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Abstract 

This thesis studies the history of Škoda company on the background of the general 

historical events during the reign of Habsburg monarchy and the era of Czechoslovak 

Republic. Furthermore, it also studies legislation concerning the taxation and its changes 

during both regimes. Main goal of this thesis is to examine the effects of taxes and 

changes in taxation on Škoda company during the studied period of time. Furthermore, it 

also analyses the impacts of major political and economic events during the early parts of 

the 20th century. In order to analyze them, it uses quantitative and qualitative approaches. 

Specifically methods of description, descriptive analysis and comparison on the key 

variables of the company. The mainly examined variables are the value of capital, net 

profit of the company, the value of resources bought for production and the amount of 

money paid on taxes. 

Abstrakt 

Tato bakalářská práce studuje historii společnosti Škoda na pozadí obecných historických 

událostí během vlády Habsburské monarchie a v období Československé republiky. 

Navíc studuje zákony zabývající se daněmi a jejich změny během období obou režimů. 

Hlavním cílem této práce je prozkoumat účinky daní a jejich změn na společnost Škoda 

během studovaného období. Navíc také analyzuje důsledky velkých politických a 

ekonomických událostí během raných dob dvacátého století. Aby je analyzovala, používá 
kvantitativní a kvalitativní přístupy. Přesněji metody popisu, deskriptivní analýzy a 

porovnání na zásadních faktorech společnosti. Hlavní zkoumané faktory jsou hodnota 

kapitálu, čistý zisk, hodnota surovin nakoupených pro výrobu a množství peněz 

zaplaceného na daních.  
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Thesis Proposal 

Taxation has massive importance in the economy. The question on how to tax and 

which way of taxation is the best has been asked for centuries. It is one of the most 

debated topics in the politics and important field of studies in economics. Good taxation 

can provide benefit and prosperity to the society, while wrong taxation system can 

cripple the economy.  

In this work, I will examine the how the taxes influenced the business environment in 

different political and ideological regimes on the example of Škoda company 

throughout its existence - since the establishment of the firm in the late 19th century till 

today.  

The main research question of my thesis can be formulated as follows: How changes in 

taxation influence the firm’s economic performance from a microeconomic and long-

term historical perspective? 

 

Contribution 

To the best of my knowledge, this work is the first microeconomic analysis of the 

influence of taxation on the economic development of the firm in the Czech 

historiography. I will rely upon the existing descriptions of tax systems and analysis of 

the state fiscal policy. 

 

Methodology 

The methodological framework of the project will consist of the combination of 

approaches traditionally used in historiography, such as description, descriptive analysis 

and comparison, and of tools of econometric analysis focused on the analysis of the 

effective taxation. 

 

List of proposed references: 

Archiv Národního muzea, fond Hromádko Vilém, 1881 – 1959 
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Akciová společnost dříve Škodovy závody, Pětadvacet let Akciové společnosti dříve 

Škodovy závody v Plzni, Praha, 1925 

Akciová společnost dříve Škodovy závody, Seznam závodů, dílen a provozů, stálých 
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Introduction 

The taxation is one of the crucial fields of studies in economics as well as a highly debated 

topic in the politics. A mismanaged taxation can ruin the country´s economy and destroy 

numerous industries. On the other hand, taxation is the inevitable part of present´s 

society´s structure as it raises funds for public needs. Predominantly, the taxation is often 

discussed as a matter of a single country and its effects are discussed in the framework of 

certain markets.  

This Bachelor´s thesis is the first Czech microeconomic analysis of the influence of the 

taxation on a single company in long time perspective. In the center of the analysis can 

be found one of the largest and most influential companies in the Czech lands´ history – 

Škoda company.  It has existed for a long period of time and has preserved large portion 

of its documents, which makes studying it possible. This company has specialized its 

production on metallurgy, armament and engineering. The Škoda company was founded 

by Emil Škoda in 1869, yet it changed name when it was turned into the joint-stock 

company. The new name was Joint-Stock Company, Originally Škoda Company, 

Residing in Pilsen. Due to the length of the name of the company, it will be shortened to 

the Škoda company. To sum it up, this thesis will examine impact of taxation upon Škoda 

company through time. It will answer how the changes in taxation influence the firm´s 

economic performance from a microeconomic and long-term perspective.  

However, the time periods this thesis is covering have been reduced to the years 1866-

1938 due to the Covid -19 pandemic, as the archives were closed and their data is 

irreplaceable for evaluation of the later periods. This leaves a lot of space for further 

studies on this topic. 

This thesis will be composed of three parts. First part of the thesis will provide historical 

background of the work. It will be divided into two smaller chapters. First chapter 

describes the economic history of the Austro-Hungarian Empire and Czechoslovakia. 

Second chapter describes the history of the company and its development. 

The second part of this thesis will examine the history of the taxation in Czech lands. The 

term Czech lands is referring to the lands of Kingdom of Bohemia during the time of 

Habsburg monarchy and to the area of interwar Czechoslovakia.   

The third part of this thesis analyzes the impact of the taxation on the company as well as 

other crucial events in order to answer question on how changes in taxation influence the 
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firm’s economic performance from a microeconomic and long-term historical 

perspective? 

The methodology of the thesis will be qualitative and quantitative analysis that will be 

composed of description, descriptive analysis, comparison. The econometric analysis will 

not be used due to the reduction in time periods, which reduced the size of the dataset to 

inapplicable levels. The reduction in size leaves a space for further studies of this topic.  

As far as I am concerned, this is the first examination of the evolution of a single company 

regarding taxation in Czech historiography.  

