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Uvodni slovo

An Introductory Word

Ing. Jan Vit
viceguvernér Ceské ndrodni banky

1. dubna 1996 uplynulo 70 let od zahdjenf ¢innosti
Ndrodni banky ceskoslovenské, tedy ode dne, kdy
byly - obrazné feceno - polozeny zaklady
samostatné ménové politiky na nasem tzemf. P¥i
této prilezitosti usporddala Ceskd narodni banka
védeckou konferenci, jejimz cflem bylo pfipome-
nout duleZité vyro¢i a zmapovat historické obdobr,
které bylo systematicky v paméti nasi zemé pot-
lacovdno.

V uplynulych padesati letech nebyla Narodnf
banka ceskoslovenskd pripomindna. Nehovorilo se
o vyznamu a dile osobnostfi, jako byl Alois Rasin
a Karel Englis, nemluvilo se o tom, jak, jakymi
prostiedky a k jakym vysledkiim sméroval mon-
etdrni vyvoj predvédle¢ného Ceskoslovenska.
Nemluvilo se o modernich principech, na kterych
byla sprdva ceskoslovenské mény zalozZena,
o avantgardnich pfistupech, polemikach, prob-
lémech a uspésich, které nasi ménu ve dvacdtych
a tficdtych létech provazely. Nehledalo se spojenf
s touto minulosti a tak celym generacim zustal
redlny pohled na dé&jiny ceskoslovenského
a ceského hospodérstvi vzddlen. Pfitom pravé
ménovd politika v tehdejsich podminkdch byla seg-
mentem pozoruhodnym a pou¢nym.

Ucastnici védecké konference, jejiz hlavnf
myslenky jsou zachyceny v tomto sborniku, se
nesesli k pouhé oslavé vyznamného vyroci.
Odvedli cenny kus prace pfi formulaci svych
ndzorll a zkusenosti. Nenf zatim k dispozici pfflis
mnoho literatury, kterd by uplynulych sedmdesat
let naseho centrdlntho bankovnictvi popisovala
a hodnotila. Ani tato publikace nemuze takovy tkol
splnit. MGze vsak byt pro studium v této oblasti
vhodnou vstupni branou a snad poslouZi i jako
vyzva dals$im badatelim ke zhodnoceni historie,
kterd by neméla byt zapomenuta.

Jan Vit
Vice-Governor
Czech National Bank

April 1, 1996 marked the passage of seventy years
from the commencement of the National Bank of
Czechoslovakia’s activities; that is, from the day,
when, to put it metaphorically, the bases were laid
for an independent monetary policy in our territory.
On this occasion, the Czech National Bank hosted
a scientific conference aimed at remembering this
important anniversary and reviewing a historical
period which had been systematically suppressed
in the memories of our country.

Over the past fifty years we were never reminded of
The National Bank of Czechoslovakia. No mention
was ever made of the significance and work of such
personalities as Alois Rasin and Karel Englis, or of
how, through what means and to what results, the
monetary development of pre-war Czechoslovakia
was headed. The modern principles upon which
the Czechoslovak monetary policy was built, the
avant-garde approaches, the polemics, problems
and successes accompanying our currency in the
20s and 30s were not mentioned either. No
connection with this past was sought, and
therefore, whole generations were far removed
from a true view of the history of the Czechoslovak
and Czech economies, although the monetary
policy in the conditions of the time was a
remarkable and informative element.

Participants in this scientific conference, whose
central ideas are included in this collection, met not
only to celebrate a significant anniversary, but
performed a valuable job in formulating their views
and experience. Not much literature exists
describing and assessing the past seventy years of
our central banking. Nor can this publication fulfil
such a task. However, it can act as an entrance to
study in this area, and will perhaps serve as a
challenge for future scholars to assess a period of
history which should not be forgotten.






Spory o penézni politiku Narodni banky
Ceskoslovenské ve 20. a 30. letech

v o

z pohledu dnesni penézni teorie a praxe

Doc. JUDr. Frantisek Vencovsky
Vysokd skola ekonomickd

Hovofit o ménové politice Narodni banky
ceskoslovenské pravé v prostordch, kde se tato poli-
tika utvdrela, kde zasedala bankovni rada, muze
snadno svadét jen k jakémusi historizujicimu, kro-
nikdrfskému nebo i vzpominkovému pohledu na
tehdejsi udalosti. | to by bylo samo o sobé zaji-
mavé. Ale zajimavéjsi a pro nasi dobu - po odstupu
sedmdesdti az padesdti let - snad i pou¢néjsi bude
posoudit toto déni z SirSich tehdejsich a dokonce
i soucasnych hledisek.

Ménovou politiku prvniho Ceskoslovenska mutize-
me rozdélit do nékolika etap a podle toho ji posu-
zovat.

Jsou to predevsim prvni Ctyfi - nebo az pét let -
historie Ndrodni banky. Lze je oznacit jako
obdobi klasického a zdafilého provadénf
penéznf politiky. Cenovd hladina méla tendenci
k poklesu - v priméru ro¢né o 3,5 bodu,
vezmeme-li rok 1925 za zaklad. Kurz koruny, jak
se s ni volné obchodovalo na burzdch v Curychu
a v Londyné, se pohyboval po celou tuto dobu
v oscilaci £ 0,3 % od priiméru 15,33 Svycarskych
frank(i za 100 K¢; byl tedy obdivuhodné stabilni.
Platebni bilance se v letech 1926 az 1930 pohy-
bovala ve vykyvu od aktivniho salda 1,1 mld. K¢
do pasivniho salda 0,3 mld. K¢&; obchodnf
bilance byla trvale aktivni s primérnym ro¢nim
prebytkem 1,7 mld. K¢; kapitdlovy udcet vykazo-
val stdle odliv do zahrani¢f v ro¢nim priimérném
saldu 1,2 mld. K¢. Zlata rezerva banky se zvysila
z 40,8 tun v roce 1925 na 68,9 tun v roce 1930;
devizové rezervy - vcetné zlata - dosahovaly
koncem roku 1930 uz 4 mld. K¢ a pokryvaly
3-mési¢ni dovoz. - Diskontni sazba byla
v priméru 5 %. V srpnu 1928 byla zcela uvol-
néna devizovd regulace. Celkové byly vytvoreny
podminky pro to, aby v roce 1929 byla
Ceskoslovenskd koruna spojena se zlatem, a to
zdkonnym stanovenim zlatého obsahu koruny
jako 44,58 mlg; koruna se stala ménou zlaté
devizy; k pfimé sménitelnosti za zlato v této
relaci vsak nikdy nedoslo.

Czechoslovak National Bank Monetary
Policy Debates of the 1920s and1930s in
Light of Contemporary Monetary Theory
and Practice

Frantisek Vencovsky
University of Economics, Prague

Speaking of the monetary policy of the Czechoslovak
National Bank in the very halls where that policy was
made, where the bank board met, could easily tempt
one to regard those events in a sort of historicising
manner, as a chronicle or a set of reminiscences,
which would no doubt be interesting in its own right.
But it will be more interesting, and perhaps for our
time, from a perspective of fifty to seventy years,
more enlightening to view those events in the
broader context of those days and even the present.

We can divide the monetary policy of the original
Czechoslovakia into several stages as a basis for
evaluation.

The first stage covers the first four to five years of
the National Bank’s history, and may be considered
an era of classical and successful implementation of
monetary policy. Price levels tended to decline, by
an average of 3.5% per year using 1925 as our base
year. The Crown’s exchange rate, as it was freely
traded on the Zurich and London exchanges,
oscillated by no more than + 0.3% from an average
value of 15.33 Swiss Francs to 100 Crowns for the
entire period, making it a remarkably stable
currency. The balance of payments ranged from a
surplus of 1.1 billion Crowns to a deficit of 0.3
billion between 1926 and 1930; the balance of
trade was always positive, with an average yearly
surplus of 1.7 billion Crowns. The capital account
showed a continuous outflow to other countries of
1.2 billion Crowns per year on average. The Bank’s
gold reserves rose from 40.8 tonnes in 1925 to 68.9
tonnes in 1930; foreign exchange reserves
including gold reached 4 billion Crowns by the end
of 1930, covering three months of imports. The
discount rate averaged 5%. All foreign exchange
controls were lifted in August 1928. Overall, the
conditions were created for the Czechoslovak
Crown to join the gold standard in 1929, when the
gold content of the Crown was set forth in
legislation at 44.58 mg. The Crown became a gold
exchange currency, but was never actually directly
convertible to gold in this proportion.



Druhé obdobi spadd do prvni poloviny 30. let,
kdy bylo Ceskoslovensko strzeno do svétové
hospodarské krize. Mezi rokem 1929 a 1934
doslo k poklesu primyslové vyroby o 34 %
a k poklesu exportu 0 65 % (v béznych cendch) -
samoziejmé s prudkym ndrGstem nezamést-
nanosti. V. ménovém vyvoji nastal prudky defla¢ni
proces vyvolany v zemich, jejichz mény byly for-
malné vdzdany na zlato, kdyZ se jeho cena na své-
tovych trzich uz od konce 20. let zvysovala.
V téchto letech vnitini cenovd hladina klesala
v ro¢nim praméru o 5 %. Doslo proto
k zdvaznému penéznimu zdsahu - ke snizenfi
zlatého obsahu koruny, a to dvakrat - devalvacf
v unoru 1934 a devalvaci v zaff 1936, vZzdy o 16
%. Po téchto zdsazich se cenovad hladina stabili-
zovala a vyrovnala se kurzova disparita se své-
tovym vyvojem cen. V obchodni bilanci se
drivéjsi trvale vysoké aktivni saldo rozplynulo, ale
presto zlstdvala stdle mirné aktivni. A az do roku
1934 se dafilo udrzovat vyrovnanou platebnf
bilanci. - | pfes tvrdou defla¢nf situaci se zvyso-
vala zlatd rezerva Ndrodnf banky a dosahovala
koncem roku 1935 uz 99 tun; celkovad zlatd
a devizova rezerva se vsak béhem krize sniZila
0 23 %. - Diskontni sazba byla postupné
snizovdna az na 3,5 %. Krizovd situace vyustila
pochopitelné uz v srpnu 1931 k opétnému
zavadéni vdzaného devizového hospodarstvi -
takze Uplnd devizova liberalizace - ojedinéla
v celé nasi dosavadnf historii - trvala necelé tfi
roky.

Po prekonani svétové hospodarské krize se
ceskoslovenska ekonomika sice rychle zotavovala -
zejména vysokou pramyslovou konjunkturou, kterd
byla vyvoldna pokrizovou investi¢ni vinou, ale také
vysokou poptavkou souvisejici s vyzbrojovdnim
armddy a s budovanim pohrani¢niho opevnénf - ale
byl to proces provdzeny rozpoctovymi deficity,
stditnim  zadluzovdnim a také zavddénim
clearingového platebniho styku s fadou statt, které
se krizi dostaly do finan¢nich potizi. Vedenf
Ndrodnf banky stacilo pouze - jesté vcas - disloko-
vat do zahrani¢i velkou ¢dst zlaté rezervy - bohuzel
ne celou.

Snad lze tedy hodnotit penéznf politiku, jak ji
provadéla Ndrodni banka ¢eskoslovenska - ¢asto
pod silnym tlakem svétového hospodarského
a zejména ménového vyvoje - za Uspésnou,
a troufdm si fici, Ze ve srovndni s nékterymi
jinymi stfedoevropskymi i zdpadoevropskymi
zemémi - za vynikajici. Nebyla to vsak ani

The second period came in the first half of the
1930s, when Czechoslovakia was drawn into the
worldwide economic crisis. Industrial output
declined by 34% between 1929 and 1934, while
exports dropped by 65% (in current prices).
Needless to say, unemployment rose sharply as
well. The currency, as in other countries whose
currency was formally linked to gold, experienced
an abrupt deflationary process when the metal’s
price on world markets began rising at the end of
the 1920s. Internal price levels fell by an average of
5% per year in these years, leading to significant
monetary measures. The Crown’s gold content was
twice reduced, by a 16% devaluation in February
1934 and again by the same amount in September
1936. After these interventions price levels
stabilised and the exchange rate disparity in
comparison with worldwide price trends was
evened out. In the balance of trade, the former
continual large surplus shrank, although a
moderate surplus remained. An even balance of
payments could be maintained until 1934. Despite
the severe deflationary situation the National
Bank’s gold reserves grew, reaching 99 tonnes by
the end of 1935. Overall gold and foreign exchange
reserves declined by 23% during the crisis,
however. The discount rate was gradually reduced
to 3.5%. Understandably, the crisis situation led to
a re-imposition of exchange controls as early as
August 1931, so that the full liberalisation of foreign
exchange, unique on our history so far, lasted less
than three years.

After the world economic crisis was overcome, the
Czechoslovak economy recovered quickly - an
industrial boom was called forth by a post-crisis
investment wave, along with high demand
associated with an arms buildup and fortification of
the borders. Yet this process was accompanied by
budget deficits and a growing national debt, and
payment clearing relations were established with a
number of countries which the crisis had brought
into financial difficulties. The leadership of the
National Bank managed - just in time - to transfer a
large part of its gold reserves abroad, but
unfortunately not all of them.

Monetary policy as carried out by the
Czechoslovak National Bank, often under severe
pressure from worldwide economic and especially
monetary developments, may thus perhaps be
considered succesful and even, | dare say,
outstanding in comparison with certain other
central and even west European countries.
Nevertheless, it was far from being a monetary
policy implemented in a harmonious unanimity of



zdaleka ménova politika, kterd by se realizovala
v harmonické jednoté ndzoru, v koncepénf
pohodé. Byla provdzena a casto byla vysledkem
ndzorovych stfett, zdsadnich koncep¢nich roz-
port a ostrych polemik.

Stfetdvaly se v podstaté ctyfi ndzorové proudy,
které - predstavovany vynikajicimi a silnymi osob-
nostmi - se velmi zfetelné promitly do fizeni mé-
nové a finan¢nf politiky.

Byl to predevsim smér Aloise Rasina v prvnf
poloviné 20. let. Rasin byl vyhranénym
stoupencem neoliberdlni skoly, kterd povazovala
vyrovnany statni rozpocet za zdkladni prikaz
hospodarského rozumu. Pozadoval vsak nejen
vyrovnanost pfijmu a vydaju, ale i jejich min-
imdlni rozsah, podtrzeny kategorickym poza-
davkem Setrnosti ve vefejnych financich.
V ménové politice povazoval za jediné pfijatelny
takovy smér, ktery povede k vytvoreni systému
zalozeného na zlatém standardu, ktery bude
garantovat stabilitu kupni sily penéz. Mezi
stoupence rasinovského sméru patfili zejména
Cyril Hordcek, Vilém PospfSil a Jaroslav Preiss.

Dédle to byl smér Karla Englise, ktery vychdzel
z jeho origindlInf teleologické narodohospoddiské
teorie, zddraznujici predevsim pohled na
hospodarské procesy pres subjekty, pres jejich
zdjmy, cile a pres jejich raciondIni rozhodovanf.
V ménové politice kladl penézni emisi do tizké
souvislosti s tvorbou ndrodntho dtchodu a s du-
chodovou politikou. Nepovazoval za potfebné ani
za vhodné spojovat penézni systém s pfimou
vazbou na zlato; emisni banka musi byt ménové
neutrdlni, nemd svou Uvérovou aktivitou fesit prob-
lémy statniho rozpoctu nebo vlddni investi¢ni Ci
vlibec vyrobni politiky. Do jeho skoly patfili Milos
Horna, Alois Krdl - tehdy vedouci osobnosti studi-
jntho oddéleni Ndrodni banky.

Vyznamny byl smér ceskych keynesidncl, pred-
stavovany predevsim Josefem Mackem, Jaroslavem
Nebesafem a Karlem Maiwaldem. Vsichni tehdy
predstavovali i intelektudIni jadro politické opoz-
ice. V. ménové politice odmitali koncepci ,neutral-
ity” penéz, resp. neutrdlni politiku emisni banky.
Prosazovali naopak aktivni ménovou politiku,
vyuzivajici  penézni  emisi k  podpore
hospodarského rlistu, ke snizovani nezamést-
nanosti vytvarenim koupéschopné penézni pop-

opinion or in conceptual tranquility. It was
accompanied by, and indeed was often the result of
conflicts of opinion, fundamental conceptual
disagreements and bitter polemics.

Essentially four currents of opinion collided here
which, represented by strong, eminent
personalities, had a very visible effect on the
management of monetary and financial policy.

The first half of the 1920s was dominated by the
figure of Alois Rasin, a steadfast advocate of the
neo-liberal school, which considered a balanced
state budget as the first dictate of economic reason.
Furthermore, he demanded not only that revenues
and expenditures be in balance but that they be of
minimal volume, underlined by a categorical
demand for frugality in public finances. In
monetary policy, he considered a strategy leading
to the establishment of a system based on the gold
standard, thus guaranteeing the stability of the
purchasing power of money, to be the only
acceptable option. His major supporters included
Cyril Hordcek, Vilém PospiSil and Jaroslav Preiss.

The second current was that of Karel Englis, based
on his own original teleological macroeconomic
theory, which placed the greatest emphasis on
viewing economic processes through economic
agents, their interests, aims and rational decisions.
In monetary policy, he closely linked the issuing of
money with the formation of the national income
and with income policy. He considered a direct
linkage of the monetary system to gold to be neither
necessary nor desirable but maintained that the
central bank’s monetary stance must be neutral, that
it should not address problems of the state budget or
of state investment policy or production policy in
general through its lending activities. His school
included Milo$ Horna and Alois Krdl, the leading
figures of the National Bank’s research section.

The Czech Keynesian school, represented by Josef
Macek, Jaroslav Nebesdi and Karel Maiwald, was
also significant. These men constituted the
intellectual core of the political opposition. In
monetary policy they denied the concept of the
“neutrality” of money, and thus the validity of a
neutral issue policy on the part of the central bank.
On the contrary, they advocated an active
monetary policy which would use the creation of
money to support economic growth and reduce
unemployment by generating monetary demand,
particularly for investment goods, with effective
purchasing power. Naturally, they refused any
concept of a gold-based currency.



tavky zejména po investicich. Odmitali samozre-
jmé jakoukoliv koncepci zlaté mény.

Vedle téchto tff hlavnich myslenkovych proudu se
prosazoval - prevazné politicky - i smér marxi-
sticky, ktery vsak u nds ve 20. a 30. letech teoret-
icky pouze prejimal a tradoval Marxe. Politicky
vyuzil Marxovu teorii pro kritické opozi¢nf
pusobeni vuci viadé i vic¢i Ndrodni bance.

Tato zakladni myslenkova diferenciace, v podstaté
stfetdvani teorif, se projevilo velmi konkrétné
i v polemikdch a sporech kolem politiky Ndrodnfi
banky ceskoslovenské i v kritikdch této politiky.
Staci pripomenout aspon hlavnf, skute¢né princi-
pidlni spory.

Slo napiiklad u? o zdsadnf otdzku ménové kon-
cepce, totiZz o to, zda ma byt nebo zda nema byt,
pripadné jak dalece ma byt ceskoslovenska
koruna ménou zlatou, ménou zlatého standardu.
U Rasina a jeho sméru to bylo mimo jakoukoliv
diskusi. Uz od vzniku stdtu se provadély velmi
konkrétni kroky k tomu, aby novd koruna byla
posléze ménou zlatou, a to pIné a bez vyhrad - se
vsemi atributy, které k ni patfi. Rasin sam to
vyjadril ve své prdci ,MUj finan¢nf plan” zcela
zfetelné:

,V praxi pokladdm kovové kryti za nutné z dtivodu
psychologickych, pro vracenf divéry k penézim ...
Proto v praxi musime se nutné vratit ke kovovému
podkladu penéz, chceme-li dosici duvéry pro
obrhajici bankovky jak doma, tak za hranicemi.”

Organizovaly se sbirky na ,zlaty poklad republiky”,
organizovala se - a to velmi tGspésné - statni pujcka,
kterd se upisovala ve zlaté, stifbfe a valutdch atd.
Pfesvédceni o nenahraditelnosti zlaté mény
bylo u stoupenct tohoto sméru neochvéjné. Jesté
v 30. letech, po sériich devalvacf zlatych mén, kdyz
se zlaty standard rozpadal, psal Cyril Horacek - po
Rasinovi ministr financi:

.A nebude lip, dokud ménovd politika statd
evropskych i americkych se nevrati k drfivéjsim
zdsaddm pevné a stabilni mény zlaté” (v predm-
luvé ke knize Adolfa Lambla ,Prvni inflace
v déjindch lidstva“).

Along with these three main currents of thought the
Marxist tendency was also advocated, mainly
politically, although in the 1920s and 30s in this
country it merely accepted and sustained the legacy
of Marx. Politically, it made use of Marx’s theory for
critical opposition activities against the government
and the National Bank.

This fundamental differentiation of thought,
essentially a struggle of theories, was also very
concretely manifested in the polemics and
controversies surrounding the policies of the
Czechoslovak National Bank and in critiques of
those policies. It will suffice to mention at least the
main disputes, those which were truly based on
principles.

One, for example, concerned the issue of the
fundamental monetary concept, that is whether, and
if so to what extent, the Czechoslovak Crown
should be a gold currency or gold-standard
currency. For Rasin and his school this principle was
entirely beyond question. From the very birth of the
Czechoslovak state, very specific steps had been
taken to allow the new Crown eventually to become
a gold currency, fully and without reservation and
with all pertinent attributes. Rasin himself expressed
it very clearly in his work “My Financial Plan”:

“In practice, | consider metallic coverage to be
necessary for psychological reasons, to restore
confidence in money.... Therefore in practice we
must necessarily return to a metallic foundation of
money if we wish to attain confidence in circulating
banknotes both at home and beyond our frontiers.”

Collections were organized for the “gold treasure of
the Republic”, and a very succesful state loan was
taken on, subscribed in gold, silver and foreign
currencies, among other measures. The advocates
of this school were unshakeably convinced that a
gold-based currency was irreplaceable. Even in the
1930s, after a series of gold currency devaluations,
as the gold standard was falling apart, Rasin’s
successor as Minister of Finance Cyril Hordcek
wrote:

“Nor will things get better until the monetary policy
of the European and American states returns to the
previous principles of a firm and stable gold
currency” (in the foreword to Adolf Lambl’s book
“The First Inflation in the History of Humanity”).

Yet many theoreticians spoke out categorically and
on principle against the gold currency, particularly
Josef Macek. He wrote, for example:



Proti zlaté méné vsak principidlné a kategoricky
vystoupilo mnoho teoretikli, zejména Josef Macek.
Psal napfiklad:

,Zlatd ména je prezitek z dob barbarskych ... Dnes
je to socidlni zlo.” Nebo ze ménovd politika
nespociva ,v tom, aby to zlaté teldtko, které maji
v pancéfovém chlivku v Ndrodnf bance v Praze
vyrostlo v takového zlatého vola, jakého maji ve

Francouzské bance v Pafizi” atp. (v knizce ,Préce,
penize a politika”).

Zlatou ménu odmitali jako zbyte¢nou Karel Englis,
Vilibald Mildschuh, Josef Pazourek - nesporné teo-
retické autority, i kdyZ z riznych sméru.

Tyto principidlnf spory vsak mély velmi konkrétni
a prakticky vyznam, kdyz v roce 1929 vedeni
Ndrodni banky prosazovalo zdkonné rozhodnutf
o spojeni koruny se zlatem. K teoretickym
namitkdm se pridruzily i ndmitky uz ekonomicky
velmi aktudlni, Zze totiz guvernér Vilém Pospisil
chce spoutat ceskoslovenskou korunu se zlatem
pravé v dobé, kdy se cena zlata na svétovych trzich
dostava do pohybu, je tendence k jejimu zvysovdnf
a nelze se tedy spoléhat na stabilitu zlaté
ceskoslovenské koruny. Byla to zejména rada varu-
jicich ¢lankt a projevt ministra financi Karla
Englise. Argumentovalo se i ndzory Gustava
Cassela proti zlaté méné. Vedeni Narodni banky
vyslo z téchto sport vitézné. Koruna dostala zlaty
obsah, stala se ménou zlaté devizy.

To uz vsak bylo zarodkem dalsich sporu. Tykaly
se pricin a podstaty svétové hospodarské krize
a tedy i cest k jejimu prekondnf - od ndzort, Ze jde
o krizi kapitalismu, az po ndzory, Ze jde o urcité
poruchy ve finan¢ni, penézni <¢i vibec
hospodarské politice vldd atd. To ovsem nebyly
jen nase spory, nebo spory u nds. Protoze vsak
spole¢nym rysem krizového vyvoje byl deflacnf
tlak na ceny zemf, jejichz mény byly spojeny se
zlatem, jehoz cena stoupala a zvysSovala tedy
kupnf silu zlatych mén a strhdvala tak do poklesu
cenové hladiny, bylo zfejmé, Ze nenf jiné cesty
nez devalvovat adekvdtnim sniZenim zlatého
obsahu jednotlivych mén.

Takovému reseni se vsak brdnilo vedeni Ndrodnf
banky. Nechtélo narusit zlatou konstrukci
ceskoslovenské mény, kterou v roce 1929 tak tézce
prosadilo. Vznikl znovu spor z jedné strany mezi
sméry Josefa Macka, Karla Englise i jinych, smért

“The gold currency is a vestige of barbaric times....
Today it is a social evil.” Or that monetary policy
did not consist in “having the golden calf which
they have in an armored cowshed at the National
Bank in Prague grow to become such a golden ox
as they have at the Bank of France in Paris”, and the
like (in the book “Labour, Money and Politics”).

The gold currency was dismissed as superfluous by
Karel Englis, Vilibald Mildschuh and Josef
Pazourek, undoubted theoretical authorities, albeit
of different schools.

The disputes of principle proved to be of very specific
practical significance, however, when in 1929 the
leadership of the National Bank argued for a
legislative decision linking the Crown to gold.
Theoretical objections were now joined by very
timely economic objections to the effect that
Governer Vilém PospfSil was seeking to bind the
Czechoslovak Crown to gold just at a time when the
price of gold was beginning to change on world
markets, with a rising tendency, so that there could be
no reliance on the stability of a gold Czechoslovak
Crown. Minister of Finance Karel Englis produced a
number of cautionary articles and speeches to this
effect. The arguments of Gustav Cassel were also
used against the gold currency. The leadership of the
National Bank emerged as the victor of these
controversies. The Crown was given a content of gold
and became a gold exchange currency.

This was the germ of further disputes, however,
regarding the origins and nature of the world
economic crisis and thus ways to overcome it.
Opinions ranged from that which regarded the
crisis as the collapse of capitalism to those which
regarded it as a result of certain malfunctions of the
financial, monetary or general economic policies of
governments. Of course these disputes did not take
place only in Czechoslovakia. Since, however, a
common feature of the course of the crisis was
deflationary pressure on prices in countries whose
currencies were linked to gold, whose rising price
increased the purchasing power of gold currencies
and thus caused a drop in price levels, it became
apparent that the only option was devaluation by a
suitable reduction in the gold content of the various
currencies.

The leadership of the National Bank worked to prevent
such a strategy, not wishing to disrupt the gold
construction of the Czechoslovak currency which it
had achieved with such difficulty in 1929. A new
dispute arose, with Josef Macek, Karel Englis and others
(comprising currents of opinion which otherwise



jinak navzajem protichtidnych, ale v tomto pfipadé
se shodly - a z druhé strany mezi vedenim Narodnf
banky. Prosazovaly se dvé cesty resenf
e bud pfipustit postupné vyrovndvdni vsech
hospoddrskych ¢&fsel (cen, mezd, ndkladu, danf,
drokli atd.) na droven vyssi kupni sily koruny pfi
nezménéném zlatém obsahu; to bylo stanovisko
guvernéra Viléma PospiSila;
* anebo odhodnotit - devalvovat korunu snizenim
jejiho zlatého obsahu, tedy jit podobnou cestou,
k jaké se jiz rozhodli v jinych zemich; pred-
stavitelem tohoto sméru byl Karel Englis.

Volila se posléze druhd cesta. Celé vedenf
Ndrodnf banky podalo demisi, guvernérem se stal
Englis. Tim vSak problémovd situace neskoncila.
Nékteré zemé, zejména Francie, jesté otdlely
s devalva¢nim fesenim, coz ztézovalo i naddle
situaci v nasi obchodnf bilanci. Exportnf zdjem se
proto zasazoval o dal3f devalvaci - proti vuli
guvernéra Englise, ktery ji povazoval za zbytec-
nou a za jednostranné exportni. Podal v roce 1936
demisi na svou funkci. Ani vlada ani prezident ji
vsak nepfijali. Doslo tak k druhé devalvaci v roce
1936.

Druhym - stejné principidlnim a tedy stejné
zdvaznym sporem bylo pojeti tvérové emisni poli-
tiky Narodni banky, zejména v priibéhu 30. let, tedy
v souvislosti se svétovou hospodariskou krizi.
V podstaté $lo o to, zda Ndrodnf banka se md starat
pouze o stabilni ménovy vyvoj a ponechat fesenf
hospodarskych problému, zejména prekonani kri-
Zové situace ve vyrobé, v exportu, zaméstnanosti
atd. vladé a jejim kompetencim, nebo zda se md
aktivné zapojit i svou emisni aktivitou do vlddnf
hospodaiské politiky. Slo ostatné o stanovisko
k teorii i praxi nastupujiciho keynesidnského sméru,
predstavovaného u nds Josefem Mackem. Slo o spor
s pUvodnim  ,rasinovskym” a  pozdéji
,englisovskym” pojetim smyslu a hranic dvérové
emise.

