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The pwipose o~ this paper is to describe the
nethodolcgical cdifficulties attending auy consistent and
accurate estimate of the convertible currency debt of the
Cormunist countries, so as to illustrate the basis and also
the linjtations of the estimates generally put forward, At
nresent the nost widely used method of calculating the
convertible currency indelLiedness of these countries consists
in identifying the anmounts owed Dy them to Western economic
agents, a different types of credit which have allowed the
Ezest Zuropean debt to become what it is, and the
difficulties to which each one of them gives rise, are
therefore described in tur.

2. The growth in the East European convertible
currency debt burden over the last few years is attributable
nmainly to credits of two types: officially=-backed credits
and bank creditz. To obtain a broader picture of the del*
burden the following more specific foimis of financing must
be talten intn account:

- supnlier credit granted by the exporting firmus
direct and souetines negotiated on the a forfait
mar:et;

- loans by the IIT and the Vorld Bank to Romaniaj;

- the FRG swing credit to the GDR;

- credits e:itended Dy some Arab States,

This documeni includes: 4 Annexes
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1. OFFICIALLY-B/CKED CREDITC

1.1 Conditions

3« The officizl backing given to thesc credits differs
according to the export credit arrangements existing in the
Western countries (1) but its overall effect is to provide
Petter terns and conditicns than those obtaining on the market,
With certain partners, notatly the Soviet Union and Poland,
the conclusion of #financial protocols"™ annexed to the
bilateral trade agreecuents puts this preferential form of
financing on an official basis. These protocols lay down the
enount of credit usable during the pericd covered by the
egreenent, the credit arrangements and the ninimum acount
required for each of the contracts to be financed in this way.
In sonme cases official backing is given on an ad hoc basis
when, for exauple, a Jestern bank opens a line of credit
either to the national exporter Esupplier credit)(#) or the
foreign purchaser (buyer credit)(*) for the scttlement of a
commercial contract.

4, Official backing generally takes the forn of
guarantees by a public bedy (or govermment agency) such as
COF/LCE in France, the ECGD in the United Kingdom, nainly Hermes
in the FRG and II'A in Italy and sonctimes of participation in
The funding of credit by official or semi-official banking
institutions such as the 3FCT in France, the AXA and the KT/
in the FRG and Mediocredito Cerntrale in Italy. This
contribution to funding talkes place through rediscounting or
the payment of interest rate difrferences (Italy and the
United Kingdon). However, in some countries (the United States
and Japan, for instance) official bodies such as the Ixirbank
exist alongside the system just described and cen grant
direct to foreigzn importers loans at attractive rates of
Interest viiich are generally supplemented by bank: loans.,

5. The granting of oificially=-backed credit lines 1is
usually made public so it is possible to ascertain the naxinum
anount of such credit made available to the Commmist countries
(see Arnmex I).

1.2 Hethodological nroblenms

6. To calculate the debt to which these lines of credit
give rise it is, of course, necessary to know the extent to which
the credits ertended have actually been drawn. But the
information on this score is very fragmentary.

2 case ol su er cre 3 e exporter himsell o s
credit to his foreign partner and then obtains credit from his
own banker until the payments from the purchaser fall due;

buyver credit is granted directly by a bank to the foreign
yer to enable him to pay for his procurements in cash (2)
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7. As 2 first step, the commercial contracts signed
and funded under the guaranteed credits extended can be
identified. But this can obviously never be conclusive and
it is, ooreover, only a preliminary operation which reveals
the amcunt of the "firm commitnents® of credit firom which the
vayments nade have to be estimated. It is well=lmowm that,
cspecially in the case of large contracts for the sale of
equipment or turn=key projects, the contract may be performed
long after it was signed or involve deliveries stzggered over
& nunber of rears, But it is precisely the delivery - or
successive deliveries = which constitute a drawing on the
credits extenced and it is the date of delivery which
constitutes the date of payment oi the credit and the
starting point of the repayment schelule,

8. It is also necessary to distinguish between the
value of the commercial ccntract thus financed and the amount
of the guaranteec credit extended, which generally comprises:

- 80 to 82% of the amount of the commercial
transaction (the rest is paid in cash); in
nany cases, too, the cfficial guarantee covers
only a fraction of the credit(¥*);

- 1005 of the interest due on the credit,

9. To be meaningful, therefore, any calculation of
Soviet bior 'ebis financed by officially-backed credits
must compiice several stages:

- identification of the lines of credit extended:

- identification of the commercial contracts signed
and financed in this context;

- an estimate of the payments made in execution
of commercial contracts;

- the determiration of the amount of credit
dravings, taking into account the part of the
contract vhich is crediit-financed - the
cunulative drawings correspond to the outstanding
credits and thus to the gross debt burden.

