the issue of inflationery money in the long run.
The socialist economy proved the leading role of macroeconomic
plan in this field also. The fulfilment of the planned targets
has been at the same account the basic contribution to the creat-

ion of new savings which are necessary to finance new investment

through bank credit.



