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Geopolitics versus brands: The fate of Czech and Slovakian brands before, during, and after Communism
Hubert Bonin, professor of modern economic history at the Institut d’études politiques de Bordeaux and at umr Gretha-Bordeaux Montesquieu University)[www.hubertbonin.com]

Economic history has to adapt itself to political revolutions and to take into account the sudden definition of new rules of property and trade, whatever the ideological trend chosen by the regimes, because they impulse changes in the course of “spontaneous” growth within a market economy. Business history of Central and Eastern Europe endures some blank pages about the notion of “enterprise” through the 1950s-1980s because of Communist nationalisations at the end of the 1940s, when the countries joined the state-owned/led type of economy and the structured exchange rules of the Comecon. But the emergence of capitalist layers had spurred the growth in this area from the Austria-Hungary era to the shattered building of independant states in the Balkans at the turn of the 20th century and in the Danubian area in the interwar period; a few entrepreneurs had already set up middle-sized and even somewhere big firms; they had registered the rights of using brands; and they had little by little drawn some kind of a brand image on local markets and sometimes on a European level through exports. 
Our attention was attracted by the fate of these brands by legal arguments which developed in the 1990s-2000s about their ownership because such an immaterial capital of firms was at stake between competitors, one from the ex-West, another from the ex-East, both pretending the other one to have short-circuited the old registration of the brand when the economic unity had broken into capitalist and communist areas. Well-recognised brands all over western countries (including America) were all at sudden challenged by competitors from central Europe which asserted their historical roots and anteriority, claiming they were part of the business heritage of the interwar, that Communism had only put brackets on their influence outside the Comecon, and that they should recover their rights, their commercial position, their unicity and legitimacy all over the world and even in the Usa. 

Such a controversy can be used as a leverage to re-think the fate of countries which chose sometimes to close themselves against the market economy and competition, to reinforce their national ownership of companies and brands through nationalising firms. Such issues were debated by G. Tortella’s economic history of Spain about the Franquist period when foreign investors had to sell their interests to local investors or to State holdings; and legal arguments about Cuban trade-marks have surged in the 2000s about rum brands... How did the management of brands react in front of nationalistic trends whereas the very logics of firms is to promote brands abroad? And in our precise case study, how did this contradiction has been solved during the evolution of Central European economies from the 1990s? Our development will consider a few case studies from Ceschoslovakia, through three chronological sections.
1. The emergence of Czech and Slovakian brands before the Communist era
Poles of industrial and services companies took shape in every country of Central Europe, because of the upsurge of capitalism mind, of capital resources and of entrepreneurship, and because of the inflow of foreign capital; initiatives tended to take profit of local resources (for instance: leather, hop, metal mining, etc.) and growing outlets – as the standard of life grew imperceptibly, especially because of urbanisation and networks of transport –, and family business became there also a leverage to the assertion of national firms and brands. The enrichment of standard skills and the transfer of technology led to the development of innovation and to the use of modern industrial technology, especially in mechanics and engineering. As commonplace knowledge
, the Czech area
 became one key basis of such poles of industrialisation as the boosting part of the Austria-Hungary empire then of Czechoslovakia, thus explaining the concentration of local brands in this area – all the more because “nostrification” policies favoured through the 1920s the transferal of branches depending from foreign groups to become affiliates registered in the country. 

A. The building of the Skoda brand

A two-pronged type of development gathered momentum, mixing local companies and foreign direct investments. As for our case studies, the key industrial group Skoda (in Pilsen-Plzen), which had been the arsenal of the Austro-Hungarian Monarchy, faced harsh difficulties to finance its modernisation, the reshaping of its outlets, and its diversification from armaments to metalworking, mechanical engineering, automobile, airplanes, plant engineering, electrical engineering
, etc. This led to the call to foreign capital and technology, through the French Schneider group
, which became in 1919 a leading shareholder (with 50,3 per cent, then 43 per cent in the 1930s) and the strategic investor of the firm. Schneider ran the Skoda group throughout the interwar period, even if it benefitted from a loan from the Czech state in 1931 to resist financial tensions. In fact, the historians of Schneider related the injection of technology into Skoda for the sectors developed altogether in France and Pilsen (electrical engineering)
 but also the use of Skoda as some kind of “delocalised” unit because Schneider supported Skoda’s bids to get orders for its sugar plants, which this enlarged the range of equipment offered by the Schneider group. But the main point for our case study lays with the Skoda cars, as the Czech firm kept its originality within the Schneider group and joined decisevely the car history. 
The Skoda brand
 had been originated by Baron Karel Skoda who in 1899 had taken control of the company (itself founded in 1869); but cars were introduced by Skoda when it absorbed in 1925 the medium-sized company Laurin & Klement, which had built cycles since 1894 in Mlada Boleslav, 40 km from Prague, and started producing cars in 1905. Within the Skoda group, the Skoda brand prospered; it adopted a characterised symbol, an Indian headgear, because Emil Skoda had travelled several times in the Usa; and it reached the competence to reshape the Laurin & Klement range and to conceive models opened to modernity in design and mechanics (with original and robust engines), first the 4R in 1928 and the 6R. They encountered success because of their quality and of their diversity: popular types (the 420 in 1933, the Popular and the Rapid in 1934) were followed by a middle-range type, well adapted to the enlargement of middle classes in the country, the Favorit model; but the firm also delivered luxury models, in particular the Superb 640, starting in 1934. Skoda models seduced customers all over Central Europa and the brand was therefore, with another Czech carmaker, Tatra, the single Central European one which could resist the western brands available from German plants, like Opel or Ford
: it had become some kind of an international brand, and one Popular even won the Monte-Carlo Rallye in 1936. 
In fact, the Tatra company was far smaller: it had been founded in 1850 as a waggon and carriage manufacturer and designed the first motor car in Central Europe in 1897; in the 1920s, Tatra developed a chassis concept that was to last: a rigid backbone tube with swinging semi-axles, first appearing in 1923 on the Tatra 11; in the 1930s, under Austrian engineer Hans Ledwinka and his son Erich, Tatra started building advanced, streamlined cars starting with the large Tatra T77 in 1934, the world's first production aerodynamic car; its drag coefficient of 0.212 was rarely bettered even by the sleekest modern cars; it featured, as did almost all subsequent big Tatras, a rear-mounted, air-cooled V8 engine, very technically sophisticated for the time. The very strategy dedicating this brand to luxury cars prevented it from being an actual challenger to Skoda.
B. The building of the Bata brand

