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DEVELOPMENT OF CZECH ACCOUNTING
FROM THE END OF 19" CENTURY
UNTIL THE PRESENT TIME

1. Introduction

The main goal of this article is to clear up the importance of historical devel-
opment of Czech accounting and possibility of comparison of historical develop-
ment of accounting legislation with the rules that are valid in the Czech Republic
now. It is important to understand the history of accounting, because it is not possi-
ble exactly to understand the Czech accounting system that is valid in present time
without knowledge of complex historical development.

This article is focused on comprehensive development of Czech accounting
from the end of 19" century until the present time. At the beginning of 20" century
the Czech accounting has an active function that ensured high-quality information
for its users. During 2™ World War and during years 1946-1989 accounting lost its
active function and it was substituted by the passive function that led only to file
the transactions without possibility of obtaining qualitative information for its us-
ers.

The situation has changed in 1989 when the economy moved from centrally
planned economy to transition economy and in consequence in market economy.
All time periods are important for the development of Czech accounting system
and the legislation that has been valid.
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2. Development of accounting at the end of 19" century

The beginning of the Czech accounting terminology was indicated at the end of
19" century. There was not written Czech literature that was focused on accounting
in Bohemia until this time. Bohemia was a part of Austria — Hungary and legal
regulations of accounting were written in German. Due to this fact all other ac-
counting books were written in German language.

Antonin Skiivan (1818-1887) was one of the leading Czech accounting repre-
sentatives, who started to create Czech accounting terminology and write books
with the intention on practical part of accounting.

Beginning of the 20" century was next very important milestone of the Czech
accounting, because from this time most of accounting publications were focused
mainly on theoretical part of accounting and it was very important, because there
was set up the theoretical base for development of accounting in Bohemia. It is
possible to mention authors such as: Josef Drachovsky, Karel Chlum, Josef Blecha,
Karel Zlabek and Josef Pazourek. The last mentioned author is regarded as a “fa-
ther” of Czech accounting [2].

3. Development of accounting from 1918 to 1945

In 1918 Austria — Hungary, Germany, Bulgaria and Turkey lost the 1* World
War and this situation led to disintegration of Austria — Hungary among others.
One of the succession states, which developed from Austria — Hungary, was Cze-
choslovakia (founded on 28" October 1918). Accounting during this time was re-
gulated by Austrian — Hungarian legislation, because it was not possible to create
Czech high-quality accounting legislation in very short time.

Books that were written in Czech language were an instrument that helped to
obtain true and fair view of the accounting entity. It is important to mention that
accounting during this time was quite sophisticated and it has an active function,
because the accounting was not only an instrument that led to file the bookkeeping
operations but it was the instrument that helped to make right decisions in devel-
opment of the firm or company.

Demands of legislation were focused on the rules that all business transactions,
total assets, equity, debts, financial position and profit had to be evident for the
users of accounting information. Accounting system and methods were not regu-
lated by the law during these years. So the Czech written books were very impor-
tant for accountants to ensure right book entries. Czech accounting legislation was
slowly formed and became more and more sophisticated [2; 6].

Fatality of the Czech accounting started in 1938, because all Czech accounting
legislation that was developed during 20 years, was canceled and these rules were
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replaced by German accounting legislation and in consequence it has negative im-
pact on development of accounting.

4. Development of accounting from 1945 to 1989

After the 2" World War there was very important reform of Czech accounting.
German legislation was abandoned and Czech legislation that was valid in 1918-
1938 was accepted. On the other hand the legislation was slowly modified for
needs of centrally planned economy. New legislation® regulated business statistic,
budgeting and calculations. Accounting system and methods started to be regulated
by the law at the beginning of 1946.

Chart of accounts was accepted and charts were specially made for business,
transport, tourist trade companies and production companies. It was the first time
when the chart of accounts was obligatory in Czech accounting. As it is evident,
the first reform after the 2" World War was very important, because it was the first
time when the accounting rules started to be obligatory widespread and accounting
entities had to follow the rules. It is possible to emphasize that this situation bring
uniformity to accounting system.

The communistic party started to be only one party in power after the revolu-
tion in February 1948 and the Czech economy moved to centrally planed economy
with all its negatives. All private production companies, trading companies, small
firms and agriculture companies were nationalized. Due to this fact accounting
legislation had to be totally changed?.

In 1952 Czech legislation accepted accounting legislation from Soviet Union.
From this time accounting lost its active function and had only passive function
that repose on evidence of business transactions without any possibility of obtain-
ing of high-quality information for its users.

During the years 1966-1976 was made a 3" crucial reform of Czech account-
ing® after 2" World War, because it was clear that the most of rules that were taken
over from Soviet Union were deficient and not suitable for Czech centrally planed
economy. From this time the information that granted accounting were more so-
phisticated and more qualitative for its user.

On the other hand it is important to mention that these information were not as
high-quality as it is in present time. It was only an improvement of very bad situa-
tion. Managerial accounting started to be important for state owned companies and
helped to solve the problems that were in the economy.

During 1980’ accounting moved back to usage of managerial accounting that
led to more effective decision making than it was during 1960’. This legislation

L Act Nr. 116/1946 Sb. and act Nr. 204/1946 Sb.
2 Act Nr. 108/1951 Sh. and Decree of the Government 41/1952 Sh.
% Decree of the Government 153/1971 Sh., Public notice 154/1971 Sh., Public notice 155/1971 Sh.
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was valid until 1989. The goal of new legislation was to improve centrally planned
economy and solve the big problems with lack of goods on the market [3; 5].

5. Development of accounting from 1990 until present time

After the Velvet Revolution that took place in November 1989, it is possible to
state that the Czech accounting started to be a high-quality instrument for users of
accounting. But it has taken a lot of time and a lot of adjustments of all legislation
that was connected with accounting legislation.