<7 Under tac rrench system, 10r exemple, the COrAth
guarantee for supplier credit varies from 80 to 85%
for comnercial risks and is 90% for pclitical risks;
in the case of buyer crecdit it is 90% (2)
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10, This complex procedure nakes it very difficult to
estinate accurately the aumount of the debt created by
officially—backed credits,

1.3 Eetinates

N LECTURE PUBLI

11. The estimates used are, however, based on the
Wprinciples described above; there is another type of estimate
Wwhich makes it possible to avoid a number of difficulties but
=it is still incomplete and confidential(*).

12, Estimates by the Chase Manhattan Bank for 1975 and
L1976 (3) take as their sterting point the "firm comnitments?®,
Ni.e. the coniracts signed in connection with o’ricially-backed
<<11nes of credit, The amount of the credits actually drawn 1is
Othen celculated and, for the Communist countries as a whole,
Wit corresponds to the generally accepted assuvmpticn that
drawings amount to_between 40 and 507, of commituexris (zq¢
I and Annex II).

13. There is no doubt that this nethod, whereby the
figure for contracts is zssuned to be the same as the figure
for credits and the drawings are ecstimated, leaves roon for
error, It also has what is surely the serious defect of
disregarding the interest due on the credit, for with nediun-
and long=term credits the interest represents an inportant
fraction of the crodit,
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14, Another series of figures has been produccd by an
Q) OECD (h) Working Group from rauically different preuisass vhich
EscorreSpond more closely to the concept of indebtedness. Tle

> figures given for the debt burden cone from national export
chredit guerantee bodies and therefore coastitute the officially-
=backed credits extended (the outstanding debt) and so in
a:taeo:y include the principal (the fraction of the contract
2 covered by the officially-backed credit and actually drawn)

the a aosteriori qoti-ica»ian of credits of nore than five

years, this does not providc a basis for estimating the

debt burden since ciredits of more than five years account
on average for only half the total export credits e:tended.

Unfortunately, the estinmates made by NATO, which are based

on an enuneration of all officially=baclked credits, have

not been updated since 1974, There cre, however, two
drawbacks to these estimates:

(1) the figures for the Commumist countries! debt burden
reflect comitments and not the outs tand%gg credits
(since they are based on the contrac gnec and not
on the payments to which the contracts give rise)

(2) +they obvIously exclude debts owing to non-menber
countries of the Alliance, Japan for exarmple
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and all the interest, after subtraction of the réirlursenents
nade, Because 1t includes the interest, this nethsd gives
nuch higher figurss for the debt burden, Thus, according to
the OECD data, the ling officially-backed creditc -
extenced to the Soviet Uniorn by ihe United States, France,

the United Kingdon and the Federal Republic of

amounted to 56,9 nilliard at end-1975, whereas with the

Chase lienhettan Ben!: method the figwre is about $4,6 milliard,
The corresponding fizurcs for the Communist countries as a
whole would be $11.5 and $5.5 millisrd respectively,

15, Unfortunately, the incomrlete nature of the 0ECD
figures, and the fact that its work is still confidential,
mean that these data can only be used for purposes of
comperison, Consequently, it is necessary to use the Chase
Manhattan figures, vhile recognising that they are too
conservative.

(in nillions of dollars)

& 1975 _ 1976
P i _ Comnitments! Drawings & Comnituents Lrawings
, BULGARIA : 717 : s i t 425 f
| HUNGERY 241 168 -1 284 90
POLAND sz (2 | 8365 | 5,560 |
. GDR G R A SN A {1,100 |
. ROMLNIL = oTqlerss s Yogmage 5 SRS | 500 !
| CZECHOSLOVAKTA 858 | uka ! %0 | 40
USSR 10,093 ! 5,083 | 10,795 6,586 !
TOTAL topa,372 10,077 125,130 | 16,561

Souxrce: Chase Maniattan Banlk, see Tables in Amnex II
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2.  BANX CREDITS

16.

Alougside credits which entail refinancing and

officizal backing, are ciredits granted to the Communist
countrics by Western banks without any official backing.

2 1 Mtions

17. The procedures for granting these credits diifer
according to vhether they are supplier credits, coumodity
credits or financial credits. °

18. The arrangenents for granting supplier credits are

sinilar to those obtaining in the case of officially-backed
supplier credits; the exporting firu extends credit to the
foreign buyer and obtains credit from its bank. The credit
is extended in national currency at a rate which depends on
the parltet rate.