Valuing local cattle resources, the Bata (Bat’a) company had been founded by Tomas Bata in 1894 (in Zlin)  adn the family kept control on it, even after the transformation into a joint-stock company in 1930. It became rapidly the leading specialist in shoe-making in Central Europe: mass production, taylorian processes, and industrial investments were complemented by the building of a genuine national then international brand, Bata. The trade name reigned on more and more shop signs from 1930-1932 because affiliates were opened in Central Europe (Poland, Rumania, Austria, Germania, and United Kingdom, where Tomas Bata junior became the manager in 1935), before expanding in western Europe (France, Switzerland, the Netherlands, Sweden) as a way to short-circuit trade barriers. The reputation of the brand converged with the lower costs of its products, which helped it overcoming the economic depression. And the institutional image of the company was drawn along some kind of a “philosophy” of welfare through mass production
 – which transformed Zlin into a pole of technical and social “progress” and of welfare capitalism, like a little “Ford Detroit”. This “model” was often exported as was the case in France: far from any town, a plant was built in the Lorraine region (Hellocourt) in October 1931, joined by a condominion of workers houses, rapidly known as “Bataville”: about 2,500 workers were “spirited” by a paternalist scheme which contributed anyway to the reputation of the firm and the brand.
An actual multinational was set up when, in 1931, a financial holding was created in St. Moritz (Switzerland) to control the international affiliates
: Tomas Bata senior, then the boss of the firm, could not have guessed the future geopolitical events; but his move revealed relevant for the future of the company… After he died in an air crash in 1932, the relay of his entrepreneurship was taken by his brother, Juan Anton Bata
, who became the second hero of the dynasty; in fact he overpassed the depression through a strong commitment to internationalisation. Bata reinforced its west-European presence, then it established footholds abroad in the imperial territories (with plants in Egypt, Dutch East Indies, Malaya, Palestine, British India) and even in the Usa. Among its 65,000 employees in the second half of the 1930s, one third were active outside Czekoslovakia for this shoe empire in 30 countries.
	Table 1. Bata employment growth from 1931 to 1942

	 
	In May 1931
	in June 1942

	Bata in future Czech Republic and  Slovakia

	Bohemia-Moravia
	15,770
	38,000

	Slovakia
	250
	12,340

	 Total 
	16,020
	50,340

	Bata elsewhere in Europe

	Belgium
	8
	1,960

	Bulgaria
	0
	190

	Denmark
	0
	2

	France
	8
	6,860

	Great Britain
	22
	3,330

	Germany
	54
	2,400

	Holland
	54
	2,830

	Hungary
	0
	1,800

	Italy
	10
	1,020

	Luxemburg
	3
	12

	Norway
	0
	4

	Poland
	20
	2,850

	Rumania
	40
	367

	Sweden
	0
	2

	Switzerland
	12
	620

	Yugoslavia
	120
	8,680

	 
	351
	32,927

	Bata in the Americas and Caribbean

	Argentina
	0
	30

	Bolivia
	0
	210

	Brazil
	0
	1,280

	Canada
	0
	830

	Chile
	0
	350

	Guatemala
	0
	190

	Haiti
	0
	150

	Peru
	0
	340

	USA
	17
	1,460

	 Total 
	17
	4,840

	Bata in other parts of the world

	Algiers
	4
	170

	Belgian Congo
	9
	240

	China
	5
	330

	Dakar
	0
	100

	East Africa
	7
	380

	Egypt
	24
	600

	India
	70
	11,830

	Indochina
	8
	160

	Iraq
	8
	40

	Java
	7
	1,100

	Malays
	5
	620

	Marocco
	10
	260

	Palestine
	8
	30

	South Africa
	0
	460

	Syria
	4
	180

	Tunis
	3
	150

	 
	172
	16,650


In 1932, the Bata organization employed 16,560 people, maintained 1,645 shops and 25 enterprises; but, despite the first moves of internationalisation, most of what Tomas had built was centralized in Bohemia-Moravia (rich with 15,770 employees, 1,500 shops, 25 enterprises) and Slovakia (2 enterprises, no shops, and 250 employees). J. Bata reinforced the Bohemian and Moravian part of the business, more than doubling its size to 38,000 employees, 2200 shops, and 70 enterprises, whilst in Slovakia he grew the business from 250 employees to 12,340 and 8 enterprises. In the face of the worldwide depression, his vision and skill expanded considerably the organization to more than six times its original size throughout Czechoslovakia and the world: from 1932 to 1942, the Bata organization grew to 105,770 employees, whereas the total international contribution to the Bata organization at the time of Tomas' death consisted of 20 international enterprises, 132 shops, and 790 employees.