 

Firstly, the large percentage of works included in the set up of the thesis proposal lacked 

any relevant information to the study. Out of the proposed literature, only Doležalová 

(2007) and Falada (2009) provided the information benefiting the study.  Books Akciová 

společnost dříve Škodovy závody v Plzni (1925) and Akciová společnost, dříve Škodovy 

závody (1936) were too brief and generally describing to provide any reasonable 

information. Bauerová (1974) was not used, due to the reduction in the topic size. Lastly, 

Forst (1934) and Jiša (1965) were mainly focusing on the situation of workers in the 

company, while not researching the status of the company as a whole. I have examined 

the following fonds in the Národní archiv: Ministerstvo finance I (1918-1949) and 

Ministerstvo Financí Vídeň, yet it did not provide any information relevant to the study. 

This archive has directed me to the Státní oblastní archiv Plzeň, Kášter u Nepomuku, as 

it held the archive with the information crucial for this study. 

To describe the general history, this thesis has relied on Moravec (2008), 

Efmertová and Savický (2009), Jindra (1984), and Olivová (2000) to provide the general 

historical background. These books are one of the many describing this time period. They 

provide the details to a general knowledge of history of this time. Furthermore, I used the 

Doležalová (2007), Doležalová (2013) and Fairchild (2021)  as a source of information 

from the corresponding periods. These works are very detailed but are only limited to 

their time periods. Thus they provided great source of information. 

 The completely different situation is in the case of the evolution of the company. 

While there are numerous books describing the products of the company, the books 

covering its history are only few. These books are Janáček (1990), Karlický (1999) and 

Jelínek (2013). On the other hand, these books are very detailed with its information and 

the expansion of the company can be greatly explained from these books. 
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The evolution of taxation is well documented in the Falada (2009) and Široký (2008). 

They provide the information about changes in taxation. Falada (2009) is a crucial work 

in this area as many works rely on it, while discussing the taxes of past regimes. For the 

theoretical framework of this work, I have also studied Jackson (2003) but this work is 

largely theoretical and focuses more on usage of the taxes. 

Lastly, this thesis is based on archive material from Škoda company collection, that is 

held in SOA, Pilsen, Klášter u Nepomuku.  The archive has provided the yearly reports 

from the period this thesis covers. These reports contain the crucial data. However, they 

do not encompass of information that could be required, like number of employees in a 

year. Furthermore, some years are completely missing, or the reports are from different 

time than yearly. 
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1. Historical background 

1.1. Historical development of the Czech lands and 

Czechoslovakia 

Firstly, it is important to discuss the crucial events in history to understand the 

state and the situation in which the company was operating. Emil Škoda became the 

director of  Waldestein´s company, which would be later become the Škoda company, in 

1866. (Janáček 1990, 40)  In 1866, Habsburg empire lost its Italian holdings in the Third 

Italian War of Independence and fought Prussia in Austro-Prussian war. The Prussians 

won the war thanks to the new gun design, despite the Austrian numerical advantage.   

Such a humiliating loss showed the need for technological advancement for the 

monarchy. Furthermore, the monarchy reached duality of Austro- Hungarian empire.  

(Moravec 2008, 193) 

Yet the years after the Austro-Prussian war were in the spirit of the economic 

development. The sugar industry was booming since 1867. This also meant an upturn in 

the engineering as the many engineering companies formed during this time solely 

focused on the creation of the machinery for sugar industry. (Efmertová and Savický 

2009, 332) 

Between the 1867 and 1872, there were more than thousand newly founded 

companies in the Austro-Hungarian monarchy with starting capital over four billon 

Guldens. However, only 700 of them commenced operating with the capital of two and a 

half billion gulden. This needed the vast amounts of investment. Thus during this time 

period, eighteen banks were formed in Prague.  The banks mainly invested into the 

engineering companies, as those were becoming the joint-stock companies. This allowed 

banks to gain large share in the engineering companies.  The growth culminated in 1871 

and 1872 as many companies had low starting capital and low production. (337-339) 

During this era of prosperity, there were certainly some small scale economic 

shocks as well. These shocks were mainly affecting sugar industry. (403) The relative 

growth ended on the 9th of May 1873 as during one day, there was a drop of value of 

stocks by hundreds of thousands of Guldens. (402) 
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This collapse of the stock market devastated numerous companies. The estimated 

loss for the entire Austro-Hungarian economy is between three to four billions of 

Guldens. (404)  This crisis has destroyed numerous smaller companies and solidified the 

position of already dominant companies. Furthermore, it had led to formation of cartels. 

Its number skyrocketed to 57 as each divided the market for certain goods. (Janáček 1990, 

64) It took the economy six to seven years to reach the levels of output that were common 

before the crisis. (Efmertová and Savický 2009, 404)  

The following decades were for Czechs the time of fight for freedom and representation, 

within the monarchy. (Moravec 2008, 194) Yet economically, the growth and 

industrializations have slowed. Furthermore, the eastern part of the empire was barely 

industrialized and relied upon the exports of the agricultural products. (Doležalová 2013, 

88) As the time passed on, this divide only increased. This era was not just a steady growth 

as small economic crises hit in 1883 (Janáček 1990, 65)  and at the start of the 20th century 

(199). The crisis in the 1901 has made the number of cartels in Austro-Hungarian empire 

reached shocking 120 cartels. (181) 

At the start of the First World War, the Austro-Hungarian empire accounted only for 10% 

of Europe´s GDP, while being its second largest state. (Doležalová 2013, 87) The 

breakout of the First World War pitted the Entente- United Kingdom, France and Russia 

against the Central Powers -Austro-Hungarian, Ottoman and German empires. The need 

of manpower and armaments increased unprecedentedly. Such large quantities could only 

be provided by modernized society with high reliance on machinery. (Jindra 1984, 150)  

The nature of the war has surprised both sides and it took them months of disorder until 

their economy was focusing solely on war production. (152)  It became ever more evident 

that the Great War is going to be the war of attrition, which will rely on the amounts 

produced by war machinery of the states. (156)  The trade became a weapon in the war, 

as the Entente was using blockades to cut off Central powers from the global market. 