19.

Unlike commodity credits, financial credits are not

necessarily linked to the execution of a commercial transaction.
The borrower nay uss the credit either to finance his imports
in full or in pzrt (for instance as the down paynent for a
contract financed by officially-backed credits) or for any
other financial transaction. These credits may be made
available in foreign or national currency.

20,

In actual fact, the bulk of the bank credit made

available to the Commmist countries is in Euro-currency,
for which specific machinery exists:

these are generally syndicated loans; their amount
and duration Lave led the banks to foru syndicates;
one bank acts as the leader and each of the others
contributes to the loan in accordance with its
resources and the risks it is willing to take;

moreover, although loans on the Euro=currency
market are normally macde for seven to eight years
they take the forn of short-=term roll-over credits;
they are granted for a period of six months only
but during the tial negotiations it is agreed
to renew then at six-monthly intervals for the
period initially agreed on; there is a floating
interest rate and during the initial negotiations
the interest rate is fixed together with a margin
which is addec to the basic rate or LIBOR (London
Inter—Banlt Offer Rate). This margin rencins constant
throughout the period of the credit but at each of
the six-nonthly negotiations the interest rate is
revised in the light of the LIBCR; the partners
may then also change the currency in which the
loan vas quotcdc.
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21.

Hethods of calculation

The ycarly and guarterly publications of the

Bank for International Settlewents (BIS) gives the figures
for 1975 of the outstanding bank credits granted to the
Commmist countries, This was the year in hich ihe BIS
surveyed the positiorn of each of the Communist countries
vis=2-vis Western banks. For earlier years only data on
the Soviet bloc as a whole aire available.,

P
(a)

24,

But there is a certain amount of wvaguenecss and
abiguity:

- in the first place, sane Westorn banks do
not infocra the BIS of their position - this
Is True of ‘ustrian, Finnish and Middle
Zastern banks and of branches of non-American
banlte in Singapore;

- woreover, debts owing to Canadian, American,
Japanese and Swiss banks are not given for
Individual countries and so they have to be
broken down;

- l=2:5tly, it is known that the Soviet position
on the bools of benks vhich senéd in retwms
to the BIS includes the position of the

two COMZECCIH international banks (IBEC and IIB) -

so it is necessary to assess the commitments
of these two banks to Westernm banks in order
to calculate the individual position of the
Soviet Union.

Another, and more serious, difficulty is that,
accoxrding to certain experts, the outstanding
bani: loans listed the BIS include certain
w%%fmua credits, Obviously, in this
case, i1i bonk and governuent-backed credits

are addeld together they are counted twice and
the calculation of the debt is thrown out.

Untll the BIS confirts or refutes this, the

sitvation will renzin completely equivocal, Howvever, it
emerged from certain studies that only credits guaranteed by
the FRCG would be subject to such overlapping because the
nachinery for extending and recording cfiicially=-backed
credits in the cther countries prevents this type of
confusion, /Jnother reason for believing this to be the case
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is that the bull of the anounts owed to Vesterm banks is made up
of Buro=currency a:d this necessarily excludes officially-
backed credits vhich are alnost exclusively in national currency.
ind the compar=tively lov figure for debts in national currency
ccrresponds rouzhly to the figjure for Vest German guaranteed
credits (5).

25. However, should there be an increase in credits
guaranteed in foreizn currency (the United Xingdom has recently
backed ssveral dellar crecits to Poland and the Soviet Union)
the distinction between outstanding officially=-baclied and
bank credits would become still nore fine(*).

25,

(¢) Lastly, the fisures provided by the I35 have the
drawvbacl: of nreventing an accuraie distinction
betwesn the short- and rnecdiun= or long-tern. 1In
the annmual reportc of the BI5, the outstancding
banll credit e:icnded to the Commmist countries
includes short=term debts (over a year), which
daltes these figures consistent with those for
officlally=-backed credits, which concern only
the mediun- and long=term. The recent adoption
by the BI_ of tables which show the bireakdown
of thi» debts on the basis ol due dates only
partly colves the problern; the short-term
concept of the BIS inciudes long-term debts
falling due as well as purely short-term loans.
But, as frequently pointed out, this latter type
of debt may be the result of normal daily or
nonthly settlenents for comnercial transactions
ainc is generally not taken into account in the
calculation of 2 country's debt buzden (G).

2.3 ZIZstinatec of ocutstanding ban: credits extenced to the
Coommumist countrlies

27. In spite of all these reservations on the value of the
BIC figures they Liove to be used since they are the fullest
available. The margin for astirating bank credits is fairly
linited since it consists in identifying the IBEC and IIB
commitments, allocating the commitments which are not broken
dovn by countries and ovaluating the debts owing to banks which
do not report to the BIS.