C. The building of the Budweiser and Pilsner brand

Because of huge production of hop, of the dissemination of breweries and of deep-rooted habits of drinking beer throughout Central Europa, Czech beers also competed with Austrian and German ones. Bohemia city of Ceske Budejovice housed a brewery since 1265 which was known in the 19th century under the name of Budweiser Budvar, because of the germanisation of the name of the city into “Budweis” from the 14th century and even because the brewery delivered beer to the Emperor of the Holy Roman Empire… And the beer of Budweis had become a recognised type of regional beer, well identified to its production area, with a whole Budweiser range (regular, strong, etc.), in competition with another Czech type, that of Pilsner
 because of its production in the Plzen city or “Pilsen” in German. The Budweiser beer was produced and distributed mainly in the Bohemian part of the Austrian-Hungarian empire, then in Czechoslovakia – when the name of the city became Ceske Budejovice – even if Budweis was kept in foreign travel guides. But only in 1895 did a producer from this city adopt genuine company statutes (Czech Share Brewery) and thought of registering its trade mark – whilst the Burgess’ Brewery in Pilsen had registered its Pilsner Beer brand as soon as 1859. 
The brewery has undergone permanent modernisation; in 1922 the first artesian well was bored and after some further time an additional two artesian wells were also bored; the brewery achieved the source of high quality water which helps create the excellent flavour properties of the original Budweiser lager. In the competition with German Mššťanský brewery and two Schwarzenberg breweries in Třeboň and Protivín, the Czech Share Brewery always won due to its high quality and the excellent flavour of its beer as first awarded in 1896 in the Industrial Exhibition in Prague. In the beginning of the 20th century, lager from the Czech Share Brewery was also very well known abroad; and since the 1920s the brewery have won market share in every continent, hence the brewery registered trademarks Český budějovický granát (Czech Budějovice Garnet), Budweiser Bier, Budbräu and others. In 1930 the trademark Budvar was registered which became in a short time the synonym for high quality, and, in accordance with this registered trademark, the company changed its name in 1936 to Budvar [Český akciový pivovar České Budějovice]
. It had to face competition from the Pilsen breweries, which also exported all over Europe and got force because they merged into a single company between 1925 and 1933, equipped with two breweries.
D. The building of the Slovakian Matador band
Far from the fame of the previous brands, Matador has been quite forgotten today; but the Matador trademark can be traced back to 1905 when a company (till 1911 known as the "Matador-Gummi und Balata Werke") was founded to produce rubber products (rubber hoses and belts) in Slovakia and then since 1925 manufactured tyres in its factory in Petrźalka, near Bratislava; for the six coming years the company remained the only producer of tyres in Czechoslovakia. The development of car industry paved the way to a stable growth from the 1910s to the 1930s, and the Matador (or Semperit-Matador) tyres conquered market shares all over Central Europe even if competitors were strong. Its tyres were mounted to all famous Czechoslovak automobiles of the 1930s, thus contributing in co-operation with the brands Skoda, Tatra, Aero and others to the development of automotive industry in Central Europe ; and a joint stock firm was born in 1932 after a merger with rubber factory in Vysocany, near Prague. 

We can conclude therefore this first section by assuming that actual European and ev even sometimes multinational brands had asserted themselves in Central Europe from the interwar period, either because they were sold all over Central Europe itself, as specific genuine regional brands, or because they had been transformed into European-sized references through networks of distribution and even affiliates in several countries. Before tragic geopolitical events occurred – with the German-Nazi power on the area in 1936-1940, then with the Communist seizure of power in 1945-1949 – Central Europe had proven that its firms were well able to brand-building and to commercial skills to promote them. Our four case studies converge to confirm that, during the first stage of the second industrial revolution (from the 1890s to the 1930s), Czechoslovakian economy had matured sufficiently to generate autonomous commercial strategies based on a capital of technology and on quality products, either for middle and upper classes (cars, tyres), for middle and lower classes (Bata shoes), or for the whole social spectrum (beer).

2. The fate of Czech and Slovakian brands during the totalitarian era

The market economy which had allowed Czech firms to reach competitiveness and inventivity was crushed by geopolitics, which centralised economy to power.