Englis to vyjadfil lapidarné:

,Ména se muZe stdt jednostrannym instrumentem
produktivity, coz je nakonec vzdy infla¢ni proces
na skodu pevnych platti a penéznich kapitdld ...
Inflacné |ze podcenovat hospodarskou aktivitu,
ale za tézké infla¢ni obéti na druhé strané; takovad
metoda k podnécovani produktivity je
zavrzitelnd, protozZe je nespravedlivd, posunuje
kupnf silu, vyvlastiiuje penéznf kapital a brzdf

10

differed greatly, but were in agreement on this matter)

on one side and the leadership of the National Bank on

the other. Two strategies were advocated:

e either permit a gradual balancing of all economic
figures (prices, wages, costs, taxes, interest rates
etc.) at the level of higher Crown purchasing
power with an unchanged gold content, the
stance of Governor Vilém Pospfsil,

e or devalue the Crown by reducing its gold
content, that is to follow a path on which other
countries had already decided; this opinion was
represented by Karel Englis.

Eventually the second option was chosen. The entire
leadership of the National Bank resigned and Englis
was appointed the new Governor. Yet the problems
did not end here. Certain countries, particularly
France, continued to hesitate in devaluing, thus
creating continuing difficulties for the Czechoslovak
balance of trades. Export interests therefore called
for a further devaluation, against the will of
Governor Englis, who considered such a move to be
superfluous and to serve only export. In 1936 he
resigned from his post, but neither the government
nor the President accepted his resignation. A second
devaluation took place in 1936.

The second controversy, just as much a matter of
principle and thus just as serious, regarded the
conception of the National Bank’s credit issue
policy, especially in the 1930s and in connection
with the world economic crisis. Essentially the
question was whether the National Bank should
solely work to ensure stability of the currency and
leave economic problems, especially overcoming
the crisis in production, exports, employment and
so on to the Government and its competencies, or
whether it should take an active role in government
economic policy through its issuance activities. The
dispute was also about views on the theory and
practice of the rising Keynesian school, represented
in this country by Josef Macek, against the
conceptions of Ras$in and later Englis on the
purpose and limits of credit issuance.

Englis expressed it succinctly:

“The currency can become a one-sided productivity
tool, which is always eventually an inflationary
process at the expense of stable payments and
monetary capital.... Economic activity can be boosted
in an inflationary manner, but at the price of great
inflationary sacrifice; such a means of promoting
productivity is to be condemned because it is unjust,
it displaces purchasing power, it expropriates
monetary capital and brakes its formation” (in “The
National Economic System”, vol. Il, p. 470).



jeho  tvorbu” (v ,Soustavé ndrodniho

hospodarstvi”, sv. Il, 470).

Byl to teoreticky smér, ktery v emisnf praxi prefer-
oval krdtkodoby dvér, hlavné sménecny,
neduvéroval operacim se stfednédobymi
a dlouhodobymi cennymi papiry. Oponenti a kri-
tikové tohoto pojeti - predevsim Josef Macek
a Jaroslav Nebesdi, od ¢ervna 1945 do cervna
1950 predstavitel obnovené Narodni banky
Ceskoslovenské - viak namitali, Ze emisni dvér
v dobé velké nezaméstnanosti neplsobf inflacné,
Ze naopak vede k oZiveni poptavky po investicich,
k rozbéhu hospodarské aktivity. Emisni banka ma
proto  svymi  postupy plné podporovat
hospodarskou politiku vlady k prekondni neza-
méstnanosti. Staci z fady kritickych ¢lankd a pro-
jevu uvést od Josefa Macka:

v -

,Chyba nasi cedulové banky neni v tom, ze
tzkostlivé zkouma kvality smének, nybrz v tom, ze
se omezuje na takové obchody penéznf, které nes-
tacl na penéznf tisen dnesni doby ... Ona se dom-
nivd, Ze je to spravné, kdyz se drzi co nejdal od
statu” (v knizce ,Kam se podély penize?”, 1933, na
str. 34).

,Cedulovd banka md na volném trhu kupovat
staitni nebo jiné prvotfidni obligace svymi
bankovkami a takto rozmnoZovat pocet obrha-
jicich penéz. Vedle toho md co nejvice snizit
diskontni sazbu (a oviem také sazbu lombardnf)
a timto zlevnénim dvéru primét svét podnikatelsky
k rozsiteni vyroby a k podstoupenf rizik, na kterd
by si podnikatelé pfi drazsim Gvéru netroufali. Jak
patrno, neznamenaji tato opattenf inflaci v ptivod-
nim smyslu, nebot zfejmé nejde pfi nich o vhanénf
penéz do obéhu bez obvyklé a uznané
hospodarské zdasluhy” (v kniZce ,Prdce, penize
a politika”, 1932, str. 53).

Tézisté penézni emise Ndrodnf banky bylo tedy
v reeskontu obchodnich smének
a v kratkodobém lombardu. Je to zfejmé ze

1930 1935
sménky 360 mil. 69% 602 mil. 45%
operace na volném trhu| 133 mil. 25% 12mil. 1%
lombard 32 mil. 6% 731 mil. 54%
CELKEM 525 mil. 100% | 1345 mil. 100%

This theoretical tendency preferred short-term credit
in issuance practice, especially in the form of bills of
exchange, and distrusted operations with medium
and long-term securities. Yet opponents and critics of
this conception - particularly Josef Macek and
Jaroslav Nebesdr, representative of the restored
Czechoslovak National Bank from June 1945 to June
1950 - objected that issuance of credit at a time of
great unemployment does not have an inflationary
effect, but on the contrary leads to a recovery in
investment demand and renewed economic activity.
Central bank measures should therefore fully support
the Government’s economic policy in order to
overcome the problem of unemployment. From
among a number of critical articles and speeches, it
will suffice to cite Josef Macek:

“Our central bank’s error is not that it painstakingly
examines the quality of bills of exchange, but that it
restricts itself to monetary transactions which are
inadequate to the monetary distress of the present
day.... It supposes that it is correct in holding itself
as far as possible from the state” (in the booklet
“Where Has the Money Gone?”, 1933, p. 34).
“The central bank should buy state or blue-chip
bonds on the open market with its banknotes and
thus increase the amount of money in circulation.
Moreover, it should lower the discount rate (and of
course also the Lombard rate) as far as possible, and
by this cheapening of credit encourage the business
world to expand production and expose itself to
risks which businesses would not dare to take when
the cost of credit is higher. As is clear, such
measures do not mean inflation in the original
sense, as they obviously do not drive money into
circulation without customary and recognised
economic merit” (in the booklet “Labour, Money
and Politics”, 1932, p. 53).

The centrepiece of the National Bank’s credit
policy was thus the rediscounting of commercial
bills of exchange and short-term Lombard credit.
This is apparent from the structure of credit
issuance in the years before and after the economic
crisis:

Credit issued in the domestic economy

1930 1935
bills of exchange 360 mil. 69% 602 mil. 45%
open market operations | 133 mil. 25% 12mil. 1%
Lombard 32 mil. 6% 731 mil. 54%
TOTAL 525 mil. 100% | 1345 mil. 100%
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struktury dvérové emise v
hospoddfskou krizi i po ni:

letech pred

Emisni dvéry do vnitini ekonomiky

Spory o zavislosti nebo nezavislosti Narodni banky
na vlddé, resp. na statu ostatné nikdy zcela neu-
tichly a nabyvaly na intenzit¢ podle toho, jak
slozitd byla hospoddrskad situace v zemi. Stoupenci
uzsiho vztahu banky k vladé - zejména keynesian-
sky smér - pfipominali, ze stit se postoupenim
svého emisniho privilegia vzdava i ¢dsti své suv-
erenity a ze jediné stit maze byt v bankovnf
ménové politice nestrannym a Ze jen stat sdm muze
objektivné posoudit, jakym smérem se md do
vzdalenéjsi budoucnosti ubirat ménova politika.
Naproti tomu ve prospéch volnéjsiho vztahu banky
k vladé se uvddélo, Ze ménova politika musi byt
fizena zkuSenymi odborniky z hospodarské,
zejména penézni praxe a Ze jediné tak lze zajistit,
aby penéznf politika nebyla vtahovdna do tzkych
potieb vlady, do zdjmu stdtntho rozpoctu. Byly to
tedy diskuse zivé i dnes. Pfipomindm, ze Narodnf
bance ceskoslovenské bylo v roce 1926 dano ze
zdkona emisnf privilegium na 15 roku.

Takové tedy byly u nds spory kolem cinnosti
Ndrodnf banky. A miizeme se samoziejmé ptat, jak
by - i pres tehdejsi ndzorové a nékdy i politicky
motivované rozdily - obstdla penézni politika
banky v pohledu dnesnich kritérii, zejména
z hlediska dnesniho stupné védeckého pozndnf
a s prihlédnutim k dnesnim konkrétnim pomérdm
v penéznim obéhu, na kapitdlovych trzich
a v bankovnictvi viibec.

Pfedevsim v teoretickém pozndni se mnohé
zdsadné zménilo. Nasi predchtdci neznali
a nepracovali s takovymi pojmy, resp. veli¢inami,
jako je agregatni penézni poptdvka a agregdtnf
penézni nabidka, ménova bdze a jeji vztah
k riznym konstrukcim penézni zdsoby.
Nepracovalo se s modelem IS-LM, s Phillipsovou
krivkou atd. Ve Statistickych roc¢enkdch nena-
jdeme ani uddaje o ndrodnim duchodu nebo
dokonce o hrubém domdcim produktu (i kdyz uz
se studijné, vyzkumné zacaly provadét propocty
ndrodniho dlichodu, a to dost spolehlivé). Nebyly
ani zdaleka takové bankovni produkty, které jsou
dnes bézné - at uz jde o platebnf styk nebo rtizné
druhy finan¢nich derivatt. Ale naproti tomu byla
u nds velmi pestrd struktura obchodovatelnych
cennych papirt - sménky, statnf, komundlni'i jiné
dluhopisy, Sirokd paleta hypotec¢nich, obilnich
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The disagreements on the National Bank’s
dependence or independence from the Government
or the state never wholly subsided, and became
more intense in times when the country’s economic
situation was more difficult. Advocates of a closer
relationship between the Bank and the Government,
mainly Keynesians, pointed out that the state, in
delegating its issue privileges, is also relinquishing
part of its sovereignty, and that only the state can be
neutral in banking and monetary policy and
objectively decide which direction monetary policy
should take for the more distant future. Arguments
put forth in favour of a looser relationship between
the Bank and the Government included the idea that
monetary policy should be managed by seasoned
experts with extensive economic, especially
monetary, experience, and that only in this way
could it be ensured that monetary policy would not
be drawn into the narrow demands of the
Government and interests of the state budget. These
were discussions, therefore, which continue today.
I should point out that in 1926 the Czechoslovak
National Bank was granted issue privileges for
a period of 15 years.

These were the controversies in this country regarding
the activities of the National Bank. And of course we
may ask how, regardless of the differences of opinion
at the time, in part politically motivated, the Bank'’s
monetary policy would stand up to evaluation in the
light of present day criteria, especially as regards
today’s level of theoretical understanding and
considering today’s specific circumstances with
respect to currency circulation, on capital markets
and in the banking sector generally.

Much has changed in our theoretical understanding.
Our predecessors were not familiar with and did not
work with such concepts or quantities as aggregate
supply and demand for money, the monetary base
and its relationship to various money supply
constructions. The IS-LM model was not used, nor
was the Phillips curve. We find no entries in
Statistical Yearbooks of the time for national
income, much less gross domestic product
(although quite reliable calculations of national
income were already being made in scholarly
research). The spectrum of banking products was far
narrower than those which are common today,
whether in the area of payments or various forms of
financial derivatives. On the other hand, a varied
structure of securities was traded in this country:
bills of exchange, state, municipal and other bonds,
a broad palette of mortgage notes, letters of lien on
grain and similar notes. Furthermore the structure of
the finance sector was quite complex: in 1935 there



a jinych zdstavnich listti atd. A k tomu az detailné
¢lenita struktura penéznictvi. V roce 1935 puso-
bilo v Ceskoslovensku 80 akciovych bank
a akciovych penéznich udstavt, 4 zemské udstavy
pro dlouhodoby tdvér, 21 bank v jiné nez akciové
formé; jen v ceskych zemich bylo 356 spofitelen,
174 okresnich hospodarskych zdlozen a 1909
druzstevnich zdlozen (a k tomu 4371 vesnickych
kampeli¢ek) - a vsechny byly samostatnymi
pravnimi subjekty. Byl to tedy komeréni penézni
sektor, ktery velmi citlivé reagoval na penéznf
politiku Narodni banky, zejména na diskontnf
politiku.

Pojeti i provadéni penéznf politiky bylo tedy jiné
nez dnes. Cile ménové politiky nebyly kvan-
tifikovdny, napfiklad jako mira deflace nebo
inflace. Slo o obecny postult - stabilizovat kupni
sflu koruny. Nebyl proto konstruovan ani mezicil
jako napriklad rast penézni zdsoby a jeho vztah
k cendm. Takové mysleni bylo predstavitelim
Ndrodni banky v celé jeji predvdlecné historii - at
uz se jeji vedeni klonilo k tomu nebo onomu
sméru - zcela cizf. Snad by se to dalo vyjadrit i tak,
Ze tehdejsi pojeti penézni politiky soustfedovalo
svou pozornost spifSe na stranu aktiv bilance
banky, totiz jakymi cestami a jaké penize jdou do
obéhu v rdmci mantinelu ur¢eného zlatym krytim;
prioritou byly formy penézni emise. Dnesni
ménové myslen spise sleduje stranu pasiv bilance
banky, kolik penéz je v obéhu, jak se utvari
penézni zdsoba v zemi a k tomu se pouzivaji rtizné
zpUsoby uvadéni penéz do obéhu a vibec regu-
lace penézni zdsoby. V tom spatiuji hlavnf rozdil
mezi pojetim penézni emise tehdy a dnes. Proto
byl tehdy prioritou reeskontnf dvér a kratkodoby
lombard; struktura forem platebnich
a kapitdlovych vztahli to umozrniovala nebo tomu
dokonce ,nahravala”. Proto byla nedtivéra k oper-
acim na volném trhu, pfestoze uz nékteré evropské
centrdlni banky byly - z dnesniho hlediska - mod-
ern&jsi, naptiklad Anglickd banka, Svédska banka,
Némecka fisska banka.

A mimoto - svétovy vyvoj uz od 30. let sméfoval
k rozpadu zlatého standardu. Penézni politika
Zadné centrdlni banky uZ neni sevifena timto
,krunyfem”. Do hry vstupuji zcela nové - pred
vdlkou témér nemyslitelné - formy mezindrodnf
ménové spoluprdce, jaké prinesl Bretton-Woods
v roce 1944, Evropskd platebnf unie v roce 1950
a nynf dokonce utvareni Evropské ménové unie.

were 80 joint-stock banks and joint-stock financial
institutions active in Czechoslovakia, four provincial
long-term credit institutes and 21 banks of a form
other than that of a joint-stock company. In the
Czech Lands alone there were 356 savings banks
(sporitelny), 174 district savings associations
(okresni hospoddrské zalozny), 1909 savings co-
operatives (druzstevni zdlozny), along with 4371
“kampelic¢ka” rural savings co-operatives - and all
were independent legal entities. This was a
commercial financial sector which was very
sensitive to the National Bank’s monetary policy,
especially its discount policy.

The conception and implementation of monetary
policy were thus different from today’s. The
objectives of monetary policy were not quantified,
as an inflation or deflation rate for example. Rather,
the objective was a general postulate: to stabilise
the purchasing power of the Crown. Therefore no
intermediate objectives such as money supply
growth or its relation to prices were constructed,
either. Such ideas were altogether foreign to the
representatives of the National Bank during its
entire pre-war history, whether its leadership
inclined to one school of thought or another. This
could perhaps also be expressed by saying that the
conception of monetary policy at the time focused
its attention on the asset side of the Bank’s balance
sheet, that is on what kind of money entered
circulation by what routes within the confines of
the gold standard. The priority was the form in
which money was issued. Today’s monetary
thinking tends rather to follow the liabilities side of
the Bank’s balance sheet: the quantity of money in
circulation, how the country’s money supply is
formed; to this end various forms of placing money
into circulation and regulation of the money supply
in general are used. It is here that | view the main
difference between the conceptions of monetary
policy then and now. For that reason the priority
then was rediscount credit and short-term Lombard
credit. This was permitted, even encouraged, by the
form of settlement and capital relations at the time.
This was the reason for the suspicion directed
against open market operations, notwithstanding
that certain European central banks - the Bank of
England, the Bank of Sweden, the Deutsche
Reichsbank - were already more “modern” in
today’s terms.

Moreover, worldwide developments from the
1930s tended towards the collapse of the gold
standard. Today no central bank’s monetary policy
is confined within this “shell”. New forms of
international monetary co-operation, practically
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Je to tedy zcela rozdilné teoretické i praktické
prostiedi, ve kterém se utvdrela a realizovala
penézni politika Ndrodni banky ceskoslovenské
pred sedmdesati az padesdti lety, nez v jakém
uvazujeme a jedndme dnes. Ale co snad zUstdva
shodné jako zakladnf rys a prioritni postuldt tehde-
j8f i dnesni ménové politiky: Pusobit na stabilitu
kupni sily koruny, a to jak vnitini v cenové hladiné
tak vnéjsi v ménovém kurzu; udrZovat autonomii
penézni emise ve vylu¢né zdvislosti na ménovych
kritériich; nenahrazovat udvérovou emisi tvorbu
dlouhodobého kapitdlu; dospét k volné sménitel-
nosti koruny a tedy k tplné devizové liberalizaci;
dospét k devizové rovnovaze a k rovnovdznému
kurzu koruny.

Ndrodnf banka ceskoslovenskd sledovala tyto cile
a méla tato kritéria. Ovsem v jinych podminkdch,
s jinymi mechanismy a pfi jinych postupech.

A co bylo rozhodujici: Zaradila se svymi ménovymi
vysledky - uz za Aloise Rasina, ktery svou ménovou
koncepci postavil zaklady pfisti Narodni® banky,
i pozdéji za Viléma PospfSila a Karla Englise - mezi
vysoce cenéné, renomované evropské centrdlnf
banky. Ceskoslovenska koruna patfila b&hem
celého obdobi prvniho Ceskoslovenska mezi
predni evropské mény, méla pevnou pozici na
devizovych trzich a plné se ji divérovalo. A snad
pravé to je tfeba pfipomenout k 70. vyrocf vzniku
Narodnf banky ceskoslovenské.
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unthinkable before the war, have come onto the
scene, such as those brought about by the Bretton
Woods agreement in 1944, the European Payments
Union in 1950 and even the creation of the
European Monetary Union today.

The theoretical and practical environment in which
the Czechoslovak National Bank created and
implemented its monetary policy fifty to seventy
years ago was thus entirely different from that in
which we plan and operate today. Nevertheless,
certain fundamental features and principal
postulates of monetary policy remains the same: the
need to influence the stability of the Crown’s
purchasing power, both internally with respect to
price levels and externally with respect to exchange
rates; to maintain the autonomy of note issuance,
depending exclusively on monetary criteria; not to
replace the formation of long-term capital with
credit issues; to work toward full convertibility of
the Crown and thus toward full foreign exchange
liberalisation; to attain foreign exchange
equilibrium and a balanced Crown exchange rate.
These are the goals and criteria pursued by the
Czechoslovak National Bank, albeit under different
circumstances, using different mechanisms and
different procedures.

And the deciding factor: by the results of its
monetary policies - from the time of Alois Rasin,
whose monetary conception laid the foundations of
the National Bank, and later under Vilém Pospfsil
and Karel Engli§ - it earned a place among the
esteemed, highly regarded European central banks.
The Czechoslovak Crown was a leading European
currency during the entire period of the original
Czechoslovakia, enjoying full confidence and a
firm position on foreign exchange markets. And
perhaps this is the thing which should be
commemorated at the 70th anniversary of the
establishment of the Czechoslovak National Bank.



Zhodnoceni povile¢ného pusobeni SBCS
(obdobi 1950-1989)

Ing. Jan Velek
Bankovni asociace

Zakladni vychodiska autora:

* pojedndni je osobnim hodnocenim situace
a vyvoje ¢lovéka (v SBCS jsem pracoval od
r. 1956 do konce roku 1989) snazictho se krit-
icky, ale zarover objektivné vidét vyvoj SBCS
v jejim ,unitdrnim” obdobf.

® pojednani si neklade za cil vyhledat
a shromdzdit pfesnd data a ndzvy jednotlivych
opatfeni a byt v tomto smyslu historickou pracf

e vzhledem k uspofadani a pojeti prace SBCS
v povdle¢ném obdobi a vzhledem k tomu, ze
v tomto obdobf Ize velmi tézko vydélit z tehde-
jsf SBCS sféru centralntho bankovnictvf, zabyva
se pojedndni vsemi oblastmi cinnosti Statni
banky

* pojedndni neuvadi jména a nehodnoti pozitivnf
¢i negativni vliv jednotlivych konkrétnich osob;
pokud se zdd byt konkrétni osoba zfejma z kon-
textu opatieni a tehdejsich funkciondrli, nebylo
to autorovym tmyslem.

1. Celkovy pohled

1. Zfizenf unitarni Statni banky ceskoslovenské
podle vzoru (a za pomoci) sovétského Gosbanku
bylo opatfenim, které bylo v logice budovani cen-
trdlné ,planovaného” a fizeného hospoddrstvi
a opatfenim, které zasadilo zbytkim liberdlniho
hospodafstvi drtivou ranu. Ufednici, ktefl se az
dosud na té ¢i oné uUrovni chovali pfimérené poza-
davkdam pluralitniho bankovnictvi, se méli napfisté
stat ,kontrolory korunou” v jedné z nejvykon-
néjsich a relativné uzndvanych instituci sociali-
stické ekonomiky. Svou roli zde na druhé strané
nepochybné sehrédlo také to, e do nové SBCS
pfisla naprosta vétsina zaméstnanct dosavadnich
bank, kteff po relativné dlouhou dobu (i kdyZz ste-
jné dlouho pretrvavala urc¢itd fevnivost mezi
zaméstnanci byvalych konkurencnich dstav)
udrzovali povédomf pifslusnosti k bankovni komu-
nité, i urcitou zdsobu ,know-how” z byvalého plu-
ralitntho bankovnictvi. Jeho prakticky vyznam byl
ovsem dan i tim, Ze $lo vétsSinou o fadové pracov-
niky, kdyz skute¢né 3picky byly z dalsi prace vétsi-

An Evaluation of the Post-war Activities of
the Czechoslovak State Bank (from 1950
to 1989)

Jan Velek
Association of Banks, Prague

The author’s basic premises:

e This paper is a personal evaluation of the situation
and development of an individual (I worked at the
CSSB from 1956 to the end of 1989) trying to
observe the evolution of the CSSB critically yet
objectively during its “unitary” period.

e The aim of the paper is not to seek out and gather
precise data and titles of various measures and in
that sense to be a work of history.

e Given the arrangement and conception of the
CSSB’s work in the post-war period and the fact
that it is very difficult to separate the field of
central banking from among the activities of the
CSSB of the time, the paper covers all areas of the
State Bank’s activities.

® The paper does not reveal names nor assess the
positive or negative influence of specific
individuals; if a specific person’s identity appears
to be identifiable from the context of the measures
and officials of the time, this was not the author’s
intention.

1. An overall view

1. The establishment of a unitary Czechoslovak
State Bank on the model of (and with the help of) the
Soviet Gosbank was a measure which corresponded
to the logic of building a centrally “planned” and
managed economy, and which struck a crushing
blow against the remains of the liberal economy. The
officials who had until then, on one level or another,
behaved in a manner appropriate to the
requirements of pluralist banking, were now to
become “overseers through the crown” in one of the
most efficient and relatively well regarded
institutions of the socialist economy. On the other
hand, a significant role was doubtless played by the
fact that the majority of employees of former banks,
who for a fairly long time maintained an awareness
of belonging to the banking community (despite a
certain rivalry among employees of various former
competing institutions which lasted just as long) as
well as a body of skills from the former pluralistic
banking system, became employees of the new
CSSB. In practice, of course, the fact that most of
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nou vyrazeny. Tato okolnost sehrdla pozdéji svou
roli pfi prvnim pokusu o bankovnf reformu v letech
1968-1969. Rezidua bankovni minulosti a pocit
soundleZitosti na urcité profesni bazi byl v SBCS
rozhodné silnéjsi nez u instituci nové a uméle
vytvorenych jako napf. Statni planovaci komise ci
krajské narodnf vybory.

2. Statni banka ceskoslovenskd, i kdyz elitnf
slozka statniho kontrolntho apardtu, byla nicméné
degradovdna na ryze administrativni instituci, jejiz
vyznam byl docenén tehdejsim mocenskym
centrem aZ? posléze. Po celou dobu, kdy SBCS
hrala tuto roli, byla vnimdna v fadé s ostatnimi
,prurezovymi orgdny” jako ndrodnf vybory vsech
stupnu, kontrolnf vybory, statnf statistika, pozdéji
finan¢éni spravy apod. Postupné si diky
spolehlivosti a pohotovosti svych informaci ziskala
rozhodujici misto. Signifikantnf je, Ze to bohuzel
nebylo kvuli ekonomické sile a vyznamu udvéru
a penéz vlbec.

Uvedené vymezeni role SBCS bylo doprovézeno
zdsahy do jeji struktury a hospodarenf. Statnf
banka se stala stejnou rozpoctovou organizacf jako
tfeba ministerstvo narodni obrany. Byly ji vnuceny
nevhodné organiza¢ni struktury a profesni
nomenklatura stejnd jako v ostatnich ,orgdnech”.
Platy bankovnich tdfednikd zaostaly za ostatnimi
sektory a byly jedny z nejnizsich ve statnf
administrative.

Pfes veskerd administrativni omezeni byla SBCS
prakticky az do konce vnimdna jako instituce
s pomérné znac¢nou a specifickou odbornostf,
s origindlnim pohledem na problémy a objek-
tivnim posuzovdnim véci. To plati do zna¢né miry
i o jednotlivych pracovnicich banky. Zejména
uvérovym pracovniktim, ktefi byli v dennim styku
s podniky, byla nabizena odpovédnd mista
v podnicich a dal3ich organizacich. Rada z nich se
stala finan¢nimi referenty, naméstky i Fediteli
podnik.

Statni banka byla zpocatku podfizena ministerstvu
financi, coz mélo neblahy vliv nejen na postavenf
predstavitele banky, ale i na styl prace. Stejné na
tom byla i spofitelna. Toto rozdéleni organicky
vzdjemné souvisejictho bankovniho obchodu na
Urfedné planovany sbér vkladu a jejich redistribuci
uvérovym pldnem do hospoddistvi bylo jednim
z nejhorsich dusledkt vzniku jednotné SBCS.
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these people were rank-and-file workers, top
management having been for the most part excluded
from further work, was also of significance. This
circumstance was later to play a part in the first
attempt at banking reform in 1968-1969. The
remnants of the banking past and a certain feeling of
professional fellowship was definitely stronger in the
CSSB than in such new, artificially created
institutions as the State Planning Commission or the
Regional National Committees.

2. The Czechoslovak State Bank, although it was an
elite element of the state control apparatus, was
nonetheless degraded to the status of a purely
administrative institution whose significance was not
properly recognised by the centre of power until
later. During the entire period when it played this
role, the CSSB was perceived as one of a series of
other “cross-sectional” authorities, such as the
National Committees at all levels, auditing
committees, state statistical offices, later the financial
administrations and the like. Gradually, thanks to the
reliability and readiness of the information it
provided it acquired a decisive place. It is significant,
if unfortunate, that its status was due neither to
economic strength nor to the importance of credit
and of money in general.

This delineation of the CSSB’s role was accompanied
by interventions in its structure and management.
The State Bank became the same sort of budgetary
organisation as, say, the Ministry of National
Defense. An unsuitable organisational structure and
professional nomenklatura were forced upon it, just
as they were on other “authorities”. Salaries of bank
officials lagged behind those in other sectors and
were among the lowest in the state administration.

Despite all administrative limitations, the CSSB was
perceived to the very end as an institution with
relatively great and specific expertise, with an
original perspective on problems and with a capacity
for objective judgement. To a notable degree this is
true as well of individual employees of the Bank. In
particular credit officers, who were in daily contact
with enterprises, were offered positions of
responsibility in enterprises and other organisations.
Many became financial officers, deputy directors
and even managing directors of enterprises.

From the beginning, the State Bank was subordinate
to the Ministry of Finance, a circumstance which had
a pernicious effect no only on the status of the Bank's
representatives, but also on their style of work. The
Savings Bank was subject to similar influences. This
division of an organically interdependent banking



3. Pres vsechna opatfeni k posfleni socia-
listického charakteru banky (je tfeba po pravdé
uvést, ze v dusledku urcité administrativni
zdatnosti a ukdznénosti bankovnich dredniktd byla
SBCS v fadé oblastf jako rozvoj iniciativy, vyrobni
porady apod. ddvdna za vzor) se ve Statni bance
podafilo udrzet jakési ostrivky normdlnosti, které
postupné sehrdly vyznamnou roli pfi formovani
bankovniho systému. Napt.:

e urcity pocet lidi pravidelné vyjizdél sluzebné do
zahrani¢f a zprostfedkoval ve vétsim ¢i mensim
rozsahu kontakt se standardnim bankovnictvim;
cestovni zprdvy a jiné formy zprostfedkovani
informaci pomdhaly udrzet alespori minimalnf
hladinu znalosti o vyvoji bankovnictvi
v zahranicf.