(=) The relors o the Unltec Xingdom e6xport credlts systen,
which was introduced end-i1577, has resulted in large-scale
use of Euro=currency to finance officially--guaranteed
credits. In 1577, crecits in collars of 23 nillion and
16.5 million were extended to the Soviet Union and Poland
resnectively
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28. The position of the two COIECON banks can be
deduced by analysing their yeorly statenents, taking into
account certain generally accepted assumptions (mainly that
the figure given es lizbilities for the two banks under the
heading "credits receivad" coneists to the tune of 90:. of
convertible currency credits) (7). The allocation of bank
credits extended by United Stetes, zdisn, Japanese and
Swiss banks gives fairly similar results - except for the
CDR and the USSR = regardless of whether detailied data on
loans by the Commmist countries are used (Table II(B)) or
vhether the credits are broken down among the Commmist
countries in accorcance with the share of each of these
countries in the overall East CZuropean comitments to Westerm
banks (Teble II{%) and (C)).

3. IHE CTHER METHCODS CF FINANCING

29. Credits extended directly by firms are not
published 2s z metter of course. The Bundesbank (€) monthly
bulletin did give figures as of 10th June, 1975 for debts
owing to Vest German firms and it would appear that it is
the latter which extend almost all such credits. So far as
is Imowm, no official updating has b2en published since.

To the diflicu'tly of ascertaining credits extended by firms

‘must be added that of evaluating credits negotiated on the

2 forfait market; to simplify their fincnecial mensagement,

sote firms prefer to sell their debis to specialised

f£inoncial houses - factoring companiec or conTirning houses(*),.
In this vay they rid thenselves of the aduministration and
recovery of debts against The payment of a lump sum conmission
plus a preizium calculated on the due cdates o% %EE debts.

These Factoring and confirning mechanisas constitute the

3 forfait market, the rates of which are published regularly
(see immex III).

(¥) By factoring or conflrming an order placed abroad, the
exporter sells his debts definitively and without
recourse to a factor or forfaiter, In the first case a
subscriber contract, generally yearly, is drawm up
between the exporter and the factor; in the second case,
the confirning house acts on a case-by-=-case basis
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1975 1975 |
€9) 3 ! () (c)
BULGAATA 1,310 1,932 ' 1,842 2,245 !
' : i
HUNG/RY 2,480 1 2,460, 2,526 3,472 |
@ pOL.Y 4,377 . 4,520 | 4,445 5,191 :
} I i i
GDR ' 2,912 5,432 ' 3,819 :,067 *
ROILAITLA 995 ;1,050 1,012 333
CZECHOSLOVAKIA © 325 553 331 965 |
USSR 5,592 - ' 4,950 6,677 :
- : - :
jource: Dank for International Settlenents. i
(A) East West liarkets, 20th 3eptember and L' [~ -sber, :
1()‘7\3. H
@

(3) I, llelson and 7., Snell: UIstimeting Tast
Zuropean irdeptedness®, Joint Zconondc Committee
1977. !
(C) Distribution of the residual amount on the basis :

-

-

of the share of each Last Duropean couatry ia the
total Eastern coonitnent e the reporting banis,

LAS?]EJED

30. Tor the finencing of trade between the two Germenies,
Othere exis®s a clearing agreeuant vith a swing credit auv wrizing
can imbalance of up to D, 800 millica in 1975, No o7flc’el
figures are zvailable on the situation of this accow ¢ zince
2ic=1974 and so its development hac to be estimated.

E

31. Romanien drawings fron the UL and loans by the World
Bank are given in the renoirtis or yearboolis issued by these two
bodies.
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32, Finnlly, relations between the Commmmist countries
2nd the Third World have ziven rice over the last few vears
t0o loans in converiible currency extended bty certain oil-
oroducing cowmtries. Inform=ation on these credits, which
gre still fairly rare, has yet to be collated.

L,  FROM GROSS INDEBTEDHESS TO NET INDEBTEDNESS

[ | Developaent of the gross debt burcen

53. “Table III shows estinates ¢f the extent to vhich
ezch of the countries concerned uses the differen retheds of
financing, Lf the Zigures relating to the different cdebtc
2re added together the basis of the giocs delLt ectimates
given in Teble IV is obtained but, as already pointed cut,
this entuils the risk of onission or of counting some
figures twice. There are sc nany possible errors that it is
unfortunately innossible to say whether *he fimures are
over- or under-estimated.