A. The fate of Czech brands under the Nazi era

A first shock had been endured when German-Nazis progressed in Central Europe, with the Munich and Sudeten crisis, then with the conquest of the whole Czekoslovakia, last with the war itself and the New Order to produce armaments
. Schneider had anticipated on the move and sold its Skoda shares to the Czech state in December 1938, before the Göring Konzern overtook control between March 1939 and August 1940. Elsewere Nazis expelled foreign interests in order to take controls of the arms of production, then completed such a move by eliminating  enemies’ interests in Central Europe. Even without such shocks, local firms simply became part of the New Order of Nazi Europe.
Jan Antonin Bata was cautious enough as he transferred part of the family’s ownership of the Czech firm in Switzerland just after the Munich conference at the end of 1938 – which was obviously not deprived of some conscience of the future geopolitical evolution… – with the very assistance of the Czech National Bank
. But, for the Czech assets themselves, an informal agreement was reached between Bata and Göring: the Czech plants remained family-owned, went on delivering goods and were inserted within German-Nazi Europe. Meanwhile anyway J.A. Bata emigrated in 1939 to the Usa to oversee his foreign business empire from abroad, before being obliged in 1941 to join Brazil because the US authorities could not bear the pursuit of Bata’s European activities under Nazi control. In parallel his nephew Tomas junior had emigrated to Canada in 1939 along with 180 Czechoslovakians where he rapidly established his own shoe business, quite separated from the European assets: after being granted permission from the Canadian government, he started up operations in Frankford, Ontario, taking over a former Canadian Paper Company mill while a new factory was built; to aid in the Allied war effort, the company focused its personnel and equipment on the production of anti-aircraft equipment and machines used to inspect ammunition
.
As soon as 1939, Skoda was converted into a military concern, and produced either robust military trucks or big caliber cannons, which were used during the Russia campaign in 1941-1943. Conversely Tatra cars did not respect such quality standards: many German officers met their deaths when pushing heavy, rear-engined Tatras faster around corners than they could handle; the Tatras became known as the “Czech Secret Weapon” for the scores of officers who died behind the wheel; at one point, it seems, official orders had to be issued forbidding German officers from driving Tatras. But the main point was that Tatra’s technology was rampaged by German engineers: It appears that Ferdinand Porsche used many Tatra design features in the 1938 Kdf-Wagen, later known as the VW Beetle; this was particularly evident when compared with the smaller T97 model which had a rear-mounted, air-cooled, flat-4 engine and rounded body styling; Tatra immediately started legal action, but the matter was not solved until 1961 when Volkswagen was ordered to pay dm 3,000,000 in damages…
B. The fate of Czech and Slovakian brands under the Communist era

The extraordinary geopolitical environment left room to a permanent condition of State-owned and controlled economy; what had been seen as a perennial state of economy crumbled at the turn of the 1990s; but it had time enough for quite half a century to structure a type of centralised economy where the role of brands and commercial policies might appear as useless. Nationalisation prevailed in Czechoslovakia as elsewhere in Eastern Europe: Skoda, Matador, Bata, Budwar and Pilsen breweries were nationalised. The fate of Bata was rapidly dire: after its nationalisation, even Zlin's name was changed, becoming known as Gottwaldov, a tribute to the country's first communist president. But the worst events occurred when Czech Bata was further stripped of assets within Communist Europe itself because other countries, including East Germany, Poland, and Yugoslavia, also nationalized their shoe industries, thus dismantling the Bata multinationalised organisation in Eastern Europe. Moreover, the economic policy exerted negative effects on the growth of our panel of companies; the results of the militarization programme were disastrous as it absorbed half of the total industrial investment; the output of agricultural machinery had declined to 69 percent of the 1949 level, tractors to 28 percent, passenger cars to 46 percent and truck to 87 percent; traditional consumer industries were undermined; living standard declined sharply
.
Despite this shock, it is however astonishing to consider that such branding and commercial processes were still maintained during the “grey” Communist years
. Sure the fact that Czechoslovakia was already rich with several industrialised poles contributed to enhance its economic functions within the Comecon.; then, conversely with Germany, a huge majority of engineers and technicians stayed in the country and the level of training in universities was preserved. In fact, from the mid-1950s, strategies for industry and consumption were partly defined in several countries of Communist Central Europe in order to avoid giving mere priority to equipment (and military) goods as in the Ussr, or like during the Stalinian era; and sectors of relative mass consumption were sustained because large middle classes and well-off popular classes still constitued large layers of the population in Czeschoslovakia (and in several parts of the Ddr), somewhat in advance against its partners within the Comecon. Schemes were thus drawn to restart manufacturing “popular” cars at Skoda: first, the Popular was produced with only a few changes and under the name 1101 (because of its 1,089 cm3 engine) which was then the single car manufactured by the firm and was produced till 1954. The basis of pre-war cars were globally re-used to conceive the Octavia 1200 in 1952 (which succeeded to the Favorit with a 1,221 cm3 engine) – indeed just after the inflexion toward hard communism in 1951, with the trials against “independant-minded” (and often Jewish) Communist leaders… as if “goulash communism” intended to convert people to the new state of order thanks to consuming goods… 
New steps occurred afterwards, when the 1101 was replaced in 1954 by the 440 model – with a new bodywork but the same engine – before leaving place in 1958 to the Octavia (supplemented by a Felicia coupé in 1958). Did people use these cars to travel through the countryside and mountains or even to join the Black See resorts in Bulgaria and Rumania? The reputation of Skoda grew one step further when, like the WV Beetle, the Simca 1000 or the Renault 4cv, Dauphine and R8, it offered to clients a rear-engine car in 1964, the 1000MB
, which benefitted with a technical partnership with French company Renault to develop the engine. This constituted some kind of an evolution in design and engine, but the ancient models were kept on the line. The growth and “prosperity” of Skoda were stable, and it manufactured its first one millionth car in 1973, in the same plant of Mlada Boleslav, and just before the fall of the Berlin wall, it conceived a new Favorit type in 1989. Skoda had earned a reputation of robust and cheap cars in western Europe especially in France, where the successors to the 1000MB, the 105 and 120, were presented to the Paris Salon de l’Auto, and franchises were opened in popular “red” suburbs which sold Skodas to communist electors…  Even of Skoda standards did not perhaps meet western ones, Czech engineers and managers had struggled throughout the 1950s-1980s to entertain the portfolio of skills of the company, even designing race cars adapted to local competition: the immaterial capital of the brand was thus maintained in Eastern Europa thanks to this “nationalistic” technicity, and such a path was followed by some other state concerns here and there (Ursus tractors in Poland, Trabant car in the Ddr, etc.), whilst mechanics engineering remained the core of the inventiveness in Communist central Europe (for instance machine tools in Bulgaria).

