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This papet looks at the history of accounting in Czechosléadtom
the end of World War One to early 1960’s. There angy some few
works engaged in history of the Czechoslovak actiogrof the second
middle of the past century (Kréék, 1983; Klozar, 1994; Zelenka —
Zelenka, 1992; Zelenka — Zelenkova, 2003). Althoiigh often difficult
to establish clear demarcations, this paper attertgptbreak the time
down into distinct periods and sub-periods in order provide a
description of the salient features of each:

= 1918t0 1945 accountingluringtheFirstRepublicandProtectorate;
= 1945 to 1946, post-World War Two accounting;

= 1946 to 1952, Singular System for Business Accognti

= 1953 to 1965, National-Economic Evidence.

Although this paper is concerned primarily witke gperiod following
World War Two, it would also not be inappropriater the sake of
historical context, to briefly describe earlier aonting. This paper thus
starts with a brief summation of the accounting #asted in the pre-
1945 period.
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Accounting during the First Republic and Protectorae
(1918 to 1945)

Prior to the recreation of the independent Czecdwvasl state (known
as the First Republic), immediately following thesE World War, the
lands of the Czech Crown and Slovakia were partthef Austro-
Hungarian Empire. It was thus natural, for theesak continuity, First
Republic accounting to be based on old Austro-Htiagaaccounting.
First Republic accounting was thus based on thetrianscommercial
codé until World War Two.

While somewhat different from the Germanic accaumbf this time,
both of these norms were, as was the accountimguch of Continental
Europe, heavily influenced by the Germanic model.the Czech lands,
most of these differences disappeared during then&® occupation of
World War Two. Thus, since the Germanic model ludttperiod is
comparable to the contemporary Germanic model, phaiger does not
provide a detailed description of its charactasssti Instead, it should
suffice to mention the two most significant diffeces between this and
the Anglo-Saxoh

The first difference is that while the Anglos-Saxmodel concerns
itself with the end result (the financial repontdaallows companies great
leeway in respect to process, the Germanic modeteras itself with
process and demands a strict adherence to thiegfocn the second,
while the Anglos-Saxon model concerns itself withahcial reporting
(leaving managerial and tax accounting separate distinct from
financial accounting), the Germanic model conceritself with
accounting as such, considering financial, manaband tax accounting
to be merely different aspects of a single system.

The implication of these differences is that wimlany of the features
of the Soviet model of accounting (on which the @wslovak
accounting since 1953 was based) will strike botigla-Saxons and

Osterreichische Allgemeine Handelsgesetzbuch.

The termGermanic modetlenotes any accounting system that is statutargh(sis
contemporary German, French or Czech accountingg. ttrmAnglo-Saxon model
denotes any accounting that is conventional (sucHF&S, U.S. GAAP pr U.K.
GAAP) and non-statutory, while the ter@oviet modelis used to denote the
accounting systems used in the former Soviet Urind selected countries of the
former Soviet-Block.

For example, require all companies to use a sjrgjhndard chart of accounts and to
publish a set of standardized financial statements.
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Continental Europeans as odd, they will often strikem odd for
different reasons. The other implication is thiagll three models were
aligned and joined by a single straight line, therr@anic and Anglo-
Saxon models would be at the two ends, while Sawvietlel would be
somewhere in between.

Post World War Two accounting (1945 to 1946)

The period immediately following World War Two was chaotic
time throughout Europe. In the Czechoslovakia mhast significant
occurrence (from an accounting perspective) wassifpeing of KoSice
Political Program (KoSicky vladni program) in 1945. This program
brought about the first wave of nationalizationfictdlly sanctioned by
the newly recreated Czechoslovak state (Lhota (398he primary
target of these nationalizations was, however, gntgpin German and
Hungarian hand and their aim was to place the prppeto Czech and
Slovak hands. This period also saw the consolidatioSoviet power in
Central Europe and the rise of Communism that apemmed it. Political
historians have devoted much energy to the debhtaitawhether
Czechoslovakia had a choice, but the fact is thdt948 the Communist
party won what was generally considered a freefainelection.