(159) This has led to the numerous shortages of the Central powers as they were blocked 

from the global market by Entente´s naval supremacy. (181)  Germany was at the peak 

of technological progress before the start of the Great War, so it was capable to build 

factories to provide synthetic substitutes, (182) this was not the case of Austro-Hungarian 

empire. This resulted in massive shortages and numerous difficulties. They tried to 

overcome it by opening the inefficient mines and making public collections of scrap. 

(183) This was their main source of gaining the now scarce resources and such an 

approach could not last long. 
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On the 28th of October 1918, the ministry of foreign affairs of Austro-Hungarian 

monarchy declared the intention to negotiate peace. This was translated by the citizens of 

the empire as an official surrender of the empire and the national governments assumed 

power. (Olivová 2000, 66) The power in Czechoslovakia was assumed by the National 

committee. (66-67) This lead to a smooth transition of power in the newly forming 

republic. (67)  This new government was facing severe issues. Economic situation of the 

country was terrible. It had trouble to provide food to its own citizenry.  The war economy 

has not adapted to the peace time production and the mismanagement of the workforce 

left agriculture lacking the workforce and returning soldiers jobless. Additionally, due to 

the lack of support from the government, the entrepreneurs were forced to accept deals 

with the workers. (Olivová 2000, 79) This was characteristic for the entire period of the 

Czechoslovak Republic. The governments were protective against foreign markets, yet 

were not opposing communist tendencies. (Doležalová 2013, 89) Despite the internal 

difficulties, Czechoslovakia became a member of the Little Entente, which consisted of 

Czechoslovak Republic, Kingdom of Yugoslavia and Romania. 

On the 24 of October 1929, there was a collapse of the New York stock market. The crisis 

brought kingdom of Yugoslavia and Romania on a brink of bankruptcy. To promote the 

economic cooperation between them, they have established the economic council of Little 

Entente in 1934. The economic crisis was coupled with the agricultural crisis in the 

Czechoslovak. The agricultural crisis led to a massive decline in whole branch of industry. 

It mainly affected the small farmers, thus affecting masses. The crisis had an impact on 

the engineering branch of industry a year later. The main decline happened on 1931 and 

it was connected to the agricultural crisis culminating.  Furthermore, economic crisis has 

caused credit crisis in the domestic market. The largest drop of production happened in 

1933, as it reached 60% of the production form 1929. The crisis hit the Czechoslovak 

industry worse than other countries- about 30% worse than others. This was likely caused 

by the export character of the Czechoslovak industry.  The worst year for Czechoslovak 

industry was 1934. The industrial production in Czechoslovakia was about 66% of the 

production from 1929, while other countries had roughly 77%.   Czechoslovak foreign 

trade had never recovered from the crisis. Moreover, Czechoslovak companies were 

pushed out of their traditional eastern and southern markets by the German suppliers. 

(Olivová 2000, 157-165) 

 Since the 1934, the Czechoslovakia felt the threat of worsening relations with Nazi 

Germany. (190)  The Czechoslovak Government has established diplomatic relations 
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with Soviet Russia and through set of laws limiting freedoms put pressure on the Germans 

living in Czechoslovakia. (185-186)   This situation was escalating, until the signature of 

the Munich treaty in the 1938 and the occupation of Czechoslovakia in 1939. 

1.2. Historical development of the Škoda company till 1938 

Now, it is important to focus upon the Škoda company and its history. Emil Škoda 

was forced to leave his engineering job in Germany, due to the Austro-Prussian War. 

(Janáček 1990, 40)  Thus he chose to take up a job in Pilsen region. This coincided with 

the vacancy in one small assembly plant owned by the Waldenstein family. (34)  Thus 

Emil Škoda negotiated with the Waldenstein family, to take up the vacant position. He 

received the position of the director, but he also received high degree of freedom and 

responsibility. (41)  The high degree of freedom can be explained by the fact that the 

Waldensteins as every aristocratic family were not fit to lead company, as they required 

large profits without risks, thus they provided director with responsibility and freedom. 

(42)  

In the year 1869, Emil Škoda acquired enough finances to buy the company and 

thus founded the Škoda company. (56) Investing family fortune, he opened a period of 

great development for the company in its early years. (62) The change arrived very soon, 

as the economic crisis hit the Austro-Hungarian empire in 1873. (63) The very prosperous 

Pilsen region was hit hard by the crises. (63-64) In the town itself, only two companies 

suffered little harm - town´s brewery and Škoda´s steelworks. (64) This was caused by 

the steady demand for beer and the varied products of Škoda company, as the company 

did not rely solely on supplying sugar making industry, which was the cause of crisis. 