In the meanwhile, the small Tatra firm, which had delivered a new Tatra T600 car in 1947, had to leave cars in 1951 to focus on trucks; but it rejoined car manufacturing as soon as 1954, only to elaborate a luxury car dedicated to the Nomenklatura of the regime: the Tatra T603 was a prestigious V8 vehicle, thoroughly out of market economy as it depended only on orders from the state and state concerns; even Fidel Castro used a white T603, custom-fitted with air conditioning. T603s were built until 1975, a twenty-year reign as Communism's finest car; numerous improvements were made over this time, but not all the new cars built in this period were actually new, because, when a new Tatra replaced an old, this latter was returned to the factory, where, almost hand-made, it was upgraded to modern condition, refinished, dubbed new and sent out again as a putatively new vehicle to replace another older Tatra…
A very few elements are available about the evolution of Bata in the Communist part: it seems that the plants and retail networks kept on living along with the type of grey design and fashion which prevailed in these decades. But surely a study is missing about them
, and the same about the Budweiser and Pilsen breweries. Anyway even beer started to gain on commercial policies when, in 1967, the concern built up to supervise breweries under the name South Bohemian Brewery was split, leaving room to Budweiser Budwar; sure, it remained a state company, but it managed an independant policy for production and brand-making, and ot oriented its activity mainly to export based on tradition, valuable registred trademarks and quality of beer. The same path was followed by the Pilsner brewery; as soon as 1964, its administrative way of management was transformed into a firm-like one: the Plzensky Prazdroj company strove to promote its brands and its range of beers of quality, and to develop its trademarks and exports.
The same autonomous policy prevailed at Matador, established as a "national enterprise” for tyre production in 1946; the managers in Bratislava decided in 1947 to create a greenhill factory in Púchov and to reach “fordian” standards; but the break with the West (and the rejection of the Marshall Plan in 1948) prevented it from receiving more than one third of the scheduled American equipment because of the embargo, and modernised lines of production could not start there before May 1950 until local machines had been manufactured
. To mutualise the allocation of resources, a new firm (Gumárne 1. Mája Púchov or Rubber Plant of the 1st of May) was constituted which gathered Matador, some parts of Bata and Rubena, and which sold its products under the trademark Barum, and the management was transferred on the Púchov site – even for a while it had to merge into a large rubber concern between 1965 and 1968, when it regained its autonomy under the name of Slovchémia. Gradually it expanded its production and became the monopoly producer of air inner tubes (since 1962) and the main producer of rubber conveyer belts (since 1955) in Czechoslovakia. It also started to produce various truck radial tyres in the 1970s. The company has founded its own R&D center in 1987 and provided technical assistance for the construction of rubber works in India, Indonesia, Ethiopia, Cambodia, Burma, Syria, Turkey, Iran and Yugoslavia, that is generally countries which benefitted with technology contracts from the Comecon institutions. Such a success was confirmed by the evolution of employment as the number of employees reached 4,600 in 1980.

This section proved that, even along Communist state-centralised patterns and frequent bureaucratic interfering into management, a few Czech state firms succeeded in preserving some margin of manoeuver and a commercial and technical autonomy. The concepts of “quality”, of “technical progress”, and even of “branding” were not forgotten, and “red” managers kept contact with “managerial evolution”, despite the wall of knowledge isolating them from the “American way of management” which was taking shape in the 1950s-1970s and from business schools’ teaching and handbooks… The very difficulty lies with the measurement of the competitiveness of such products and brands; sure, they conquered market shares within the Comecon and even in the Third World (though specific geopolical contracts), which explains for instance that Borum (ex-Matador) tyres and rubber products were exported to 69 countries for half of the total production.

3. The fate of Czech and Slovakian brands after the fall of the Berlin wall
Competitiveness became indeed the key challenge as soon as the Berlin wall was dismantled, because market economy prevailed and, with it, competition about quality, reputation, brand-making and inventiveness, which required new inflows of financial and managerial resources, all the more because some countries chose an accelerated process of privatising state concerns
; and that was precisely the case for the Czech Republic, where the transfer of ownership was almost completed as soon as 1996.
A. Brands submitted to Western firms