34, Dut there is another zethod of calculation with vhich
the opproximete accuracy of the figures cbtained can be
checked, It is, for instance, possible to calculate the
gross debt Lurcen o¢f the East European countries and the
Soviet Union on the basis of their cumulative balance of
paynents on curront account over a nunber of years. But
the difficulty in this case steous fron the fact that these
countries do not nublish detalls of their balance of
nayments (except Iun ) and so it is generslly necessary to
use the trade bzlances (see Table V). These provide a
reasonable approxiuation of the balance of payuents
situations because of the comparative stability of invisibie
transactions up to the last few years (Table VI); there is
ro Coubt however thot the cost of debtu servicing over the
next few years (as was already the case in 1977) will prevent
the balance of trade and the balance o7 paveents from
coincicing in future.

35, In these cunulative trade balances it is necessary
to take account not only of the trade deficits of these
countries vis-2-vis Western countries, but also the
balance of trade with those developinz coumtriec which have
no secilenent or clearing agreeaents with the East Turopean
countiries ard the Soviet Union, It will be scen that the
Tigures obtainzd with this method of calculation (see
Table V) are consistent with thosc obtzined previously
(sce Table TV).
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CREDITS LiTellED T0 EASTERN BURCEE AlD THE SOVIDT UNACH
B! 43 10ns O OLLETS

LTl IS

é Drawirgs on Baak Other . TOTAL
| officially- credits credits nilljard $ :
- backed (2) 3) |
credits(1) = B
1
BULGARIA -
1975 599 1,932 405 2.7 }
1375 505 . 2,285 417 3.0 .
HUNGZRY _ ;
. 1975 143 2,530 659 33 :
1976 70 5,472 100 3.6 ;
'POLLND . E
- 1875 2,120 4,820 1,048 7.8 1
| 1975 L, 52 5,191 2,250 12,9 |
. b
GDR :
? 1975 1,443 3,432 - 4.9
1976 2,100 4,067 1,500 6.7
ROMANTZ ' ,
1975 830 , 1,050 | 9CO0 2.9
1976 560 ;833 1,380 2.9
CZECHOSLOVAXLL
' 1975 328 552 850 1.8
. 197C 360 9€5 300 2.2
USSR
: 1975 3,50C 5,992 1,800 114
1976 L, 700 6,877 3,700 15,3
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LxCCDT Tor uhe Ui, the o-Tlcially-guaranteed credits

extended by the FRC have been deducted (cf. page S)

(2) Estimcte bg froc Table II has been used for 1975 and
estinmate (c) from Table II, the only one availablie, fcr 1976

(3) It will te seen that for Poland, the GDR and the USSEH,

the total kmowm debts in 167C arz well above the estimated

debts given in Table IV
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TABLE IV
FROM CROSS INDUBTEDNESS TC NET INDEBTEDIESS

Gross debt Assets of : et !
' burden Cormmunist ; debt i
; banks in ' burden :
N ‘ Western banks '
' 1975 95 f 1975 |
W 1 ®_ @) i @ @ | ()
BULGARTA 2.4 2.6 ' 0.4 | 0.3: | 2.0 227 |
UNGAKY 3.2 3.3 0.9 | 0.880 2.3 2.40
. DCIAND 7.8 7.9 0.7 | 0.770 7.1 7.15 |
. GDR 4.9 7 M 0.95C ! 4,2 4,17
" ROMANTZ 2.8 ! 3.0 0.5 | 0.500 ' 2.3 2.6 |
CZECHOSLOVZRIA 1.5 ' gci 0.3 n.500 | 1.2 1.7%
| ussr 1.4 5 3,0 - - -
| Buks 3.3 | e TUS - 133 -
| oTAL o B R A I SR I 30.7 -
B 1976 1976 1 1975 '
: (a) | (€ () | @ () 1| (B)
| BULGARIA B =4 0.5 2.5 o
| HUNGARY 3.4 | 1.0 . 2.4 1
{ POLAND 11.0 ‘ 0.3 10.2
| GDR 5.9 | 0.8 ' 5e1
©  ROMANIA 2.9 | 0.4 2.5
CZECHOSLOVAKIZ 2,2 } 0.4 1.8 :
| USSR 14,1 | 10.2 3.8 10.3 |
| BANKS 4,3 0.3 | D !