¢ v bance se porddala fada odbornych semindr
a dalsich akcf, jejichz napln se vyrazné svou
drovni lisila od standardnich akcf; touto formou
se Sifily napf. znalosti ekonometrie, dalsich
modernich  ekonomickych teorif, prdce
s vypocetni technikou apod. Zndmé byly napr.
tzv. ekonometrické seminare, které po skrom-
nych zacatcich ziskaly zna¢nou popularitu
i mimo banku. Oficidlni férum témto akcim
poskytla organizace tehdejsi védecko-technické
spolec¢nosti. Tato spole¢nost ke konci hodno-
ceného obdobi zacala pofddat i odborné
zdjezdy do zahrani¢nich bank (SRN, Francie,
Rakousko a dal3f). Rada lidi se tak dostala do
primého kontaktu se zahrani¢nim
bankovnictvim, coz pfisun informacf velice zin-
tenzivnilo.

* na bdzi ekonometrickych semindft i jinym zpu-
sobem (vyzkumné prdce apod.) vznikla fada
studijnich materidlt, nékdy velmi solidnf
odborné drovné a s nestandardnim obsahem.
| touto formou se obohacovala obecnd kvali-
fika¢nf droven.

e Statnf banka poskytla moznost zaméstnani radé
lidf, ktefi by jinde méli daleko mensi moZznosti
uplatnént. Jejich pfinos pro odborny rust jejich

spolupracovnikti i pozdéjsi transformaci banky
byl znacny.

e moderné&jsi piistup k bankovni latce se stdle vice
objevoval i v odborném skolenf; jednalo se

sector into an officially planned collection of
deposits and their redistribution into the economy
through a credit plan was one of the worst
consequences of the creation of a unitary CSSB.

3. Despite all measures taken to increase the bank’s
socialist character (it must be admitted that, as a
result of a certain administrative adroitness and
discipline on the part of the Bank officials in areas
such as development of ideas or production
meetings, the CSSB was often held up as an
example), the State Bank managed to retain a few
“islands of normality” which gradually came to play

an important role in shaping the banking system. For
example:

e A certain number of people regularly travelled
abroad in the course of their duties and to a
greater or lesser degree provided contact with
standard banking; trip reports and vehicles for the
dissemination of information helped to maintain
at least a minimum level of knowledge of the
development of banking abroad.

e A number of professional seminars and other
events were held at the Bank whose quality was
well beyond that available elsewhere. Knowledge
of econometrics, other modern economic
theories, work with computers and the like was
disseminated in this way. After modest
beginnings, for example, the famous econometric
seminars became quite popular even beyond the
confines of the Bank. The official forum for these
events was provided by the “scientific-technical
society” of the time. Toward the end of the period
in question this society also began to organise
professional excursions to banks abroad (in West
Germany, France, Austria etc.). In this way many
people acquired direct contact with banking in
other countries, which greatly intensified the
transfer of information.

® On the basis of the econometric seminars and in
other ways (research, etc.), a number of studies
came into being, sometimes of a quite respectable
professional level and of exceptional content. The
general skill level was improved in this way as
well.

e The State Bank provided employment to a number
of people who would have had much less
favourable opportunities elsewhere. These
individuals contributed greatly to the professional
development of their colleagues and to the later
transformation of the Bank.
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zejména o teoretickd témata jako ménova prob-
lematika, matematika v ekonomické praxi apod.
Lze fici, ze celkovy systém skoleni ve Statnf
bance se postupné dostdval na stdle vyssi
uroven (pfimérené celkovym podminkdm,
moznostem a srovndni s okolim) jak co do
obsahu, tak co do didaktickych metod.

4. Pozitivné Ize hodnotit profil SBCS ve srovnanf
s obdobnymi bankami zemi vychodniho bloku,
zejména pak s Gosbankem SSSR. Vyznamnéjsf
byla ptedeviim role SBCS v devizové oblasti. Jeji
zplsob sledovdn( devizového hospodarstvi statu se
v mnohém blizil standardu poZadovanému
Mezindrodnim ménovym fondem.

Je nepochybné& i plodem dsilf SBCS v devizové
oblasti, ze konkrétnf vysledky, zejména vyvoj zad-
luzenosti vaci zahranicf, byly lepsi nez v ostatnich
zemich s direktivnim planovanim. Zcela origindl-
nim pokusem o konfrontaci ménového pohledu
s pldanem byl systém ménového pldnovani (viz
ddle). V diskusich na toto téma bylo obtizné vést
interakci, ponévadz napf. v rustiné chybél
adekvétni termin. SBCS se také jako jedna
z prvnich zbavila nékterych banalit, které jinde
dlouho prezivaly, jako je napf. sestavovani, rozpis
a kontrola jednotlivych polozek pokladniho planu
aZ na uroven pobocek (tzv. agenda EPO), coz bylo
napf. v SSSR az do konce 80. let povazovano za

vvvvvv

nejdulezitéjsi agendu banky.

11. Situace na jednotlivych dsecich banky

1. Profil banky jako statni kontrolni instituce
gradoval v 50. letech. ,Nejcistsimi” projevy
tohoto pojeti funkce banky byly napf. kontrola
mezd, prakticky administrativni potvrzovanf
pfiméfenosti mzdového vyvoje a oprdvnénosti
vyplat, kontrola investi¢nf vystavby véetné cenové
kontroly, kde zplisob prdce a jeji chdpani mohlo
byt provozovdno kterymkoliv jinym dradem,
rozpis a kontrola polozek pokladniho planu apod.
Rozvijeni kontrolni funkce banky vyvrcholilo
v r. 1956 pozadavkem na kontrolu podnikovych
plant, i kdyz se pozdéji ukdzalo, Ze tuto aktivitu
|ze pojmout jako konfrontaci pldni s ménovymi
pozadavky a jako pokus o samostatny pohled
banky na podnikové plany. Vseobecné lze uvést,
Ze castec¢né uchovdni charakteru prdace banky ci
naopak vzddleni prdace od jejtho plvodniho
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e A more modern approach to the material of
banking appeared with increasing frequency in
professional training as well, with such theoretical
topics as monetary issues, mathematics for
economists and the like being covered. Indeed,
the quality of the State Bank’s entire training
system rose steadily (taking account of overall
circumstances and opportunities and in
comparison with its surroundings) in terms of both
content and teaching methods.

4. The profile of the CSSB can be evaluated
positively in comparison with analogous banks in
other east-bloc countries, and especially with the
Gosbank of the USSR. In the foreign exchange area
in particular the CSSB's role was more important. In
many ways, the Bank’s methods of monitoring the
state’s foreign exchange management were close to
the standards required by the International Monetary
Fund.

The fact that specific results, in particular in the area
of foreign debt, compared favourably with those of
other countries with centrally planned economies
was also doubtless a fruit of the CSSB’s efforts. The
system of monetary planning was an altogether
original attempt to apply a monetary perspective to
the plan (see below). Exchanges on this subject were
difficult due to the lack of applicable terminology in
Russian and other languages of the eastern bloc. The
CSSB was also one of the first to rid itself of certain
banalities which survived much later elsewhere, for
example formulation, recording and auditing of each
item of the treasury plan down to the branch office
level (the “EPO agenda”), which in the USSR was
considered the bank’s most important task into the
late 1980s.

Il. The situation in various departments of the Bank

1. The Bank’s role as a state oversight institution
was at its peak in the 1950s. The “purest” expression
of this conception of the Bank'’s function was in areas
such as wage controls, in practice administrative
confirmation of the appropriateness of changing
wage levels and the justification of salaries; auditing
of capital investments including price monitoring,
where work methods and concepts could have been
carried out by any other agency; listing and auditing
of treasury plan items, etc. The Bank’s oversight
function was most highly developed in 1956 when it
was required to audit enterprise plans, although it
was found later that this activity could be conceived
as a confrontation of these plans with monetary
requirements, and as an attempt at an independent
view of the enterprise plans by the Bank. In general,



smyslu bylo na jednotlivych dUsecich ¢innosti
banky rozdilné.

2. Na nékolika pracovistich dstfedi banky,
zejména pak v tzv. spravé planovaci a ekonomické
(pozdéji rtizné rozdélované ¢i naopak soustfedu-
jict tzv. ,svodné” cinnosti) se provadély ¢innosti
které zfetelné navazovaly na ¢innost byvalé emisn{
banky (resp. jeji ekonomické ¢asti, jinak emisnfi
banka Zila spi¥ v tradici technické stranky pohybu
obéziva). Tato kontinuita byla dtrazné popirdna,
stejné jako se zavedly nové ndzvy utvart podle
sovétského vzoru. Usek byl ruskym terminem
oznacovan jako ,svodny” a jeho odlisnost od pra-
covist, zabyvajicich se prevdzné podniky i
odvétvimi, byla vysvétlovdna tim, ze se zabyva
celostatnimi tdaji. Pfesto v ramci tohoto Useku
pracovaly dtvary (metodicky odbor, pozdéjsi
odbor ménového planu), které se zabyvaly i Sirsimi
souvislostmi své prace a dokdzaly, Ze v jejich ¢in-
nosti postupné silila c¢innost, blizici se cinnosti
standardnich ménovych instituci. Z tohoto zakladu
se posléze dokdzaly vygenerovat i podnéty
k prvnimu i druhému pokusu o bankovnf reformu.
Podobnd situace byla i na zahrani¢nim udseku, kde
napf. i prevzetf tzv. devizové regulace po r. 1968
jako typicky pldnovactho, pfidélovaciho systému
bylo vyuzito k zesilenf vlivu banky na devizové
hospodarstvi a pozdéji k polozeni zakladu insti-
tuce tzv. devizové ndvratnych Gvéra.

Od r. 1960 byla toto ,svodnd” cast banky pro-
taZzena az na droven okrest, kde vznikly tzv.
souhrnné odbory. Potifeba jejich vzniku byla
vyvoldna snahou obstardvat celookresni tidaje pro
potfebu stranickych orgdnti, coz byla zpocatku
jejich prevazujici ndpln. Tyto ttvary byly postupné
vedeny k SirSimu  ndrodohospodarskému
a ménovému pohledu a vyrostla v nich fada pra-
covniku, ktefi se posléze dobre uplatnili pfi trans-
formaci banky.

Lze konstatovat, ze ,souhrnnd” cast banky byla
jednim ze zdroju reformnich postojti a jejf roli lze
hodnotit kdyZ ne tplné pozitivné, tak alespon neu-
tralné.

3. Cést banky, kde vizudlné nejvic prezivala
podoba normdlni banky, byl tzv. provozni usek.
Zarazovala se sem pracovisté platebniho a zucto-
vaciho styku, vedenf Gctu, ucetnictvi banky, zpra-
covani hotovych penéz, tj. pokladny, sménarny,
trezory a pocitarny. Vedle uchovani urcitych
dovednosti a znalostf, nezbytnych i pro pozdéjsf

the partial preservation of the nature of the Bank’s
work, or conversely the extent of the work’s
divergence from its original purpose, differed in
various areas of the Bank’s activity.

2. In several sections of the Bank’s central office,
especially in the so-called planning and economic
administration (later divided in various ways, or
conversely once again gathering the so-called
“convergent” activities), operations were undertaken
which were a visible continuation of the activities of
the former central bank (or of its economic section;
otherwise the central bank lived on more in the
traditions of the technical side of currency
circulation). This continuity was strongly denied, just
as new department names were introdced on the
Soviet model. The section was designated
“convergent” (svodny) according to the Russian
term, and its difference from the offices dealing
mainly with enterprises or industries was expressed
in terms of its responsibility for data regarding the
country as a whole. Nevertheless, this section
comprised the work of organisational units (the
Office of Methodology, later the Office for the
Monetary Plan) which addressed the broader
significance of their work and demonstrated that
activities approaching those of standard monetary
institutions were gradually gaining in importance.
Ideas for the first and second bank reforms were later
drawn from this basis. The situation was similar in
the Foreign Section, where even the institution of
“foreign exchange regulation” after 1968 as a typical
planning and allocation system was used to bolster
the Bank’s influence on foreign exchange
management and later to lay the foundations of the
institution of “foreign exchange return credits”.

From 1960 onwards this “convergent” part of the
Bank was extended to the district level, where
“comprehensive” offices were set up. The need for
these offices was the result of efforts to gather data for
entire districts for the requirements of state
authorities, and this task constituted the bulk of their
work at first. These offices gradually attained a
broader macroeconomic and monetary perspective,
and many of their employees later played important
parts in the transformation of the Bank.

The “comprehensive” part of the Bank may be
considered one of the sources of reform-mindedness,
and though its role may not have been altogether
positive, it was at least neutral.

3. The part of the Bank in which at least the visual
appearance of a normal bank survived to the greatest
degree was the “Operations Section”. This included
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transformované  bankovnictvi,  soustfedoval
provozni Usek znac¢ny pocet lidf, kterym byla
vlastni preciznost, smysl pro odpovédnost, poc-
tivost a prestizni vztah k profesiondlnimu poradku.
Konkrétnost ukont, které se provadély na tomto
useku, bylo jen velmi tézko obalit ideologif ¢i kon-
junkturdInf frazeologif. | proto lze fici, Ze tento
usek byl nejméné zasazen politickym vlivem
a zachoval si odbornou podobu. Je to pocho-
pitelné i tim, Ze fadovi, postupem nemotivovani
pracovnici (¢i spi$ pracovnice) provozu neméli
zdaleka takovou potfebu se politicky angazovat
jako jejich kolegové na tzv. ,ekonomickych”
usecich.

4. Podle mého soudu nejvétsi rozklad ptivodniho
smyslu bankovni ¢innosti nastal v tvérovém kon-
taktu s klientelou. Z dvérového dseku se postupné
vytrdcel plvodni smysl aktivity, z Gvéru se stala
rozepisovand slozka statntho pldnu. Formdlnfi
vyraz dostal tento fakt v existenci tzv. tvérovych
limitQi, jejichz dostatek ¢i nedostatek byl jedinym
kritériem pro poskytnuti ¢i neposkytnuti Gvéru.
Uvérem byly formalné vybilancovany plény pod-
nikd v polozkdch financovdni obéznych
prostfedki a financovani investic, kde vlastni
zdroje podnikd, které mély prijit ze stdtniho
rozpoc¢tu, byly ¢fm dél tim vic nahrazovdny
Uvérem a to v mife imérné momentdlnimu poméru
sil mezi ministerstvem financi a SBCS.

Dluzno uvést, Ze provoznf tvér v podnicich ziska-
val ¢im dal tim vic charakter trvalého dvéru na
doplnénf obéznych prostiedkt a ztracel charakter
Uvéru svazaného s konkrétnimi hmotnymi
transakcemi. Z této situace se zrodil tzv. Gvér na
trvale se obracejici zdsoby.

Do prdce tvérovych pracovniki se ¢fim ddl tim vic
dostavaly cisté kontrolnf prvky. Priklady takovych
kontrolnich aktivit mohou byt napf. pozadavky
jako kontrola exportnich skladu, kontrola vyfi-
zovanfi reklamacf z exportu, uvoliiovani prostredku
na generdlni opravy, kontrola ,zavddéni” tech-
nického rozvoje apod. V disledku toho se ¢im dal
vic cenily a dostdvaly na predni misto jednotlivé
zprdvy o vyrobnich potizich, o materidlovych
problémech, o kapacitnich omezenich apod. Své
misto mély i zpravy o zdvazcich podnikt, podilu
zmetkll na vyrobé apod. Obdobné to bylo na
urovni VHJ a resort.
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the offices dealing with payments and settlements,
accounts, the Bank’s bookkeeping and cash
processing (teller desks, exchange offices, vaults and
counting-houses). Besides the retention of certain
skills and knowledge which would be required for
the subsequent transformation of the banking sector,
the Operations Section also gathered together a
number of people characterised by a high level of
precision, responsibility, honesty and
professionalism. The tangible nature of the activities
carried out in this section made it much less
susceptible to ideological interpretation or the
currently fashionable phraseology. For this reason as
well the section can be said to have been less
affected by political influences and to have
maintained its professionalism. This can also be
explained by the fact that its rank-and-file workers,
mostly women, little motivated by the procedures
applied, had a much lesser need to become involved
in political matters than their colleagues in the so-
called “economic” sections.

4. In my opinion the greatest divergence from the
original sense of banking activity took place in the
area of lending to clients. The Credit Section
gradually lost the original purpose of its activity, and
credit became a detailed elaboration of an item in
the state plan. This fact was expressed formally in the
existence of “credit limits”, whose sufficiency or
insufficiency became the sole criterion for approving
or refusing a loan application. Credits were used to
achieve formal balance of the circulating capital and
investment financing elements of enterprise plans;
credit was increasingly used as a substitute for the
enterprises’ own funds (which were supposed to
come from the state budget) in proportion to the
momentary balance of power between the Ministry
of Finance and the CSSB.

It must be noted that operating credit in the
enterprises increasingly acquired the character of a
permanent supplement to operating capital and lost
the character of credit associated with specific
material transactions. This situation resulted in the
introduction of so-called “credit for continually
circulating stocks”.

Elements of a purely supervisory nature increasingly
obtruded on the work of the credit managers. These
supervisory tasks included auditing export
warehouses, auditing the processing of export refund
requests, allocation of funds for general repairs,
auditing of the “implementation” of technical
improvements, etc. As a result, particular reports on
production problems, supply difficulties, capacity
limits and the like took on an ever greater



5. V_dzemnim pohledu Ize konstatovat, zZe
pobocky tehdejsi SBCS pracovaly v nejuzsi zavis-
losti na stranickych orgdnech. Bylo to hlavné
proto, e pro vedeni okresnich vyborti KSC byla
banka nejpohotovéjsim a nejspolehlivéjsim zdro-
jem informaci a to jak ,celookresnich” (zvlast po
zfizenf uz jmenovanych souhrnnych odbort), tak
i o jednotlivych podnicich. Na fadé okresti bylo
spojeni banky s organy KSC posileno i tim, Ze
feditelé banky byli ,ex oficio” ¢leny predsednictva
OV KSC a nékdy zfskali touto cestou znaény vliv.
Bylo uz véci osobntho postoje feditele, zda tohoto
vlivu vyuzil k posfleni postaveni banky v okrese,
nebo zda se spi$ vnimal jako exponent okresnich
orgdnti v bance.

Lze konstatovat, Ze smérem nahoru ve strukturdch
banky osobni spojenf se stranickymi organy spfs
slablo. Tyto orgdny uz mély dalsi zdroje informacf
i vlastni apardt a na drovni Ustfedf byl kontakt ,na
UV” spi§ vysadou vyssich funkcionditi banky ¢i
jejich stranickych organizacf.

6. Zcela specifickou kapitolou ve vyvoji SBCS,
kterd by zifejmé zaslouzila Sirsi rozpracovanf, byla
agenda devizovych pfislibi. Tato zdlezitost
pridélovani deviz pro soukromé cesty obc¢anli na
jedné strané znac¢né zvysila vliv banky, na druhé
strané vSak poskodila jeji mordlni kredit. Byla zde
snaha zfskdvat devizy, svého casu nejlzkopro-
filovéjsi zbozi, i za cenu Uplatkli ¢i riznych protis-
luzeb, coZ se samozfejmé znacné zvelicovalo
a pausalizovalo zejména zdsluhou rtznych
,Obstaravacll”, ktefi se na véci priZivovali.

Jako negativnf vidim hlavné to, Ze pres tuto agendu
doslo k uzsimu propojeni banky s orgdny
Bezpecnosti (vyjezdni dolozky, dGcast v komisich
apod.). Neodpustitelnou chybou bylo to, Ze se
nepodafilo prosadit vybirdni tzv. pfirdzky na
rozvoj cestovniho ruchu mimo banku. Soucet
uredniho kurzu a zminéné prirdzky byl vniman
automaticky jako fakticky kurz a jako takovy byl
pouzivdn na ¢erném trhu. Po r. 1989 byl na této
bdzi stanoven kurz koruny, ktera timto lapsem byla
dramaticky znehodnocena.

111. NejduleZitéjsi momenty vyvoje
1. Rokem 1950 byla nastartovdna témér

Ctyficetiletd éra prfemény banky na ¢dst statniho
kontrolniho apardtu. Zmény nastaly s plnou vehe-

significance. Attention was also given to reports on
enterprise liabilities, product reject rates and the like.
The situation was similar at the level of “economic
production units” and ministries.

5. Geographically, the branch offices of the CSSB
of the time were highly dependent on Party
authorities. This was mainly because, for the
leadership of district Communist Party committees,
the Bank was the most ready and reliable source of
information, both on a “district-wide” basis
(especially after the comprehensive offices
mentioned above were set up) and on individual
enterprises. In many districts, the connection
between the Bank and Party authorities was
strengthened because the Bank’s managers were “ex
officio” members of the Party district committee
governing board and sometimes acquired
considerable influence in this fashion. It was a matter
of the manager’s personal stance whether he used
this influence to strengthen the Bank's standing in the
district or whether he regarded himself rather as an
agent of the district authorities within the Bank.

In general the degree of connection with Party
authorities tended to decline as one moved higher in
the structure of the Bank. The Party authorities at this
level had different sources of information and their
own staff, and at Bank headquarters contacts at the
Central Committee tended to be a privilege of the
Bank’s highest officials or of their Party organisations.

6. The foreign currency commitment programme
was a very specific chapter in the CSSB’s history, one

that deserves to be examined in greater depth. One
the one hand, the allocation of foreign exchange for
individuals’ private travel markedly increased the
Bank’s influence; on the other hand it served to
discredit the Bank morally. There were efforts to
obtain foreign currency, the least readily available
good at the time, through bribery or illicit favours;
such incidents were naturally much exaggerated and
generalised, especially due to the activity of various
“procurers” who supplemented their incomes in this
way.

| see the main negative effect of this situation in the
manner in which this programme led to closer
interconnection between the bank and Security
authorities (exit visas, sitting on committees, etc.). It
was an unforgiveable mistake not to see to it that the
so-called tourism development surcharge was
collected outside the Bank. The sum of the official
exchange rate and this surcharge was naturally
perceived as the de facto exchange rate and was
used as such on the black market. After 1989 the
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menci a béhem 50. let nabyvaly na durazu.
V prubéhu dalsich let doslo k fadé opatrent, ktera
méla uz malokdy negativni dopad, vétSina méla
dopad neutrdlni a fada z nich dokonce pozitivnf,
jak se ukdzalo v dalsi perspektivé.

2. Ménovd reforma v r. 1953

V roce 1953 doslo k velké zatézkdavaci zkousce
nové SBCS v podobé tehdejsi ménové reformy,
ktera méla byt definitivni ndpravou rozvrdcené
mény a ukoncenim vdle¢ného Iistkového
hospodarstvi. PrestoZze fada kroku reformy a jeji
technické provedeni bylo zaloZeno na duvére
v bankovni dfedniky a byla velmi malo chranéna,
probéhla vyména penéz bez vétsich poruch. Bylo
to nepochybné i proto, e tfednici tehdejsi SBCS,
pochdzejici z byvalych bank, méli potfebnou
odbornou zdatnost i mordlni profil a zdar reformy
byl pro né i vécf osobni prestize.

3. Redukce Investi¢ni banky

Podle sovétského modelu fungovala zpocdtku
vedle SBCS Investi¢ni banka jako tstav pro finan-
covani stavebnich organizaci a pro kontrolu
uvolnovani prostfedkt na investice a generdlni
opravy. V rukou Investi¢nf banky se tak soustredil
statni dozor nad celou investi¢ni vystavbou.
Prevazovalo cisté technické posouzenf pfipravy,
realizace i fakturovdni investi¢nich doddvek.
Investicni banka se vybavila pocetnym Stdbem
technickych pracovnikt, jejichz ambice pred-
stavovala snaha prevysit podnikové techniky ve
znalosti predpistl i technologie vystavby.

Jak uz bylo vyse uvedeno, nékteré prvky byly pos-
tupné predany do SBCS. Jednalo se o financovanf
a kontrolu generdlnich oprav a financovanf
,malého” stavebnictvi, tzn. okresnich stavebnich
podnik.

V r. 1958 prakticky az na nepatrnou rezidudInf
agendu (cenné papiry) zanikla Investi¢ni banka
a cely blok kontrolnf ¢innosti v oblasti investic
presel na SBCS. Tim se zesilila kontrolni role SBCS
a jeji vnimanfi jako dozorctho dradu. Lze vsak vidét
pozitivni pfinos v tom, ze podniky zacaly byt
vnimdny komplexné v celé si¥i své ekonomiky a ze
se ponékud oslabilo striktni oddélenf ,investi¢ni”

a ,provozn{” sféry organizaci.

4. Odpoutani SBCS od ministerstva financi
Tento krok, k némuz doslo rovnéz koncem 50. let,

|ze hodnotit jako pozitivni. Byl ddn prece jenom
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exchange rate of the koruna was established on this
basis; it was dramatically debased by this oversight.

11l. The most important aspects of development

1. A nearly forty-year era of transformation of the
Bank into part of the state control apparatus began in
1950. The changes began with full vehemence and
only grew more intense in the course of the 1950s.
In subsequent years a number of measures were
taken whose impact was only rarely negative,
usually neutral, and sometimes even positive, as later
became clear.

2. The currency reform of 1953

The CSSB’s capacities were tested to the fullest in
1953 by the currency reform, intended as the
definitive remedy for the disrupted currency which
would bring an end to the use of wartime ration
coupons. Although many steps in the reform and its
technical realisation were based on trust in Bank
officials and were only very weakly supervised, the
exchange of money took place without major
incidents. This success can be traced largely to the
fact that the CSSB officials of the time had come from
former banks and possessed the necessary
professional ability and moral character, and that the
success of the reform was a matter of personal
prestige for them.

3. The reduction of Investi¢ni banka

In accordance with the Soviet model, Investi¢ni
banka originally functioned alongside the CSSB as an
institute providing financing for construction
organisations and supervising the allocation of funds
for capital investments and large-scale overhauls.
State supervision over all infrastructure investment
was thus concentrated in the hands of Investi¢nf
banka. The preparation, execution and invoicing of
deliveries of capital goods were judged primarily on
a technical basis. Investi¢ni’ banka equipped itself
with numerous technical personnel whose ambition
was to surpass technicians in the enterprises in their
knowledge of regulations and construction
technology.

As indicated above, certain elements were gradually
transferred to the CSSB, specifically financing and
auditing of general overhauls and financing of small-
scale construction projects, i.e. of district
construction enterprises.

Investi¢ni banka practically ceased to exist, with the
exception of a vestigial securities program, and the
entire body of oversight activities in the area of



vyraz chdpanf role centrdlni banky a jeji ménové
politiky jako nezdvislé na statni exekutivé. Kladem
bylo také odpoutani od apardtu MF, vzestup role
Grednikda SBCS jako nezavislych na hierarchii min-
isterstva (v¢etné platovych relaci) a rast autority
SBCS. Predstavitelé banky se zacali zicastiovat
schizi vlady a méli vétsi prostor pro prezentaci
svych vlastnich informacf.

5. Ménovy pldn

V ndvaznosti na samostatné pusobeni SBCS se
zacalo formovat sestavovanf, predkladanf a vyhod-
noceni ménového pldnu, ktery se stal jednim z tro-
jice tzv. vrcholnych plant (statni plan, statnf
rozpocet a ménovy pldn). Prakticky vliv ménového
pldnu nelze rozhodné precenovat, ale uz sam fakt,
Ze se uznala svébytnost ,ménového” pohledu na
pldnovaci proces je vyznamny. Diskuse o pod-
nikové ekonomice se prenesla z cisté kontroly
plnénf planu na diskusi o pldnu samotném.

vy s

Ménovy pldn se dostal na kvalitativné vyssi
uroven, kdyz se v této souvislosti zacalo diskutovat
o tzv. ménovych kritériich (polovina 70. let).
Pokrok byl v tom, Ze otdzka byla kladena uz po
obecnych zdkonitostech zdravého ménového
vyvoje. Prace na ménovych kritérifich méla pozdéji
pozitivni vliv na droven ménovych analyz faktick-
ého vyvoje, mensi uzZ na samotné planovanf, tj.
transformaci kritérii do konkrétnich pldanovacich
cifer. Svlij vyznam méla i kritéria transformovana
na mikrodroven pro vyssi droven diskuse o pod-
nikovych planech. Velky vyznam méla celd véc
pro celkovou droven mysleni ,ménovych” expertt
SBCS a jejich metodicky pffstup k daldfm otdzkam.

6. Reorganizace devizové agendy
Devizové operace SBCS byly po r. 1950

soustfedény v tzv. Sprdvé operaci zahrani¢nich
(SOZA). V tomto prostoru se v podstaté udrzela
technickd ¢dst devizovych operaci a pfimérena
¢ast tehdejsi kvalifikace k této agendé.

V 60. letech byla SOZA vyclenéna a vznikla
Ceskoslovenskd obchodn( banka. Tento krok mél
svlj pozitivni aspekt jako kracek zpét k pluralizaci
bankovni soustavy, negativni vsak bylo to, Ze devi-
zové hospodarstvi bylo (jako predtim investice)
vnimano jako oddélend ¢ast ekonomiky, izolovana
od korunové oblasti a s vlastnimi pravidly.

Izolace SBCS od devizové oblasti netrvala a ani

capital investments was transferred to the CSSB. This
strengthened the CSSB’s auditing role and its image
as a supervisory authority. A benefit of the move can
nonetheless be seen in the fact that enterprises began
to be considered in a comprehensive manner across
the entire breadth of their economic activities, and
that the strict separation between the “investment”
and “operational” spheres of organisation began to
weaken somewhat.

4. The detachment of the CSSB from the Ministry of
Finance
This step, which also took place at the end of the
1950s, may be seen as a positive one. In spite of
everything it expressed an understanding of the role
of the central bank and its monetary policy as
independent of the state executive authority. Other
positive aspects included disengagement from the
Finance Ministry apparatus, an improvement in the
status of CSSB officials as independent of the
Ministry hierarchy (including the area of salaries)
and an increase in the CSSB’s authority. Bank
representatives began attending Cabinet sessions
and had greater leeway to present their own
information.