The accounting legislation that was valid before the Velvet Revolution was
taken over for short time, because of the lack of new legislation suitable for transi-
tion economy. But usage of this accounting legislation was very problematic for
needs of transition economy that was moving from centrally planned economy to
market economy. There was accepted Decree of the government 23/1990 Sb. in the
Czechoslovakia. To main goal of this decree was to eliminate the disproportion that
consisted of the legislation that regulated accounting of large state owned compa-
nies and needs of small and middle sized companies that were owned by private
sector.

This accepted legislation was totally unsuitable for the accounting reform and it
had been important to prepare the legislation that was suitable for transition econ-
omy. The goals of new legislation were following:

e changes in methodology of accounting;

e new admittance for examination of keeping accounts and book closing;

e new adjustment of financial statements;

e new adjustment of legislation that was regulated accounting and making an

audit [2].

The crucial milestone of accounting reform was the act Nr. 563/1991, Sb. This
act was valid from 1% January 1992 and it has radically changed accounting and
improved it for needs of market economy. The mentioned act was amended step by
step.

Accounting legislation has been adjusted during time and it has slowly reflect-
ed the major needs of accounting entities. It is possible to state that mentioned act
was quite quality. The changes were made in other legislation that has been con-
nected with accounting legislation too. But all reforms that took place in the end of
1990’s started to make problems that were caused by a large quantity of new ad-
justments. It was important to prepare a big and crucial reform of Czech account-
ing. The preparation of this reform took 3 years and it is possible to state that the
reform was high-quality [1].

In June 2000 there was not accepted new prepared reform of accounting in the
Czech Republic unfortunately. It was due to the political dispute and the result led
in acceptation of small reform that was based on the rules of crucial reform. It was
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the first part of accounting reform that took place in the Czech Republic be-
tween the years 2000 and 2004. But this small reform was insufficient and that is
why the next parts of the reform of accounting were being prepared [4].

The second part of accounting reform was valid from 1% January 2002. This
adjustment of accounting contained all crucial changes that were based on legisla-
tion that was not accepted in June 2000. Mentioned amendment implemented cru-
cial changes in accounting e.g. valuation based on real value (only chosen items).
Until this time valuation based on real value was forbidden in Czech accounting. It
is important to state that in the Czech Republic there were still valid 2 accounting
systems (book-keeping by double entry, book-keeping by single entry. Czech ac-
counting standards were accepted but these standards were not elaborated.

The third part of accounting reform was valid from 1% January 2003 and
Czech accounting standards were not to be still elaborated. This part of reform was
not very complexly developed and changes in accounting were not crucial [4].

The fourth part of accounting reform was valid from 1% January 2004. This
part of reform was crucial due to the quantity of changes in accounting legislation.
Book-keeping by single entry was canceled. Czech Accounting Standards were
prepared and came in force.

6. Conclusion

As it is clear from the text, the second part of the 19" century and the begin-
ning of 20™ century had a crucial influence on formation of Czech accounting.
There was not Czech written accounting literature that was focused on accounting
theory or practice in Bohemia until this time. Accounting was influenced by Ger-
man accounting principles with elements of cameral accounting.

It is important state that there was not legislation that adjusted unambiguously
keeping of accounts. The important persons who were interested in accounting
theory and practice published books that helped accountants to keep the accounts.
This situation took place until the 2™ World War. The Czech accounting legislation
was canceled and accounting was adjusted by German legislation. It had fatal con-
sequences for Czech accounting.

After the revolution in 1948 the Communists took over the power and became
only one party in power. The legislation had to reflect changes in economy and due
to development of centrally planned economy it was important to prepare legisla-
tion that was suitable for the needs of mentioned economy. Russian accounting
legislation was implemented into Czech accounting legislation and it was the time
when accounting lost its active function.

The crucial changes came in force in 1990 after the Velvet Revolution. The
legislation had to be changed, because present accounting system was not able to
meet the needs of market economy. The development of Czech accounting was
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very difficult and wide. There took place big accounting reform that consisted of 4
parts in the Czech Republic 7 years ago. Due to this big reform it is possible to
state that Czech accounting is quality and users of accounting are able to obtain
important information about accounting entity.
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ROZWOJ RACHUNKOWOSCI W CZECHACH
OD KONCA XIX WIEKU DO CZASOW OBECNYCH

Streszczenie

Autor artykutu porusza kwesti¢ rozwoju rachunkowosci w Czechach od konca XIX wieku do
czasow obecnych. Podstawowym celem artykutu byto opisanie najwazniejszych historycznych kro-
kéw milowych, ktére mialy istotny wptyw na rozwoj i forme obecnego systemu rachunkowo$ci w
Czechach. Mozna stwierdzi¢, ze znajomo$¢ historii rozwoju rachunkowosci jest istotna dla komplek-
sowego zrozumienia rachunkowos$ci w Czechach. Rozwdj rachunkowosci w Czechach rozpoczat si¢
w koncu XIX wieku. Do tego czasu nie byto w Czechach literatury koncentrujgcej si¢ na teoretycz-
nych i praktycznych aspektach rachunkowosci. Dynamiczny rozwdj rachunkowosci kontynuowany
byt przez druga potowg XX wieku, az do momentu, kiedy standardy rachunkowosci czeskiej zostaty
zastapione przez rosyjskie standardy koncentrujace si¢ na gospodarce centralnie planowanej. Na
poczatku lat 90. XX wieku nastapity radykalne reformy systemu rachunkowosci w Czechostowacji.
Mozna stwierdzi¢, ze od tego czasu rachunkowos$¢ stata si¢ uzytecznym narze¢dziem dla odbiorcow
informacji generowanych przez system rachunkowosci.
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