At first these political changes had an effect engle and businesses,
but not on accounting per se. Some minor changesg¢ounting were,
however, necessary to reflect the new economidtydhht that followed
the nationalization of strategically important messes (primarily mines,
industrial companies, agricultural businesses, $&amkd insurance
companies). These changes were, however, restticta@dnsferring the
nationalized company’s equity from its former ows¢o the state and
replacing the title (and usually person)avfnerwith the title and person
of ‘people’s administrator’ (narodni spravce). Later the people’s
representatives (a.k.a. the state) created thetutiet of ‘people’s
administration’ (narodni sprava), which was charged with the task
administering th@eople’s companiegarodni podniky) (Lhota, 1987).

The management of the ‘people’s companies’ therasetontinued
along Germanic lines with day to day operating arity in the hands of
the management board (which comprised two-thirdie sepresentatives
and one-third union representatives). During thgonalization process,
many managerial redundancies by first reducingviddal nationalized
companies to their component pieces (along indulstigs) and then
recombining the pieces into single companies. Tagness landscape
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was thus transformed from one of many small comggoompeting with

one another in one or more industries into oneaajd companies each
monopolizing its own industry. Although these comipa all belonged to
the people, from a legal perspective, they wetkssparate and distinct
legal entities. During 1945 and 1946, 2,251 conmgmmiere nationalized
with the result that, by 1946, approximately 60%tloé Czechoslovak
workforce was employed at the people’s companigse remaining 40%

continued to be employed at private companies tipgralongside of the

new industrial giants (primarily in industries thatre not considered
strategically important to the people and agriaeltuwhich was still

dominated by small land-holders/farmers).

This new ownership structure first influenced tleaunting system
of people’s companies (private companies continteedise the same
accounting as before) by directive #51/1948 Sb, wessied. This
directive was accomplished by replacing the liremi paid-in capital
(because there was no more paid in capital) asadimulated profit and
loss (because only private enterprise could generatpdoéit’ that could
be accumulated) with the single line item knowrk@&noveé j@ni. (This
term does not have an exact English equivalensans not translated.)

In theory, kmenové jeni should have expressed the value of the
people’s assetentrusted by the state into the hands of peeple’s
administrator  Kmenové jeni was, however, in practice defined as
property, plant and equipment plugcessary inventory Necessary
inventorywas defined as inventory necessary to the compamyjoing
activity. People’s companiesemained the primary (and following 1952,
with the exception of agricultural cooperativescotlectives, the only)
business organization until the fall of communism.

‘The Singular System for Business Accounting’
(Jednotna organizace podnikového einictvi) (1946to 1952)

From 1946 to 1952, Czechoslovakia enjoyed a mixeth@my where
approximately ¥ of the economy was under statergbrithe accounting
system used during this period can be, in the whdbaracterized as
derivative form of the accounting that had existatte the days of the
Austro-Hungarian Empire. Thus although a new lawaocounting did
come into force in 1946, the newly introduc&hgular System for
Business AccountingJednotna organizace podnikovéhocgtaictvP),

® The termpocetnictviis not the same as the tet@etnictvi the traditional Czech term
for accounting. The different terminology was irded to draw attention to the fact
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was not, aside from its new name, a major departume previous
accounting norms (Fiala (1947), Fiala — Partyk @)94

Aside from the fact that it instituted a new teror ficcounting, it
refined the older system by further integratingafinial and managerial
accounting by, among other things, applying certaranagerial
accounting concepts such as forecasting and budgétdi the task of
calculating financial income. This is not to sagttho major accounting
changes occurred during this period. Many did. Bugst of these
changes were a result of a shift in society itsaifd the reaction of
accounting policymakers to this shift, rather treamhift in accounting
theory itself. To summarize:

= In 1946, communist party wins a plurality in thengeal election.

= In 1947, the first two-year plan introduced by tinansitional
government. This plan was drafted with the int#iriepairing the
damage caused by World War Two.

= In 1948, communist party consolidates power andlsus the
remaining political parties. Soon thereafter, teeand wave of
nationalization begins. Unlike the first wave, thiave is aimed
not just at formerly German and Hungarian ownedrnasses and
strategic industries, but at most private enteeptis the same year
the state also introduces price controls for masidpcts and
services.

= In 1949, communist party sets regulated pricesafbremaining
goods and services and nationalizes any remaimteyises.