5. The monetary plan
Continuing the process begun by the autonomous

functioning of the CSSB, the formulation, submission
and evaluation of a monetary plan began to take
shape. This monetary plan became part of a triad of
“supreme plans” (the state plan, the state budget and
the monetary plan). The practical influence of the
monetary plan should not be exaggerated, but the
very fact that a specifically “monetary” aspect of the
planning process was recognised is significant.
Discussions on the economics of enterprises shifted
from simple supervision of fulfilment of the plan to
discussion of the plan itself.

The monetary plan rose to a qualitatively higher
plane when discussion turned to “monetary criteria”
in the mid-1970s. Progress was achieved in that
questions were asked regarding the general laws of
healthy monetary development. Work on the
monetary criteria was later to have a positive
influence on the level of monetary analysis of actual
developments, a lesser influence on the planning
process itself, i.e. transforming the criteria into
specific numbers in the plan. The criteria, considered
at the micro level, were also of significance in
bringing about a more sophisticated discussion of
enterprise plans. The entire issue was of great
importance for the overall level of thinking of the
CSSB’s “monetary” experts and their methodological
approach to other issues.
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nemohla trvat dlouho. V centrdle SBCS zlstalo
nékolik malo expertt pro devizovou oblast, kolem
kterych zacal rychle znovu vyrustat vlastni devi-
zovy uUsek Statni banky. Jeho ¢innost se od zacdtku
soustiedovala kolem devizového pldnu (¢dst
ménového planu), v této souvislosti i na urcitou
(Casto uspésnou) korekci inflaénich pozadavku
v devizové oblasti apod. Nastolovaly se také teo-
reticky otdzky sménitelnosti, kurzu ap.

Lze vcelku konstatovat, Ze vyvoj na tomto Useku se
ubfral pozitivnim smérem.

7. Oborovd oddéleni

Koncem 60. let vrcholil proces oddéleni
tvérovych obchodl od jejich ekonomického
smyslu a dokoncil se proces, kdy (jako na ostatnich
tzv. prufezovych orgdnech) organizace naprosto
kopirovala usporddani podnikové sféry. Obé
oblasti si vzdjemné korespondovaly nejen co do
organizace, ale i co do informacf, které mezi nimi
obihaly.

Po vzniku tzv. oborovych oddéleni existoval
v bance pro kazdou vyrobni hospodarskou jed-
notku zvlastnf dtvar, jehoz kompetence se zna¢né
krizily s kompetencemi okresnich a krajskych
fediteltl (oborova oddélenf byla prezentovdna jako
soucdst ustfedi banky). Doslo ke znac¢nému
zmatku v systému Fizeni a hlavné k tomu, ze
v kvalifikovanosti pracovnikti oborovych oddélenf
byla neimérné cenéna znalost vyloZzené technick-
ych a technologickych podrobnosti z ¢innosti pod-
niku.

8. Bankovni reforma 1968-69

V ndvaznosti na pohyb ve spolecnosti pocdtkem
roku 1968 se objevil i pokus o reformu nékterych
prvkl v Ceskoslovenském bankovnictvi. Ptvodné
se pocitalo jen s vytvofenim jakéhosi simulo-
vaného modelu uvnitf jednotné SBCS, kdy
,svodné” dtvary by hrdly roli emisni banky
a ,odvétvové” utvary by prevzaly roli komerc¢nf
banky.

Postupné prace nabyvaly na intenzité a zabér se
rozsitil tak, Ze se zacaly vytvdret misto vnitfnich
vazeb samostatné banky.
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6. Re-organisation of the foreign exchange
programme

The CSSB’s foreign exchange operations after
1950 were concentrated in the so-called Foreign
Operations  Administration  (SOZA). The
technical portion of foreign exchange operations
and a proportional part of the available pool of
skills in the field was essentially conserved in this
office.

In the 1960s SOZA was made independent with
the creation of Ceskoslovenskd obchodni banka.
This measure had its positive aspect as a step back
in the direction of pluralisation of the banking
system, but also negative aspects in that foreign
exchange management was now perceived (as
capital investments had previously been) as a
separate part of the economy, isolated from the
domestic-currency area and following its own
rules.

The CSSB’s isolation from the foreign exchange
sphere did not last long, nor could it have. A few
foreign exchange experts remained at Bank
headquarters; these rapidly became the nucleus of a
new State Bank foreign exchange section. From the
beginning its activities were focused on the foreign
exchange plan (part of the monetary plan), and by
implication on corrective measures (often successful)
against inflationary tendencies in the foreign
exchange sphere, etc. Theoretical questions
regarding convertibility, exchange rates and the like
were also brought up.

On the whole, developments in this section were on
a positive course.

7. The sectoral divisions

By the end of the 1960s the process of divergence of
credit transactions from their economic purpose was
coming to a head, accompanied by a process in
which the structure of the Bank (like that of other
“cross-sectional” organisations) came to parallel very
closely the arrangement of the enterprise sector. Not
only the structure of the two areas, but also the
information which circulated between them was in
correspondence.

After the establishment of the “sectoral divisions” the
bank included a special office for each production
economic unit; the competencies of these offices
conflicted to a marked degree with those of district
and regional managers. (The sectoral divisions were
regarded as part of the bank’s central office.)
Considerable confusion ensued in the management



Do hry bohuzel rychle a masivné vstoupila diskuse
o statopravnim uspofddani, kterd se dotkla
zejména emisni ¢asti banky. Mfsto jednotné a silné
cedulové banky zacaly formujici se sily federal-
izace povazovat za atribut suverenity vlastni
emisni banku. Vytvofilo se emisni monstrum ve
tvaru jakési pyramidy, na jejimz zdkladé staly tzv.
ndrodni banky ceskd a slovenskd, které mély na
svém Uzemi hrdt roli plnokrevnych cedulovych
bank vcetné emise hotovosti a na S$pici Statni
banka ¢s. jako federdlnf instituce, kterd méla tvofit
jakousi stfechu a ¢innost obou ndrodnich bank
koordinovat jednotnymi pravidly.

Roli komer¢ni banky méla prevzit Gvérova c&ast
SBCS, k ni# se jako ke zna¢né& masivni hmoté pfi-
dala celd technickd ¢ast SBCS vcetné pobocek
a dosavadnim aparatem.

Vzhledem k tomu, Ze v tehdejsi SBCS jesté silné
preZivala tradice byvalé Investi¢ni banky, ujal se
i pokus vzkifsit jakousi jeji obdobu.

Pokusem o reformu bankovnf soustavy se defini-
tivné vycerpal zdroj poznatku, ktery predstavovali
pracovnici byvalych bank z obdobi pred rokem
1950. Jejich vliv byl silné patrny zejména v oblasti
emisnich bank (diraz na pohyb obéziva, které
bylo chdpano jako hlavni ndstroj usmériovani
komerénich bank).

Bankovni reforma skoncila s normalizaci poméru,
i kdyz jeji myslenky a nékteré prvky nezanikly ani
v pozdéjsi dobé.

Chtél bych vyslovit ndzor, ze pokus o bankovnf
reformu 1968-9 ztroskotal ve vseobecném rozk-
ladu idei obrody spole¢nosti, vécné pak hlavné
proto, Ze do véci zasahly neblaze mocensko-poli-
tické diskuse (federalizace, ndarodnf banky), které
zastinily vécnou stranku véci, dale pak nekom-
plexni a zastaralé predstavy o emisni c¢innosti
(technickd stranka ndrodnich bank), nestejné
tempo pfipravy na jednotlivych usecich (lvéry)
a parcidlni zdjmy ve vytvareni novych celkd
(Investi¢ni banka).

Na druhé strané uz snaha o ndvrat k normdlnimu
systému nikdy nezanikla. Aktéfi reformy ziskali
cenné zkuSenosti a nékteré prvky prezily

system, and disproportional weight was given to
knowledge of explicitly technical and technological
details of enterprise activities among the staff of the
sectoral divisions.

8. The banking reform of 1968-69

Against the background of the social turmoil of early
1968, an attempt was made to reform certain
elements of the Czechoslovak banking sector.
Originally only a sort of simulated model within the
unitary CSSB was planned, in which the
“convergent” offices would play the role of central
bank and the “sectoral” offices would take over the
role of commercial banks.

The work gradually became more intensive, and its
scope expanded to embrace the creation of
independent banks rather than mere internal
connections.

Unfortunately, the discussion on the legal
structure of the state, regarding primarily the
central-bank part of the Bank, soon entered the
game in a substantial way. In place of a strong,
unified central bank, the rising advocates of
federal organisation began to consider a separate
central bank as an attribute of sovereignty.
A monstrous structure was formed with a vaguely
pyramidal shape, at the base of which stood the
so-called Czech and Slovak National Banks,
which were to play the role of full-blooded
central banks including issuance of currency on
their respecitive territories. At the peak stood the
Czechoslovak State Bank, a federal institution
which was to form a sort of umbrella over the two
national banks and co-ordinate their activities
through a common set of rules.

The lending portion of the CSSB was to take over the
role of a commercial bank, joined by the mass of the
Bank’s entire technical apparatus including branch
offices and staff.

Considering that the traditions of the former
Investi¢ni banka were still vigorous in the CSSB of
the day, an attempt was also made to revive some
form of that institution.

The store of knowledge of former employees of
pre-1950 banks was definitively exhausted by
this attempt at reform of the banking system.
Their influence was felt especially strongly in the
area of central banking (through emphasis on
currency circulation, which was understood as a
primary tool for the control of commercial
banks).
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v obnovené strukture Statni banky &s. po roce
1970.

9. Hlavni dstavy
Viditelnym vysledkem vzniku ¢&s. federace

k r. 1970 bylo ustaveni hlavnich dstavii SBCS
namisto dosavadniho asymetrického Feseni, pred-
stavujiciho komplexni oblastni ustav SBCS
v Bratislavé bez ceského ekvivalentu (teprve po
r. 1969 zacaly vznikat ndhradnf bunky typu Byra
pro fizeni stranické prdce v ceskych zemich).
Symetrizace organizace byl nepochybné klad,
i kdyZ zatim bez praktického vlivu na vécny posun
bankovnictvi.

Negativnim dusledkem bylo naopak to, ze
v Ustfednim spektru pozornosti hlavnich dstavu
méla znac¢nou vdhu obsluha ndrodnich vldd
a dalsich orgdnu.

Objektivné vzato hlavnf dstavy SBCS se ukazaly
dobrym zdkladem pro vznik budoucich bank
Komer¢ni banky a Vseobecné tverové banky, pro-
toze mély optimalni velikost a disponovaly poten-
cidlem dobre fizenych pobocek.

10. ABO

Velkou roli ve vyvoji SBCS a jejich produktt mél
systém automatizace bankovnich operaci (zkra-
cené ABO) zavedeny v roce 1982. Systém zname-
nal podstatny pokrok v nasazenf vypocetnf tech-
niky, kterd byla az dosud vyuzivdna k ad hoc eko-
nomickym vypoctum. Za rozhodujici povazuji
také to, Ze platebni a zictovaci styk se dostal na
kvalitativné vyssi produktovou droven, byl
celostdtné propojen a podstatné se zrychlil. Kolem
vypocetni techniky se soustfedil znacny kolektiv
pracovnikli a pfispélo se tak i ke zna¢nému
,odpolitizovani” banky.

11. Bankovnf reforma 1988-1989

V uvedenych letech $lo o dalsf, uceleny pokus
o reformu stylu bankovni prdce. Jako v letech
1968-9 slo nejdiiv o pokus, zavést urcité zc&dsti
simulované mechanismy uvnitf jednotné SBCS.
V dalsi fazi uz slo o pfipravu novych,
plnokrevnych bank, tvoficich uz pluralitni, dvous-
tupniovou soustavu. Ke zvratu doslo v poloviné
roku 1989.
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Bank reform ended with the “normalisation of
conditions” which set in after the Soviet invasion of
1968, although its ideas and certain elements of the
planned form survived.

I would like to express the opinion that the attempt
at banking reform of 1968-69 failed in the general
collapse of ideas for the renewal of society, more
specifically because discussions regarding power
politics (establishment of a federal structure, national
banks) overshadowed the real objective issues, and
because of incomplete and antiquated conceptions
regarding issue activities (the technical aspect of the
national banks), the uneven pace of preparations in
the various sections (lending) and vested interests in
the creation of new units (Investi¢ni banka).

On the other hand, efforts for a return to a normal
system never actually died out. The leading figures in
the reform movement had acquired valuable
experience, and certain elements survived in the
restructured Czechoslovak State Bank after 1970.

9. The Main Institutions

A visible result of the creation of the Czechoslovak
federation in 1970 was the establishment of CSSB
Main Institutions in place of the former asymmetrical
structure, in which an area office of the CSSB existed
with comprehensive responsibilities in Bratislava
without a Czech equivalent. (It was only after 1969
that substitute cells such as the Bureau for
Management of Party Work were established in the
Czech Lands.) Creation of a symmetrical structure
was undoubtedly a positive contribution, although
for the time being without any practical influence on
the objective shift in the banking sector.

A negative consequence, on the other hand, was the
fact that services to the national governments and
other administrative authorities were given
disproportionate attention by the main institutions.

Objectively speaking, the CSSB Main Institutions
were to prove a good foundation for the later
establishment of the banks Komercni banka and
Vseobecnd lverovd banka, being of the ideal size
and possessing the potential of a well managed
branch network.

10. ABO

The system of “automation of banking operations”
(ABO) introduced in 1982 had a powerful influence
on the development of the CSSB and its products.
The system meant a substantial advance in the use of
computer technology, which until then had been
used only for ad hoc economic calculations. | also



Uspéch reformy spocival samoziejmé predeviim
v tom, Ze nenastal ndvrat k dfivéjsSimu stavu, ale
trval disledny tah na transformaci a liberalizaci
ekonomiky. Jak uz bylo uvedeno, byla dal$im
zdrojem znac¢nd zkusenost z predchoziho pokusu
a nepomérné lepsi organiza¢nf struktura, pfimo
predurcujici budoucf, dvoustupnovy tvar penézni
soustavy. Rusivé naopak pusobila snaha urcitych
zdjmovych skupin zapojit se do transformace
a podilet se na ziskdnf ¢dsti sit€ dosavadnf banky.
Zejména z hlediska kontinuity bankovnich sluzeb
a udrzenf fungujictho platebniho styku bylo dobre,
Ze se vznik dalsich bank odsunul az na dobu, kdy
uz bylo jisté, ze cely systém bude alespon zhruba
fungovat.

Hlavnf pozitivni faktor byl v tom, Ze vznik novych
Ustavl se uz neopiral o vzpominky pamétniku, ale
o celkem ucelenou predstavu o fungovanf
bankovni soustavy v zahrani¢f, navazujici na
osobni zkuSenost a pomérné solidni pfsemnou
dokumentaci a literaturu.

Podrobné zhodnoceni vyvoje bankovni soustavy
po 1. 1. 1990 uz neni predmétem tohoto
piispévku.

consider it crucial that payments and settlements
reached a qualitatively higher product level, were
interconnected across the entire country and became
substantially faster. A notable team of employees
was gathered around computer technology,
contributing to a significant “depoliticisation” of the
Bank.

11. The banking reform of 1988-1989

Another comprehensive effort at reform of the style
of banking work took place in 1988 and 1989. As in
1968-69, the reform began with an attempt to
introduce certain partially simulated mechanisms
within the unitary CSSB. In a later stage, preparations
were made for setting up new, full-blooded banks
now comprising a pluralistic, two-level system. The
turning point came in mid-1989.

The success of the reform was naturally due mainly
to the fact that there was no return to a former stage,
but rather a continuing, thoroughgoing effort was
made to transform and liberalise the economy. As
indicated above, experience gained during the
previous reform also contributed, along with an
incomparably better organisational structure which
gave rise directly to the future two-level structure of
the monetary system. A disruptive factor, on the
other hand, was the attempt by certain interest
groups to take part in the transformation and gain a
share in the existing Bank’s network. Especially with
regard to the continuity of banking services and
maintenance of a functioning payments system, it
was fortunate that the creation of new banks was
postponed until it had become certain that the entire
system would work, at least in rough outline.

A very important positive factor was that the creation
of new institutions no longer depended on the
memories of older staff members, but rather on an
integrated conception of how the banking system
worked in other countries based on personal
experience and  relatively  solid  written
documentation and literature.

A detailed assessment of the development of the

banking system after 1 January 1990 is beyond the
scope of this paper.
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Inflace a nezdvislost centrdlni banky -
mdme a muZeme uZ mit néjaké zkusenosti
i v Ceské republice?

Inflation and Central Bank Independence
- Do We and Can We Have Experience in
the Czech Republic?

Ing. Jiri PospiSil, CSc.
Ceskd ndrodni banka

Zvysovani nezavislosti centrdlnich bank v posled-
nich letech md znacnou podporu

Nezavislost centrdIni banky (CB) se v uplynulych
letech stala pevnou soucdsti ekonomického
vyzkumu. Slo hlavné o reakci na vieobecné vyssf
uroven inflace v 80. letech a na to, Ze tento vazny
hospodarsky problém 80. let nebyl ve vsech zemich
stejné intenzivni (mifra inflace byla v rdznych
zemich na rozdilné drovni) a v nékterych zemich
ickd pozorovdni ukdzala na pozitivni vztah mezi
nizsi inflaci a nezavislosti CB (napf. Cukierman
1992). Navic empirické vysledky potvrdily, Ze
zlepseny vyvoj inflace neni na vrub nizsiho rlstu
v dlouhém obdobf (napt. Alesina, Summers 1993
nebo Grilli, Masciandaro, Tabellini 1991). Zd4 se,
Ze i v praxi vyhrdl zavér o prospésnosti nezdvislosti
CB a jejim pozitivnim vlivu na droven inflace.
Potvrzuje to fakt, Ze fada zemfi ndsledné
(v devadesdtych letech) posilila nezavislost svych
CB.

Zkusenost hyperinflace vedla po Il. svétové vdlce
k prdvni dpravé postaveni némecké Bundesbanky
jako na vladé nezavislé CB a jeji Uspésna politika
pak ke konstituovanf této nezavislosti i de facto
(zfskdnfm dlvéry a podpory vefejnosti). Tento ,pro-
totyp” nezdvislosti (nazvéme ho némeckym) dnes
vyznamné ovliviiuje formovani budouci centrdlnf
evropské banky i postaveni ndrodnich CB
v zemich, které se stanou cleny pripravované
ménové unie. Vedle této formy nezdvislosti
(zdkonem vymezend nezdvislost), kterd se ziejmé
prosadi v Evropé, se zejména v anglosaskych
zemich zacaly hledat a pfip. objevovat i jiné formy:
kontrahovand nezdvislost, spocivajici na kontraktu
mezi CB a vlddou s jasnou kondicionalitou (Novy
Zéland) nebo na delegovani vymezené samostat-
nosti CB vladou (resp. min. financi) a vefejném
zdvazku vlady tuto samostatnost respektovat (a to
i pri formalnf - legislativni podfizenosti CB vladé ci
min. financf, coz je napf. pfipad Kanady). Vedle
toho existuji ,jemnéjsi” formy zvysovani nezdvis-
losti CB, kladouci ndrok na ,ex post” vefejnou kon-

Jifi Pospisil
Czech National Bank

In recent years there has been considerable
support for increasing central bank independence

The independence of central banks (CBs) has
become a firm part of economic research in recent
years. This has mainly been in reaction to the
serious economic problem of generally high
inflation in the 1980s and to the observation that
the problem was not equally intense in all
countries (i.e. the inflation rate varied from
country to country), and that certain countries
dealt with the problem more successfully than
others. A number of theoretical works and
empirical observations have indicated a positive
relationship between low inflation and CB
independence  (e.g.  Cukierman 1992).
Furthermore, empirical results have confirmed
that lower inflation need not come at the expense
of lower growth in the long term (e.g. Alesina,
Summers 1993 or Grilli, Masciandaro, Tabellini
1991). The conclusion that an independent CB is
salutary and has a favourable effect on the rate of
inflation appears to have prevailed in practice as
well, as a number of countries have subsequently
(in the 1990s) strengthened the independence of
their CBs.

The experience of hyperinflation led after World
War Il to legislation establishing the German
Bundesbank as a CB independent of the
Government; its successful policies served to confirm
this independence de facto by ensuring public
confidence and support. This “prototype” of
independence - we shall call it the German model -
today has a significant influence on the creation of
the future European central bank and on the standing
of national CBs in the countries which will become
members of the future monetary union. Besides this
form of independence prescribed by law, which will
apparently prevail in Europe, other forms have been
sought and to some extent found primarily in the
English-speaking world. Independence may be
contractual, consisting of a contract with clear
conditions between the CB and the Government
(New Zealand), or limited independence may be
delegated by the Government (or the Ministry of
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frontaci stanovisek centrdlni banky a vlddy (min.
financf), které je formdlné podfizena (napr. Bank of
England).

Tyto rozdilné formy lze povaZzovat spiSe za
dtsledek existujicich zdkont a tradice a do
budoucna Ize predpokladat konvergenci vsech
téchto forem. Podstatné je to, Ze obecné dochazf
k posilovani nezdvislosti centrdlnich bank.

Postaveni centralni banky zretelné ovlivriuje vyz-
nam, ktery je prikladan ménové stabilité

Tento vyvoj md zdd se svou jasnou logiku. Celd his-
torie penéz (a to nejen novodobd) je historif ttoku
proti jejich stabilité. Témto dtokdm se nevyhnula
ani obdobf historie s obéhem kovovych penéz. Tim
spise k tomu dochdzelo pozdéji, kdyz se objevily
papirové mény. Konstituovani centrdlnich bank
jako soukromych akciovych spole¢nosti, nebo
celondrodnich instituci podfizenych verejné
demokratické kontrole zainteresovanych stran (za
coz lze povazovat FED s celou jeho kompliko-
vanou, dnes uz zna¢né formalizovanou strukturou
formovani politiky) bylo vlastné urcitou snahou
o instituciondInf zajisténf stability mén. Postupné
zvysovani Ulohy stitu v ekonomice, vyplyvajici ze
snahy o vétsi prosperitu a ekonomicky rust a tedy
i nartistani vyznamu hospodarské politiky (zejména
od 30. let) vedlo nesporné i k orientaci CB timto
smérem a projevilo se i rychlejsim rtstem inflace
proti predchozim stoletrm. K rustu vyznamu
nezdvislosti CB vedle tGspésnosti Bundesbanky pris-
péla v 80. letech liberalizace a deregulace,
v dusledku toho rust finan¢nich trhd a jejich glob-
alizace, zvysujici radové citlivost ndrodnich
ekonomik na kapitdlové pohyby. Nezavislost CB
zacala byt finan¢nimi trhy vnimdna jako protipdl
moznosti volby mezi inflaci a jinymi prioritami
ndrodnich hospodarskych politik (rust a zamést-
nanost v kratkém obdobf) zejména v souvislosti
s politickym cyklem.

Nd&s narodnfi prispévek k diskusi o nezavislosti
centrdlni banky je objektivné skromny

Historie Narodni banky Ceskoslovenské, i kdy7 ji
budeme datovat nikoliv jejim vlastnim zalozenim,
ale zahrneme do ni'i aktivitu Bankovniho uradu, byla
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Finance) with a public commitment on the part of the
Government to respect this independence (even if
the CB remains formally and legally subordinate to
the Government or Ministry of Finance, as in
Canada). In addition there are more “moderate”
forms of increased CB independence, asserting a
claim to “ex post” public confrontation of the views
of the central bank and of the Government (or
Finance Ministry) to which it is formally subordinate
(e.g. the Bank of England).

These differing forms may be considered rather as
a consequence of existing laws and traditions, and
a convergence of these forms can be expected in
the future. The essential thing is that, in general,
the independence of central banks is being
strengthened.

The significance assigned to stability of the
currency has a visible influence on the central
bank’s status

It appears that this development has its own clear
logic. The entire history of money (and not only in
the modern era) is one of attacks on its stability. The
period of metallic money circulation was net
spared such attacks, and the later age of paper
money has been all the more subject to them. The
constitution of central banks as private corporations
or as nationwide institutions subject to public
democratic oversight by interested parties (a
category in which the Fed, with its entire
complicated, today largely formalised policy
making structure, may be considered to belong) has
in fact been a sort of attempt to create institutional
assurance of a stable currency. The gradual
increase in the state’s role in the economy, arising
out of efforts for greater prosperity and economic
growth, and the resulting increased significance of
economic policy (especially since the 1930s) has
undoubtedly led to a corresponding orientation of
CBs and has led to higher inflation than in the
previous century. Besides the success of the
Bundesbank, liberalisation and deregulation and
the consequent growth and globalisation of
financial markets, increasing the sensitivity of
national economies to capital movements by an
order of magnitude, contributed in the 1980s to
increased significance for CB independence. CB
independence began to be perceived by financial
markets as an alternative to the need to choose
between inflation fighting and other national
economic policy priorities, such as short-term
growth and employment, especially in connection
with the political cycle.



Uspésnd, ale kratka. Tézko z ni Ize i jen usuzovat na
miru nezavislosti ¢i zavislosti a vztah k jeji politice.
Zda se, ze prevazoval vliv osobnosti v jejim cele (Ci
ovliviujicich ménovou politiku) - zejména Aloise
Rasina a Karla Englise a jejich vliv v predvélecné
hospodarskeé politice, nez samotny vyznam této insti-
tuce. Tim nechci sniZovat zasluhy Ndrodni banky
Ceskoslovenské jako instituce, jen tim podtrhuji
skute¢nost, Ze bylo mdlo ¢asu na to, aby se jejf
postaveni a vliv mohl rozvinout a zfetelnéji formo-
vat.

Je asi zbyte¢né mluvit o nezdvislosti Statni banky
ceskoslovenské v povdle¢né historii do roku 1989,
nebot ta byla definovdna jako instituce zdvisld na
vladé, ale i s ohledem na potlacenou ulohu cen
v obdobf centrdlné planovaného hospodarstvf.

Zbyva novodoba historie Statni banky ¢eskosloven-
ské od roku 1989 a Ceské ndrodni banky od
rozdéleni federace. Pro néjaké zdsadni hodnocenf
tohoto také jen pétiletého obdobri je pfilis brzo.
Omezim se proto jen na nékolik postreht.

Na formovani novodobého postaveni CB
v Ceskoslovensku Ize pohlizet z hlediska jejiho
zakotveni v pravnim fadu a z hlediska jejiho
napliovani de facto. Zatimco to prvnf je v podstaté
vysledkem politického konsensu o vymezenf
zdkonného postaveni a pravomocf, to druhé je
vysledkem praktického fungovdnf, praktické poli-
tiky a dosazenych vysledkd. Druhé hledisko se vsak
tézko mulze realizovat bez naplnéni prvniho.

Z hlediska zdkona vznikla nezdvisld centrdlni
banka Ceskoslovenska az od 1. 2. 1992

Zékon ¢. 139/1989 Sb. o Statni bance ceskosloven-
ské sice jiz upravil postaveni SBCS jako Ustfednf
banky tehdy jesté Ceskoslovenské socialistické
republiky, ale jinak byl zcela poplatny systému
centrdlntho planovani (coz doklddd i to, ze jde
o zdkon ze dne 15. listopadu 1989).

" To Ize odvodit z textu paragrafu 6, kde se uvddr: ,...Statnf
orgdny statni spravy federace a republik vypracovédvd a pred-
klada vldadeé Ceskoslovenské socialistické republiky a vlade
Slovenské socialistické republiky k projedndni navrh pétiletého
a ro¢niho ménového planu...” a v paragrafu 7 ...predkldda
vlddé ... ke schvdleni ndvrh bankovni ménové politiky...”
a v dal$im odstavci ,...Podle vyvoje ndrodniho hospodarstvi

Objectively, our national contribution to the
discussion on central bank independence has been
modest

The history of the Czechoslovak National Bank, even
if we date that history not from the moment of the
Bank’s actual founding but from the preceding
activities of the Bank Bureau, was successful but
brief. It is difficult from this history to judge even its
degree of dependence or independence or the
ensuing effect on its policies. It seems that the effect
on pre-war economic policy of the personalities at
the bank’s head and of other influential figures,
especially Alois Rasin and Karel Englis, was of
greater consequence than the institution itself. In
saying this | do not wish to denigrate the
contributions of the Czechoslovak National Bank as
an institution, merely to underline the fact that there
was little time for it to develop and more clearly
shape its standing and influence.

It is presumably irrelevant to speak of the
independence of the Czechoslovak State Bank in
post-war history up to 1989, not only because the
institution was defined as subordinate to the
Government, but also because of the reduced role of
prices in the centrally planned economy.

This leaves the recent history of the Czechoslovak
State Bank from 1989 and of the Czech National
Bank since the dissolution of the Federation. It is too
early for any fundamental assessment of this period,
which has also only lasted five years so far, so | will
restrict myself to a few observations.

The process by which the CB found its place in
modern Czechoslovakia can be regarded from the
viewpoint of its status in the legal order or from the
viewpoint of its de facto position. Whereas the first
aspect is essentially the result of a political consensus
on the definition of its legal status and authority, the
second is the outcome of its practical functioning,
policies and results attained. The de facto aspect,
however, can hardly be properly evaluated without
first examining the de jure aspect.

From a legal standpoint the independent
Czechoslovak central bank did not come into being
until 1 February 1992

Although Act no. 139/1989 Coll. on the
Czechoslovak State Bank did define the CSSB as
central bank of what was still the Czechoslovak
Socialist Republic, it was otherwise entirely a
product of the system of central planning (a fact also
attested by the Act’s date of 15 November 1989).
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Text tohoto zdkona nenechdvd nikoho na pochy-
béach, jaké postaveni méla tato dstfedni banka mit."/
Z hlediska opera¢ni samostatnosti je v tomto
zdkoné fada délenych kompetenci (s ministerstvem
financi) a fada operacf byla ponechdna v pravo-
moci vlady (udstfedni banka méla pouze pravo
navrhovat).”