Due to the economic crisis, Škoda company formed one of the cartels, consisting of them, 

Vítkovické Železárny and Ganz&co. in Budapest. (92) 

To briefly show its growth in numbers, it should be emphasized that in 1897, the 

company was able to make up 4420 tons of steel . The following year, it produced 5970 

tons. In 1899, it produced over 7000 tons of steel. (91)  Additionally, the company began 

with 120 employees, 9 years later it had 735 employees and reached 2800 employees in 

1902. (92)  The company managed to equip 25 sugar factories by the 1901. (199) 

The first reason why the company began to orient itself on production of weapons 

was the economic crisis in 1883, which provide massive drop in exports. (88) This drop 

of exports was caused by the solution of many countries to adopt protectionist policies. 
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The orientation on production of weaponry continued through 1880s and 1890s. (149) In 

1886, they started by receiving license to produce machine guns. (155) 

There was a lack of firms in the monarchy, that would be able to produce heavy 

guns needed for imperial artillery and the government wanted to ensure local production 

of these pieces, in order to promote self-reliance. This created an ideal market 

environment for Škoda. Škoda company started by making weaponry for Austro-

Hungarian navy located in Adriatic. It was caused by the incident in 1866, when its 

flagship could not join the Third Italian War of Independence, due to the lack of 

armaments, which were supposed to arrive from Krupp. (153-154) After short 

negotiations, Škoda was not only supplying the navy with the propellers and anchors, but 

also with large caliber guns.  

Moreover, the conflicts in American-Spanish war and Russo-Japanese war have 

fastened the weapon making of European companies, whose weaponry was now in high 

demand. However, profits from high demand for their products could not suffice to 

electrify the whole company, in order to keep up the pace with its European counterparts. 

(190) The company turned into joint-stock company, to provide sufficient funds for the 

electrification. 

While the company was doing its best to keep up with its rivals, Austro-Hungarian 

empire began to lag behind its neighbours.  Still by the start of 20th century, it became 

part of five largest steelworks: Mitsubishi, Schneider, Vickers-Armstrong, Krupp and 

Škoda. Yet the start of the century brought the crisis with it and Škoda was forced to lay 

off 500 employees in 3 years. (199)  At the end of this decline, it relied heavily on weapon 

production as it provided quarter of its profits. Additional countermeasures were taken. 

The Škoda entered a bridge-making cartel in 1903 and gained 14,6% share in forming 

steelworks cartel. (201-202) Moreover, there was up 8 million crowns invested into the 

company in a period between 1904-1908. So, since 1904 to 1910, the net profit of 

company was between 1.5 million to 2.9 millions. (205) So when the First and Second 

Balkan war started, it was clear that crisis for Škoda was over. 

The year the Great war begun, Škoda company was paying 28 crowns per stock, 

a record in its history. This was caused by the government of the Austro-Hungarian 

empire, and its citizens who “betted” on the victory of the Central Powers by investing 

into their largest weapon maker. As the war continued, Škoda was a main supplier of the 

crown and the demand for their goods on the frontline was greater that they could supply. 

Additionally, they had a deal with Krupp´s factories, which gave them monopoly over 
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the Austro-Hungarian production.  The war resulted in massive investments into the 

company by the crown. They received 20 million crowns in one and a half year from the 

start of the war as an investment. This reduced the competitiveness in this branch of 

industry. To sum it up, during the First World War, the Škoda company had the monopoly 

over the production of larger weaponry for the Austro- Hungarian empire, as well as 

massive amounts of investment to increase the production. Furthermore, entire market 

was suffering from crown depreciation.  Thus the resulting figures are overstating the 

actual numbers. During the war, the Škoda company received 123 millions of crowns 

worth of investment. Soon, as the war came to an end, the largest debtor- the Monarchy- 

got dissipated. (Janáček 1990, 353-363) 

After the establishment of Czechoslovakia, Karel Škoda, who was the CEO of the 

company at the time and was very vocal supporter of the monarchy, became unwanted 

person. Thus, he was forced to make a deal with National committee, which ensured 

protection of his holdings, in return for him abandoning CEO position in favour of 

someone more inclined to the newly established Czechoslovak Republic. The next day, 

the company received a letter from the Czechoslovak government to continue its military 

production. This calmed the situation down and was later leveraged to ensure the 

Republic will pay for most of orders that were not paid by the monarchy. (Karlický 1999, 

11-12) 

However, the pressure still continued to mount on Karel Škoda, who was hated by 

the locals and French even considered him a war criminal for his military production. (15)  

According to the Czech Historiography, it was caused by the fact that weaponry from 

Škoda had taken many French lives on the Western Front.  So, he was forced to move 

into Switzerland, due to the cooperation between France and Czechoslovakia. (20) 

 However, the French were already planning the takeover of Škoda company, so 

they needed to remove him. (Fairchild 2021, 21)  

In the meantime, the company was suffering from the division from Austrian and 

new Czechoslovak currency. They were unable to receive any new loans from Austria 

and had only loan from Živnostenská Banka, which was only 25 mil crowns, which was 

just keeping the company afloat. By the spring 1919, all Czechoslovak banks agreed on 

not having sufficient funds to support such a large company. In the meantime, a 

socialization of the company was realised, through which the employees received the 

third of the stocks of the company. Thus the banks refused the option to buy the stocks 

from Karel Škoda, who held a large part. Soon, there were numerous rumours spreading 
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that Schneider et Ciel might be buying large shares in the Škoda company. Schneider et 

Ciel was the French largest weapon maker company and held a lot of professional respect 

towards the Škoda´s products. (Karlický 1999, 22-24) 

In September 1919, the negotiations finally succeeded. Živnostenská Banka 

bought 40 thousand stock papers from Karel Škoda and sold them and some of theirs to 

Schneider.  With their support, Schneider et Ciel received majority in the company.  