State ownership (ternpeople’s ownershipwas replaced) of all
productive assets did not, at first, have a dramatpact on accounting
practice. The reason is that state ownership dicciminate the need for
productive enterprises to interact with consumeis$ @mong themselves.
It did, however, significantly streamline accougtithought because it
was no longer necessary to devise all manner ofpt®maccounting
procedures needed by an economy where consumesisiebs owners,
managers, creditors and investors all act and aotemore or less
independently and of their own free will.

that the new system was not in fact a ‘financiaoamting system'. Instead, the new
system was intended to be a ‘managerial informasigstem’. However, given the
fact that this new system did not, in any practieay, differ significantly from the
old and the term ‘management information systens hadifferent contemporary
meaning, the terrpocetnictviis also translated atcounting.
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Thus, in these heady times, accounting theoristsrgalogical reason
to divide the credit side of the balance sheet lrabilities and equity.
Since the state owned everything, it was the omgsible as well as
creditor, keeping track of who owed whom and so whmed what was
comparable to keeping track of left pocket's debthe right. Likewise,
since all the value produced by everyone belongetid state, there was
no logical need to calculate something like taxableome, since this
would be comparable to the state’s taxing itself.

Unfortunate, state control of prices and businessistbns brought
other complications. Since the market could no ésngerve as the
arbitrator of value, then role fell to state plarsmevho, unfortunately,
were often far removed from individual economic idems. Thus, an
accounting system had to be designed to keep déaisidn making power
in the hands of the people closest to these dec{slmmpany managers)
but at the same time to make sure that they macisides that benefited
the state rather than just decisions that benefitetividual state
enterprises.

To cope with this dilemma, the new system of actagndid not
fully incorporate all the potential time saving ti@@s conceptually
allowed by the new economic system, and remainatpaay centric. On
the other hand, it implemented specific guidancetaglanning and
budgeting coupled with specific reporting guidarticat would provide
individual administrators with a consistent framekvand the incentive
to act in the interest of their company. The mdieatures of this
accounting system can be summarized as follows:

» The system was, theoretically, two separate antthdissystems:
one designed for reporting and the other for cgstifhese two
systems were, however, connected and fused intogée svhole
by formal procedures.

= For reporting purposes, a single general chartcobants was
made mandatory for all companies. Very little (dhdn strictly
industry specific) variance from the standard wasnptted. In
summary it contained the following major classes:

0 Tangible and intangible assets

1 Inventory

2 Financial assets and liabilities

3 Expenses

4-7  Costing (internal managerial) accounts
8 Revenue
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9 Equity and closing accounts

In contrast to the strictness and uniformity of teporting half of
the system, the costing half (as will be seen )awjoyed
significant flexibility.

= Reported income was technically the difference betwtotal
revenues and total expenses. However, sincefhwtihaser and
sales prices were regulated, the value of repariedme was,
more or less, arbitrary. Also, since the naturexgfenses method
was used, changes in inventory and self-manufattassets were
included in revenue and expenses.

Since the blending of financial and costing proceduvas the most
distinctive feature of this system, it would be agiate to discuss this
aspect in more detail. Although numerous variatieristed in practice,
the following three general methods (presented imeoeder of incidence
of application) were employed:

Socialist Business Economics (SBE)
(Socialistické podnikové hospo#tvi — SPH)

This system was a derivative of a system originatiplemented by
Tomas Bda (the successful Czech shoemaker who eventualigratad
to Canada) at Ba Zlin. This system was based on the concept of
autonomous business units that were judged on #sts of cost of
production. More specifically, this system compbaetual and budgeted
costs and actively tried to minimize variancespulnfor this system came
from financial accounting and thus actual cost e@sal to historical cost
(which, with state regulated prices, was not, havegqual to fair value).

Aggregate Business-Unit Accounting (ABA)
(Uplné stediskové detnictvi)

This method, originally introduced by author L. Bazwas similar in
concept to SBE, but viewed business from the opposerspective.
Similarly to SBE, ABA also broke the enterprise doimto autonomous
business units. But, unlike SBE, it did not merghck cost by business
unit. Instead, it treated each unit as a sep&aaess (tracking revenue
and expenses, and most assets and liabilitiesisatetvel). To generate
financial reports for the whole entity’'s, ABA meyehggregated the
components.
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Company Self-management (CSMjPodnikova samosprava)

This method could be viewed as an opposite to ABAhat it was
similar to SBE in perspective but took the oppositaceptual view.
CSM thus focused on cost, but rather than attemptrevaluate cost at
the business unit level, looked at cost at the @mpvide level. Of the
three, it was the least often used.