Proto ani neprekvapuje, Ze o oddéleni stdtnich
financi od uvéru CB se v zakonu nehovofilo vibec
a SBCS zde figurovala jen jako vykonavatel real-
izace schvdleného rozpoctu.”/

Nenf tfeba citovat dalsi pasdze zdkona ¢. 130/1989
Sb., aby bylo zfejmé, Ze tento zdkon znamenal
prakticky jen malou zménu - proti pfedchozi praxi.

Zasadni politické zmény na konci roku 1989
a priprava ekonomické reformy v roce 1990
vytvofily naléhavou potfebu nového zdkona o CB.
Tento zdkon byl pfipraven v pribéhu let 1990
a zejména v r. 1991 a vstoupil v platnost az od 1.
2. 1992. Do doby platnosti nového zakona vsak
platil zdkon predchozi a to znamend, ze CB byla
zcela podfizena vladeé.

Zé&kon ¢. 22 2 20. 12. 1991 uz jasné formuloval cfl,
postaveni i pravomoci SBCS. Tento zikon byl
pfipraven na zdkladé studia legislativy CB
v rtiznych zemich, obecné se prosazujicich trendu
a zkugenostf. Jako hlavnf cfl byla zdkonem urcena
stabilita ¢eskoslovenské mény. V ¢dsti tieti ,Vztahy
k vladdm” je poprvé v nasf historii viibec uvedena
véta ,Pfi zabezpecovani hlavniho cile (paragraf 2)

provadi Stétni banka ceskoslovenskd v rozsahu zmocnéni vla-
dou Ceskoslovenské socialistické republiky nezbytné dpravy
schvdlenych ménovych pldnt a bankovni ménové politiky”.

2/ V paragrafu 9 se napf. uvddf, ze ,...Pokud jde o stanovenf
tdrokovych sazeb z vkladu fyzickych osob u bank a spofitelen
a z pajéek ....¢inf tak spolu s federdlnim ministerstvem financf
a v dohodé s ministerstvy financi, cen a mezd republik...”
V paragrafu 11 je upraveno, Ze nejen ndvrhy zdkonnych dprav
Ceskoslovenské mény jsou predklddany SBCS (spolu s federdl-
nim ministerstvem financi) vlddé, ale i ,...ndvrhy zdsadnich
ménovych a finan¢nich opatfeni” a v dalsim odstavci je
vymezena pusobnost banky na penéznim trhu takto: ,Stitni
banka ¢eskoslovenskd spolu s federdlnfim ministerstvem financf
usmérfiuje z ménovych hledisek penézni trh ...”

3 Podle paragrafu 13: ,...SBCS odpovidd za provadéni pok-
ladniho plnénf stitntho rozpoctu federace a stétnich rozpoctu
republik...” (rozumf se i financovani pfislusného nesouladu
pfijma a vydaja v prabéhu roku, i pokud by rozpocet byl
schvdlen jako vyrovnany - to v3ak nebyl pfipad rozpoctu na rok
1990, ktery byl v ptivodnim ndvrhu schodkovy).
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The text of this law can leave no one in doubt as to
what status this central bank was to have.!

From the point of view of operational autonomy, the
law contains a number of shared competencies (with
the Ministry of Finance), and a number of operations
are left within the authority of the Government. (The
central bank merely has the authority to make
proposals.)?

It is therefore hardly surprising that the Act does not
address the separation of state finances from CB
credit at all and that the CSSB’s role is merely that of
an implementing agent of the approved budget.”/

There is no need to cite further passages from Act no.
130/1989 Coll. to make it clear that this law
represented only a very small practical change in
comparison with previous practice.

The fundamental political changes at the end of
1989 and preparations for economic reform in 1990
created an urgent need for a new law on the CB. This
law was drafted during 1990 and (especially) 1991
and took effect on 1 February 1992. Until the new
law took effect, however, the previous law remained

17" This can be surmised from the text of Section 6, which reads
in part: “The Czechoslovak State Bank, in co-operation with the
relevant state administrative authorities of the Federation and of
the Republics, shall formulate and submit for the deliberation of
the Government of the Czechoslovak Socialist Republic and to
the Government of the Slovak Socialist Republic a proposed
five-year and annual monetary plan....”, and from Section 7:
“shall submit for approval by the Government... a proposed
bank monetary policy”, and in the next paragraph: “In
accordance with the development of the national economy the
Czechoslovak State Bank shall within the scope of its
authorisation by the Government of the Czechoslovak Socialist
Republic carry out indispensable adjustments to approved
monetary plans and to the bank monetary policy.”

2/ Section 9, for example, reads in part: “With regard to the
setting of interest rates for deposits of natural persons at banks
and savings banks... it shall do so together with the Federal
Ministry of Finance and in agreement with the Ministries of
Finance, Prices and Wages of the Republics.” Section 11 states
that not only proposed legislation regarding the Czechoslovak
currency is submitted to the Government by the CSSB (along
with the Federal Ministry of Finance), but also “proposed
fundamental monetary and financial measures”, and the next
paragraph defines the Bank’s competence on the financial
market thus: “The Czechoslovak State Bank, together with the
Federal Ministry of Finance, shall direct the financial market
with respect to monetary considerations....”

3 According to Section 13: “The CSSB is responsible for
securing the treasury requirements of the Federal budget and of
the state budgets of the Republics....” (This is understood to
include financing any disparity between revenues and
expenditures during the course of the year, even if a the
approved budget was balanced - as was not the case for the
1990 budget, for which a budget deficit was initially proposed.)



je SBCS nezavislda na pokynech vlady Ceské
a Slovenské Federativni Republiky, vlddy Ceské
republiky a vlady Slovenské republiky” a v dalsim
odstavci ... Jedndnf bankovni rady se muize zicast-
nit s hlasem poradnim ¢len vilddy Ceské
a Slovenské Federativni Republiky...” Zakon posilil
i politickou nezdvislost vedeni CB# a vyloucil dcast
¢lent bankovnf rady (konflikt zajmu) z dcasti ve
vlddé, zdkonoddrnych sborech a v fidicich,
dozorcich a kontrolnich organech bank a obchod-
nich spole¢nostt.

K vyznamnému posunu doslo jak v opera¢nfi
samostatnosti CB, tak ve striktnim vymezeni vztah(
se statnim rozpoctem.” Tento zdkon také v para-
grafu 51 vymezil hospodafeni CB a zpusob jeho
ovérovanf( i povinnost predklddat zpravu o vysledku
hospodareni parlamentu ke schvélent.

Dne 17. prosince 1992 byl pfijat zdkon o Ceské
ndrodni bance, kterd vznikla dnem 1. 1. 1993, tedy
vstupem tohoto zdkona v platnost. Tento zdkon jiz
neménil principy obsazené v predchozim zakonu.
Byly zde promitnuty vétSinou jen zmény plynoucf
z rozdélenf federace a soucasné byla ddle posilena
nezdvislost CB na politickych strandch tim, ze
stanovil, Ze guvernéra i dalsi ¢leny bankovni rady
jmenuje a odvolava prezident republiky.

Pravni zakotveni nezavislosti CB bylo soucastl
procesu transformace

CNB se z hlediska obvykle pouzivanych kritérif Fadf
mezi CB charakterizované vysokou mirou nezdvis-
losti:

* ménova stabilita je hlavnim cflem stanovenym
CNB zdkonem - jiné cfle nejsou stanoveny (je
vsak tfeba pripustit, ze vykon bankovniho

4V paragrafu 6 v 2. odstavci je upraven zplsob jmenovani
guvernéra ,..jmenuje a odvoldvd prezident Ceské
a Slovenské Federativni Republiky na ndvrh vlddy ...”

5 Paragraf 35 stanovf: ,....SBCS vede pfijmové a vydajové tcty
stétniho rozpoctu federace, stdtnich rozpoctu republik ... Platby
z vydajovych Gctl se provddéji do vyse souhrnného zustatku na
prijmovych tctech. Souhrnny zlstatek nelze precerpat...” a déle
,.SBCS muize ... poskytnout Ceské a Slovenské Federativni
Republice, Ceské republice a Slovenské republice kratkodoby
dvér ndkupem pokladni¢nich poukazek splatnych do ti mésicu
od jejich ndkupu ... Celkovy stav téchto dvérd nesmf prekrocit
3% prfjmu piislusného rozpoctu v uplynulém roce.”

in force, so that the CB was entirely subordinate to
the Government.

Act no. 22 of 20 December 1991 finally clearly
formulated the aim, standing and authority of the
CSSB, This law was drafted on the basis of a study of
CB legislation of various countries and of general
prevailing trends and experience. The law
established the stability of the Czechoslovak
currency as the primary aim. In Part Three,
“Relations with the Governments”, the clause “In
securing the primary aim (Section 2), the CSSB is not
dependent on the instructions of the Government of
the Czech and Slovak Federal Republic, the
Government of the Czech Republic and the
Government of the Slovak Republic” is introduced
for the first time in our history, followed in the next
paragraph by, “A member of the Government of the
Czech and Slovak Federal Republic may take part in
the deliberations of the Bank Board with an advisory
vote....” The law also strengthened the CB
leadership’s political independence® and forbade
participation by members of the Bank Board in the
Government, legislative assemblies and on
management, supervisory and auditing boards of
banks and commercial companies to avoid conflict
of interest.

A significant shift took place both in the CB's
operational autonomy and in the strict delineation of
relations with the state budget.” Furthermore, in
Section 51, the law circumscribes the CB’s
management, auditing methods and the obligation of
submitting a report on the results of its management
for the approval of Parliament.

The Act on the Czech National Bank was adopted on
17 December 1992; the Bank came into existence
on 1 January 1993, the day the law took effect. This
law did not alter the principles contained in the
previous law, but reflected mainly changes arising
from the dissolution of the Federation. The CB’s

4 Section 6(2) gives the method by which the Governor is
appointed: “... is appointed and recalled... by the President of
the Czech and Slovak Federal Republic upon proposal of the
Government....”

5/ Section 35 states: “... The CSSB shall maintain the revenue
and expenditure accounts of the state budget of the Federation,
of the state budgets of the Republics.... Payments from the
expenditure accounts shall be carried out up to the amount of
the cumulative balance of the revenue accounts. The cumulative
balance may not be overdrawn...” and “... The CSSB may...
provide short-term credit to the Czech and Slovak Federal
Republic, to the Czech Republic and to the Slovak Republic by
purchasing treasure bills maturing three months from the date of
purchase.... The total amount of these credits may not exceed
3% of revenues of the pertinent budget in the past year.”
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dohledu svéfeného CNB je s timto hlavnim cilem
v urcitém rozporu, i kdyz se to prakticky zatim
neprojevilo)

e CNB mé prdvo bez omezeni ovliviiovat trznf
urokové sazby a stanovit kurz

e CNB nesmf nad zdkonem stanoveny limit finan-
covat vladdu a zcela vylouceno je financovat ji
primo

e CNB je nezavisla na vladé jak z hlediska svého
hlavniho cile, tak persondlntho.

Prijeti zdkona v této podobé potvrzuje, Ze doslo
rychle k politickému konsensu na pozitivnim vyz-
namu nezavislosti CB pro ménovou stabilitu u nds.
Pribéh hlasovdni o zakonu ¢. 22/1991 Sb. tento
fakt jednoznaéné potvrdil.’ P¥i hlasovani o zdkonu
o Ceské narodni bance nebyl 7adny hlas proti.

Z&konna dprava byla urcit¢ nutnou podminkou,
aby CB mohla nezdvisle formulovat a provdadét
svou politiku v ji vymezené oblasti. Tym SBCS
a pozdéji CNB se viak zicastnil pFipravy ekonom-
ické reformy od samotného zacdtku, tedy i v dobég,
kdy byl podfizen vlddé. V tomto obdobf, kdy se
vymezoval rdmec reforem, jeho zakladni prvky
a Casovanf se vedla nejen odbornd, ale predevsim
politickd diskuse o obsahu reformy. Této politické
diskuse se CB jako instituce nezicastnila a zustala
v poloze odborné.

Prvni obdobf transformace bylo zaméfeno na
vytvofeni zakladnich atributti trzni ekonomiky,
liberalizaci cen, zahrani¢niho obchodu a privati-
zaci a vytvoreni zdkladntho pravniho rdmce fun-
govanf trzni ekonomiky. To z hlediska CB zna-
menalo vytvoreni zdkladniho prostoru a mecha-
nismt pro fungovani jejich (novych) ndstroju.
Bylo v zdjmu CB, aby funkcnost téchto novych
mechanismd byla dosaZena co nejdfive, ale na
druhé strané, aby byla udrzena kontrola nad
ménovou situaci i v mezidobf. Tuto politiku
zastavala SBCS i CNB po celou dobu své exis-
tence od roku 1989.

independence from political parties was also
strengthened by the stipulation that the Governor
and other members of the Bank Board be appointed
and removed by the President of the Republic.

Providing legal assurance of CB independence was
part of the reform process

According to the usual criteria, the CNB is a CB with
a high degree of independence:

e Stability of the currency is the CNB’s primary aim
as defined by law, and no secondary aims are
specified. (It must be admitted, however, that the
exercise of bank supervision, also within the
purview of the CNB under the law, may conflict to
some degree with this primary aim, although such
a conflict has not yet arisen in practice.)

e The CNB is authorised without restriction to affect
market interest rates and set the exchange rate.

e The CNB may not finance the Government above
the limit specified by law, and may not finance it
directly at all.

* The CNB is independent of the Government with
respect to both its primary aim and to personnel.

Passage of the Act in this form confirms how rapidly
a political consensus has been achieved regarding
the positive significance of CB independence on
currency stability in this country. This fact is further
underlined by the course of voting on Act no.
22/1991 Coll. There were no votes against the
Czech National Bank Act.

Creation of a legislative framework was certainly a
prerequisite for the CB to formulate and implement
its policies independently in the area defined for it.
The CSSB (and later CNB) team participated in the
preparation of economic reform from the very
beginning, however, even while the Bank remained
subordinate to the Government. At the time when
the scope, basic elements and timing of reform were
being defined, discussions on the content of the
reforms were held not only among specialists but
above all in the political arena. The CB as an

6/ Snémovna lidu hlasovala 86 hlasy pro, 1 hlas proti, p¥i 12
absencich, Snémovna ndrodti - ceskd ¢dst 58 hlasy pro, nikdo
proti, pfi 4 absencich a Snémovna ndrodl - slovenskd c¢ast 46
hlasy pro, 12 proti, p¥i 2 absencich (zde se v3ak spiSe projevila
nespokojenost Cdsti slovenskych delegdtti s pozici ,slovenské
¢asti” centrdlni banky, neZ s principy zdkona).
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6 In the Chamber of the People there were 86 yeas, one nay
and 12 deputies not present. In the Czech portion of the
Chamber of Nations there were 58 yeas, no nays and 4
absences; in the Slovak portion there were 46 yeas, 12 nays and
2 absences. (The nay votes in the Slovak portion are explained
rather by the dissatisfaction of some Slovak deputies with the
status of the “Slovak part” of the central bank than with the
principles of the Act.)



Omezenf inflace v pribéhu transformace
ekonomiky souvisi's postavenim CB jen z mensi
cdsti

Vysledkem Siroké liberalizace bylo pfizptisobovanf
domdci cenové hladiny i relativnich cen cenovym
relacim v zahranic¢i. Tento proces nenfi skoncen
a dosud dosazeny vysledek je charakterizovan
drovni miry inflace za rok 1995 9,1 % a zménou
spottebitelskych cen v tomto roce 7,9 %. Z hlediska
vnéjsi stability nomindlni kurz koruny zustal
nezménén od roku 1991 a v redlném vyjadreni
posilil proti zacdtku roku 1991 uz o vice jak 120 %,
tj. vnéjsi kupni sila koruny je dnes o vice jak 20 %
vy$si nez v obdobf pred devalvacemi v roce 1990
pfi fakticky volné sménitelné méné pfi drovni devi-
zovych rezerv pres 13 mld. USD, coz se zda byt
uspokojivy pokrok s ohledem na zmény, ke kterym
v mezidobf doslo.

Jak k tomuto vysledku pfispéla SBCS, od 1. 2. 1992
nezavisla CB a pozdéji CNB? Jak k tomu pfispéla
jeji nezdvislost a jak se viibec projevovala? Misto
odpovédi je snad pfijatelné prfipomenout udalosti,
které nejvice ohrozovaly ¢i ovliviiovaly stabilitu
ceské koruny v mezidobf tj.

e situaci pred rozdélenim ceskoslovenské mény,
stanovisko a politiku, kterou CNB zaujala k exis-
tenci ménové unie a zavedeni nové ceské mény

® proces pripravy a zavedeni konvertibility

e kurzovou a ménovou politiku v obdobf zavedenf
fluktua¢niho pdsma, kdy ceskd koruna byla vys-
tavena silnym tlakiim na predcasné, nomindlnf
zhodnocent.

Posoudit dlohu, jakou v téchto obdobich CNB
hrala, zda se vyhnula chybdm resp. posilila svou
kredibilitu a soucasné, zda je to postacujici zdruka
do budoucnosti, prislusi nezavislym odborniktim
a verejnosti.

Kredibilita - zdklad nezavislosti

Pravni rdmec nezavislosti centrdlni banky je nutnou
podminkou nezavislosti, neni vsak podminkou
postacujici. Vytvari prostor pro to, aby centrdlni

institution did not participate in this political debate
but remained in a specialist position.

The first stage of reform focused on the construction
of the basic attributes of a market economy,
liberalisation of prices and foreign trade, privatisation
and the creation of a basic legal framework for the
functioning of a market economy. From the point of
view of the CB, this meant creating the fundamental
space and mechanisms for the functioning of its (new)
instruments. It was in the CB’s interests that these new
mechanisms become functional as soon as possible,
but on the other hand that control over the monetary
situation be maintained in the interim. Such a policy
has been advocated by both the CSSB and the CNB
for the entire time of their existence since 1989.

The status of the CB has played only a secondary
role in limiting inflation during the economic
transition

The outcome of broad liberalisation was
harmonisation of domestic price levels and relative
prices with price relations abroad. This process is not
yet complete, and the results achieved so far are
illustrated by an inflation rate of 9.1% and rise in
consumer prices of 7.9% in 1995. With respect to
external stability, the nominal exchange rate of the
koruna has not changed since 1991; in real terms it
has risen by more than 120% since 1991, i.e. the
koruna’s external purchasing power today is over
20% greater than in the period before devaluation in
1990. The currency has been freely convertible in
practice and foreign exchange reserves exceed USD
13 billion, which appears to be a satisfactory
accomplishment given the changes that have taken
place over this period.

How did the CSSB and later the CNB, an
independent CB since 1 February 1992, contribute to
this achievement? What contribution was made by
its independence, and indeed what effect has that
independence had in general? In lieu of an answer,
perhaps an enumeration of the events which have
represented the greatest threat to or effect on the
stability of the Czech koruna in the interim period
may suffice:

e The situation before the split of the Czechoslovak
currency, and the stance and policies which the
CNB asserted towards the existence of the currency
union and introduction of the new Czech currency;

e The process of preparing and implementing
convertibility;
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banka jednala nezavisle, ale nezarucuje, Ze cen-
trdIni banka bude jednat vzdy spravné. Ale i kdyz
jednad z hlediska svych cilti spravné, vzdy se dotyka
rtznych ekonomickych zdjmu a proto i zdjmu pol-
itickych. Jeji politika tedy musi nejen odpovidat
existujici situaci, ale v obdobf, nez pfinese ovoce,
byt i obhajitelnd a obhajovana.

Pozndnf této situace, predikce dalsitho vyvoje, je
i v podminkdch stabilizovanych ekonomik naro¢ny
profesiondlni tkol, v nasich podminkdch nesrov-
natelné tézsi. Vysokd odbornost, komunikativnost
je tedy prvnim predpokladem.

Z hlediska spravnosti  politiky CB je
nejdtlezitéjsim kritériem vysledek - droven
inflace. V podminkdch transformace a restruktu-
ralizace je cenovy vyvoj silné ovlivnén zménami
relativnich cen (v soucasnosti a do budoucna
bude ovlivnén zejména deregulaci, resp.
zredlnovanim  dosud  regulovanych  cen)
a mikroekonomickymi faktory (nékteré trhy nejsou
dosud dostate¢né konkurencni), tedy faktory,
které nejsou ndstroji centrdIni banky ovlivnitelné.
Na druhé strané vsak miru inflace ovliviiuje
i rychly rGst agregatni poptdvky, ktery nema jen
podobu investi¢ni, ale i spotfebitelské poptavky,
podporované velmi rychlym rastem celkovych
prijma. Tuto cdst inflace a pfipadné externf
nerovnovdhy CNB ovlivnit mtize a musi, nebot
odtud je mozné dosdahnout dal$iho snizenf inflace
a spolu s pozitivnim vlivem na expektace kumula-
tivné prispét k dlouhodobému cili - snizenf
inflace.

Budoucnost

Smér vyvoje nasi mény je jasné predurcen nasim
smérovanim do Evropské unie. Tim jsou soucasné
stanoveny i pozadavky na stabilitu nasi mény
a zhruba i obdobf, do kdy se musime vyrovnat
s konvergencnimi kritérii.

Ani rok 2003 nemusi byt nezbytné rokem, kdy pfi-
jmeme spole¢nou ménu a tim vynosy, ndklady
a disciplinu, které z toho plynou. Mulze to byt
i pozdéji, nebot jak se ukazuje, dvourychlostni
ménové sjednocovani Evropy je dnes nejredlnéjsf
variantou rozvijeni Maastrichtské smlouvy. Muze
byt i v nasem zdjmu pfistoupit k ménové unii
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e Exchange rate and monetary policy during the
period in which the fluctuation band was being
introduced, when the Czech koruna was being
subjected to strong pressure for premature nominal
revaluation.

Judgement of the role played during these
periods by the CNB, whether it has avoided
errors and strengthened its credibility, and
whether this provides a sufficient guarantee for
the future, is a matter for independent specialists
and the public.

Credibility - the foundation of independence

A legislative framework of central bank
independence is a necessary, but not sufficient
condition of independence, It creates a space for the
central bank to act independently but does not
guarantee that it will always act correctly. Yet even
when it is acting correctly with respect to its aims, it
always encounters various economic and therefore
political interests. Its policies must therefore not only
be appropriate to the given situation, but must also
be defensible and defended in the period before it
bears fruit.

To recognise this situation and forecast future
developments constitutes a formidable professional
challenge even in stabilised economic conditions
and is incomparable harder in our circumstances.
A high  degree  of  professionalism  and
communication skill is essential.

With respect to the correctness of the CB’s policies,
the most important criterion is the result, the rate of
inflation. In conditions of transformation and
restructuring, price developments are strongly
affected by changes in relative prices; now and in the
future the primary factor will be deregulation, or the
adjustment of hitherto controlled prices. Prices are
also influenced by microeconomic factors - some
markets are not yet sufficiently competitive. Most of
these influences cannot be affected by instruments
available to the central bank. On the other hand,
inflation is also affected by the rapid increase in
aggregate demand, in the form of both investment
and consumption demand, supported by a very rapid
increase in total incomes. This component of
inflation and potential external disequilibrium can
and must be influenced by the CNB, for here is the
potential to achieve a further lowering of inflation
and, along with a positive influence on expectations,
contribute cumulatively to the long-term goal of
lowering inflation.



pozdéji, pokud by se ndm nedafilo dosdhnout
potfebného pokroku v procesu adaptace nasi
ekonomiky na tuto zdsadni zménu.

Zlepsit a posilit stabilitu nasi mény potfebujeme
vSak uz i v mezidobi. Jak ndm ukdzala zku$enost
z prelomu roku 1992 a 1993 a piiliv kapitdlu
vcetné spekula¢niho v roce 1995, vnéjsi stabilita
mény muze byt predmétem silnych tlakd i speku-
lacnich dtokl. Takovymto udtokiim muzeme byt
vystaveni i v piistich letech a v obdobi, kdy
budeme adepty na ¢lenstvi v EU a jejim ménovém
systému. Muzeme byt pfedmétem utokl zejména
tehdy, pokud meéna nebude dostate¢né stabilnf
a silnd.

Pozadavky evropského ménového systému na
pravni zakotveni CB spliiujeme jiz dnes. Musi byt
vyuzito pro upevnéni ceské koruny v maximdlnf
mite. Nenf to sice ani hlavnf ani jedind podminka,
ale je to, resp. mlze byt velmi duleZity pfispévek ke
stabilité nasi mény.

Shrnutr

Nase domadci hospodarskd historie dosud objek-
tivné nemohla poskytnout dikazy o pozitivnim
vztahu nezdvislosti CB a nizké inflace. Zahrani¢ni
zkusenost vsak toto pozndnf pfinesla. Je nespornou
vyhodou, e CNB ma zdkonné postaven( nezdvislé
CB a toto postaveni md, jak se zdd, i verejnou
a politickou podporu. Je to vyhoda, nebot to
usnadni nas vstup do EU, ale je to vyhodou hlavné
proto, Ze je rozumny predpoklad, Ze to prispéje
i ke stabilngjsi a siln&jsi méné pred pfipojenim
k EU.

The future

The direction of our currency’s development is
clearly predetermined by our orientation towards
future membership in the European Union. These
intentions imply certain requirements for the stability
of our currency and roughly determine the time
frame in which we must come to terms with the
convergence criteria.

The year 2003 will not necessarily be the year in
which we accept the single currency and the
benefits, costs and discipline it will entail. That may
come later, as it appears that a two-speed monetary
unification of Europe is the more likely variant of
developments from the Maastricht treaty. It may also
be in our interest to accede to the currency union
later, if we have not succeeded in making sufficient
progress in the process of preparing our economy for
this fundamental change.

Nevertheless, we must also improve and strengthen
the stability of our currency in the meantime. As our
experiences from late 1992 and early 1993 and the
inflow of capital, some of it speculative, in 1995
show, external currency stability may be subject to
powerful pressures and speculative attacks. We may
be exposed to such attacks in the upcoming years
and at the time when we are aspirants to
membership in the EU and its monetary system.
Especially, we may be subjected to attacks if our
currency is not sufficiently stable and strong.

Even today we meet the European monetary system’s
condition of legislative assurance of CB
independence. This independence must be exploited
to the maximum extent to strengthen the Czech
koruna. It is true that this not the only or even main
condition, but it is or at least can be a very important
support for the stability of our currency.

Summary

Objectively, our domestic economic history to date
has not been able to provide evidence of a positive
relationship between an independent CB and low
inflation. Nevertheless, the experience of other
countries has brought us this understanding. It is an
indisputable advantage that the CNB has the legal
status of an independent CB and that this status
appears to enjoy public and political support. It is
an advantage which will facilitate our accession to
the EU, but above all it is an advantage because
there is reason to believe that it will contribute to a
stronger and more stable currency before our
accession to the EU.
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Inflace v Ceské republice a nezavislost
centrdlni banky

Inflation in the Czech Republic and
Central Bank Independence.

Doc. Ing. Zdenék Tuma, CSc.
Patria Finance, a.s.

Nezavislost centralni banky

70. vyro¢i zaloZeni centrdlni banky vybizi k his-
torickym ohlédnutim, kterd nejcastéji vedou do
obdobi mezi svétovymi védlkami. Chceme-li vsak
posoudit otdzku inflace a nezdvislosti centrdlni
banky z obecného hlediska, mizeme si docela
dobfe dovolit delsi historickou reminiscenci.
Dnesni vlddy totiz stoji pred stejnym problémem
jako jejich predchudci pfed mnoha staletimi, v pii-
padé ceskych zemi napfiklad za doby Pfemyslovct
¢i Habsburkt. Otdzka zni, jak zajistit chod stdtu
neinfla¢nim zpusobem.

Zatimco Premyslovci vladli do zna¢né miry jesté
,ze sedla” a Zivili statni aparat, resp. svou druzinu,
pFimymi naturdlnimi kontribucemi poddanych?/,
sttedovék byl jiz svédkem celé fady stdtnich
bankrotd a kaZeni penéz, coz se nevyhnulo ani
Rakousko-Uherské monarchii. Stejny mechanizmus
nicméné platil od prvnich krtickt penézniho obéhu
dodnes: rostouci napéti ve fiskdlni oblasti se vzdy
projevi v ndriistu penéznf zdsoby a posléze v rustu
cenové hladiny. Tento pribéh se piflis nelisi, at uz
se vldda rozhodne emitovat nejprve dluh nebo resit
své fiskdlni potize primo tisténim/razbou penéz.
Bez ohledu na vnéjsi pFiciny a konkrétni opatieni
vlady vede nadmérny penéZni rust, ktery se Casto
zcela vymkne kontrole, vzdy k inflaci.?

Mezi vlddami starovéku, stfedovéku a novodobou
vladou ve 20. stoleti je vsak jeden rozdil, kterého
stoji za to si vSimnout. Dfive napéti ve fiskdlnf
oblasti a ndsledné infla¢ni epizody byly typické
zejména pro obdobi epidemii, nedrod a vdlek,

Zdenék Tama
Patria Finance, a.s.

Central Bank Independence

The 70th anniversary of the founding of the central
bank invites reflection on its history which most often
leads back to the period between the two world wars.
However, if we wish to consider the question of
inflation and the central bank’s independence from a
general viewpoint, reminiscences reaching further
back into history can certainly be justified. Today’s
governments are faced with the same problem as that
facing their predecessors, for example the Pfemyslids
or Habsburgs in the case of the Czech Lands, many
centuries ago. The question is: how can the
functioning of the state be ensured in a non-
inflationary manner?