Despite Karel Škoda still having millions in holdings, he became worldwide 

phenomenon, for he was first manufacturer, who lost his major company.  (Karlický 1999, 

26-27) 

Immediately after the takeover, the new stock was emitted and the Schneider et 

Ciel used its right to purchase it first. This increased the stock capital of Škoda company 

from 72 milion to 144 milion, thus ensuring total dominance of French on the Škoda 

company. While the Czechoslovaks were more inclined to stop the production of 

weaponry and focus on peaceful production, the French demanded the weapon production 

to continue. It is very likely that if they did not, the production of weapons might have 

stopped. (Karlický 1999, 29-30) 

French treated the Škoda company without respect, but it changed swiftly, when they 

found out that it is more developed than their home company. Just the fact that the Škoda 

received 6 patents from France but shared 25 of them tells the difference. Additionally, 

Schneider traded Czechoslovak naval artillery-making machinery and replaced them with 

train-making machinery, to help increase the production in times of peace. (Karlický 

1999, 33) 

Despite this, government was forced to change its approach towards Škoda, when 

it was waging a war against the Hungary and needed maximal production of weaponry. 

(38)  Yet from the end of this conflict, situation in Europe became increasingly more 

stable and share of money Škoda company gained from weapon making shrank rapidly. 

As the 1920´s were starting, Škoda became a main backbone of the Little Entente, 

which was a coalition of the Czechoslovak Republic, Romania and the Kingdom of 

Yugoslavia. This ensured the local markets for our company. However, by the 1922, the 

Schneider forced Škoda to sign the Artillery Convention, which forced Czechoslovak 

company to focus solely on the markets of the Little Entente and Mexico, while leaving 

other large markets open foe Schneider.  Luckily, the convention was avoided thanks to 

the help from Ministry of Defence, which officially bought weapons from Škoda and then 

sold them abroad. (Karlický 1999, 58) 
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Škoda was in peculiar position. Its production used to be distributed across the 

entire monarchy, which was no longer there. This meant that the surplus of the domestic 

goods had to be exported to keep the company afloat, as the domestic market was too 

small.  Particularly important were the exports of trains to Romania and weapons to 

Yugoslavia. Unluckily, the crisis of 1923 struck and Škoda was forced to invest very 

carefully.  This crisis was caused by worldwide shift to production in the times of peace. 

Luckily, the train making managed to increase its production in 3 years, so by 1923, they 

were producing 25 trains a month and most of those were sold successfully.  This would 

mean that it is not clear if the change of naval artillery making equipment with Schneider 

for train making was more off a trade, less of a forced deal. (Karlický 1999, 67) 

The main issue for our company was that it could not be exporting to the western 

countries, where it was sold without profit or even with a loss. Škoda was viewed as an 

eastern company, which reduced the demand for its products greatly. Other option was to 

export to the Eastern countries, however, the political situation in these countries was 

rather unstable. Because of that, these countries lacked cash for such projects and were 

just able to buy goods through loans from the company. That meant that they were 

repaying slowly. Unluckily, the company lacked ready money to survive on these forms 

of repayment. This was solved by ingenious move done by Karel Loevenstein, who was 

the CEO of the company during this time. He managed to receive a loan of 2 million 

pounds from England, which was equivalent of 312 million of Czechoslovak crowns with 

the interest rate of 8%.  A liability for this loan were the bonds of Eastern countries, which 

were used to buys goods from Škoda. (Karlický 1999, 76-78) 

This had a massive success as the West was hungry for profitable bonds and 

stocks. Unsurprisingly, the English City Bank offer to increase the value of the loan to 

2.5 million pounds.  As the fame of Škoda spread across the Atlantic ocean, the English 

were more than willing to improve the terms of the loan. From 1913 to 1928, the heavy 

industry of Škoda has increased by 194.7%. Around the year 1928, there was economic 

turnover of Škoda company above 1 billion crowns a year. Till 1930, there was more than 

a billion crowns invested into this branch of industry.  (Karlický 1999, 80-81) 

By the 1928, there was tension rising between these two major Czechoslovak 

companies- Škoda company and Českomoravská-Kolben-Daněk (ČKD). Both of them 

oriented on steelwork production and wanted to dominate local market and have 

monopoly on it. Trade war started as a reaction of ČKD to Škoda´s aggressive trading 

techniques, when they were capable of reducing the price of their offer, in order to secure 
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the deal. Škoda was able to achieve that by using its French money and by having 

supporters in government, who ensured their monopoly over military deals. These were 

important and crucial sources of revenue for a trade war between two companies. 

Between 1921 to 1925, Škoda has acquired numerous steelworks and mines. They also 

owned a large share in the large companies like Zbrojovka Brno, which was state´s 

official armoury, or Avia, which was making airplanes. The most important addition was 

purchase of Laurin & Klement in 1925.  This prominent car manufacturing company was 

suffering from lack of customers and wanted to make cars, like Henry Ford did. Their 

aim was massive production of assembly line. This meant they needed the investment to 

build one. They attempted a deal with ČKD, but it led into stalemate, until Škoda offered 

them what they wanted.  (Jelínek 2013, 10-19) 

Tired from trade war and losses it brought, both companies attempted to make a 

deal. However, the negotiations led nowhere, so ČKD attacked the Škoda´s positions in 

weapon making industry. They have managed to sway a part of the ministry of defense 

with the promises of reducing the costs for their goods. That gave them the majority in 

the supervisory board of the Zbrojovka Brno.  Unluckily for ČKD, new elections secured 

the government inclined to Škoda before their plan could come into fruition. (Ibid.) With 

the finding of compromising material on the members of Supervisory board, who were 

inclined to ČKD, their dream has vanished. (Jelínek 2013, 46-47) 