Despite discontent from circles prone to “economic patriotism”, the opening of Central-European economies gave leeway to an irresistible wave of foreign direct investments; numerous ex-combines were purchased by West-European companies, because of lack of skills and capital to build national competitive firms. That was the case for Skoda, which was sold by the Czech state to Volkswagen as soon as 1991 – whereas the metal concern Skoda Plsen (machine tools and turbines) was bought by a local industrial investor, an ex-“red manager” of the Soviet times. But the German firm did not merely absorb Skoda, and conversely integrated it within its newly shaped “federal” group, among which each brand was to get its own design and “car-concepts”. In parallel with high-range Audi, sport-styled Seat and basic VW range for eased middle-classes, Skoda was positioned to lure emerging middle classes in Central Europe thanks to a mix of quality and lower prices than VW. 
As it is well known from the 1990s, globalised management determines the mutualisation of car basis (chassis, automotive equipment, etc.) but leaves room to design and brand-image specificities, and Skoda benefitted from such a strategy. Its engineers could conceive original Skoda cars based on common equipment with VW and Seat ones: if the Felicia was in 1994 only a restyling of the Favorit, thorough new models were conceived in 1996, the Octavia, based on the plat-form and the engine of the VW Golf and the Audi A3, and in 1999, the Fabia, based on the VW Polo platform. This policy of repositioning Skoda from a low-grade and popular cars for lower bourgeoisies to middle-range and quality cars was crowned in when a new type of Superb was delivered in 2002: it reminded Central European with the legend of the interwar high-range Skoda cars and expressed somewhat the recognition that the market economy had allowed some layers of people to become rich enough to buy such a car… 

The purchase by VW proved to be a chance to the Czech manufacturer first because it could have disappeared all at sudden like its Trabant or Tatra (in 1996) fellow carmakers; second because its plants were not simply manufacturing models included into the range of a global brand, like the plants established in Slovakia by Psa, Kia and Volkswagen (with 295,000 cars in 2006), and the Czech Republic by Hyundai and Psa-Toyota (foreigners and Skoda reaching 850,000 cars in 2006)
. It kept its “national” specificity, anchored in an industrial tradition dating from the 19th century, as a symbol of “heritage” of Czech skills in mechanics. Skoda could thus convey some degree of “economic patriotism”, despite its belonging to the VW Group.
A similar path was followed about one brewery of our panel of case-studies, because the trend was in favour of integration into western groups: for example, British Bass purchased the Czech Staropramen breweries. In Plsen, the joint stock company set up during the privatisation process, Plzenske Pivovary in 1992, which became Plzensky Prazdroj (meaning Pilsner Urquell in German or “old source”) in 1994, which merged with two other ones in 1999-2002. But the company joined the move towards integration and rationalisation within the worldwide beer industry, where a few oligopoles have emerged, from European, American or South-African origins. The Plsen company was purchased by South African Breweries
 in 1999, which itself amalgamated with American Miller Brewing Company into Sab Miller in 2002, being floated on the London Stock Exchange after Sab had been quoted since 1999. The Plsen brewery became thus part of a beer empire rich with 81 breweries in 2002 (instead of 39 in 1999) among which 18 were located in Europe (with 10,000 employees)
. But this integration was some kind of an opportunity because the commercial strategy of the group is to enhance its upper-range and premium lager brands in order to resist the trivialization of mass beer-drinking and distributors’ sub-brands through value-adding products and brands (especially: Castle Lager, Miller Genuine Draft, Pislner Urquell, Nostro Azzuro – since the purchase of Italian Peroni in 2003), which is paving the way to a large diffusion of Czech beers all over Europe, even if the leading Central-European beer by volume sold in the whole Europe by the group was in 2002 the Polish Tyskie.

B. Towards national brands

A similar path could have been followed by the Matador tyres manufacturer, as German fellow manufacturer Continental won the privatisation bid for the Borum brand in 1993 (and a Borum tyre plant in the Czech Republic). But the  Gumárne 1. Mája concern in Púchov kept its independance indeed; it was transformed into a new incorporated company as soon as 1990 and into a joint stock company with local investors in 1994. Then, a thorough reorganisation and restuctruring of the production and technological processes were accompanied by the introduction of new forms of quality control and business control; an actual firm was thus re-built along with “Western” standards of management and customer-oriented practices. But it kept its roots into the Slovakian heritage
: the Borum trade-mark was replaced by the Matador brand, much more expressive, and the history of the company was used as a leverage of its promotion in Central Europe. 
The Matador tyres were reintroduced on the international market. The company structured a strategy first dedicated to Central-European markets – with sales for example to plants of Korean carmakers located in the area; second, opening paths further: it settled in Russia through a partnership in 1995 (passenger vehicle tyres and light truck tyres in the Omsk plant) and in Ethiopia (reminding old links within the Comecon and socialist Ethiopia); third, it started exporting to western Europe thanks to markets with distributors to sell quality tyres but alongside low-cost unknown trade-marks (Variant, Steel, Titan, etc.); fourth, it developed its own historical specialties (machinery and equipment for rubber industry, conveyor belts), whilst reinforcing its own R&D center. But it could not avoid cooperation with “ex-western” countries, especially with Continental: both firms opened for instance a common plant in Slovakia for truck tyres in 1998. Anyway “Matador’s aim is to join the international division of labour in the third millenium as a successful and independant company”
.
	Table 2. Matador sales in 1999

	Slovakia
	33,8%

	Czech Republik
	13,8

	European Union 
	22,8

	Other countries in Eastern Europe
	11,3

	Russia and countries members of the Cis
	6,8


C. Bata brand without Czech roots
Such pacific courses were contradicted by a few harsh legal controversies which aroused about two other brands of our panel… One one hand, at Bata, geopolitics wrote the history; on the other hand, for the Budvar brewery, the divide is both business and geopolitics.