Also important to note, while the 1946 to 1952 pdrcan be viewed,
from the accounting methodology perspective, asgles unified period
(since no significant changes to the accountingesysas such, were
implemented), from the social/political vantagentat should be broken
down into two distinct and separate sub-periods: phe-1948 mixed
economy period and the post 1948 period of collest.

During the pre-1948 period, both national and pgavaompanies
coexisted side by side. The primary difference ketwthe two was not
that one strived to generate a profit and the otlieemot, but rather that
the national companies turned over what profit tdey generate (less
20% set aside as a reserve and 10% transferreddns) to the state. The
state also strived to support strategically impudrtate companies even
when these were not profitable. Thus, even though s$tate did
occasionally transfer some of the profits generdigdthe profitable
nationalized companies to their former owners thisurred rarely as
most profits were consumed by the unprofitableestaampanies. The
mechanism for the receipt and distribution of thieswls was a so-called
adjustment accourdt the Ministry of Finance.

Between 1949 and 1953 the pace of nationalizatiotin (some 4,895
additional companies being nationalized) picked Upe distinctions
between national and nominally private companiegabedo fade and by
the end of this period (with the exception of agitiere, which resisted
nationalization throughout the whole period of commist rule), private
enterprise ceased to exist (even in name) (Lh&&47A) Ullmann (1994)).

To reflect this new reality, thadjustment accountvas transformed
into theNationalized Property Furfido which all commercial enterprises
were now obligated to turn over all profits. Fotime following 1948,

® An interesting side note is what a differencew fetters can make. TiNationalized
Property Fundwas an institution devoted to seizing people'gprty for the benefit
of the people. Thblational Property Fundcreated following the fall of communism,
is an institution devoted to giving the people’sgerty back to people.
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both nationdl and nationalizeticontinued to exist along side one another.
The latter were, however, obligated to turn ovérttair income (less a
10% charge paid to unions and a 60% income tattjectate.

The economic result of this system was that the ageament of
neither national nor newly nationalized companieas wparticularly
motivated to generate a profit, since what prdigyt did generate was
turned over to the state. Absent a profit motivevas thus up to the state
to determine where companies would invest. The wmr@sm for this
investment was relatively simple in concept. Sgdéaner drew up a plan
of goods and services required by the state andpghevided companies
the fixed assets (or the funds necessary to acthese assets) deemed to
necessary to meet the plan. Since companies atlltd interact with one
another, the state also created a commercial bamk wompanies kept
working funds Since companies still had to interact with onether, the
state also created a bank were companies keptngpflknds. Companies
were thus obligated to segregate money’s receiweddpital acquisitions
and money’s received for day-to-day operations. fOneer was kept on
account at the Investment Bank, while the lattes wept on account at
the Czechoslovak National Bank. At one point inejntwo physically
and administratively distinct banks did exists. Mfita few years, this
system was adjusted and the Czechoslovak Natiomalk Bkept all
accounts for all companies for this purpose. Congsawere, however,
obligated to maintain two separate accounts faehmirposes.

The implications, from an accounting methodologyspective, was
that companies were, for the first time in Czechesk history, required
to differentiate and keep separate funds needegeioeral operations and
funds earmarked for capital acquisitions. The camgimg these two
fund pools was prohibited. Also, since companiesia not lend to on
another, and since their working funds were prayidg operations, loss-
making companies were required to file a loss rewdh the Ministry of
Finance, and the state compensated them for thesed (by transferring
fresh working funds).

Since the new economic system was considerablgrdiit from the
one it replaced, not only company managers busthie was faced with
numerous challenges as it attempted to draft newousmting and

Companies had been nationalized in the prioropeand whose component pieces
were reorganized and rearranged into new entities.

Companies that now belonged to the state but ttheatstate had not yet had the
opportunity, in these frenetic times, to assimilate
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procedural rules to reflect the new reality. Thikofeing is a summary of
the more interesting of these.

Under the new system, companies were not requirédy their fixed
assets; the state provided them (or the funds tothem). Companies
were, however, required to compensate the statthéouse of the state’s
assets. Thus, under this accounting system, dapieticeased to be a
non-cash charge. Companies turned over an amoupuial €o the
depreciation of assets, to the state. Also, siheeassets provided by the
state were not, technically, grants, the stateggdthrcompanies interest
(equal to 3.5% of the acquisition price of the gsg®asek (1948)).