The Great Depression forced both companies to return to negotiating table. (51) 

Their goal was to prevent the influx of foreign goods, which would badly hurt them. They 

managed to start with the automobile industry. Škoda owned Laurin & Klement and ČKD 

owned Praga.  They even invited Tatra, which was making lorries, to collaborate with 

them. Together, they formed a MOTOR company, which was uniting the production and 

distribution of these companies, in order to maximize the profits. Yet it only managed to 

last for 6 months, before ČKD and Škoda had withdrawn from it. (Jelínek 2013, 82-85) 

Through crisis, Škoda was saved by its weapon making industry. Still, it suffered 

greatly. They had to export weapons to the countries that were on a brink of collapse and 

it was not sure that they could repay. The debts of the company were rising a slightly 

faster rate than claims from those that owed it.  Furthermore, the company stopped or 

greatly reduced its investment into its capital.  This state of Škoda company lasted until 

the start of the Second World War. (Yearly reports of Škoda company, 1900-1938, 

archive of Škoda company Státní oblastní archiv, Klášter u Nepomuku) 
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2. Evolution of Taxation 

During the 19th century, the states continued in the trend of relying more and more 

on taxation rather than on its properties, to raise public funds. Furthermore, the flat taxes 

were replaced by more varied and specific taxes. Next to the taxes, there were fees that 

were paid to the government. Tax was necessary payment for which an individual or a 

company received nothing in return, while the fees were usually for some state´s service. 

An example of the fee would be a payment for judiciary service. (Falada 2009, 90-91)  

Moreover, the taxes were divided into the direct and indirect taxes. While direct 

taxes are payments directly to the government, the indirect taxes are added to the cost of 

commodity. Such indirect taxes were Sugar or Alcohol taxes for example. However, 

indirect taxes have no effect in this study, so they will be skipped. Furthermore, this 

section will avoid personal taxes, which had no impact on the company. 

It is crucial to examine the form of taxes. There were some criteria, which tax had 

to fulfil. There was the subject of the tax, which was the property or activity from which 

the tax was paid. There was also the tax content, which showed the rights and duties of a 

person, who was paying the tax. The final two criteria were tax rate and periodicity. Tax 

rate showed how much an individual had to pay, usually in percentage terms, from his 

earnings or growth of value. The periodicity said how often that tax had to be paid. Most 

of the taxes were paid yearly, but for example earnings taxes were paid quarterly. (Falada 

2009, 91-92) 

The tax collection system was based around the localized tax collecting 

organizations, each one having its own region. These organizations were usually the local 

administration, which while collecting the state taxes, collected surcharges for their own 

funding. This maximum surcharge from taxes to local organizations rose as time went on 

from 8.7% in 1862 to the 33.9% in 1908.  (116) Furthermore, system of tax collection set 

in this manner did not provide equal tax rate across the monarchy. 

In 1896, the empire began to implement the General Earnings tax, which taxed all 

businesses. This tax did not have a fixed tax rate. The tax committee in Vienna did set up 

a quota of money that needed to be collected. The localised tax collecting institutions had 

to charge amounts to individuals and companies to collect the sum. Each citizen and 

company were set in tax bracket, which set minimal and maximal possible payments for 

this tax. It can be presumed that Škoda company was in the highest paying category and 

had to pay between 1000K to 2000K. (Falada 2009, 98-99) 
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In the same year, there was an additional tax, concerning companies with public 

accounting.  It had a percentage tax rate was based on dividends of the company. It was 

based on 10% of profit. It rose to 12% of profit, if dividends were between 10 and 15% 

and finally, it was 14% if dividends were above 15%. This tax was paid quarterly. (Falada 

2009, 99-100)  

There were no other taxes implemented until the start of the First World War. Yet 

the war brought massive inflation, which increased all flat taxes. Moreover, the war 

surcharge was implemented and a temporary tax of War Profits implemented in 1916. 

Tax of War Profits was supposed to tax the profits of people and companies that were 

profiting on war. Companies were subject to this tax, if their profits were higher than 

average of the last 3 year profits before war. (Falada 2009, 118-119)  

After the establishment of Czechoslovakia, the vast majority of the taxes remained 

unchanged. (Široký 2008, 38)  Moreover, the taxes still differentiated across regions. It 

was called tax dualism as Bohemia, Moravia and Silesia had to pay larger taxes than in 

Slovakia and Ruthenia. The example would be direct taxes, which had roughly 16% tax 

rate in Czech lands, while they were about 5% in Ruthenia. (Doležalová 2007, 241)  

In 1919, there was a new tax implemented. It was a tax from growth of property 

value during the First World War and replaced previous tax of War Profits. It was taxing 

the difference between value of property in 1919 and before the war. Its tax rate was 

between 3% to 20%. (Falada 2009, 122) This tax was collected between 1921 and 1922. 