After both Bata managers had emigrated to North America, their history followed adverse paths; Juan Antonin, the key manager in Central Europe, lost the control of the family firm in communist Cechoslovakia; he tried to recover the control of the other part of the empire; but he could not succeed to overcome legal rejections of his point, despite years of court battles, and he swallowed huge amounts of his personal fortune into agricultural and forest developments in Brazil where he failed to establish a solid agro-business. 
Conversely, his nephew asserted himself as the rescuer of the Bata name and business: Tomas junior restarted growth from his Canadian basis, where the headquarters and legal location were now rooted: he simply duplicated the business model set up by his father (at the turn of the 1930s) and above all his uncle (between 1932 and 1940), that is a mix of taylorian industrial production, mass retail shops, and a balance between designing inventivity and somewhat low cost ranges of shoes. The reborn Bata firm could therefore become a key part of the re-development of affluent society and of the boom of consuming goods, either in North America, or in western Europe. For instance, in France, the business model was efficient with the large plant in Lorraine, refurbished and culminating in the 1970s, and the Bata retail network, sustained by large ad campaigns in newspaper and posters. Of course, Bata was no more active in Central and Eastern Europe, but it had made up for the loss of the Eastern empire thanks to its growth elsewhere.
At the end of the 20th century, Bata Ltd. was a privately owned global shoe manufacturer and retailer headquartered in Ontario, Canada. With operations in 68 countries, it was organized into four business units: Bata Canada, based in Toronto, served the Canadian market with 250 stores; based in Paris, Bata Europe served the European market with 500 stores; with supervision located in Singapore, Bata International boasted 3,000 stores to serve markets in Africa, the Pacific, and Asia; finally, Bata Latin America, operating out of Mexico City, sold footwear throughout Latin America. All told, Bata owned then more than 4,700 retail stores and 46 production facilities, and its total employment exceeded 50,000. 

Thomas Bata II, at the age of 80, retired in 1994; his son, Thomas Bata III, had been serving as president since 1985, and he became chairman, but he faced two obstacles: first, his father, with a reputation as an autocrat, was not confined to “honorary chairman”, as he continued to be involved in the company's operations on a day-to-day basis and was not reticent about letting management know his opinions. Second, he took over at a time when the international shoe maker was experiencing heightened competition from strong global marketers; Bata’s business model was at stake: low cost manufacturers from emerging countries tookprofit of free trade and challenged its leadership; low cost mass distributors devoured the market shares of the classical retail shoe boutiques, which had to be closed more and more – except for the brands climbing to upper ranges and luxury. Third, the impulse to change within the company met harsh resistance from managers’ inertia as they clung to the historical business model
. Tomas III retired from his chairmanship to live in Switzerland, while several bosses succeeded one another in the 1990s. Then, in late 2001, Thomas Bata III returned, gained control of the business, and was named chairman and ceo, thus expressing the power of the third generation over the company… He began to reorganize the company, essentially running the business out of Switzerland; but it remains to be seen if he would be able to succeed where outsiders had failed in the effort to transform Bata from a federation of stand-alone local subsidiaries into a truly international company. The struggle for competitiveness has become the challenge of the turn of the 21th century: plants had to be closed (in France
 in 2001)

D. Brand versus brand: the war of breweries

The cause of controversy between beer brands is that one still untold part of our history had been a parallel story of Budweiser beer, far from its Czech roots, in fact in the Usa… The emigration of Central European had been accompanied by the transfer of their consuming habits and way of life, and of beer drinking indeed!
Although Budějovický Budvar was founded in the 13th century, it forgot to have its brand  registered until 1895, as we already told; in the meanwhile an American brewery, Anheuser-Busch, had been created by German immigrants and Adolphus Busch (a German-born American beer brewer) adopted the name Budweiser in 1876; he is said to had thought it was a great idea to give the beer distinct and evocative name, Budweiser, that reminded him of his old country which already was well-known for its high quality beer products, and was also to be brewed in the same style the Czech/German lager-style beers. Anyway this Budweiser was obviously but perhaps unconsciously a counterfeit
 of the genuine Budweiser; but the American brewers were cautious to cement the protection of their label through legal registration, rushing into the void resulting from the neglect of the Czech brewery… The affair did not become controversial at all for long, because worldwide expansion of markets for beer were still not at stake: protectionnism reigned (especially in the Usa), Anheuser-Busch and the Budvar brewery were preoccupied only by their “continental” or “regional” markets; then the Communist wall cornered the Czech beer to its Central European outlets.
But, from the 1990s, the globalisation move revealed all at the sudden the legal gap which had matured for a century: Anheuser-Busch claimed that the Czech brewer has been distributing Budweiser as a commercial brand only since 1895, that is nineteen years after the Budweiser brand was first brewed by Anheuser-Busch. As a response, the Czech company contended that its history, and thus its claim to the Budweiser name, went back even further because king Otakar II of Bohemia had granted independent brewers in the city of Budweis the right to produce beer as early as 1265, and that they did so in a style that became known as “Budweiser”, much as beers brewed in the fashion of another Czech city, Plzeň (German: Pilsen) were referred to as “Pilsner”. Since both Budějovický Budvar and Anheuser-Busch have trademarks for the name Budweiser, they have been party to many lawsuits in a number of countries
 because Budweiser Budvar had to defend its historical rights to the registered trademarks against legal attacks from the Anheuser-Burch company in more than fourty legal disputes and a further more than seventy administrative proceedings currently before patent offices throughout the world. The majority of legal decisions confirmed the rights of Budweiser Budvar to its registered trademarks; and, recently, it achieved important victories in the legal trademark disputes, for example, in Great Britain, Australia, Japan, South Korea, Greece, Portugal, Denmark, Sweden, Finland and New Zealand.
Ever since 1989, Anheuser Busch has also been trying to buy out some of the stock shares of the Budvar breweries, but the Czech Government decided to get involved in the industry privatization process and blocked such move. Later, Anheuser-Busch had proposed to purchase the Bud trademark – which had been used by both brewers as an alternative in the other countries to get around the issue of trademark ownership – from Budvar, but the Czech Ministry ceased negotiations on charges of Anheuser-Busch's bullying marketing tactics in the Usa. Due to the refusal of the Czech Ministry to go through with the Bud deal, Anheuser-Busch slowly halted its hops purchases (from the Czechs), and beer analysts said that was a hardball tactic to make the Czechs give in, because Anheuser-Busch offered to buy more hops in exchange for the Bud trademark… 