By 1953, the state also completed tid@fied pricing systemThis
system established fixed prices for all goods ardices (consumer and
producer). Unfortunately, producer goods prices andsumer goods
prices were set independently of one another. fissnatch often lead to
the situation where a company was obligated toghigher price for its
inputs than it was allowed to sell to consumers &hdre it could sell to
other companies for considerably higher prices titanould sell to
consumers. During this time, management authority inalividual
companies was severely constrained and so loss esmafion filings
with the Ministry of Finance became common. Thigum led to some
interesting reactions, in an attempt to minimizesth reimbursements,
from the state. For example, instead of takinguiygopular step of trying
to coordinate consumer and producer prices, the ssablished a system
of special chargeshat were levied against companies incurengessive
costs Companies meeting their cost targets earned tiedscin these
charges.

‘National-Economic Evidence’
(Narodohospodéské evidence) (1953 to 1965)

In the early 50s, the communist party realized,hwibnsiderable
consternation, that the accounting system currantlyse was, in fact, a
capitalist accounting system. The party’'s memblkeus told themselves
that it was natural that the newly installed pespkronomy had gotten
off to a rocky start. It had, after all, inheritad accounting system that
had, from the foundation up, been designed to sdinee capitalist
exploiters. Further, they concluded that this systwas not merely
misdirected, but that is was part of the world-widgitalist conspiracy to
undermine, belittle and subvert the new commundé¢ioand thus prevent
it from becoming the productive and egalitarianyen¥ the world that it
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was destined (as Marx said) to be. Since no maninesmodeling could
save this old house, it was torn down, razed, fatiods riven and a new
house, built by and for the people, was put iplitse.

Since the Soviet Union had already, many yearsrbefhed the yoke
of capitalist oppression, it was natural for ite@enting system to serve
as the paradigm after which the new Czechoslovatesy was modeled.
So, on January 1, 1958he Singular System for Business Accountiag
unceremoniously taken out to the trash heap obtystndBook-Keeping
Evidence(Ugetni evidence) incorporated Mational-Economic Evidence
system was put in its platéBlecha (1960), Fiala (1954), Fire$ — Vihan
(1963), Peroutka — Zavadil (1954).

As all things in the communal state, so was thimanting syster!
subordinated to the central plan. In general, flystem required
evidentiary entiti€S to keep financial records, make individual
accounting entries and archive accounting documemsording to
detailed procedural rules primarily for the purpasfe being able to
produce detailed financial reports on which theesaplanners could
base their plans.

Thus, since this system was a reporting rather timamagement
information system, it did not address any of thenagerial accounting
issues addressed by the former system, which wereedn ‘off the
books,’ but focused on the financial report. Sitlee new system did not
formally address mokt managerial issues, managers were, for the first
time in Czech history free use their own judgmemd aonstruct internal
procedures according to their particular needs Hudirt particular
evidentiary entities.

° For those who had been raised in the belief thatpurpose of accounting was to

facilitate the rational and effective allocation a#pital, January 1, 1953 was a dark
day indeed. This was the day that accounting diefifly ceased to serve the needs of
the individual (person and enterprise) began teestire needs of the collective.

1 The system was formalized in the Law of Organamal National-Economic
Evidence (Z&kon o organizaci narodohospiekié evidence), administrative directive
# 41/1952 and various implementation guides issyetthe Ministry of Finance.

' The system did not refer to companies as compaigsthis implies a separate
existence apart from the collective whole), butceithey were in fact distinct from
one another, it refers to entities engaged in diqudatr activity about which they
provided financial reports asvidentiary entities This paper also uses this term to
refer to what could also be referred, under a difie system of accounting, as an
enterprise of business.

'2 The only managerial aspect formally addressechbynew system was cost-variance
analysis.
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The system, because it was based on a different @fethe role of
enterprise, represented a true, theoretical brethktive accounting of the
past and introduced many new procedures and cacApiong these
was the discontinuation of the profit and lossestant (since communal
evidentiary entities could not, from a philosophiparspective, strive to
earn a profit). Instead, revenues and expenses chrarged aealization
account, which was then closed to mesult of operations (vysledek
hospoda@eni) accountfrom which state charges were deducted. The
remainder was then transferred to the capital atdcaovhere it was
accumulated and divided up into a variety of resezgcounts. Theesult
of operationsalso became the primary indicator of an evidententity’s
economic performance. Thus, while difference betweevenues and
expenses could no longer, legally, be referredsta arofit or loss, even
the communal ideology, even a system based on coamdeology
could not escape the necessity of gauging econperformance without
it. To get a better picture of economic performartbe new system also
did away with the old nature of expense classificatscheme and
installed a new function of expense approach. Esgemere thus divided
into production and non-production (a classificatifor selling, since
companies had no official need to expend resourcescuring a market
for their produce, was not, however, considerecessary). Finally, to
get a better picture of the objective value of amdentiary entity’s
resources, all assets were measured at histonstland the asset side of
the balance sheet itself remained divided into $extions: operations and
investments.