(Doležalová 2007, 247) Furthermore, the turnover tax was implemented during the same 

year. (246) 

However, the tax law no.  144 from 1922 set the calculation of the General 

Earnings tax from the documented income. Furthermore, the tax of Companies with 

Public Accounting changed the name to Special Earnings tax and reduced its tax rate to 

9 percent. (Doležalová 2007,119) 

The tax reform of 1927, did mainly rearranged the taxes and allowed higher 

surcharges for the municipal and regional administrations. This made taxes from profits 

at larger companies to be around 50% of net profit. This new tax system set the turnover 

tax to 1%, yet it rose yearly by 1%, until it reached 3%. Profits of large companies were 

taxed by 8%, but the tax rate rose to 9% by the year 1930. (Doležalová 2007, 244-46) The 

entire tax system was very complex and complicated, relying on the educated and skilled 

payer. Payers were basically able and expected to just pay the money demanded, while 

they had no chance of finding out why and due to which reasons they paid. (251) There 
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was also an issue with the motivation to pay taxes, because the state demanded 5% interest 

rate from the owed money. However, if you were to get a loan, it would be between 7-

12%. (250) Thus people were motivated to delay their taxes and owe them to state. This 

system of taxation remained unchanged during the rest of the era of the Czechoslovak 

Republic. (Falada 2009, 124) 
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3. Analysis 

The analysis will examine the following key variables through time: value of all 

capital, the amount of net profit, the value of all resources bought for production and 

taxes. Also, it will study their shifts due to the political, economic or legislative changes. 

This data has been gathered from the yearly reports of Škoda company from the studied 

time. The analysis has divided the studied periods into the following eras, each divided 

by an economic or political turmoil: Austro-Hungarian Monarchy (1906-1914), The First 

World War (1914-1918), the early Czechoslovak Republic (1918-1930) and the late 

Czechoslovak Republic (1930-1938). The preserved dataset commences in 1906. Thus 

the impact of the implementation of the General Earnings tax and the tax of companies 

with public accounting cannot be examined.  

 

Firstly, this analysis will examine the separate evolution of the key variables. It 

will start with the evolution of the value of capital of the company. (Figure 1) The 

following graph describes its changes in time. There are three main events happening 

during this time period. Firstly, there is a sharp increase in the 1920, which was caused 

by the arrival of the French investment. Moreover, the following year the growth 

practically halted due to the tax from growth of property value, which forced the company 

to pay a massive tax during that year. Lastly, the major drop in capital value which 

happened in 1930, was started by the arrival of the Great Depression, yet it continued due 

to the conservatism and fears of its leadership, as well as reduced market opportunities 

abroad. 
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Figure 1 : Yearly value of capital 

 

Next, I would like to examine the value of resources bought for production yearly. 

(Figure 2) There is no information about the production preserved, so the closest 

information is the value of all resources bought for production. It can be presumed that 

the company used the vast majority of resources it bought during that year, as it is in its 

best interest. So, this variable should provide rough estimate on the production of the 

company during this time. Its first major increase was caused by the First World War, 

which forced the company to attempt to match the need for weapons and ammunition 

during that time.  The end of the war brought in the change in demand, so the company 

had to adjust its production to meet it. Such restructuring takes time, so the following 

year´s production was limited.  The next drop of production was caused by the impact of 

the tax of growth of property value in 1921, due to the size of the tax paid.  Moreover, the  

Great Depression reduced production once again in 1930. However, the company shifted 

its production after 1934, when it became profitable again. It began buying mor and more 

valuable resources, thus suggesting buying half made products instead of raw resources. 
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Figure 2 : Value of all resources bought yearly 

 

Next, I would like to examine net profits in the company´s history. (Figure 3) 

There are two major drops of net profits. First one is caused by the First World War, as 

the company was forced to supply the Austro-Hungarian monarchy, which had trouble 

raising money for its cause. The second drop was caused by the Great Depression as its 

effects reached the Czech Lands. The Last interesting period is the difference between 

1920 and 1921. The net profits for these years are exactly the same, as the growth was 

limited by the tax of growth of property value. 
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Figure 3: Yearly net profit of the company 

 

The main information provided by the following graph (Figure 4) that is 

describing the taxation is the major spike the growth of property tax caused in the 1921. 

Furthermore, it provides the rough estimation of share on the turnover tax, which was the 

main source of taxation during the Great Depression. 
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   Figure 4 : Taxes paid through each year. 

 

The following examination will mainly rely on the following Figure 5. During the 

first time period, there was no systematic change in taxation. Furthermore, there were no 

major shocks in the economy or politics. Thus the company continued to exist in the 

position of dominance in the local markets. Such a system spurred investment and 

increases in production. However, the taxation was choking the company, occasionally, 

taking more than half of its net profits. (Figure 6) Under such influence, the company was 

able to achieve only slow growth of capital and production. While the company was 

benefiting from the dominant position on the market and profitable orders from the 

government, the taxation was so large it slowed the company´s growth.  

The start of the First World war brought in the first major change in the examined 

time period. The government demanded large amounts of weaponry and ammunition. 

Under the influence of such demand, the company expanded. However, the company was 

obliged to supply its products, despite the government´s inability to properly pay for it. 

Delayed payments resulted in the losses of the company during this time period. Due to 

the losses, the newly introduced war tax was unable to impact the company´s 

performance, as it was taxing the profits.  
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The end of the First World war forced the company to rearrange its production. 

This can be marked in a large drop of production in 1919. The French took over the 

company in 1919, yet their investment began to mount in 1920. Newly bought machinery 

allowed the company to increase its production again in in the same year. Furthermore, 

the company was able to regain profitability, as it was supplying the market.  

However, the tax of the property growth, which had to be paid in 1921. Its effect 

can be seen as a massive spike in the taxes paid in 1921. Such a massive tax change 

caused the major drop of investment, production and profits. This tax forced the 

production down, despite the influence of the new investments. On the other hand, the 

French control and the English loan were speeding up the growth of capital of the 

company as well as the production and net profits.  