At the turn of the 21th century, legal arguments led to a world-wide division of the ownership of the Budweiser brand: in many countries, the beer produced by Budějovický Budvar is the only beer that may be sold as Budweiser and, in those countries, the American Budweiser is usually marketed as Bud; conversely, in the countries where Anheuser-Busch won the case, the Czech beer is marketed with the names Budvar and Budweiser Budvar; and Budějovický Budvar recently started having limited distribution in the Usa and Canada under the name Czechvar. According to the Accession Agreement between the Czech Republic and the Europena Union, the indications Budweiser Beer and České Budějovice Beer are officially protected in the territory of the Europan Union through the “Protected geographical indication” Institute. Budweiser Beer also has a registered geographical indication or indication of origin for the terms, Budweiser Beer, České Budějovice Beer, Bud and others in more than fourty countries thoroughout the world that have instroduced registration principles for these indications, e.g. on the basis of the multi-lateral Lisboa Agreement, there are bilateral agreements which protect these indications through national legal regulations. Today, the Budějovice Budvar brewery owns a large amount of intellectutal property in the form of registered trademarks, protected indications of origin, geographical indications and business names. The most well-known are Budweiser Budvar, Budweiser, Budvar, Bud and Budějovický Budvar, and the brewery has atotal of 380 registered trademarks in more than hundred countries throughout the world. 

Since the reestablishment of market economy in Central Europe, Budweiser Budvar has achieved the position of a key player on the market of beer not just in the Czech Republic but also thanks to gradual and target-oriented expansion into foreign markets. The volume of exported sales ranks the premium original lager Budweiser Budvar among one of the most exported brands of beer from the Czech Republic. Over the last fifteen years Budweiser Budvar has managed to increase production of beer almost triple, i.e. to the current 1.1 million hectolitres of beer. Revenues from sales in the whole world reached almost czk 2.4 billion in 2004, with a gross profit (before taxation) of czk 309 million. Budweiser Budvar managed to increase the value of its equity from 1993 to 2004 by almost five times, from czk 750 million to czk 3.4 billion.
The conclusion of this section will seem commonplace because the fate of immaterial assets like brands have been a challenge after the fall of the Berlin wall throughout Central and Eastern Europe, and only Russia used tricky balance of power to restructure its industry while taking into account altogether its national interests and “economic patriotism”… Otherwhere, the rules of free market, of commercial legality, and of competition have been mostly respected, which explains the various courses followed by Czech and Slovakian companies since 1990: as elsewhere several ones have become parts of western groups; other ones succeeded in preserving their independance – often with the support of the state and of national investors, sometimes issued from the Communist management or freshly emerged from the business community; but in some cases ex-Soviet concerns had to discover that the western markets had already been conquered by companies using portfolio of skills and even brands which had prospered worldwide before the Comecon was established. In the case of Bata, even a worse history occurred because the Bata family had recovered worldwide whereas the Bata system had been dismantled in the Soviet area by national-communism practices.
Conclusion

Our case studies did not intend to revolutionize business history nor economic theories. In fact we were lured by such topics when we pondered about the fate under Soviet state economy of brands which had been well known before the 1940s within a program of research on the history of brand making
, especially in banking and services and also by the Ford Motor Company in Europe. But the small results of our inquiry are probing: to stay as durable assets, brands need altogether roots in some heritage (legacy of family or location name, portfolio of skills to guaranty some quality, what could be gathered under the word “references”) and “space to respire”, that is a space broad enough in order that the heritage be recognized largely, thus avoiding to stay local brands, then condemned to dwindle because their customership is ageing and sticken to old values and consuming habits. Because of the autarchic closure of their economy, Czecholovakian brands lost momentum against their ex-fellow competitors (cars, tyres, beers) or even were deprived of their immaterial (Budweiser trade-mark) or material (Bata) assets. But the perennity of the Soviet system itself led to some change because “red managers” started to assimilate business methods of commerce, in particular brand-making and “differenciation”, which led to a slow creation or re-creation of Skoda, Borum and Budvar brand-image, but generally within the Comecon or in some under-developed countries. The ability of these brands to confront competition on a European or world-wide scope was therefore somewhat weak when both Czek Republic and Slovakia rejoined the market economy, and their capital of brands followed different paths, along with the financial and commercial resources of their owners – but in the meanwhile the Bata business had escaped to the grip of Czech interests, even if descendants of the Czech Bata family are still committed to the renewal and expansion of the firm.
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