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CZECHOSLOVAKIA BEGINS IMPLEMENTATION OF NEW ECONOMIC PROGRAM

Czechoslovakia's new economic program was first.
outlined two years ago to deal with grave economic
shortcomings. It has become clear, however, that
after a year of experimentation, the party has de-
cided to retain important aspects of central control,
which could jeopardize some of the more liberal fac-
ets of the reforms. Although the party has announced
that many of the.reforms were effective as of Janu-
ary 1966, as scheduled, both the recently published
party theses and the plan for 1966 indicate that the
actual nature and extent of the reform program will
depend  to some  degree on economic developments dur-
ing 1966, and to what extent earlier economic short-
comings are corrected. Some aspects of the program
as outlined in the party theses are to be discussed
at nationwide meetings in preparation for the party
congress in May, particularly new roles for local
organs of the government and party. It is already
apparent that certain changes such as the strength-
ening of the "national" committees which support
mainly local services and a revision of the party's
functions on a local level will cause much debate
and probably will create dissension.

The General Program

Faced with inefficient in-
dustry and agriculture which
have caused economic stagnation
since 1962, the Novotny regime
at the end of 1963 outlined a
new economic program designed
to bring about fundamental im-
provements in the economy, partly
by revamping the system of ad-
ministration and management.
The program was designed to es-
tablish more sensible criteria
for economic decisions, and, in
particular, to increase econom-
ic decision-making at lower
levels, but without posing a
threat to political leadership.

On paper the economic re-
form appears to be the.most

S

liberal proposed for any bloc
country, but in practice the
changes to be made are no more
liberal than those adopted in
other East European countries.
In central planning, the pro-
gram calls for emphasis to be
further shifted from inflexible,
short—-term quantitative goals

to establishment of broad, long-
term guidelines. A more realis-
tic price system and a decen-
tralization of management are

to be introduced. Individual
enterprises are to be allowed

to determine many of their own
short-range production plans,
set some prices, and have more
control over disposition of
their earnings. Increased ma-—
terial incentives are stressed
as the major road to higher
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1iving standards. However, con-
tributions to economic growth

by both individual workers and
enterprises would be the basis
for determining the extent of
these incentives.

The Prague regime is now
taking the first cautious steps
to put the reform into effect
throughout the country. Al-
though extensive experiments
were conducted in 1964-65 in
selected enterprises in apply-
ing some of the principles of
the new system, the regime has
made clear that complete intro-
duction of the new economic sys-—
tem will not be achieved soon,
and will in fact be dependent
upon the carrying out of a price
reform in early 1968. The lead-
ership has no intention of es-
tablishing a completely free
market economy, and the reten-
tion of many essential elements
of a command economy in itself
will limit the extent of changes
that can be made.

" A number of central con-
trols will continue to exist in
the economy. The regime will
continue to rely largely on ad-’
ministered prices; only a small
portion (about 11 percent) of
the prices are to be freely set
and these only for luxury con-
sumer goods. Labor allocations
and important investments will
continue to be made. centrally,
but the individual laborer's
right to change jobs voluntarily

will for the first time be legal.

The industrial branch director-
ates are expected to exert sub-
stantial controls over their
subsidiary enterprises, but the
degree of control will not be
uniform.
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The party is devoting
considerable attention to the
application of scientific and
technical knowledge and higher
standards of efficiency in in-
dustry as a means of raising
the quality and technical stan-
dards, and thus the salability,
of Czechoslovak goods at home.
Goods are to be improved so as
to be competitive on the world
market in order to bring in
needed foreign currency and
improve Czechoslovakia's for-
eign trade balance.

Scheduled Implementation in 1966

Last November the party
central committee made certain
organizational and personnel
changes in the central organs
of government to enable them
better to carry out their new
functions of long-range planning.

Three existing ministries
of machine building and metal-
lurgy were merged into a single
Ministry of Heavy Industry. In
December the staffs of existing
and newly created state commis-—
sions were augmented by person-
nel from economic ministries
and factories, as well as from
the academic institutions that
were prominent in the debate
on economic reform. These
changes had been preceded by
an industrial reorganization
during 1964 and 1965 in which
industrial enterprises were con-
solidated under approximately
85 branch managements instead
of the nearly 200 which existed
before.

Implementation of the

new program began on 1 January
1966 in all industrial, trade,
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and construction enterprises,
the services and purchasing sec-
tors, local industry, and in

the motor vehicle transportation
field. 1In such areas as agri-
culture and other transportation
fields, where the reforms are
not to be introduced until 1967,
experiments will continue to be
conducted over the next year.

