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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 monetary 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 socielist countries the tendency towards monetery stabi-
lity prevailed. But it does not mean that in the long run, especially
in the trensit period, eny inflationary influences have appesared.

There I beg to present for discussion following problems:

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 voluntery savings or inflationery

issue of money?

1. I will try to prove that the scclalist 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 inflationery issue

of money.

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

2. Let us begin with a simple case of issueing inflationery paper
money in Soviet Bussia in the period from 1917 ta 1924 '
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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 1923
u|P (W [P M [P M [P M P ¥ P
average 6,9 20;0 11,4/ 25,0114,7/17,0(25,1 [26,0/48,4 (43(48,3|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 case from USSR. We must introduce the
following facts: In the year 1921 the so called NEP was introduced.
The econcmic 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. The new fiﬁéncial
(budgetary) and banking system was established.

At the first glance, it could seem that this devélopment brought
sufficient financial 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 and 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 appeared in
USSR egain. :

This situation was only temporary. The positive economic growth
enabled to acquire huge financial smrpluses in the state budget. The
soviet government undertook special measures to overcome the moneteary
shortcomings (utilization of finencial surpluses of the state budget,
measures agaiﬁat high kolchoz prices on the free market, reduction of
issue of currency, system of prices was unified, end so on). These
measures were successful, the contradiction between accelérated 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 narrow &
sense (savings and issue of inflationary money) then it is obvious
that
- the issue of inflationary paper money in the period 1917 - 1924 was

inevitable because of noneconomic purpcses and was the only pdésible

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

- the issue of inflationasry paper money in the first helf of thirties
was sdditiona-l financial resource to baeic finencial needs (state
budget, 5.0 fiﬁanéial resources of enterprises and benk credita)
to secure the most important economic aim -~ accelerated industria-
1ization.

5. More complicated case of Czechoslovaekia can be analyzed. In
the common sense we can sepply the same issue: Czechoslovakia as the

socialist country has got objective circuﬁstancea 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 I, Czechoslovekia was induced to resaliza
monetary réformé 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. All the ;ther items (both cash and savings in saving banks)
were sllocated on a special éo called frozen accounts. Dispon:i.bility

with this frozen accounts wgs 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, esnd 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 enterpriaes'aeeds.
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 lsbour 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 lsbbur 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
conn.ection 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 part.

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 materiel flows,, of 't,agour;fo#c.e.nl,
prices, export end import, financial flows and other iﬁvalved-

2. In the nerrow sense the monetary planning in Czechoslovakia

o

has béen.represented by four plans:

a) cash plan



b) credit plan
c¢) foreign exchange plan
d) complex monetary plen

3. Cash planning predominated because of the importance of cash
flow for the inhebitants. In the past neerly the whole volume of money
incomes &nd expenditures were realized through cash flows. Therefore

the socialist state has such an attention to the planning of

- the volume and ciructure of cash income of inhgbitants
— the volume wnd structure of cash outlay of inhsbitants
- the difference (surplus/deficit) between the above magnitudes.

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

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

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

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

i_ = payments for services

=]
{i

financiel psyments
Increase of personsl savings in saving banks

> b
o0
Wi

increase of cash in the hands of population

The balance-sheet includes both ecash ~nd non-cash incomes and
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expenditures of ihhabitents. It has different functions, for example
it seems for planning of retail-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 and public catering 156,7
Takings of enterprises rendering services : 27,3
Deposits on accounts of the Unified M o
Agricultural Cooperatives 1,4
Other receipts 14,1
Sub-total s 199,5
Deposits of the population : p 25,9

Transfers smong the Population through the

post offices 2,5
Receipts in all T 230,9
_“_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; 6
Agricultural Cocperatives , ?
Pensions, subsidies and compensations 44.1
under insurance ix
Other payments 1l 8,8
Sub-total 204,8
Drawings from the deposits of the populstion ”22,1
Tragsfers among the populetion through the '; 1
mediation of post offices !
Expenditures in all 232,0
Decrease in the money in ecirculstion ;5i,0

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 éf cash was
planned 1,1 billion of Czechoslovak crowns. The totsal receipts are
plenned 230,9 billions of crowns, total expenditures 232,0 billions
of crownéQ The relation between total amount of receibté or expendi-
tures is very positive indeed. A1l the experts in this field have
known very well, 1.t this relation is importsnt to reach equilibrium.
In the last part we shall exemine these relation deeply.

4. The main task of the credit plan of the State Bank of Czecho~
slovekia has been the optimnl allocetion of the credit 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. Operationgl credit 2. The resources of inhabitants
j. Crellits to banking system 5. The resources of budgetary and

other institutions
4. Consumer credits

5. Loans 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 inhabitants.

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 dominant asset.

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

of the share of personal s=avings, especisally the increase of long

term savings of inhabit nis . has enabled the rapid growth of in-

vestment credit.

I was not able to verify all the aspects of this problem vnder
socialism, but I ﬂuess 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 same time

as hypothesis. Different arguments can be performed.

5. 4 great sttention must be paid to the foreign exchenge relat-
ions. A1l the Dbasic relations to foreign countries have been planned
in foreign exchange plan.

Let us mention briefly the structure of the foreign exchange

plan of Czechoslovakia.'Foreign exchange plan consists of two pzarts:
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the trade b&lance, ciié the belance of pgymecnts.

The dglance of trade includes export, import end the differerte.
The belance of payment includes the difference of trade belance and
balence of pgyment resources and assets (bank operations, govermsmtal
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

o
i

import
Dt = difference of foreign trade balence.

If By I,

then Dp =R- A+ Dt

Dp = difference of balence of payment (surplus)

resources of the belence of payments

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, credit rolicy, the role of IRMC and IIB in Moscow, and othér).
In the narrow sense the foreign exchenge plan plsys the most impor-
tant tole in the pfocess of planning foreign exchange equilibrium.

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

In 2 quite common sense we could say that this plen prefers the com—

plex monetary planning: Cash plan, credit plan and foreign exchange