While the Pfemyslids ruled to a considerable extent
“from the saddle” and sustained the state apparatus,
or their assemblage, by means of direct payments in
kind from their subjects," state bankruptcies and
currency debasements were common as early as the
Middle Ages, nor were these occurrences avoided
by the Austro-Hungarian monarchy. Nevertheless
the same mechanism has operated from the very first
stages of currency circulation up to the present day:
increasing stress in the fiscal area always leads to
money supply growth and eventually to rising price
levels. This process differs little whether the
government decides first to issue debt or solves its
financial difficulties initially by printing or coining
money. Regardless of external causes and the
government’s specific actions, excessive monetary
growth, which often slips completely out of
control, always leads to inflation.

There is, however, one difference worthy of note
between ancient and mediaeval governments and

/| Premyslovci ji# razili penize, ale tehdejsi obéh penéz nebyl jesté
dost vyvinuty a rozhodné nehrdl vyznamnou dlohu pfi sprdveé statu. Vztah
mezi tim, Zze i Slavnikovci razili vlastni mince, a jejich vyvrazdénim je
v kazdém piipadé velmi nepiimy. Podrobnosti o pocdtku penézniho
obéhu v ¢eskych zemich ¢tendr nalezne v prdci Pllpdna (1993).

2 Vymezeni podminek pro stabilizaci v takovych situacich je
piehledné uvedeno v praci Dornbusche (1994). Jedna ze tif podminek
uvadénych Dornbuschem je pravé existence nezdvislé centrdlni banky,
kterd tvofi pfirozenou zdbranu propojeni mezi deficitem rozpoctu
a tisténim penéz.

1/ The Pfemyslids were already coining money, but currency circulation
at that time was not yet sufficiently developed and definitely did not play a
large part in the state administration. The connection between the fact that
the Slaviks struck their own money, and their massacre is indirect at best.
The reader will find details concerning the beginnings of currency
circulation in the Czech Lands in the work of Pulpan (1993).

2 The conditions of stabilisation in such situations are clearly defined in
the work of Dornbusch (1994). One of the three conditions given by
Dornbusch is the existence of an independent central bank which creates a
natural barrier between the budget deficit and the printing of money.
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zatimco dnes jsou hlavni pfic¢iny zabudovany
uvnitf statniho apardtu. Stat md inherentni tendenci
expandovat a prerozdélovat (a spotfebovdvat) stdle
vétsi podil vystupu ekonomiky. Tento vnitini tlak na
expanzi je natolik silny, Ze statni apardt prekracuje
sva rozpoc¢tovd omezeni a miize mit tendenci resit
vznikajici dluh tisténim penéz.

Ma-li se zabranit tomuto tlaku na znehodnocovani
penéz, je podminkou sine qua non oddélit dohled
nad ménou od statni spravy Ccili od fiskdlnich
zélezitosti. Jednim z hlavnich argumentu pro exis-
tenci nezdvislé centrdlni banky proto je takové
oddéleni monetdrni a fiskdlni politiky, které
umoZziiuje centrdlni bance celit politickym tlakam.
Rici, Ze centrdlni banka md byt nezavisla, viak nes-
tacl. Nelze zdroven neuvazovat o tom, jak ma byt
nezdvislosti dosazeno. Legislativni vymezenf
nezdvislosti je jedna véc, druhd véc je, aby
konkrétni rozhodnuti centrdlni banky skute¢né
neakomodovala nezadouci (fiskdlni) vyvoj. Pro
centrdIni banku se musi stanovit ,pravidla hry”,
kterd by takovému chovani zabranila.

AC dnes prakticky nenf sporu o nutnosti existence
centraIni banky?, diskuze o tom, jaka by méla byt
pravidla pro jeji rozhodovani, neutuchaji po vice
jak 150 let. Na jedné strané stoji zastanci ndzoru,
Ze centralni banka by méla mit moznost interveno-
vat, kdy uznd za vhodné, na druhé strané jsou
obhdjci pevného pravidla, kterému by méla tato
instituce podléhat.

Pravidla versus diskrecni zasahy

Pokud pfijmeme argument, Ze nezdvislda centrdlni
banka by méla existovat pfinejmensim z toho
davodu, aby vytvorila bariéru proti provadzanf
deficitd statniho rozpoctu a tisténi penéz, zbyva
,pouze” odpovédét na otdzku, jak by takovd bar-
iéra méla fungovat. Samotné vychodisko - vytvofit
bariéru proti politickym tlaktim na akomodujici rlist
penézni zdsoby - mluvi ve prospéch néjakého
jednoduchého a transparentniho pravidla, které by
centrdInf banka byla povinna dodrzovat. Pokud by
totiz méla moZnost diskre¢nich zdsaht, mohlo by
se stat, Ze by centrdlni banka sledovala jiné zdjmy
nez stabilitu mény. Proti tomu ovsem stoji argu-

those of the modern 20th century. Fiscal stress and
the periods of inflation which followed it were
previously typical of times of epidemic, crop failure
and war, whereas today the main causes arise from
within the state apparatus itself. The state has an
inherent tendency to expand and to redistribute
(and consume) an ever-increasing share of
economic output. This inner pressure to expand is
so strong that the state apparatus exceeds its
budgetary limitations and may tend to deal with the
resulting debts by printing money.

The condition sine qua non of preventing this
pressure for currency devaluation is that supervision
of the currency be separated from state administration
or fiscal matters. Such a division of monetary and
fiscal policies, allowing the central bank to resist
political pressure, therefore constitutes one of the
main arguments in favour of the existence of an
independent central bank. Yet it is not enough to say
that the central bank should be independent. How
this independence should be attained must be
considered at the same time. The legislative definition
of independence is one thing, another is ensuring that
the central bank’s actual decisions do not in fact
accommodate undesirable (fiscal) developments. The
central bank must have fixed “rules of the game” to
prevent this sort of occurrence.

Although today the need for the central bank’s
existence is virtually undisputed, debate about the
rules to which its decisions should be subject has
persisted for over 150 years. On one side are
defenders of the view that the central bank should
have the power to intervene when it sees fit to do
so, whilst on the other are those who advocate firm
rules to which this institution should be subject.

Rules versus discretionary intervention

If we accept the argument that an independent
central bank should exist at the very least to create
a barrier against the financing of the state deficit
through printing money, there remains “merely” the
question of how such a barrier should function. The
very premise of creating a barrier against pressure
for money supply growth to accommodate political
aims speaks in favour of a simple, transparent rule
to which the central bank would be obliged to
adhere. Having powers of discretionary
intervention, the central bank might pursue

3 Zastdnct tzv. volného bankovnictvf (free banking) je dnes skute¢né
poskrovnu. Zékladnf prehled Ize najit napf. v u¢ebnici Goodharta (1989),
zejména kapitolu Why Do Banks Need a Central Bank?
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3 Today there are only very few defenders of “free banking”. Goodman'’s
textbook (1989) gives a basic summary, particularly the chapter “Why Do
Banks Need a Central Bank?”



ment zastancu diskre¢nich zdsahu, Ze pruzna mon-
etarni politika muze tlumit dopady neprediko-
vanych sokd.

Dlouhou dobu byla monetdrni politika blize
jednoduchému pravidlu: zlatému standardu jako
pIné automatickému monetarnimu systému, kde se
penézni zdsoba pfizpusobuje prostfednictvim
platebni bilance.* Opusteni zlatého standardu
vedlo ke hledani novych pravidel a k ozivenf
diskuze o jejich udrzitelnosti.

Jako zprostiedkujici cile, tj. cfle, které mély
zprostiedkovat dosazeni kyZené ekonomické sta-
bility, byly zkoumany moZnosti stanoveni tirokové
miry a penéZni zdsoby. Dnes jiz ucebnicovd
analyza v kontextu modelu IS-LM ukdzala®, Ze
v pfipadé disturbanci na trhu zbozi (posuny k¥ivky
IS) bude ekonomika stabilnéjsi pfi uplatnéni mon-
etarntho kritéria, v pfipadé disturbanci na trhu
penéz (posuny kiivky LM) bude ekonomika stabil-
néjsi pfi udrZzovdnf drokové miry na jisté drovni.

Ortodoxni monetaristé, napr. Milton Friedman,
nicméné trvaji na tom, Ze stanovovani trokovych
mér muze vést k inflaci a Ze nejlep§im mozZnym
pravidlem zustiva stanoveni jistého tempa rustu
penézni zdsoby. Jakdkoli diskre¢ni regulace
penézni zdsoby v zdjmu ovliviovani drokovych
mér je z jejich pohledu nepfijatelnd. Jednim
z hlavnich argumentt je skute¢nost, ze Ucinky
monetdrni politiky maji zna¢na zpozdénf (nékolik
ctvrtleti) a diskre¢ni zmény tempa ristu penéznf
zdsoby s ohledem na néjaké kratkodobé cile, jako
je ovliviiovani urokovych mér, proto mohou
snadno minout cil. Protiargumentace se odviji od
nestability rychlosti obéhu penéz penéznich
agregdt(.% Vzhledem k tomu, Ze penéZni zdsoba
neni sama o sobé cilem monetarni politiky, ale
pouze nastrojem k dosazenf stability mény, pfijeti
pravidla konstantntho tempa rlstu penézni zdsoby
navzdory problémdm s ménici se rychlosti obéhu
penéz by bylo ospravedlnitelné zejména jako

concerns other that of stabilising the currency. This,
of course, is countered by the argument of those
supporting discretionary intervention, that a flexible
monetary policy could be used to cushion the
impact of unpredicted shocks.

For a long time monetary policy adhered closely to
the simple rule of the gold standard as a fully
automatic monetary system, where the money
supply adapts by means of the balance of
payments.* Abandoning the gold standard led to
new rules being sought and to renewed discussion
concerning the degree to which they could be
maintained in practice.

As intermediate goals, i.e. goals intended to
facilitate the desired aim of economic stability,
ways of setting interest rates and the money supply
were investigated. Analysis in the context of the
IS-LM model, by now a textbook example,®
demonstrated that in the case of disturbances on
the goods market (displacement of IS curves) the
economy will be more stable where monetary
criteria are enforced, whereas when the currency
market is disturbed (displacement of LM curves) the
economy will be more stable if it observes specified
interest levels.

However, orthodox monetarists such as Milton
Friedman maintain that the fixing of interest levels
will inevitably lead to inflation and that the best
possible rule remains the fixing of a definite
growth rate for the money supply. Any
discretionary regulation of the money supply in the
interest of influencing interest levels s
unacceptable in the monetarist view. One of the
monetarists” principal arguments is the fact that the
effects of monetary policy are significantly delayed
(by several quarters) and discretionary changes in
the rate of money supply growth with regard to
various short-term goals, such as influencing
interest rates, can therefore easily miss the mark.
The counterarguments are based on the unstable
velocity of currency circulation in monetary
aggregates.”’ In view of the fact that the money
supply is not the goal of monetary policy in itself,

4 Lze diskutovat o tom, zda zlaty standard byl opravdu pravidlem.

Néktefi autofi to zpochybriuji, ale vétsina se kloni spise k ndzoru, Ze zlaty
standard byl prece jen blize politice pravidla (blize viz Fischer, 1990,
s. 1158-1161).

5 Viz napt. Dornbusch, Fischer (1994), s. 380-382; analyza byla
poprvé publikovéna ve stati Williama Poolea. Srovnej s obdobnou analy-
zou dopadu poptavkovych a nabidkovych 3oku, Blanchard, Fischer
(1988).

Friedmantv ndvrh na kontrolu penézni baze namisto M1 & M2 prob-
lém nestability rychlosti obéhu penéz nefesi.

4 One might raise the question of whether the gold standard was really

a rule. Certain authors cast doubt on this issue, but the majority are of the
opinion that ultimately the gold standard bore more resemblance to a rule
policy (for more details see Fischer, 1990, pp. 1158-1161).

5 See e.g. Dornbusch, Fischer (1994), pp.380-382; the analysis was first
published in an article by William Poole. Compare with similar analysis of
the impact of demand and supply shocks, Blanchard, Fischer (1988).

®  Friedman’s proposal that the monetary base be controlled instead of

M1 or M2 does not solve the problem of the unstable velocity of currency
circulation.
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uc¢inny ndstroj proti prilis  velké
rozhodovanf.

V posledni dobé se obraci pozornost ekonom
i tvairc monetdrnf politiky k moznosti zaméf¥it se
pfimo na dosaZeni jistého tempa ristu nomindl-
niho HDP nebo inflace.” Obé¢ tato pravidla nej-
sou znehodnocena zménou rychlosti obéhu
penéz a nelze proti nim tudiz uplatnit stejnou
namitku jako proti konstantnimu rlstu penézni
zdsoby. Navic jsou to v podstaté konecné cile
monetdrn{ politiky a jejich dosazeni je proto vyz-
namné;jsi nez splnéni nékterého zprostredkujictho
cile.

volnosti

Dosazenf jisttho nomindlniho HDP nebo inflace
vsak implikuje nutnost dat centrdIni bance takovou
moznost diskrece pfi stanoveni penézni zdsoby
a drokovych mér, aby vytéeného cile mohla dosah-
nout. Skute¢nosti je, Ze centrdlni banky prakticky
vsech vyspélych zemf od 70. do 90. let pouzivajf
urcitou kombinaci obou ndstroju. Na jedné strané
berou v tvahu rust penéznf zasoby, na druhé strané
ovliviiuji vyvoj urokovych mér, pokud nabydou
dojmu, Ze se ekonomika prehfiva ¢i naopak potre-
buje nabrat dech.

Na prvni pohled méli ekonomové dost ¢asu, aby
vyhodnotili na zdkladé empirickych vyzkumu,
jakd monetarni politika je optimdlni. Od pub-
likovani slavné Lucasovy kritiky (1976) je vsak
ziejmé, Ze moznosti ekonometrické analyzy pfi
vyhodnocovdni hospodaiské politiky jsou
omezené a tento typ testovdni neddvd spolehlivou
odpovéd. Na ucinnost uvedenych pFistupa
k monetarni politice proto neexistoval konsenzus,
snad kromé elementarniho, byt dulezitého
zavéru, Ze monetarni politika by se méla pfizpu-
sobovat predikovatelnym zménam rychlosti
obéhu penéz.

Do diskuze o tom, zda je lepsi politika pravidla
nebo diskre¢nich zdsaht, vnesla novy ndhled stat
Kydlanda a Prescotta (1977). Diskuze, kterd se
ndsledné rozvinula v duchu uvedeného pfispévku,
je zndma pod hlavickou ,dynamické nekonzis-
tence”. Fischer (1990) definuje dynamickou
nekonzistenci takto: ,Dynamickd nekonzistence
vznikd tehdy, jestlize budoucf rozhodnutf, které je

7/ Oba tyto cile jsou z hlediska dosazené stability prakticky rovno-
cenné, ackoli Ize ukdzat, Ze za jistych podminek je ,cilovani” HDP supe-
riorni (viz Frankel, 1995).

8 S problematikou dynamické nekonzistence v kontextu inflace a mon-

etdrni politiky se ¢tendf muZe sezndmit napf. v ucebnici Goodharta
(1989), v nasf literatufe viz prehledovou stat Tamy (1991).
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but only a means of stabilising the currency, the
acceptance of a rule for a steady growth rate of the
money supply in spite of problems with the
changing velocity of currency circulation would be
justifiable mainly as an effective barrier to excessive
freedom of decision.

Recently economists and monetary policy makers
have been turning their attention to the possibility
of focusing directly on achieving a definite GDP
growth rate or inflation rate.” Neither of these
rules is affected by changes in the velocity of
currency circulation, so that they are not subject to
the same objection as an aim of steady money
supply growth. Moreover, these are essentially the
final goals of monetary policy and their
achievement is therefore more significant than
fulfilment of some intermediate objective.

The achievement of a steady nominal GDP growth
or inflation implies the necessity of giving the
central bank such discretionary powers on
determination of the money supply and interest
rates that it can achieve its main aims. In reality, the
central bank in virtually all developed countries has
been using a certain combination of both
mechanisms from the 1970s to the 1990s. On the
one hand they take into consideration money
supply growth, on the other hand they influence
interest rates when they acquire the impression that
the economy is overheating or on the contrary
needs to catch its breath.

At first glance economists have had sufficient time
to evaluate which is the optimum monetary policy
on the basis of empirical research. However, since
the publication of Lucas’s famous review (1976) it
has been clear that opportunities for econometric
analyses are limited when evaluating economic
policies, and that this type of testing does not
produce reliable results. There has therefore been
no consensus on the effectiveness of the indicated
approaches to monetary policy, except perhaps on
the elementary, though important, conclusion that
a monetary policy should adapt itself to
predictable changes in the velocity of currency
circulation.

Kydland and Prescott’s article (1977) offered a new
perspective in the discussion as to whether a policy
of rules or of discretionary intervention is better.
The discussion touched off by this paper is given

7" Both of these aims are of almost equal importance as regards achieving
stability, although it can be shown that GDP targeting is superior under
certain conditions (see Frankel, 1995).



soucdsti  optimdlniho  pldanu  sestaveného
v néjakém pocdtec¢nim obdobf, jiz neni optimalnf
z pohledu pozdéjsiho obdobf, ackoli se mezi
obéma obdobimi neobjevila zddnd novd infor-
mace.” Jinak fe¢eno, bude-li monetdrni autorita
v pocdte¢nim obdobi povazovat za optimdlnf
dosazeni nulové inflace, nemusf se ji to jevit ste-
jné i pozdéji, nebot mlize byt vedena snahou
dosdhnout i nékterého z dalsich cild (napf. nizsf
nezaméstnanosti). To znamend, Ze mad-li mon-
etdrni autorita prostor pro diskre¢nf politiku, neex-
istuje zadna bariéra pro jeji pfipadné pokuseni
dosdhnout jesté dalsich cfld, které mohou byt kon-
tradiktorni nizké inflaci. Zavér proto znf, ze
diskre¢ni politika, byt by byla ekonomicky opti-
malnf, je dynamicky nekonzistentnf, naproti tomu
politika pravidla, byt ekonomicky suboptimalni, je
dynamicky konzistentnf.

Argument dynamické nekonzistence tedy mluvi ve
prospéch politiky pravidla. Na jedné strané je sice
pravda, ze centrdlni banka mutze napomoci ztlu-
meni nékterych Sokd, na druhé strané stoji
nebezpeci dynamické nekonzistence a ndklady s ni
spojené (vyssi inflace nez v pripadé pravidla a s tim
souvisejici ztrdta kredibility). MtZeme proto fici, ze
mezi pFinosy pruzné politiky centrdlni banky
a ndklady spojenymi s dynamickou nekonzistenci
existuje urcity ,tradeoff”.

Pro strategii centrdlni banky je typicky delsi hori-
zont uvazovani. Vyjdeme-li z extrémniho pfipadu
nekone¢ného horizontu, pak ndklad, ktery pfi
diskre¢ni politice v dusledku dynamické
nekonzistence v budoucnu vznikne, bude cen-
trdIni banka diskontovat a porovndvat s dnesnim
pfinosem z pruzné (diskre¢nf) politiky. Ndkladem
pro centrdlni banku je predevsim ztrata kredibility
neboli reputace, kterou bude v budoucnu obtizné
ziskdvat. Vyrovnanim této (diskontované) ztraty
a p¥inosu z diskre¢ni politiky dostdvame novy typ
rovnovdhy, tzv. reputaéni rovnovihu.”
Reputaéni rovnovdha umoZiiuje realizovat
diskre¢ni politiku a aniZ by bylo zcela odstranéno
nebezpedi dynamické nekonzistence, je alespoii
omezeno ztrdtou reputace. Ve své podstaté muze
reputace nahradit pravidlo: monetarni politika
muZe byt pruznd, diskre¢ni, ale dynamicka
nekonzistence nemd ,volny prichod”. Vysledek
je podobné jako u pravidla suboptimalni, ale
rovnovazny. Jaké muzZeme vyvodit zdvéry z této
teoretické polemiky? Zda se, Ze jsme jednoz-

9 Pro reputaéni rovnovahu budou podstatné (i) citlivost vystupu na
odchylky inflace od jeji o¢ekdvané hodnoty, (ii) hodnota diskontniho fak-
toru a (iii) tvar ztratové funkce. Mezi nejvice citované modely s reputacnf
rovnovdhou patii Barro, Gordon (1983).

the name “dynamic inconsistency”.% Fischer
defines the term thus: “Dynamic inconsistency
arises if a future decision which is part of an
optimum plan devised in a certain initial period is
no longer optimum when regarded at a later stage,
although no new information has appeared in the
time between the two periods.” In other words, if in
the initial period the monetary authority considers
the achievement of zero inflation to be its optimum,
this need not necessarily be the case later on, as an
attempt may be made to achieve certain additional
goals as well (e.g. reducing unemployment). This
means that should a monetary authority have the
option of a discretionary policy, there is nothing to
stop it attempting to achieve still more goals if need
be which may be contradictory to the lowering of
inflation. One draws the conclusion that a
discretionary policy, although economically
optimal, is dynamically inconsistent, whereas a
policy of rules, although economically suboptimal,
is dynamically consistent.

The dynamic inconsistency argument thus speaks
in favour of the rule policy. On the one hand it is
undoubtedly true that the central bank must help to
cushion certain shocks, on the other hand there is
the danger of dynamic inconsistency and the costs
associated with it (higher inflation than in the case
of a rule policy and the resulting loss of credibility).
It can therefore be said that there is a definite
tradeoff between the benefits of a flexible central
bank policy and the costs associated with dynamic
inconsistency.

Central bank strategies are generally based on a
long-term outlook. If we start with the extreme case
of planning infinitely far into the future, then the
central bank will discount the future costs which
arise under a discretionary policy as a result of
dynamic inconsistency and compare these with
today’s benefits of a flexible (discretionary) policy.
The cost to the central bank is primarily its loss of
credibility or reputation, which it would have
difficulty in regaining in the future. By balancing
these (discounted) losses and gains from the
discretionary policy we arrive at a new type of
equilibrium, a “reputation equilibrium”.
Reputation equilibrium allows a discretionary policy
to be followed and, although the dangers of dynamic

8 On the problems of dynamic inconsistency in the context of inflation,
the reader may wish to acquaint himself with Goodhart’s textbook (1989)
among others, or from Czech literature see Ttima’s summary (1991).

9 (i) Sensitivity of output to the deviation of inflation from its anticipated
rate, (ii) the value of the discount factor and (iii) the shape of the loss
function are essential for reputation equilibrium. The most frequently cited
examples of reputation equilibrium include Barro, Gordon (1983).
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nacné nezjistili ani zda by centrdlni banka méla
podléhat pravidlu ¢i diskreci, ani jaké pravidlo by
pfipadné méla pouZivat. Pfes tento nevalny
vysledek muZeme formulovat dva pomérné pozi-
tivni zavéry.

Pravidlo vs. diskrece. Nelze sice jednoznacné fici,
zda je lepsi pravidlo nebo diskrece s reputacnf
rovnovahou. V obou pfipadech viak vidime, zZe
klicovym prvkem je kredibilita centralni banky.
V prvém pfipadé, s pravidlem, je kredibilita
zajisténa vlastné z definice, nebot pravidlo neu-
moznuje centrdlni bance vybocit mimo ji
vymezeny koridor. V pfipadé diskrece je toto
vyboceni mimo sledovana kritéria (kritérium) sice
mozné, ale je vymezeno vlastnostmi reputacnf
rovnovdhy. V podstaté to znamend, Ze i pfi
diskre¢nf politice je monetdrnf autorita nucena sle-
dovat néjaké pravidlo ¢i kritérium, aby si udrzela
potiebnou kredibilitu.

Volba pravidla. At uz se jednd pfimo o pravidlo
nebo o kritérium, které centrdlni banka sleduje pfri
své diskre¢ni politice se snahou udrzet si kredibilitu
(reputaci), nutnost specifikovat pravidlo ¢i kritérium
je zfejmd. Konsenzus v této véci neexistuje, ale
presto se zdd, Ze ekonomové vice a vice prosazujf
,Cilovani” nomindlntho HDP nebo piimo inflace.
Témto doporuc¢enim dopfavaji sluchu postupné
i monetdrni autority v riiznych zemich.'Y

Ve vétsiné zemf( je skutecnd monetarni politika
smésicl riznych pristupl. Pfinejmensim proklama-
tivné je stdle hodné pozornosti vénovdno rlstu
penézni zdsoby (tykd se zejména Bundesbanky),
kromé toho vsak centrdlni banky peclivé sleduji
vyvoj urokovych mér a dalsich proménnych, které
by samy o sobé mohly sehrat dlohu pravidla, jako
jsou ménové kurzy, nomindlni rast HDP nebo
inflace.

Podivejme se nynf, jak si z pohledu nezavislosti
a uplatiovani pravidla ¢i diskre¢nich zasahl stojf
Ceskd ndrodni banka v prvnich letech své exis-
tence.

Je CNB nezdvislou centrdlni bankou?

inconsistency are not completely eliminated, the loss
of reputation is at least modified. Reputation can in
essence replace a rule: monetary policy can be
flexible (discretionary), but dynamic inconsistency
does not have “free rein”. The consequence, as in the
case of the rule, is suboptimal, yet in equilibrium.

What conclusions can be drawn from this theoretical
debate? It is evident that we have ascertained neither
whether the central bank should be subject to a rule
nor which rule it would be appropriate to use.
Despite this uninspiring result we may nevertheless
formulate two relatively positive conclusions.

Rule vs. discretion. Although it is impossible to say
categorically which of the two possibilities, rule or
discretion, is better for reputation equilibrium, the
central bank’s credibility can be seen as the key
element in each case. In the first case, with the rule,
credibility is actually ensured by definition, since
the rule does not allow the central bank to deviate
from its defined corridor. In the case of discretion,
deviation from the criteria (or criterion) being
followed is possible, but is limited by the qualities
of the reputation equilibrium. This essentially
means that under a discretionary policy the
monetary authority is forced to observe some rule
or criterion, to keep its required reputation intact.

Choice of rule. Whether it is a rule or a criterion
which the central bank observes according to its
discretionary policy in order to retain its credibility
(reputation), the need to specify the rule or criterion
becomes obvious. Whilst here is no consensus on
these matters, economists do seem increasingly to
be advocating the “targeting” of nominal GDP or of
inflation directly. The monetary authorities in
various countries'?” are slowly beginning to heed
these recommendations.

The actual monetary policy of most countries
combines various approaches. At least in public
statements great attention is devoted to money
supply growth (particularly on the part of the
Bundesbank), moreover central banks closely
monitor the development of interest rates and other
variables which could themselves play the role of a
rule, such as the currency exchange rate, nominal
GDP growth or inflation.

Let us now consider the position of the Czech
National Bank in its first years of existence from the

10/ Nejeastéji se zmitiuje Novy Zéland, kde se cilovanf inflace uplatiiuje
gd r. 1990, ale neddvno bylo podobné schéma zavedeno v Kanadé,
Svédsku, Velké Britanii a je také soucdsti Maastrichtskych dohod.
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Jak ukdzala predchdzejici diskuze, otazku nezdvis-
losti nelze oddélovat od volby pravidla, kterému
centrdIni banka podléha. V pfipadé diskre¢ni poli-
tiky muze byt hodnoceni ponékud obtiznéjsi, ale
jak jiz bylo feceno v souvislosti s reputacnf
rovnovahou, pfipadny odklon monetarni autority
od pravidla maze byt jen omezeny.

Aniz bychom sledovali vlastni rozhodovaci mecha-
nizmus uvnitt CNB, mlZeme ji posuzovat jako
cernou skfimku, v tomto piipadé podle jejich vys-
tupt. Dostdvdme pomérné pozitivni obrazek, ktery
nenf v rozporu s predstavou o nezdvislé instituci.
CNB ma vysokou kredibilitu doma i v zahraniéi,
inflace je pod hranicf 10 procent, coZ je v transfor-
mujici se ekonomice bezpochyby udspéch. Politika
CNB, resp. jeji ceskoslovenské predchudkyng, byla
ovsem od roku 1990 urcena politikou pevného
ménového kurzu, ktery sehrdl dlohy nomindlni
kotvy - pravidla, k jehoZ dodrzovani se CNB
,zavazala”.

Pevny ménovy kurz, velmi uZite¢ny béhem stabi-
lizace ekonomiky, vsak po urcité dobé dosdhl hran-
ice svych moznosti. Inflace, byt na sympatické
drovni kolem 10 procent, se pohybuje kolem této
drovné jiz od roku 1992'" a zejména v sektoru
s neobchodovatelnym nepotravinaiskym zbozim
nema tendenci ddle klesat. V disledku kombinace
vzniklého infla¢niho diferencidlu a pevného kurzu
probihd silnd redlna apreciace koruny a kromé toho
pevny ménovy kurz znamend praktickou ztrdtu
kontroly nad vyvojem penézni zdsoby.'? Pevny
kurz tak prestal byt protiinfla¢nim ndstrojem
a naopak zacal omezovat moZnosti dalsiho
snizovani inflace. Z tohoto zorného uhlu je proto
pochopitelné, 7e se CNB rozhodla vymanit ze
sevieni pevného kurzu a rozsitila pdsmo pro
kolfsani koruny, ¢imz ziskala vice prostoru pro pfi-
padnou restriktivni politiku.

Uvolnéni tohoto pravidla je ale kratkodobym
feSenim. Vyse popsané problémy tim nejsou
odstranény, ani neni ustaven novy ndstroj, nové
pravidlo na jejich zvladnuti. Problémy se odsou-
vaji. Je nutné zduraznit, 7e CNB si svou reputaci

point of view of independence and the application
of a rule or discretionary intervention.

Is the CNB an independent central bank?