The tax reform happened legally in 1927, yet the laws went to effect later on. This 

coincided with the trade war between ČKD and Škoda, which makes measuring it 

separately impossible. Thus only the combined effect can be estimated. Under their 

influence, the production began to shrink. Yet it did not impact the investment, for the 

company was likely confident in winning the trade war. Moreover, the net profits were 

one of the highest in the company´s history. It would imply the company focused on 

profitability of earned orders, instead of receiving majority of the orders and draining the 

contestant of demand. 

During the last time period, the company´s profit was reduced by the Great 

Depression.  Furthermore, it has forced the company to reduce the investment due to the 

volatility of the market and its production due to the lack of demand. In 1934, the 

company was able to get out of economic crisis and become profitable again. However, 

the eastern markets Škoda previously dominated were occupied by German goods, with 

which Škoda had to compete. Thus it was able to supply the domestic market yet it 

continued to reduce investment, due to the lack of demand for its products elsewhere. 

Furthermore, the costs of resources used for production skyrocketed. There is a likely 

explanation of company importing half made products from elsewhere and finishing them 

for profit. While the company was capable of reaching net profits during such conditions, 

this could only be achieved by reducing the investment. 
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Figure 5 : All key variables and their evolution through time. 

 

Next, I would like to examine the different time periods´ taxation relative to the 

company´s net profits. During the first era, the taxes were mainly based on the profits of 

the company with a flat taxes that changed yearly. The taxation was relatively high, 

covering more than a half of company´s net profits occasionally, thus slowing the 

company´s expansion greatly. The First World War was an era of losses for the company 

and slow expansion of capital.  The vast majority of the taxes paid during this time were 

paid due to the General Earnings tax. The other taxes concerning the company, the tax of 

companies with public accounting and the war tax, were based on the profits, which the 

company was not generating. The early Czechoslovak period had mostly the same system 

of taxation as the Austro-Hungarian monarchy until 1927. The most interesting part about 

examination of this period is the drastic decrease in the ratio between 1922-1928, which 

shows the impact of the increased production and reduction in taxation in 1922. 

Moreover, the ratio during the late republic was remaining high, due to the turnover tax 

and the increase in production. Furthermore, the republic increased the surcharges that 

were collected with the tax, which is the major difference between the early and late 
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Czechoslovakian era. However, this period was much less volatile in regards to taxation, 

with no major changes like in previous time.  

 

 

Figure 6 : The cost of taxes over the value of net profit 
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Conclusion 

This thesis has covered the history of Škoda company on the background of major 

historical events of the second half 19th century and the first half of 20th century. 

Furthermore, it has described the evolution of taxation through the same time period. 

While not providing the econometric analysis on the subject of its study, it has provided 

significant results by utilizing the qualitative and quantitative analysis, especially making 

use of description, descriptive analysis and comparison.  

 

The analysis has studied the key variables of the company´s performance- the 

value of all capital owned by the company and the net profit. Furthermore, it has studied 

the evolution of the costs of all resources bought for production, which were used to 

approximate the company´s production. Lastly, it has studied the amount of taxes, the 

company has paid each year during the examined period of time. 

For the purpose of the analysis, the time was divided into the following eras, each 

divided by an economic or political turmoil: Austro-Hungarian Monarchy (1869-1914), 

the First World War (1914-1918), the early Czechoslovak Republic (1918-1930) and the 

late Czechoslovak Republic (1930-1938). To summarize the results of the analytical part 

of the thesis, the period of Austro-Hungarian monarchy is characteristic by its slow 

growth of capital and profits of the company. Its taxation was relatively large compared 

with the company´s net profits. However, the start of the First World War meant first 

major change in the company´s evolution. It increased the investment as well as 

production to satisfy the needs of monarchy at war. On the other hand, the inability of 

monarchy to pay for its orders, meant an era of losses for the company, which resulted in 

relatively low taxation due to the vast majority of the taxes being deducted from profits.  

The establishment of the Czechoslovak Republic brought in an issue of shifting 

production. This resulted in lower production, but finally, the company was able to 

generate profits. The arrival of the French and their capital caused the boom in the 

company´s capital value as well as large increase in its production. However, this period 

of time was filled with various changes in taxation. The following years of the early 

Czechoslovak republic were marked by the large profits as well as large production and 

capital growth spurred by influx of foreign money. 
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The era of the late Czechoslovak Republic was marked by the stability in the taxation 

legislation. Contrary to it, there was massive economic turmoil, which forced the 

company out of its traditional foreign markets. Furthermore, the company completely 

halted its investment, yet invested more and more into resources used for production, 

which implies a trend of morphing into an assembly plant.   

 

Lastly, I would like to compare the effects of the changes in the taxation. The first 

change was caused by the tax of war profits, which compared the profits of companies 

during the war to the profits of the companies before the war and taxing any positive 

difference. This had no impact on the company, due to company´s unprofitability during 

the war.  The next major change was the increase in the surcharges, that added to the taxes 

and the turnover tax, which were implemented at the start of the early Czechoslovak 

Republic. They marked the major difference between the relative taxation in relation to 

the net profits of the company compared to the time period of Austro-Hungarian 

monarchy.  The most influential tax was the tax on growth of property value during the 

First World War. It has reduced the company´s net profits, investment and the production 

during 1921, in which it was paid. The reduction in the tax for publicly accounting 

companies was too small to provide any significant difference. The last major change of 

taxation happened in the 1927, with the major tax reform. Despite the size of this reform, 

its effects cannot be estimated due to its coincidence with the trade war with ČKD.  

The further research could focus on the later periods of times. It could also form 

a complex dataset of the entire company to examine it econometrically.  
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