__TOTAL 46,8 8.0 ! 38,8

(L) L. Brainard: “Easférn‘Luropeaﬁ_fndébtedness presented at
the ccnfecrence on monetary and financizl probleas in
East and West, Budapest, October 1577

{B) XK, lHelson and E. Snell: PEstimating East Curopean
Indebtedness to the West®, Joint Economic Committee,
Washington 1977

(C) J. Farrel and P, Ericson: "Soviet trade and payments with
the Vest", Joint Economic Committee, Washington 1975. The
figures represent only the medium- and long-term debt

(#) Gross debt burden minus assets in Yestern banks and supplier
credits 1o the FRG
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TiBLE ¥
SCVIZT AND E&5T EURQPLAN CUMULATIVE TR
LA VoL AN Y L
(ol s oi dollars
i { 1961/1970 1960/1975 1960/1973
f T —
a USD.; \ 3.7 i 13.3 18.3
| Eastern Burope | 4.0 18.9 L 28,2
! Total 7.7 32.2 42,5
source: Le Brainard #Eastern European Indebtedness®., Op.cit.
TABLE VI
ESTIATES OF THE BALANCT OF DA™ STIUATIO
wm-* At YOIl C-\..; NinlES Vie— .- THE,
NLUN Al snsAad ‘...a.n.l.! U
. ~
' 1972 ., 1973 - 1974 1975 | 72/75
; i T T : -
 Balance of trade ! 4
| {fob-fob) | 1,052 | 2,835 3,200 19,286 16,993
i i ! j !
¢ Balance of payments ! : :
! on current accommt | 1,435 '2,718 3,308 9,661 17,232

Source: Economic Bulletin for Europe - Volune 238,
Page 97, Economic Commission for Europe, Geneva

(excluding Japan)
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4.2 Convertible currency holdi of the Coomunist
SoUntries

36. Only clains on the internationzl nonetary systzn
resulting from comnercial and financial transactions have
been considered as assets deductable from the gross debt
hurden for the calculation of the net burden. Accordingly,
no account has been taken of Soviet reserves of gold and
rrecious metals and stones, the value of which in all
likelihood exceeds the Soviet ccavertible currency debt(*),

37« The currency holcdings of the Communist countries
are of several types:

- foreign currency reserves in their central
banks and treasury reserves;

- claims on banks and other Westernm econonic
agentss;

~ the foreign currency debts of developing countries;

- convercible currency claims arising out of
intra=-COMECON transactions.

38, Lac! of information males it quite impossible to
calculate the cxchange reserve holdings of the central banks
in the Soviet Union and Iast Duropecn countries; their
clains on Western banks and countries are the only type of
assets which can reaconably be zssessed. Jnong these
clains, those on Western banks are one element which can be
evaluated with sone degree of accuracy. The BIS publishes
statements of commituents by Western banks (with a few
exceptions - see Page 8) to the Soviet Union and Zast
Buropean countries., In Table IV use has becn made of the
estinates of L. Brainard and X, Melson and Z,M. Snell (10)

(F) The estinate of gold reserves concerns mainly the soviec
Union. By using estimates of the annual Soviet output
and sale of gold and a generally-accepted figure for
initial reserves in 1972 of 1,950 tons, the present Soviet
reserves can be put at between 2,200 and 2,800 tons (see
Amnex IV), At the rate of $150 zn ounce, these reserves
could be worth between $10 znd 917 milliard, It is
inconceivable however that these reserves would be used
to finance a deficit of an equivalent amount should
nassive gold sales by the USSR cause the price of gold to
fall below $150 an oumce. Such a development nay be
ruled out, It is difficult to put a figure on other
Soviet precious reserves (platinum and diamonds) but it
would seem that sales of these commodities could produce
currency earnings on a par with those of gold sales (9)

N&%-B RESTRICTETD
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%which take account of the situations of banks which do not

O peport to the BIS. For comnodity credits extended by the
'E'éConmnist countries to Yestern firms, information is available
O only cn those granted by six countries (excluding the Soviet
5Union) to West Germen firms for a total of $500 nillion (10).
w

2' %39, It is not easy to estimate holdings arising out c?f
wtransactions with developing countries. Assistance in the fom
Yef currency loans is Imown to be very rare but there are
gexamples of Zast Zuropean banlis participating in syndicated

- loans in Euro-currencies to Tniid World countries(#). What is
wnrore, in nost cases trade between Comrmnist and developing

L countries is at present settled essentially in convertible

@ currency. The Soviat Union, for instance, has bilateral clearing
< agreenerts with only 17 developing countries. And when Soviet

O trade with developing countries which have signed no bilateral

% clearing agreenents is scrutinised (from the coun'i:.?-bx-counm
“data given in the Soviet foreign trade yearboo S seen
x¥hat the Russians regularly have a trade deficit. Trade with

S the developing countries paid for in foreIgn currency must
Stherefore add to the Soviet debt burden. Very close analysis
< of the Soviet foreign trade statistics shows that the data on
ucountg-bx—countg trade in the Soviet yearbook do not include
%sa es of arns. o0 the real situation of Soviet transactions

a with the developing world in foreign exchange renains uncertain
and it is quite possible that arms sales bring in net currency
Qearnings (11). This uncertainty surrounding the real trade

v balances nakes it inpossible to be more precise over the

S figure for net indebtedness.