Industrial branch managers
are now to take greater respon-
sibility for their enterprises,
and profits are to be the prin-
cipal measure of success or
failure. To what extent the
branch managers will be willing
or able to exercise their new
prerogatives remains to be seen.
Enterprises will now be able to
draw up their own production
plans in which demand for their
products will play a more impor-
tant role, and fewer detailed
plans will be imposed from above.
Because many individual enter-
prises must pay wages from in-
come, wages will therefore be
more directly dependent upon
good results., Wages in an enter-
prise will be subject to upper
limits (a ceiling on the growth
of wages) and lower limits (a
guaranteed wage). A good mana-
ger with a staff of energetic
workers should be able to pay
wages well above the lower lim-
its.

The goals established for
the 1966 draft economic plan in
general follow those set forth
in the previously published eco-
nomic program for 1966-70 and
take into account the moderate
achievements of 1965. Increases
slated for national income (3.4
percent), industrial output (5.6
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percent, and investment (7 per-
cent) in 1966 are within the
range of annual goals established
in the 1966-70 plan. In indus-
try the greatest increases in
production are planned for power
(8.8 percent), engineering (7.3
percent), and chemicals (7 per-
cent). Attempts will be made to
effect structural changes in the
heavy engineering industry so as
to improve the technical standards
of Czechoslovak heavy engineering
products.

The Role of Agriculture

Regime officials recognize
that sound development of the
entire economy cannot be accom-
plished without a more rapid
growth in the rate of agricul-
tural production. In order to
compensate for poor results
achieved in agriculture in 1965,
especially in crop production,
gross agricultural output in 1966
is slated to increase more than
the annual growth rate required
to meet the 1970 goal.

Although the agricultural
sector is not scheduled to change
over to a new system until 1967,
a number of steps will be taken
in the interim to promote im-
provement in agricultural pro-
duction. Increased incentives
and efforts to reduce production
costs are to be adopted this
yvear to stimulate the interest
of farmers and managers, respec-—
tively, in production results.
An improved management system
for agriculture, including more
authority for producing units,
is to be introduced as another
stimulant to improve performance,
and steps are to be taken to
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ensure a constant level of man-
power in agriculture. In 1966,
moreover, the agricultural sec-
tor is &lated to receive 21 per-
cent more equipment than it did
in 1965 and, along with this,
certain specified measures are
to be applied to overcome the
perennial problem of maintenance
of agricultural equipment.

Party Control

The recently published
theses for the party congress
to be held in May reaffirm the
party's leading role over the
economy, as did the official
document on economic reform.
The party is to be the major
element guiding introduction
of the program and "selling" it
to the people. Regional and
district committees and all ba-
sic party organizations are ex-
horted to put their authority
behind the implementation of
the new system. Under the sys-
tem the local party units have
been told that they are not to
guide production directly or
even to share responsibilities
for decisions of economic mana-
gers. Their principal function
is to provide managers with po-
litical support in applying eco-
nomic policy. Many local party
leaders object to this formula
since it could lead to a seri-
ous reduction of their author-
ity.

The '"national" committees.
which are governmental bodies
functioning at local levels,
are to have greater financial
responsibilities at all levels
——including regional, district,
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and town.
are mainly responsible for local
services, including social wel-

As in the past, they

fare and cultural measures. The
party theses point out that the
national committees must achieve
maximum self-sufficiency finan-
cially, but presumably the cen-
tral party officials will watch
this closely lest the national
committees attempt to become too
independent. Their role vis-a~-
vis the central organs, regional
planning, and agricultural coop-
eratives is to be set forth in
the coming months.

The party central committee
has called a conference of chair-
men of regional and district na-
tional committees and of national
committees of major cities for
the near future to delineate fur-
ther the role of the national
committees and how their greater
responsibilities can be dove-
tailed with management of the
economy. These changes have al-
ready led to debate and some
dissension in the party and gov-
ernment which are likely to in-
crease as the final formulations
are prepared for the party con-
gress.

The central committee has
published the theses so that ex-
tensive discussions on them can
take place at nationwide confer-
ences to be held prior to another
central committee plenary session
to be held in May. At that time
the draft 1966 economic plan
will be re-examined, and an elab-
oration of Czechoslovak economic
policy is to be made for approv-
al by the party congress.
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Outlook

It is clear that the re-
gime is committed to the re-
forms, but the new program con-
stitutes such a departure from
past practices that party lead-
ers are still groping their
way. Both the timing and pro-
visions of the program there-
fore will be kept sufficiently
flexible to avoid insofar as
possible severe economic or
political dislocations.
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It is probably in light in-
dustry, especially in the con-
sumer goods industry, that the
reforms will have a chance to
make the greatest headway for
the short run., If the program

as presently outlined does not
succeed in overcoming Czecho-
slovakia's mare serious economic
problems in the long run, other
new methods for their solution

will h to be considered.
(CWHAL)
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