As the preceding discussion shows, the question of
independence is inextricably bound to the choice
of the rule to which the central bank is subject. In
the case of discretionary policy, evaluation may be
slightly more difficult but, as already mentioned in
connection with the reputation equilibrium
perspective, deviation by the monetary authority
from the rule can only be limited.

Without  observing  the  decision-making
mechanisms within the CNB itself, we may
nonetheless evaluate it as a black box on the basis
of its outputs. We arrive at a relatively positive
image which is not inconsistent with the idea of an
independent institution. The CNB enjoys high
credibility both within the Czech Republic and
abroad, and inflation is below 10%, an undoubted
achievement for a transitional economy. Of course
from 1990, CNB’s policy (as that of its Czechoslovak
predecessor) was definitely aimed at a stable
exchange rate acting as a nominal anchor, the rule
which CNB had made a “commitment” to observe.

However, after a certain period the fixed exchange
rate, very useful during the stabilisation of the
economy, reached the limit of its capacity. Inflation,
although at the acceptable level of around 10%, has
been fluctuating around this level since 1992
now,'" and in the non-marketable non-food goods
sector in particular displays no tendency to fall
below this level. As a result of the combination of a
rising inflation differential and a stable exchange
rate a marked real appreciation of the koruna is
taking place; moreover the stable exchange rate
signifies a virtual loss of control over the money
supply.'? The stable exchange rate has therefore
ceased to be an anti-inflationary mechanism and
has instead begun to limit opportunities for the
further lowering of inflation. From this point of view,
therefore, one can understand CNB’s decision to
free itself from the constraints of the stable exchange
rate and widen the fluctuation band for the koruna,
through which it has increased its ability to apply an
appropriate restrictive policy.

1/ Vylou¢ime-li dopad darové reformy, pak inflace v roce 1993 byla
také tésné nad drovni 10 procent.

12/ Jak ukazuje Frankel (1995), je volba fixniho kurzu optimdlini pouze
tehdy, je-li stabilité ménového kurzu ddvdna mimorddné velkd vdha
v porovndni s alternativnimi cili ménové politiky.

1/ If we exclude the effects of tax reform, inflation was slightly above
10% even in 1993.

12/ As Frankel shows (1995), the choice of a fixed exchange rate is optimal

only if extraordinary value is placed on exchange rate stability in
comparison with alternative monetary policy goals.
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nezdvislé a kompetentnf instituce zaslouZzila pravé
ve spojitosti se schopnosti dostdt zdvazku,
k némuz se zavdzala - pevnému ménovému kurzu.
Teprve od toho se odvozuje zvlddnuti infla¢nich
tlak a nikoli naopak. Uvolnéni pravidla ci
dokonce jeho pfipadné opusténi by ziskanou kred-
ibilitu banky ohrozilo.

Imperativem soucasného vyvoje proto je nalezeni
nového pravidla, které by umoznilo prilom ve
snizovani inflace a dalo by odpovéd na jiz zminéné
potize s redlnym zhodnocovanim koruny
a celkovym tlakem na platebnf bilanci. Pfi nizsim
inflacnim diferencidlu by bylo mozné drzet
ménovy kurz i naddle stabilni a pfitom si podrzet
kontrolu nad vyvojem penézni zdsoby.

Na jiném misté doporucujeme jako vhodné
pravidlo urceni a vyhldseni infla¢ni strategie na
nékolik let.'? Inflace je sndze sledovatelnd a proto
i sndze verejné kontrolovatelnd nez HDP, je pub-
likovdna s mési¢ni frekvenci a je sama o sobé
kone¢nym cilem, k némuz by centrdIni banka méla
sméfovat. Alternativné Ize zvazovat kombinaci
explicitntho infla¢niho cile se zdvazkem drzet
,posuvné pdsmo”, jehoz mira znehodnocenf by se
opirala pravé o vyhldseny infla¢nf cfl, a které by
mohlo brét v dvahu jak infla¢nf diferencidl, tak sys-
tematické redlné zhodnocovdni mény s moznostf
reagovat na jednordzové Soky. Diskuze téchto
alternativ vsak presahuje rdmec tohoto prispévku.

Zavér

Jak je v ekonomické teorii obvyklé, nedockame se
od ni jednoznac¢nych predikci ¢i doporuceni pro
optimdlni volbu soucasné ceské monetarni poli-
tiky. PFes nedokonaly konsenzus v polemice na
téma pravidla vs. diskre¢ni zdsahy lze nicméné
Fici, Ze stanoveni pravidla je potfebné, at uz ma
monetdrni autoritu pevné zavazovat nebo byt pro
ni pouze voditkem pfi zachovani kredibility
potiebné k dosaZeni reputacni rovnovahy.

The relaxing of this rule is only a short-term
solution, however. The problems described above
are not eliminated by it, nor is a new mechanism or
new rule established to master them. The problems
are merely deferred. It must be emphasised that
CNB'’s ability to meet an obligation to which it had
committed itself - a stable exchange rate - is the
very source of its reputation as an independent and
competent institution. Success in resisting
inflationary pressures is a consequence, not a
source, of this commitment. Relaxing or even
abandoning the rule would threaten the credibility
the bank has acquired.

The present situation therefore demands the
establishment of a new rule which will enable a
breakthrough in the lowering of inflation and
provide a solution to the previously mentioned
difficulties with the real revaluation of the koruna
and general pressure on the balance of payments.
With a lower inflation differential it would be
possible to continue to maintain a stable exchange
rate while retaining control of the money supply.

Elsewhere we recommend the setting and declaration
of an inflation strategy for several years as a suitable
rule.’ Inflation is more easily monitored and
therefore more subject to public oversight than GDP,
is published monthly and is in itself the end goal on
which the central bank should focus. Alternatively it
is possible to consider the combination of an explicit
inflation target with a commitment to maintaining a
“sliding band” whose rate of decline would be
directly based upon the publication of the inflation
target, and which could take account of both the
inflation differential and the systematic real
revaluation of the currency, with the capacity to react
to one-time shocks. Discussion of this alternative,
however, exceeds the scope of this paper.

Conclusion

As is usually the case in economics, we cannot
expect to obtain an unambiguous prediction or
recommendation for the optimum choice of a
present-day monetary policy for the Czech Republic.
It is, however, possible to say from the incomplete
consensus on the controversial subject of rules vs.
discretionary intervention that the establishment of
a rule is necessary, whether one firmly binding the
monetary authority or simply serving as a guide so
that it can maintain the credibility required to
achieve a reputation equilibrium.

13/ Viz Kreidl, Tama (1996).
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Co se tyc¢e volby pravidla samotného, jedno
pravidlo opoustime a musime intenzivné hledat
jiné. Povoleni fetézu od jedné nomindlni kotvy
neni dlouhodobym feSenim. Ceskd ekonomika je
dnes uZ natolik stabilizovand a dosla na cesté
transformace natolik daleko, e by se CNB méla
poohlédnout po standardnim, dlouhodobém Feseni
a nalézt pravidlo, kterého by se mohla drzet p¥ine-
jmensim po Fadu let. Explicitni stanoveni stfedné-
dobého infla¢nitho scéndfe by mohlo byt dobrou
volbou.

As regards the choice of rule itself, we are
abandoning one rule and must look hard for a new
one. Loosening the chain from a single nominal
anchor does not constitute a long-term solution.
The Czech economy has already stabilised to such
a point and has travelled far enough along the path
of transformation that CNB should be seeking a
standard, long-term solution and a rule which it
could observe for several years at the very least.
The explicit establishment of a medium-term
inflation scenario would be a good choice.
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DEVIZOVY KURZ A TRANSFORMACE

CESKE EKONOMIKY

EXCHANGE RATE AND TRANSITION
PROCESS OF THE CZECH ECONOMY

Ing. Miroslav Hrncit, DrSc.
Ceskd ndrodni banka

Ziva diskuse, jeZ se na pocatku 90. let rozvinula
o kurzovém rezimu, o funkcich devizového kurzu
a o relevanci standardnich teorii devizového kurzu
pro ekonomiky v transformaci mohla byt pouze
hypotetickd. Na rozdil od toho nékolik let reform-
niho Usili v zemich stfednf a vychodni Evropy jiz
poskytlo empirické poznatky o kurzovém vyvoji
v podminkdch transformace. Diskuse o faktorech,
které ovliviiuji volbu kurzového rezimu, jakoz
i identifikace jeho prednosti i omezeni se tedy

muZe odvijet na pozadi redlnych skute¢nosti

a s vyuzitim mezindrodntho srovnanf.

S vyhodou tohoto zpétného pohledu Ize formulovat

nékteré zdvéry o vyvoji kurzového usporadani
v nové se formujicich trznich ekonomikach stfednf

a vychodnfi Evropy:

e pro ekonomiky v transformaci byla pfiznacna
celd skdla kurzovych reZzimU, od currency board
(v Estonsku a Litvé) az po rtzné varianty
plovouctho kurzu, vice ¢i méné regulovaného
(napf. ve Slovinsku a Bulharsku),

e v priibéhu transformace vyrazné prevézila ten-
dence k flexibilngjsim formdm devizovych kurzu.
Tento zavér platf, mimo jiné, pro Polsko a Madar-
sko. Polsko zahdjilo reformy s fixnim kurzem a se
zdvazkem udrzet zvolenou kurzovou relaci po
urcité stanovené obdobi. Tento rezim byl
v kvétnu 1991 nahrazen systémem adjustable
peg (tj. ,regulovatelnym zavésenim kurzu”)
a v fijnu 1991 systémem crawling peg (,plizivé se
ménicim zavésenim”). Pozdéji, v kvétnu 1995
bylo fluktua¢ni pdsmo polského zlotého
rozsiteno na + 7% a Polsko se tak zaclenilo mezi
tu skupinu nové se formujicich trznich ekonomik
jako je lzrael, Kolumbie, Chile ¢i Mexiko, jez
vyuzivaji systému crawling band (,plizivé se
méniciho pdsma”). Madarské ménové instituce
tradi¢né praktikovaly kurzovou politiku malych
diskrétnich devalvaci ve vztahu k ménovému
kosi, nepravidelné rozlozenych v ¢ase. Tato poli-
tika prilezitostnych korekci byla v roce 1995
v rdmci prijatého stabiliza¢niho programu
nahrazena systémem crawlingu, s ex-ante
stanovenym koeficientem kurzové korekce

Miroslav Hrn¢ir
Ceskd ndrodni banka

At the start of the 1990s, a lively discussion on
exchange rate regimes and the relevance of
arguments of conventional theories for economies
in transition from a centrally planned to market
framework could be only hypothetical. Since then,
several years of reforms in the countries of Central
and Eastern Europe have provided empirical
evidence on exchange rate developments in
transition conditions. Accordingly, a discussion on
the factors affecting the choice of exchange rate
regime and on the merits of various adopted
options can be treated in a comparative setting and
on the data and lessons already learned.

Evaluating exchange rate arrangements in the
emerging market economies (EMEs) of Central and
Eastern Europe with the benefit of hindsight, leads
to the following conclusions:

e exchange rate regimes have developed in a wide
variety across individual transition economies,
from currency board systems (in Estonia and
Lithuania) to various options of a managed float
(including e.g. Slovenia and Bulgaria),

e in the course of time the trend to more flexible
exchange rate forms has clearly prevailed. This
refers, among others, to Poland and Hungary.
Poland started its transition in 1990 with a fixed
rate pre-committed to a specified period. That
regime was replaced by an adjustable peg system
in May 1991 and by a crawling peg in October
1991. Later, the band was widened to + 7% (May
1995). Poland thus joined some other EMEs,
including Israel, Colombia, Chile and Mexico in
introducing a crawling band system. Hungarian
authorities traditionally pursued a policy of
mostly small irregular, discrete realignments
(devaluations) with respect to a basket. That pol-
icy of occasional small adjustments was replaced
within the framework of the stabilisation pro-
gramme of 1995 by a pre-announced crawling,

e though the available evidence on the compara-
tive merits of applied exchange rate regime
options in transition conditions is as yet only par-
tial, the early peggars (countries like Poland, the
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domdaci mény podle ocekdvané miry inflace
(infla¢niho diferencidlu),

dosud disponibilni zavéry z komparativniho
posouzeni rezimu devizovych kurztd apliko-
vanych v podminkdch ekonomik v transformaci
jsou nutné jen dil¢i. Nicméné je mozno konsta-
tovat, Ze zemé, jez se v prvnich fazich transfor-
mace priklonily k fixované kurzové relaci (napf.
Polsko, Ceskd a Slovenskd republika, Madarsko
¢i Estonsko) dosdhly relativné priznivéjsich
vysledkt v makroekonomické stabilizaci (v po-
stupu dezinflace) i v obnové dynamiky rozvoje
(v tempech hospodarského rustu).

Kurzovy rezim Ceské republiky byl a7 do dnora
1996 typem relativné velmi rigidntho fixntho kurzu
s fluktuac¢nim pasmem pouze + 0,5%. | kdyz proces
redlného zhodnocovéni koruny pokracoval stejné
jako v ostatnich nové se formujicich trznich
ekonomikach a kromé toho bylo nutno absorbovat
dtsledky rady asymetrickych $oku, vcetné
rozdéleni byvalého Ceskoslovenska a jeho
spole¢né mény, podafilo se od samého pocdtku
transformace v roce 1991 udrzet stabilitu nominal-
ntho devizového kurzu koruny. To je nesporné
specificky rys vyvoje ceské ekonomiky. Politikou
fixniho kurzu byla vytvofena nomindlni kotva pro
stabiliza¢nf proces, jenz ndsledoval po rasantni lib-
eralizaci cen, zahrani¢ni smény a devizové sféry
zacdtkem ledna 1991. Nebyl vsak verejné prijat
zdvazek, zZe zavedeny rezim fixniho kurzu a jeho
hladina se nezménf, at jiZ po pfedem vymezené
obdobf ¢i bez ¢asového omezeni. Rezim pevného
kurzu, fixujic relaci domdci mény ke zvolenému
ménovému kosi, zustal zachovdn az do konce
tnora 1996, tj. nepfetrzité po 62 mésict. Takova
dlouhotrvajici stabilita devizového kurzu byla
zcela vyjimecnd pro ekonomiku v transformaci, ale
i v porovndni s nékterymi clenskymi zemémi
OECD. Pfi zachovani nezménéné a i naddle sta-
bilni centrdlni parity bylo fluktua¢ni pasmo ceské
koruny koncem dnora 1996 rozsifeno na + 7,5%.

Ve srovndni's paralelnfm vyvojem ve srovnatelnych
zemich byly v piipadé ceské ekonomiky pro posun
kurzového uspordadani k flexibilnéjsimu rezimu
pfiznacné dva rysy :

¢ na rozdil od nékterych jinych zemf v transformaci
kurzovy rezim ceské koruny se nezménil na
crawlingovy typ pdsma, jimz by byl korigovan
infla¢nf diferencidl. | v podminkach transformace
a po péti letech nezménéné centrdlnf parity byl
tedy udrZen horizontdInf typ pdsma s nezméné-
nou centrdlni paritou,
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Czech and Slovak Republics, Hungary and
Estonia) seemed to have fared relatively better in
their stabilisation efforts and macroeconomic
recovery.

The Czech Republic is a case of a pegged
exchange rate system and its distinguishing feature
has been the capability to sustain nominal
exchange rate stability from the very start of
transition in 1991, despite external shocks and a
real rate appreciation parallel to other EMEs.
A policy of nominal exchange rate stability was
targeted to anchor the stabilisation process after
the sweeping price and foreign exchange
liberalisation in January 1991. However, no
binding commitment was publicly made to keep
the introduced type of fixed exchange rate regime
and the given exchange rate level unchanged,
neither indefinitely nor for any pre-announced
period. Nevertheless, the regime pegging the
domestic currency to a basket was maintained
unchanged (despite the dissolution of the former
Czechoslovakia and its common currency) up to
the end of February 1996, i.e. for 62 consecutive
months. Such long-run exchange rate stability has
indeed been exceptional in a transition economy
and even in comparison with some OECD member
countries. At the end of February 1996, keeping
central parity untouched, the exchange rate
fluctuation band of the Czech koruna (CZK) was
widened to + 7.5%.

Compared to the parallel experience in other
countries, two features of this regime’s shift to a
more flexible arrangement and its aftermath
distinguished the Czech case:

e unlike a number of other EMEs, the Czech
exchange rate arrangement did not switch to a
crawling type of band to correct for the inflation
differential. Though, in the conditions of a transi-
tion economy and after five years of unchanged
central parity, the horizontal type of band with
the same central parity has been adhered to,

e the widened margin notwithstanding, the CZK
market exchange rate has continued to fluctuate
within a relatively narrow band of + 2% in the
follow-up period of the first half of 1996. The
periods of nominal depreciation vis-a-vis central
parity alternated with those of nominal apprecia-
tion. In the second half of 1996, however, the
CZK remained in the stronger part of the band,
despite increasing deficits in trade and current
accounts.  Occasionally, during  August-



* i po vyrazném rozsiteni fluktuacnitho rdmce se
trzni kurz koruny v prvni poloviné roku 1996
naddle pohyboval v rdmci relativné tizkého pasma
zhruba + 2% okolo centrdIni parity, pficemz
obdobf nomindlnitho zhodnocenf a znehodnocenf
se stfidala. Ve druhé poloviné roku se vsak kurz
koruny usadil v aprecia¢ni poloviné pasma, a to
i pres narlstajici deficit obchodni bilance
a bézného tctu. V srpnu a zaff nomindlni zhodno-
cenf dosahovalo az 4% ve vztahu k centrdlni par-
ité.

Je pfitom pozoruhodné, Ze relativné zna¢na stabilita
nomindlniho ménového kurzu pokracovala i po
uvolnénf fluktua¢ntho pasma, aniz by CNB musela
intervenovat na devizovém trhu. Verejné prohldsenf
CNB, e je pfipravena vyuZivat celou §ifi fluktu-
ac¢niho pasma, zjevné prispélo ke kredibilité daného
kurzového usporadani a v dusledku toho i k rela-
tivné mirnym odchylkdm trhu od centrdInf parity.

Scéndr transformace ¢eské ekonomiky a cely proces
jeji restrukturalizace byl zalozen na rezimu fixntho
kurzu. Ve vychozi fazi makroekonomické stabi-
lizace a dezinflace nomindlni devizovy kurz prevzal
roli klicové nomindlni kotvy. Tento typ stabiliza¢ni
strategie, tj. stabilizace zalozené na pevné kurzové
relaci, byl propagovan a také uplatnén v celé fadé
zemi, vCetné nékterych dalsich ekonomik stfednf
a vychodni Evropy. Pro byvalé Ceskoslovensko
a pozdéji pro Ceskou republiku viak bylo speci-
fické, Ze na rozdil od ostatnich - se toto kurzové
feseni udrzelo beze zmény i v dalsich etapdch.

Podle konven¢ni teorie je devizovy kurz v roli
nomindlni kotvy opodstatnény v zdsadé ve dvou
typech situact:

e v podminkdch vysoké miry inflace, kdyz je dana
zemé odhodladna k radikdlnf dezinflaci. V tomto
piipadé vsak role devizového kurzu jako nom-
indlni kotvy mutize byt pouze docasnd, omezena
na relativné kratké obdobf ndrazového sniZenfi
inflace,

e v zemich se stabilizovanou cenovou hladinou,
jejichz anti-infla¢nf politika jiz zfskala na davéry-
hodnosti.

Vzhledem k tomu, 7e Ceskd republika jednoz-
nacnéji nezapadd ani do jednoho z uvedenych
schemat, nastoluje jeji instituciondIni uspofdddnf
v kurzové sfére radu otdzek, a to zejména:

e pii¢iny dlouhodobé stability nomindlniho devi-
zového kurzu v podminkdch zdsadni transfor-

September 1996 its nominal appreciation exceeded
4% with respect to central parity,

e after being freed up by the wider band, the
remarkable stability of the CZK nominal
exchange rate has continued to be in place,
without stabilising interventions by the CNB. The
publicly declared resolution of the CNB to use
the band’s entire width evidently contributed to
the credibility of the arrangement and, as a
result, to relatively modest market deviations
from central parity.

The Czech transition scenario and the entire
transition process has been linked to the pegged
exchange rate regime. The nominal exchange rate
was assigned the role of key nominal anchor in the
initial phase of macroeconomic stabilisation and
disinflation. Such an exchange rate based
stabilisation strategy was, of course, advocated and
implemented elsewhere, including in some other
EMEs of Central and Eastern Europe. However,
what has been specific to the case of the former
Czechoslovakia and, later on, of the Czech
Republic, is the adherence to that type of
arrangement in the follow-up periods also.

According to conventional wisdom, there is a role
for the exchange rate as a nominal anchor in two
types of situations:

e in conditions of high inflation rates when the
country is ready to disinflate. In this case the role
of nominal exchange rate as an anchor can only
be temporary, confined to a short period of radi-
cal disinflation,

e in countries with a favourable price stability
record which have already earned credibility for

their anti-inflation policy stance.

As the case of the Czech Republic did not fit either
case, its experience raises questions, in particular:

e the basis for the protracted nominal exchange
rate stability in the conditions of a transition

economy

e the benefits and costs of the applied exchange
rate regime’s option,

e its sustainability and prospects.

Why the nominal exchange rate stability proved to
be consistent with the persistent real exchange rate
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mace ekonomiky a pokracujiciho redlného zhod-
nocovanf koruny,

e vyhody a omezenf, zisky a naklady tohoho kur-
zového usporadant,

e jeho udrzitelnost a perspektivy.

Slucitelnost stability nomindlntho devizového
kurzu s trvajicim redlnym zhodnocovanim koruny
v dosavadnim vyvoji ¢eské ekonomiky lze vysvétlit
témito argumenty:

e vyrazné vychozi podhodnoceni mény po deval-
vacich v roce 1990, jez predchdzely imple-
mentaci ,baliku” liberaliza¢nich a stabiliza¢nich
opatfent,

relativné Uspésny proces dezinflace v porovndnf
s ostatnimi stdty stfednf a vychodnf Evropy. Diky
konzistentni  makroekonomické politice se
podafilo udrzet cenovy vyvoj v pribéhu transfor-
mace pod kontrolou a mira inflace mérend
indexem spottebitelskych cen se od roku 1994
snizila na jednociferné ¢islo v porovndni s 56,7%
v roce 1991,

doslo k vyraznéjsim posunim v drovni
rovnovazného redlného kurzu koruny, kdyz se po
strukturdIni ,transformacni” depresi ekonomika
zacala zotavovat a obnovil se rtst HDP, produk-
tivity a dlichodové hladiny.

Pro vyvoj zemf stfednf a vychodnf Evropy, na rozdil
od ostatnich ¢asti svétového hospodarstvi, jsou
charakteristické podstatné zmény v makroekonom-
ickém a institucionalnim prostredf. Proces ekonom-
ické transformace se odvijel v nékolika etapdch,
z nichz kazda méla své specifické rysy a podminky.
Proto se ménilo i prostfedi pro devizovy kurz
a ndroky na jeho roli v ekonomice. Pfi jesté nerozv-
inuté financni infrastrukture a pfi pouze omezené
liberalizaci ve vychozich stadiich transformace
byly urcujici pouze faktory a ,fundamentals” v rov-
iné bézného tctu. Na rozdil od toho v dal3f etapé,
na zdakladé postupujici liberalizace a vyzravani
domdcich finan¢nich trhii, se neméné relevantnf
staly i kapitdlové toky a ,fundamentals”
kapitdlového uctu, jmenovité drokovy diferencidl.

V konkrétnich podminkdch ceské ekonomiky se
funkce stabilntho devizového kurzu jako nomindlnf
kotvy ve vychozim obdobi transformace ponékud
odchylila od svého standardnitho obsahu. Pfi
vyrazném podhodnoceni devizového kurzu koruny
jeho fixované napojeni na ko$ stabilnich mén
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appreciation in the past period of Czech
developments:

e initial undervaluation of the currency in 1990,
prior to the implementation of a sweeping
liberalisation and stabilisation package,

e the relatively favourable inflation record com-
pared to some other EMEs of Central and Eastern
Europe. Thanks in particular to consistent macro-
economic policies, inflation remained under con-
trol in the course of transition and its rate
decreased from 56.7% in 1991 to single digit lev-
els from 1994 onwards,

e the shift in the equilibrium of the real exchange
rate which took place once productivity and
income started to recover after the structural
“transition” depression of the initial period.

A specific, distinguishing feature of countries in
transition compared to other parts of the world
economy are the substantial changes in the
macroeconomic and institutional environment. The
transition process advanced through several stages
with different, stage-specific features. In each, the
environment for the exchange rate and the
requirements addressed to its role have changed.
While, in an earlier stage, only current account
fundamentals ~ mattered because of the
underdeveloped domestic financial infrastructure
and only partial liberalisation, in the follow-up
stage, capital flows and capital account
fundamentals became no less important for
exchange rate policies.

Accordingly, the nominal anchor function of the
pegged exchange rate in the initial period
deviated from its conventional concept. Owing to
its substantial undervaluation, the fixed exchange
rate could not “import” stability from outside due
to the peg to a stable foreign currency. Rather, it
functioned as a stable benchmark for price ratio
adjustments and as the only fixed point in a state
of general “chaos”. Only gradually, in
accordance with the process of real appreciation,
was the type of nominal anchor function shifted
to a standard one and its disciplining function
become binding.

The above conditions also explain why, in the
initial stage of transition:

* monetary targeting, i.e. the intermediary target in
terms of M2, could be consistent with the paral-
lel nominal exchange rate anchor,



en

nemohlo Gcinné zajistovat , importovani” stability
z vnéjsku, jak by to vyplyvalo z konvencniho
chdpéani kurzu jako nomindinf kotvy. Devizovy
kurz se prosazoval spise jako jediny pevny bod
v situaci celkového ,chaosu” cenovych relaci po
veobecné ndrazové liberalizaci a jako bdze pro
Zadoucf adaptaci téchto relaci. Pouze postupné, tak
jak pokracovalo redlné zhodnocovdni a jak se
vyprazdnoval pffslusny kurzovy ,polstar”, nabyvala
funkce stabilizovaného kurzu standardni podoby
nomindlnf kotvy a jeji disciplinujici role zacala byt
skutecné relevantni a zdvaznou.

Vyse uvedend argumentace rovnéz vysvétluje proc
v pocdtecnich obdobich transformace:

e mohl byt cil v roviné penézni zdsoby, tj.
zprostiedkujici cifl ménové politiky ve formé M2,
konzistentni s paralelnfim cilem v podobé nom-
indlnfi kurzové kotvy,

* nebylo nutno hdjit veli¢inu nomindlniho devi-
zového kurzu hospodarsko-politickymi ndstroji
a opatienimi, s uplatiovdnim fixni kurzové relace
tedy nevznikaly dalsi naklady.

Tato konstelace se viak zacala zdsadné ménit, jak-
mile v dal$ich obdobich doslo k vyraznému zinten-
zivnéni kapitdlovych tokt. V podminkdch stdle
jesté vysokého inflacntho a trokového diferencialu,
jenz byl nevyhnutelnym produktem transformace,
zacala se projevovat konfliktnost cild ménové poli-
tiky a stdvajictho kurzového usporddani. Masovy
piiliv kapitdlu vydustil do tlaku na zhodnocenf
meény, a to bud cestou nomindlniho zhodnocenf ¢i
urychlenf redlného zhodnocovdnf. Existujici rigidni
rezim fixntho kurzu, jenz toleroval kurzové pohyby
jen ve velmi dzkém pdsmu + 0,5 %, neodpovidal
zménénym podminkdm a v narustajici mite pusobil
nikoli ve prospéch makroekonomické stability jako
drive, ale naopak proti nf. Vyrazné rozsitenf fluktu-
acniho pdsma byla proto cestou, jak uvést do
souladu pozadavky devizového kurzu jako nom-
indlni kotvy a makroekonomické stability
v pokrocilém stadiu finan¢ni otevrenosti ceské
ekonomiky, avsak stdle jesté ekonomiky s transfor-
macnimi specifiky.

e there was no necessity to defend the nominal
exchange rate with special policy measures and,
accordingly, no addition costs of such policies.

The situation has changed with substantial
development of capital flows in the next stage. In
the conditions of still wide inflation and interest
rate differentials, inherent to transition, the
monetary and exchange rate policy goals started to
conflict. The capital inflows resulted in pressures
for either nominal or real appreciation of the
currency. As a result, the existing rigid fixed
exchange rate of a rather narrow band of + 0.5 %
worked against macroeconomic stability. The shift
to a wider band was, therefore, a way to reconcile
the requirements of the exchange rate nominal
anchor and macroeconomic stability in the stage of
advanced financial openness of the Czech
economy.
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Aktudlni otazky kurzové politiky a pers-
pektivy plné sménitelnosti

Fiskalni politika: co nového po rozsifeni
fluktuacniho pdsma?

Current Issues of Exchange Rate Policy
and Prospects for Full Convertibility
Fiscal policy: what has changed since the
widening of the fluctuation band?