40, Transactions conduc*ted in foreign currency are known
> to account for 10-15% of all intra-COMECOH trade. But as no
—irformation is available on the debit or credit standing of the
©nember countries no account can be ta%en of convertible

o currency loarnc and deposits made within the grouping(#¥). But
7 this does not affect the estimate of East Furopean assets as a
whele, only the individual holdings of each country.

DISCLO

IED -

T 41, In some countriecs, and this is especially %rue of
pPoland, nrivate foreign currency deposits have some importance.
nis a result of neasures to encourage such deposits they reached
<$141 =illion in 1976 and to $216 milliorn in 1977 (13).

DEC

(%) In 1975, the novict union participated In muro--currency lcans
to Argentina and Turkev

(#*) But it woulcd seen that a country like Tungary, especially
in 1975 and 1975, had 2 fairly high credit balance (between
$100 and $20C nillion) in its foreign currency settleuent
ol transactions conducted within COMECON

NLTC RESTRICTED
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4.3 et debt binrden

42, Because of the lack of piccise information on most
of the convertible currency holdings of the Communist
countries, the usual method for calculating their net
indebtedness is to subtract from the gross debt the amounts
owed to then by vVestern bailis and zay supplicer credits they
pay have gra.ted (see Table IV).

43. The two series of ectimates in Table IV give
very similar figur=s for the debt in 1975. In 1975 there is
a2 third estimate for the debt burden of the Cormmist
countries as a whole which 1s significantly lower than the
one shovm in the table; the Economic Comaission for
puts the net debt at between $32 and 335 milliard (13).

In the absence of details of how this figure was obtained
there is no wey of knowing what caused the difference but
it may have arisen because the foreign currency holdings of
the countries concerned have been taken more fully into
account.

L4, It is hoped thet this critical account of
cvailable estinates of the convertible currency debt burdens
of the Commmmist countries will pinpoint more clearly those
elenents of the calculations vhich remain vague or mmcertzin,
The margin of errcr revealed in this analysis could raise
doubts 2bout the veluec of these estimates, if the
cumlative trade balances were not there to confirm the
aporoxinations given. The figures for the debt burden
cbtained by exanining the claims of Western countries and
institutions nay therefore be taken as approxinate estinates.

45, The difficulties of calculating this indebtedness
should not lead to intrinsic inmportance of these figures
beins exaggerated. The scale of indebtedness can only be
Jjudged, among other things, in relation to the circunstances
which shaped it; in other words, it has to be seen in the
light of the import policies it made possible as well as of
the Western public and private banking policies which have
pernitted and perhaps promoted it.

KATO IXSTRICTED
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ISR, STUACTY, JCRESENES CONCLUDED DETWEEN YESTRRN

~mount and
Duration

Type of

Credit

- . —— b - ——— A W ————
)

e

. e — . -

Frence

T eT = OVerTiD n;.t__
flﬂﬂ?“i : agrcnmﬁqg
6. 12.75)

- 0{'!

sdditional creclti
O

da

Le oYy hna_nci_l

LI COCCL
-')-15)

to financia’

United “insdon

Janan(1)
Tac.el i

gg;eement

12.5 millierd
Zrancs
5 vesars

1.5 uilliard
Zranc:

1975/1979

T millierd
700 million
fraacs

5 yeers
21 milliard

2152.5 million

i industry ecuirrment.
700 mi'lion to lTo finance

= 7.5% on contracts
‘Exvloration of the Sachealin

Financing of Frenclh sales of ¢
mechinery ond capital
equiprent:

- 7 years from 20 to
75 ailiion frencs (14
equal and consecutive
hglf-yeu*ly Dayments); |

- 8% yesavrs for more than
75 million frencs (17
equal and consecutive
half-yearly vayments);:

- rate of interest: 7.35%
for of contracts less
than 425 million francs
and 7.20 above that
anount.

For the sale to the Soviet
Unien of eguipment end pipes
under the Iranian gas
agreement.