The operations section kept track of money’s reaiand paid during
day-to-day operations (amounts received from the @fagoods and paid
for such expenses as material and wages). Thetmeass area kept track
money’s received for the acquisition of long-livaslsets. In this respect
Book-Keeping Evidencwok the same approach as Biagular System
for Business Accountinigad before it in that evidentiary entities recdive
their long-lived assets by grant from the state #reh repaid the state
funds equal to the depreciation of these asets

In keeping with the communal sprit of the timeg Halance sheet did
not contain a classification for intangible asdmsause, since there was

3 |n practice, this was generally a nominally cabklrge, since it mostly involved the
entity’s transferring funds from its operating agobto its investment account. This
system was used (with the occasional minor adjusiteroughout the communist
period and into the early 90s.
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no intellectual property, such a class was supaufu(what intangible
asset transactions did arise, for example liceng¥eg or permits, were
treated as long-term prepaid expenses).

Another feature that significantly distinguishee tid system and the
new was that the latter eschewed for strict statidation favored by the
former. Thus, instead of all evidentiary entitieming required to use a
single standardized chart of accounts and issueingles set of
standardized financial statements, each industty itgoown, custom
designed, chart of accounts and financial statesnd8y 1954, 31 such
charts of accounts existed.

The following is an example of the basic classesugh a chart for an
industrial evidentiary entity:

1 Property, plant and equipment
2 PPE in progress and major repairs
3 Material

4 Wages

5 Production
6 Finished products and merchandise

7 Shipped goods and work performed

8 Cash

9 Receivables and payables

10 Pre-paid expenses

11 Separated resources

12 Relationship between entity and superior organs
13 Reserves

14 Provisions and an accumulated depreciation

15 Revalued inventory

16 State financing

17 Project financing and income

18 Financing of PPE and general repairs

19 Short term loans from State bank

20 Unearned income

21 Internal receivables and debts payable

22 Variance from planed and actual costs

23 Non-production expenses

24 Realization

25 Result of operations

26 Off balance-sheet accounts
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The final major difference between the old systerd the new was
that the new required timely reporting. Companiesla@ thus no longer
prepare merely annual (or semi-annual reports)hadtto prepare them
monthly. Taken together, these changes made thesgstegm a radical
departure from the old.

At this point, it is also necessary to note thanyneeaders of this
paper may not find many of the changes to be thaswal. For example,
some of the most radical aspects Bbok-Keeping Evidencethe
classification of expenses by function, the absemde a single
standardized chart of accounts (and general lediperstrict adherence to
historical cost, the focus on more frequent repgrivill seem perfectly
normal to an accountant versed in ‘Anglo-Saxonteys of accounting.
Readers from continental Europe, accustomed adogusystems such as
those used in France or Germany, will, howevereagithat these
accounting principles do represent a radical daparfrom principles on
which their own system of accounting are based.

The precedenBingular System for Business Accounivag designed
primarily for the purpose of providing informatido the state, which
used this information in levying income taxes. Frims perspective it is
logical that the accounting system was standardizeéd each entity
using one single chart of accounts and publishing eingle set of
financial statement. Likewise it is logical thatused nature of expense
income statement classification (since this makesnparisons of
enterprises). However, such a system is logicalnifl only if the state and
the individual enterprise remain two separate astindt entities. Under
the ‘communal philosophy’ on which Soviet accougtiwas based, no
such distinction is made. The reason is that sexa¥ything belongs to
everyone, the state and the commercial enterprigeirafact merely
organs in the collective body.

The communist state had an entirely different gtmimake the pie,
which belongs equally to everyone, bigger by mamagiroduction in the
most effective manner possible. Look at criticatlye Soviet system of
accounting thus bears striking similarities to theglo-Saxon model.
Like the Soviet model, it too is designed to hdlp pie grow. There is,
however, one difference between the two models.lABgxon works
while the Soviet model failed to work.