Ing. Pavel Stépanek, CSc.
Ministerstvo financi CR

Poc¢inaje rokem 1994 se ekonomika CR zacala
pohybovat po riistové trajektorii a vétSina prognos-
tickych studif se v soucasnosti shoduje v ndzoru, ze
minimdlné v nékolikaletém horizontu bude nynf
ekonomika dynamicky rust. Nékteré tendence
makroekonomickych ukazateld zejména v roce
1995 vsak naznacily, ze hospodarskd politika bude
nyni postavena pred modifikované, avsak
Zatimco v pocdtku ekonomické transformace byla
osou makroekonomické politiky stabilizace
ekonomiky a jeji liberalizace, v nadchdzejicim
obdobf pujde zejména o dosazeni udrzitelného
tempa rustu. V roce 1995 doslo ke zvyraznénf
piflivu kapitdlu, prohloubil se deficit obchodnfi
bilance a bézného uctu bilance platebnf. | kdyz
z ménového hlediska se oba jevy do jisté miry kom-
penzuji, priliv kapitdlu byl pro ménovy vyvoj v roce
1995 determinujici. Na druhou stranu do jisté miry
pozitivnim jevem bylo ur€ité zmirnéni intenzity
infla¢ntho tlaku mzdového vyvoje, spojené nikoliv
se zmirnénim vyvoje mzdového, ale s vyraznéjsim
rstem (oproti predchozim obdobim) produktivity
prace (pfinejmensim v sektorech primyslu
a stavebnictvf, predstavujicich stdle zhruba polov-
inu zaméstnanosti v ndrodnim hospodafstvi).

Steriliza¢nf Usili centrdIni banky pfineslo pozitivni
efekty (odhadovand vyse tzv. offset koeficientu
v intervalu 0,4-0,65 by v mezindrodnim kontextu
mohla byt povazovdna spiSe za efektivni steriliza-
¢nf politiku), avsak nelze prehlédnout, Ze relativnf
Uspésnost sterilizacnich aktivit byla ,zaplacena”
pomérné vysokou cenou, kdy cista ztrdta centrdlni
banky dosdhla nékterymi prameny odhadovanych
2 procent HDP.

V souvislosti s pfilivem kapitdlu se zacaly také
objevovat hlasy volajici po jisté zméné fiskdlni poli-
tiky a po razantnéjsim prosazovani rozpoctové pre-
bytkovosti. Argumentovalo a argumentuje se tim,

Pavel Stépdnek
Ministry of Finance of the Czech Republic

Since 1994 the Czech economy has been moving
along a growth trajectory and most current forecasts
agree that at least for the next few years the
economy will grow dynamically. However, various
macroeconomic trends, particularly in 1995, have
shown that economic policy will now face new,
though in comparison with the past no less
demanding challenges. Whereas at the beginning
of economic transition macroeconomic policy
hinged upon the stabilisation and liberalisation of
the economy, in the forthcoming period it will be
particularly concerned with achieving a stable
growth rate. In 1995 the inflow of capital became
more intense, and the trade and current account
deficits increased. Although to a certain extent both
phenomena compensated for each other from a
monetary point of view, the determining factor for
the state of the currency in 1995 was the inflow of
capital. On the other hand, the definite decrease in
the intensity of wage-driven inflationary pressure
was to a certain extent a positive phenomenon, due
not to any moderation in wage demands, but to a
marked growth (compared with the previous
period) in labour productivity (at least in the
manufacturing and construction sectors, which still
account for about half of national employment).

The central bank’s sterilisation efforts had a positive
effect (in an international context the estimated
“offset coefficient” of between 0.4 - 0.65 might
have been considered an effective sterilisation
policy), however it is impossible to overlook the
fact that a comparatively high price was paid for the
relative success of these activities, as in the estimate
of some sources the central bank’s net loss attained
2 percent of GDP.

Regarding the inflow of capital, there began to be
calls for change in fiscal policy and for the strong
promotion of budgetary surpluses. It has been and
still is argued that the state budget cannot work
towards its autonomous goals in the present
transitional situation, that it is not yet sufficient to
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Ze statni rozpocet nemliZze v nazrdlé situaci sle-
dovat své autonomnf cile, Ze jiz nestaci sledovat
cestu jeho vyrovnanosti a Ze mu pfislusi se ke ster-
ilizacnimu Usili pfipojit. Nékteré skeptictéjsi hlasy
pak uvedly, Ze by alesponi rozpoctova politika
neméla jit proti sméru steriliza¢ntho Usilf centrdlni
banky a uvadély ilustrace, podle kterych md tdajné
rozpoctovy vyvoj v poslednim obdobi vice
expanzivni nez neutrdIni charakter.

Vedle téchto udvah, presnéji soucasné s nimi, se
fiskdlnf politiku v podminkdch soucasného rych-
|ého hospodarského ristu. Zde se objevuje argu-
ment, Ze v takovych podminkdch ma politika
vyrovnaného rozpoctového hospodareni spise
expanzivni Gc¢inky. M4 to byt proto, ze se zrych-
lenfm rastu danového zdkladu se pfi respektovan(
vyrovnanosti vytvari prostor i pro jistou vydajovou
expanzi, kterd v podminkdch rastu tazeného
agregdtni poptadvkou muZe zpétné prispét k prehratf
hospoddiského cyklu. Byvd upozornovano i na
mozny pfiznivy Gcinek restrikce poptdvky cestou
vétstho rozpoctového prebytku na snizenf schodku
obchodni bilance, resp. na zpomaleni dynamiky
jeho rustu.

Konec¢né staronovym argumentem, ktery se
neddvno znovu objevil je, Ze prebytkovy rozpocet
by podporil divéryhodnost hospodarské politiky.
Tento argument je spojovdn se zvySenim
kratkodobé slozky kapitdlovych transakci v nasi
platebni bilanci v uplynulém roce a obecnéji
i s rostoucf citlivosti a volatilitou mezindrodnich
finan¢nich trha.

Rdd bych se k nékterym témto aspektim nyni
vyjadfril.

Pokud jde o pfiliv kapitdlu a argument, ze centrdlni
banka by ve svém steriliza¢nim Usili méla byt
vyraznéji podporena i fiskdlni politikou, |ze na
jednu stranu tomuto argumentu porozumét
zejména proto, Ze se sterilizacf jsou pro centrdlnf
banku spojené nezanedbatelné vicendklady. Na
stranu druhou je vsak tfeba soucasné i podotknout,
Ze predstava o vyssim zapojenf fiskdlnf politiky do
steriliza¢ntho procesu vznikla a byla formulovana
v situaci, kdy centrdlni banka stdla pred slozitym
a do jisté miry vnitfné nekonsistentnim tkolem,
totiz pfi fixnim kurzu zajistit v podminkach pfilivu

56

follow a balanced-budget policy and that it would
be appropriate for it to take part in the sterilisation
efforts. Skeptical voices replied that budget policy
should at least not work against the sterilisation
efforts of the central bank and gave illustrations
from which it appears that the budget has recently
been of an expansionary rather than neutral
character.

Alongside these reflections, or more exactly
concurrently, more general reflections were made
concerning the need to re-evaluate fiscal policy in
terms of the present rate of economic growth. The
argument arises here that under such terms a
balanced-budget policy has more expansionary
results. This is so, it is argued, because the
accelerated growth of the tax base creates an
opportunity, even while respecting the balanced-
budget principle, for a certain increase in
expenditures, which in circumstances of aggregate
demand-driven growth could subsequently lead to
overheating of the economy. The possible favorable
result of restricted demand brought about by a
larger budgetary surplus on the reduction of the
trade deficit, or at least slowing down its growth
rate, has also been pointed out.

Finally there is the recurring argument that a budget
surplus would add to the credibility of economic
policy. This argument is linked to the increase in
the short-term portion of capital transactions in our
balance of payments for the past year and also
more generally to the growing sensitivity and
volatility of international financial markets.

I would now like to discuss some of these issues.

Regarding the inflow of capital, the argument that
the central bank would also gain significant support
in its sterilisation efforts from fiscal policy is
understandable from one point of view, particularly
as sterilisation is associated with significant extra
costs. On the other hand, however, it is also
necessary to point out that the idea that fiscal policy
be more involved in the sterilisation process
occurred and was formulated at a time when the
central bank was facing a difficult, and to a certain
extent internally inconsistent, task - that of ensuring
price stability with a fixed exchange rate during an
inflow of capital. Whilst the inflow of capital was
growing and the position of the central bank was
becoming more difficult as a result, it was
completely natural that support for the sterilisation
policy was also sought outside its immediate field
of influence.



kapitdlu stabilitu cen. S tim jak pfiliv kapitdlu
nartstal a pozice centrdIni banky se v dusledku
toho stdle vice komplikovala, bylo zcela pfirozené,
Ze byla hleddna podpora pro steriliza¢ni politiku
i mimo rdmec jejtho bezprostfedntho vlivu.

Otdzka nynf stoji tak, zda se s vyraznou zménou
kurzové politiky, jiz rozsiteni kurzového pdsma
v tnoru tohoto roku bylo, zménilo v tomto sméru
mnoho, mdlo nebo moznd nic. Soudim, Ze v tomto
ohledu jsou fakta ndsledujici:

e za prvé je jisté nepochybné, Ze se nezménily jak
hlavnf cfl centrdlni banky, tedy cenova stabilita,
tak cile zprostredkujicf jako je prirastek penéznf
zéasoby,

e za druhé i naddle bude, a to i v podminkach vétsf
kurzové volnosti, cflem centrdlni banky udrzet
maximalni kurzovou stabilitu,

e za tfetl jsou zde naddle predpoklady pro to, ze
pfiliv kapitalu bude pokracovat.

Z téchto vychodisek vyplyvd, Ze prostiedi, ve
kterém bude zabezpecovdna ménovd politika se
v budoucnosti az tak mnoho od soucasného lisit
nebude. Zatimco prvni dvé zde uvedend
vychodiska jsou samoziejmd, je tfeba se nékolik
okamzikli zabyvat vychodiskem tfetim a zduvod-
nit, pro¢ se domnivame, ze kapitdlovy pfiliv bude
pokracovat. K tomu je tfeba analyzovat jeho
dosavadnf vyvoj, strukturu a faktory, které jej zpu-
sobily.

Kapitdlovy ucet platebni bilance dosdhl v roce
1995 prebytku 8,4 mld. USD, coz je 18,4 % HDP.
Toto je samo o sobé mimorddna vyse, kterd i pred-
stihuje objem kapitdlového pfilivu v nékterych
zemich, které byly doneddvna uvddény jako
v tomto sméru extrémni pitklady. Z této castky
predstavoval podil pfimych investic 2,6 mld. USD,
piiliv portfoliovych investic 1,4 mld. USD, ostatni
dlouhodoby kapital, v némz dominoval pfiliv Gvért
3,3 mld. USD a kone¢né saldo kratkodobého
kapitdlu c¢inilo 1,1 mld. USD. Tyto pfirtstkové
Udaje ukazuji, Ze podil salda krdatkodobého
kapitdlu nebyl rozhodujici polozkou kapitdlového
Uctu (v roce 1995 14 %, nejde vsak o zcela presné
vyjadreni situace, protoze pfiliv krdtkodobého
kapitdlu byl v roce 1995 bilan¢né kompenzovén
vyrovndvdnim  clearingu  Slovensku:  podil

The question is now one of whether after
considerable change in the exchange rate policy
(the exchange rate band was widened in February
of this year) much, little or possibly nothing has
changed in this regard. | believe that the facts in this
regard are as follows:

e Firstly it is doubtless the case that neither the
central bank’s main goal, that of price stability,
nor its intermediate goals, such as money supply
growth targets, have changed.

e Secondly, despite greater exchange rate freedom,
the central bank’s goal will still be to maintain a
stable exchange rate.

e Thirdly, conditions still exist for a continued
inflow of capital.

From these starting points it follows that the
environment in which future monetary policy will
be safeguarded will not differ greatly from that of
today. While the first two points indicated here are
obvious, we need to think about the third in more
detail and give our reasons for considering that the
inflow of capital will continue. An analysis of its
development so far, its structure and the factors that
affected it is therefore required.

In 1995 the capital account of the balance of
payments reached a surplus of USD 8.4 billion, or
18.4% of GDP. This in itself is an exceptionally
high figure, in excess of the volume of inflow in
certain countries cited until recently as extreme
cases in this respect. Of this total, direct
investments accounted for USD 2.6 billion, inward
portfolio investment USD 1.4 billion, and long-term
capital for the remainder, dominated by an inflow
of credit in the amount of USD 3.3 billion; the final
net inflow of short-term capital attained USD 1.1
billion. These cumulative data indicate that short-
term capital was not the most important element in
the capital account. (In 1995 short-term capital
accounted for 14% of the total, but this is not an
entirely accurate reflection of the situation because
the inflow of short-term capital in 1995 was offset
by settlement of clearing balances with Slovakia:
the share of short-term debt in total gross
indebtedness is 30.1%.)

It is also necessary to differentiate between the
factors at the root of the inflow of capital. Besides
general reliability and a favourable assessment of
the Czech Republic’s economic situation, an
improving credit rating, macroeconomic stability
and investment prospects being regarded as

57



kratkodobé slozky na celkové hrubé zadluzenosti
predstavuje 30,1 %).

Pokud jde o faktory, které stily u korene pfilivu
kapitdlu, je tfeba je diferencovat. Vedle celkové
duvéryhodnosti a priznivého hodnoceni ekonom-
ické situace CR, zlepujictho se ratingu, makroeko-
nomické stability i pfiznivého hodnoceni
investicnich perspektiv zde jisté sehrdly svou roli
i kurzova stabilita a drokovy diferencidl. Zejména
posledni dva zminéné faktory pak vysvétluji pfiliv
kratkodobého kapitdlu, avsak ten nebyl v roce 1995
pro platebni bilanci rozhodujicim ¢initelem.
Podstatné je, Zze se nic neméni na téch faktorech,
které tvorf atraktivnost nasi ekonomiky pro
zahrani¢nf investice a proto lze jejich priliv ¢ekat
i do budoucna. | do budoucna vsak Ize realisticky
ocekavat, ze v kapitdlovém piilivu budou dominovat
investice piimé, portfoliové i priliv bankovniho
kapitdlu ve formé primych pujc¢ek tuzemskym pod-
nikim a refinancovanf tuzemskych bank. Nelze asi
pochybovat o tom, Ze mozné ménové-inflacnf
dusledky jednotlivych forem piilivu kapitdlu jsou
diametrdlné odlisné.

Proto Ize podle mého ndzoru v tuto chvili ucinit
prvni pfedbéZny zavér, a totiz Ze je-li argumen-
tovano prilivem kapitdlu a prirtstkem penéznf
zdsoby ve prospéch Sirsi participace fiskdIni poli-
tiky na steriliza¢nim Usili centrdlni banky, jde
o argument nepiesny, protoze abstrahuje od toho,
jaka je struktura tohoto pfilivu, jeho inflaéni poten-
cial i jakd je perspektiva jeho pokracovant.

Nyni nékolik pozndmek k vyrovnanosti i alternativé
vysstho prebytku stdtntho rozpoctu. Zde je tfeba
v prvni fadé adekvatné situovat vyvoj statntho
rozpoctu a fiskdlni politiku v uplynulém obdobi.
K tomu lze vyuZzit neddvné analyzy doc. lzdka
z Institutu ekonomie, ktery ve své praci zkouma
dynamiku penézni zdsoby a poZadavku verejného
sektoru na dvéry v obdobi od konce roku 1992 do
konce roku 1995 (viz tabulka v pfiloze). Ukazuje
se, ze vliv Gvért vladé a Fondu ndrodniho majetku
na dynamiku penéznf zdsoby byl velmi maly, coz
silné kontrastuje s dynamikou cistych zahrani¢nich
aktiv. Citovand analyza uvadf, ze zatimco v pros-
inci 1992 byl jesté podil téchto dvou zdrojii na
agregdtu M2 priblizné stejny (4,5 % a 6 %),
v listopadu to v pfipadé Cistych zahrani¢nich aktiv
bylo 26,1 %, kdezto podil dvéru vladé a FNM
neustdle klesal a v listopadu 1995 ¢inil jen 0,7 %.
To nelze hodnotit jinak, nez ze fiskdlni politika
v uvedeném casovém rozpéti méla na penéznf
zdsobu neutrdlnf az restriktivnf vliv.
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favourable, a stable exchange rate and the interest
differential certainly played their role as well. The
last two factors mentioned in particular explain the
inflow of short-term capital, however this was not a
deciding factor for the balance of payments in
1995. Essentially none of the factors that make our
economy attractive for foreign investors has
changed and a continuing capital inflow can
therefore be expected in the future as well.
However, it can also be realistically expected that
the inflow of capital will in the future be dominated
by direct and portfolio investments and an inflow of
bank capital in the form of loans to Czech
enterprises and the refinancing of domestic banks.
The possible inflationary consequences of the
various forms of capital inflow are certainly
extremely varied.

In my opinion a first preliminary conclusion can
now be drawn that if the inflow of capital and
money supply growth are used as arguments in
favour of a greater participation of fiscal policy in
the central bank’s sterilisation efforts, the argument
is not valid as it fails to take account of the structure
of the inflow, its inflationary potential and
prospects for its continuation.

Now let us comment on the alternatives of a state
budget in balance or with a surplus. It is necessary
first of all properly to comprehend the position of
the state budget and fiscal policy in the recent past.
We can make use here of the recent analysis by
Professor Izak of the Institute of Economics, whose
work investigates money supply dynamics and
public sector demand for credit in the period from
the end of 1992 to the end of 1995 (see table in
appendix). He shows that the influence of credit to
the government and of the National Property Fund
on money supply dynamics was very small, in
strong contrast with the dynamics of net foreign
assets. The cited analysis states that while in
December 1992 the share of these two sources in
M2 was approximately the same (4.5% and 6%), in
November 1995 that of net foreign assets was
26.1% whereas the proportion of credit to the
government and the National Property Fund
declined continuously and in November 1995
amounted to only 0.7%. The only possible
conclusion is that fiscal policy had a neutral to
restrictive effect on the money supply during this
period.

Advocates of greater fiscal policy participation in
sterilisation efforts might now object that from their
point of view the discussion revolved around larger
public budget surpluses. For the sake of argument,



Zastanci vétsi participace fiskdlni politiky na steril-
iza¢nim usili by mohli v této chvili namitnout, ze
z jejich pohledu byla fe¢ o vyraznéjsich prebytcich
vefejnych rozpoctl. Pripustme tedy modelové, ze
by hospodareni vefejnych rozpoctli skoncilo
v uplynulém roce nikoliv prebytkem 4 mld. K¢
(souhrn statnftho rozpoctu a rozpoctli mistnich), ale
napt. 30 mld. K¢ (k redlnosti takového predpokladu
nenf tfeba nic doddvat). V takovém modelovém pri-
padé by Ccisty udvér vlddé skute¢né pulsobil na
kyzené zpomalenf tempa rdstu penéznf zdsoby a to
v rozsahu cca 2 procent, tedy s efektem jisté
potfebnym, ale spiSe okrajovym. Rad bych jesté
dodal, Ze v této souvislosti zaznély i takové argu-
menty, Ze nékteré zemé, které celily pfilivu
kapitdlu, vykazovaly i podstatné vétsi prebytky
vefejnych rozpoctd (5-7 % HDP). Na to |ze namit-
nout snad jen to, Ze jde spiSe o ucebnicové prik-
lady, které v nasem kontextu nemaji valné&jsi prak-
ticky vyznam.

Uvedené umoziiuje druhy predbézny zdvér, Ze
jednak fiskalnf politika v uplynulém obdobf nesla
proti sterilizacnimu Usili’ centrdIni banky, tedy
nebyla expanzivni a ddle, ze s ohledem na rozmér
zdrojii pfirastku penézni zdsoby ji ani nelze
povaZovat za vyznamnéjsi Cinitel.

Bylo by ovsem chybou zde uzaviit, Ze fiskdlni poli-
tika pro celkovou stabilitu hospoddfstvi, tedy i pro
stabilitu ménovou nic ¢init nemdze a proto ani
necini. Pravdou je, Ze uplynulé obdobi pfineslo
fadu rozhodnuti, motivovanych stabiliza¢nim argu-
mentem. Bylo by sprdvné zde vzpomenout fakt, ze
od roku 1996 se nepocitd s transferem prostredk
z Fondu ndrodniho majetku ve prospéch stdtniho
rozpoctu, ze pokrac¢uje a v dohledné dobé bude
dokoncena sekuritizace statntho dluhu, Ze byla
transferovana depozita Fondu ndrodntho majetku
z komerénich bank do banky centrdInf i Ze Fond
ndrodniho majetku transformoval kratkodobé pok-
ladni¢ni poukdzky emisi dlouhodobych dluhopisu.
FiskdIni politika vsak sleduje i globdlnéjsi systé-
mova opatieni, jako politiku snizovani danového
bfemene, v uplynulém roce i zménu pravidel pro
tvorbu rezerv a oprdvek a pro odepisovanf nekval-
itnich pohleddvek. Mame pravo takovad opattenf
interpretovat kromé jiného i tak, ze by méla napo-
moci rychleji neZz doposud dokoncit konsolidaci
bankovniho sektoru, coz by mélo pfinést i efekt
snizenf jak dvérovych tak i depozitnich drokovych
sazeb.

let us now suppose that the public coffers (total
state budget and local budgets) ended last year with
a surplus far in excess of CZK 4 billion, for example
CZK 30 billion. (There is no need to comment on
the likelihood of such an eventuality.) In such a
model case net credit to the government would
indeed have the desired effect of reducing the
money supply growth rate, by about 2 percent. The
effect would thus in fact be in the required
direction, but of marginal magnitude. | would also
like to add that similar arguments have been voiced
to the effect that certain countries facing an inflow
of capital have reported a substantially larger
surplus of public budgets (5-7% of GDP). Perhaps
the only objection to this point is that these are
more text-book examples which are not of great
practical significance in the Czech context.

These points permit a second preliminary
conclusion at this point that on the one hand,
recent fiscal policy has not acted contrary to the
central bank’s sterilisation efforts and has not
therefore been expansionary, and furthermore that
in view of the relative dimensions of the various
factors contributing to money supply growth fiscal
policy cannot be considered as an especially
significant factor.

It would obviously be wrong to conclude here that
fiscal policy can and does achieve nothing for
general economic stability, and therefore also for a
stable exchange rate. In reality the recent past has
witnessed a series of decisions motivated by the
stabilisation argument. It should be remembered
here that from 1996 no contribution of funds from
the National Property Fund to the state budget is
envisaged, that securitisation of the state debt
continues and will be completed in the foreseeable
future, that National Property Fund deposits have
been transferred from commercial banks to the
central bank and that the National Property Fund
has converted its short-term treasury bills by issuing
long-term bonds. However fiscal policy also
follows measures with broader systemic aims, such
as the reduction of the tax burden and, during the
past year, the change in rules for the creation of
reserves and provisions and for writing off bad
debts. One justifiable interpretation of such
measures, amongst others, is that they should help
to complete the consolidation of the banking sector
more quickly than has occurred to date, which
should in turn result in a lowering of both credit
and deposit interest rates.

It remains for us to answer the argument that during
a period of rapid growth a balanced budget is in
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Zbyva ndm zodpovédét argument, podle kterého
ma v obdobi rychlého rdstu vyrovnané rozpoctové
hospodareni expanzivni charakter. Pokud se
zaméfime na tuto otdzku pouze z pohledu salda
rozpoctového hospodareni, jde nepochybné
o zuzenf problematiky, protoze plsobeni pifjmové
i vydajové stranky rozpoctového hospodareni na
ekonomiku se velmi lisi podle toho, o jaky druh
pifjima ¢i vydaju se jednd. | tak vsak platf, ze
fiskdIni politika velmi intenzivné sleduje linii
omezit podil vefejnych vydaju na HDP i sniZit
danovou kvétu. Rad bych pripomenul, Ze v roce
1995 doslo pfi normdlnim rastu HDP o 16,8 %
k rastu vydajii vefejnych rozpoctt o 14,9 % a stat-
ntho rozpoc¢tu o 13,9 %. O mnohém svédcr
i pohled na poptdvkovou strdnku HDP, kde v roce
1995 doslo pri celkovém rdstu domdci poptavky
o 12,9 %, zahrani¢ni o 7,9 %, tvorby fixniho
kapitdlu o 16,1 % a spotfeby domdcnosti 0 6,4 %,
ale k poklesu spotieby vlady o 4,3 %. Lze jen tézko
argumentovat, Ze jde o politiku expanzivnf, protoze
redlnd hodnota rozpoctovych vydajt roste pomaleji
nez HDP. Konecné je tfeba k této otdzce uvést, Ze
jednotlivé skupiny pffjmua a vydaji s riznymi mul-
tiplikacnimi dcinky na ekonomiku maji vyrazné
diferencovanou dynamiku.

Rdd bych tedy formuloval tieti dil¢i zavér, totiz Ze
nejen svym celkovym zamérenim, ale i konkrétnimi
opatfenimi, pfijatymi v uplynulém obdobi prispéla
fiskdlni politika k celkové stabilit¢ hospodarstvf
v nové etapé rychlého ekonomického riistu a navic,
v rdmci svych moznosti a kompetenci, pfispéla
i k dspéchu politiky centrdIni banky. Myslim, ze
mdme prdavo se domnivat pfi pohledu na
uplynulych pét let transformace, Ze jednim
z klicovych parametri hospodarské stabilizace
bylo koordinované pusobeni ménové a fiskdlni
politiky. To nds odlisilo od fady jinych transformu-
jicich se ekonomik. Zaméfeni ménové a fiskalnf
politiky a jejich vysledky v roce 1995 pak davajf
nadéji, ze i pro budoucnost bude jejich koordino-
vany pifstup plsobit na ekonomiku blahoddrné.
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fact expansionary. If we concentrate on this
question solely from the point of view of balance of
the net budget surplus or deficit, we are certainly
viewing the problem too narrowly because the
impact of the revenue and expenditure sides of the
budget on the economy differs greatly depending
on the kind of revenues or expenditures involved.
However at the same time it is true that fiscal policy
has quite strictly followed a policy of reducing the
proportion of public expenditure in the GDP and of
lowering the rate of taxation. We should remember
that in 1995 while GDP was growing at a nominal
rate of 16.8%, budgeted public expenditures grew
by 14.9% and the state budget by 13.9%. A look at
the demand side of GDP is also revealing: in 1995
domestic demand rose by 12.9% overall, foreign
demand by 7.9%, fixed capital formation by 16.1%
and domestic consumption by 6.4%, but
governmental consumption fell by 4.3%. It is
difficult to argue that this constitutes an
expansionary policy because real budgetary
expenditures are growing more slowly than GDP.
Finally it should be noted that the dynamics of
individual categories of revenues and expenditures
with different multiplier effects on the economy
vary considerably.

I would now like to formulate my third partial
conclusion, namely that not only in its general aim
but also by specific measures adopted in the recent
past, fiscal policy has contributed to the general
stability of the economy during the new stage of
rapid economic growth and furthermore, to the
extent of its capacity and authority, has also
contributed to the success of the central bank’s
policy. | think we can assume, looking at the past
five years of transition, that one of the key factors
for economic stability was the coordinated effect
of monetary and fiscal policies. This differentiates
us from many other economies in transition.
Monetary and fiscal policy measures and their
results in 1995 allow for hope that their
coordinated approach will have a beneficial effect
on the economy in the future as well.



Zdroje rstu penézni zasoby

Table: Sources of money supply growth

Obdobf M2 ¢za |Cdv-Cdfnm|  olc ocp

12/1992 mld. K& | 588,1 355 |50,7-24,5 | 584,2 | -57,8
% 100 6 4,5 99,3 9,8

12/1993 mld. K¢ | 704,6 89,6 |351-16,7 | 6955 | -98,9
% 100 12,7 2,6 98,7 -14

12/1994 mld. K& | 852,1 | 168,22 | 23,1-18 | 812,4 | -133,6
% 100 19,7 0,6 95,3 | -15,7

6/1995 mld. K¢ | 888,1 201,8 | 6,4-24,2 853 |-148,9
% 100 22,7 -2 96 -16,8

11/1995 mld. K¢ | 1003,2 | 261,7 15,3-8 9139 |-179,7

% 100 | 261 07 91,1 | -17,9
kde:  cza ¢istd zahrani¢nf aktiva
cuv Cisty dvér vlade
¢ifnm  cisty tGvér Fondu ndrodniho
majetku
olc ostatnf tivéry celkem
ocp ostatnf Cisté polozky

Pramen: Doc. Ing. V. lzdk, CSc., Monetarnfi
a fiskdlnf politika - vliv na hruby domdci produkt
(empirickd analyza) (podkladovy material pro vys-
toupen( na konferenci VSE: Teoretické a praktické
aspekty vefejnych financi, Praha, duben 1996)

Prameny:
Dédek, O., Derviz, A., Kurzova politika
rozsiteného oscilacniho pasma, Institut ekonomie
CNB, VP ¢. 53, Praha 1996

1zdk, V., Monetdrni a fiskdlni politika - vliv na
hruby domdci produkt (empirickd analyza).
(Podkladovy materidl pro vystoupeni na konferenci
VSE: Teoretické a praktické aspekty vefejnych
financi, Praha, duben 1996)

Period M2 nfa | ncg-ncNPF|  tc-o oni

12/1992 CZK bn 588.1 35.5 50.7-24.5| 584.2 | -57.8
% 100 6 4.5 99.3 -9.8

12/1993 CZK bn 704.6 89.6 35.1-16.7| 695.5 | -98.9
% 100 12.7 2.6 98.7 -14

12/1994 CZK bn 852.1 168.2 23.1-18 | 812.4 |-133.6
% 100 19.7 0.6 95.3 | -15.7

6/1995 CZK bn 888.1 201.8 6.4-24.2 853 |-148.9
% 100 22.7 -2 96 -16.8

11/1995 CZKbn |1003.2 | 261.7 15.3-8 913.9 |-179.7

% 100 | 26.1 0.7 91.1 | -17.9
Key:  nfa - net foreign assets
ncg - net credit to the government
ncNPF - net credit National Property Fund
tc-o - total credit - other
oni - other net items

Source: Doc. Ing. V. lzdk, CSc., “Monetary and
fiscal policy - the effect on the gross domestic
product (empirical analysis)” (basic material for a
presentation to the University of Economics
conference Theoretical and practical aspects of
public finances, Prague, April 1996)
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