The Soviet model, like the Anglo-Saxon, may haverbdesigned to
provide true and fair information about economidivaty. While the
Anglo-Saxon model puts economic information intce thhands of
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individual investors and relies on their own séilfisterest to guide them
to use this information to make investments thatelfie society (as well
as themselves), the Soviet model put this inforomatnto the hands of
state planners who did not base their decisionsviogt people actually
wanted (which, with fixed prices, they could nov@aletermined in any
case), but what the planners decided that peomeldhvant. The result
was that the Soviet system did produce a growiog@wic pie. Instead it
led to a squandering of resources so vast thatistorital precedent
exists.

The Czechoslovak system derived from Soviet acoogninodel
called the National-Economic Evidengcewhile it contained many
reasonable and logical elements, seemed to lacatianal, unifying
theme, at least to the Czech accounting profedsi@sked to apply it in
practice. The reason was that the rapidity ofnitsoduction did not allow
for the requisite reeducation of accounting pratesas in the logic of
the new system. In consequence, its applicatigorantice was spotty and
inconsistent with many practitioners adjusting be hew performance
based reporting regime by trying to ‘game the systor their own
personal benefit.

For the state, the result was that the state wagmhieg to have
problems living up to its own economic expectatioi$is became
especially evident after 1958 when almost immetiatdter it was
passed, it became clear that the current five-péar could and would
not be met. In an attempt to rectify this situatisaveral changes were
made to the central planning system. The gist eé¢hchanges was to
delegate more operational authority to company marsabut, since the
system of ridged price controls was left in plarelividual managers,
trying to maximize reported performance in as reggbrby the new
accounting system, quite rationally shifted productfrom consumer to
producer products. The resulting masses shortdgegea the most basic
consumer necessities and vast surpluses of iteatsnthone wanted to
buy. In 1961, strict central planning was reintrogllt. These economic
problems influenced huge changes in Czechoslovatodxtting in the
middle of 1960’s.

4 An interesting footnote to this accounting perivds law # 54/1952 Sbh. This law
stated that a company’s chief accountant was tothme state’s independent
representative and his or her primary duty was d¢b as the state’s agent in
guaranteeing that the company’s book-keeping eti@gnsystem as in keeping with
all norms and requirements.
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Conclusion

Political and economic changes in Czechoslovaker #ie World War 11
also had a major impact on accounting. The accogrgystem applied
immediately after the World War Il follows up thecaunting system of
the First Republic and the Protectorate. In 1946, Singular System of
Business Accounting was adopted. It also came frG@armanic
accounting system based primarily on informatiogureed by the state
for tax purposes. Singular System of Business Agting consisted of a
part dealing with financial reporting, and alsoatgocusing on costing.
During the period of Singular System of Businesgdmting the major
political and economic changes occurred in 194&cGaslovakia finally
moved from mixed to collectivist centrally contiedl economy under the
rule of the Communist Party of Czechoslovakia.

These changes did not have major impact on theuatiog system
applied in Czechoslovakia immediately, there werly partial revisions.
The adoption of National-Economic Evidence Systewluding a Book-
Keeping Evidence, meant a fundamental change irouating for
Czechoslovakia. This change was mainly caused byfdlt that the
communist regimen considered the current accounsiygtem to be
primarily a capitalist system. The new accountiygtem was strictly
based on the Soviet accounting model, and lastad L®65. It is
interesting to note that, formally, the Soviet mlodas some features
similar to Anglo-Saxon model of accounting. Regagdits application in
the conditions of collectivist Soviet regimen, hawe it couldn’t work
effectively.
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From the Germanic to the Soviet Accounting System
(History of Czechoslovak Accounting after
the World War Two)
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ABSTRACT

The development of accounting in Czechoslovakierdfte World War II
was influenced by political and economic changethaf time. Firstly, it
is a subject to tradition, and then also the maltorder. It results in the
transition from the Germanic type of accountingtie Soviet model of
accounting, i.e. from the Singular System of Bussné\ccounting to
Book-Keeping Evidence under the National-Economiwidénce.
Although the Soviet accounting system is by somm&b characteristics
based on the Anglo-Saxon model of accounting, & waable to operate
efficiently in terms of collectivist economies dfet communist regime,
I.e. neither in Czechoslovakia.

Key words: Accounting History; Czechoslovak Accounting; Soisial
Accounting.
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