Finencing of calzs of gas

the modernization
of the Soviet automobile _
industry (inciuding tractors)

To finance sales of Sritish
machinery end cepital equipn-
ment: 1intersst

- 7.2% depending

0il end ges denosits

- $1C0 million (Msy 75)
"Credit for prospectins
ricks";

- $22 5 million (July 75):

chase by USSR of

computers and seisnic
equipment

65.75% over 5 jears),
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Counctry , .OUnt and ~ Tyse of -
| uratiorn Credit

'

$30 million: 1local
wr051ect1ng costs
(7.25% over 5 years)

S a—— |

Y'ention should &lsce be made of the “rotocol of agreement of
anrid 1974 between Iotimbenit end the Soviet Peouty Minister
for Foreign Treode, B, 1khivnov, concerning the extension of =&
credit of 1,050 2237 Zon made u» as follows:

- $450 million For t.o Yakuty coal reserves;

- #5000 million fer Soviet Far East timber resourcas;

~ $100 niilion for no.ural gas prosnecting in the

Y:ku?sk rezlon.,
Interest vale £,.375%.

L., Itelv :
overnuentel 1197 6 { To finance sales of
TInauclel ece-| 900 nillion | Italian capital equipment
nent I?? 76/1980 . Single rate: 7.5%%
!5 tember 1“73) (16 eoual quartierly pay-
!ments)
! Credit on 85% of the amouni
' | (Govm-payment of 15%)
; ’?1nimum for contracts
! covered by tiiese credits: !
: #500,000. '
Finencial e-ree- /50 nillion To finance urocurement of
nenc ?’RO .iillion . turn-key projects, rate |
TNovember 1077 [in 1377 7.25% for 5 years, 7.550: !
)’"OO million irom 5 to 8 years. Credit
in 1578 for 85% of the contract

l;?oo nillion

* 4 r\7
l'-—“ <

amounts (dovn payment of
5%) minimum for contrzcts
31 nillion.

| 21,550 million

- Z years - 7.55% for contracts of |
LOver:-- less than 25 million l
nentel frencs (duration: 5 yz
Financial - T.75% for contracts oI
agreemem n

betweer 25 and 35 millio
frencs with duration of -
7 years (15-25 for the

food industry); :
above 35 million francs |
with duration 7-8= yrs. !
(over 25 million francs '

for the food industggz :

e ———— ———— - —— it = e (e s . .
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i . S - il P -

ountry | lnount end Type of
L- e o umaTion Credit
i |
: Cocl agreemeny $200 nillion 5 years credit for contracts |
= Wanuary 15754 5 rears of between 1 and 10 million
. frencs, 7 years for contracts
i over 1G million iranes (light
: equipment) and 7 yeers for
| contracts of over 25 million
francs (mediun and neavy ecuin-
oent).
‘nterzovern- .« U nitlion irencs
DENGE... “975/1973
T{oancial
greemen
. ' '
Z. Jazan
[7C78) 3420 mfllion To finance sales of ecuioment
for textile, iron ancd steel axd
i chenical industries:
| rate 6.50% (finsncing by the
'ana:nse Eximbank at a rate of
7.50% with 1% bonus by ﬁrms)
e, JLtBY
TCeilenber “875/1979 8 yesrs' credit for contracts
1975 , cf between 0.2 and $1 million |
at a rate of 7.75%: i
. 300 nillion for the nwrc. as&
! of equioHment ‘
\ - 200 miilion for the nurchase
\ of seni-finished goods '
; | -~ 150 million for tuhe excen-- {
i i sion of the cozl industry
| | (repayments in coal).
|~ mme i
I Tolicicel- . 1 pillion To finance purchases of carpital’
! 1_n“4c1_l equipment, 20 years, interest
i acree enc rate 2.5% i
| TS3e-toaber i ?
l 1275) !

.20 RESIRICTED
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country

CTuRE

o

.ot a.d

Diration

L
7 fype ol t
Crecdit

ROIANTL
——— e At -

%« L[reiice

Z11 million

Renewal of the agreement on
balance of payments assistence
C years' credit (7.50%).

2420 million

L

~

#20 million

Credits at a rate of 6.50%
(financed by Eximban!: at & rate
of 7.50% wita 1% bonus by
Jananese firms).

To finance purchases of canital
egui-gent - interest rete

7.5% in % slices of $€0 millicnﬂ
duration: G yeers

1

- i————— &

T

vl7 milliorn

£400 million

Rene-al eoi the balance of pay-
rents assistance azrecment.

Credit at a rate of £.50%
(£inanced by Eximbank &t 2 rate|
of 7.50% with 1% bonus hy
Jarenese firms).

.
- )

d
4
a
S
d
LL
]
]
<
—
O
L
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TA5LE-1

COMVETTISLE CURRENCY DEBT OF BULGARIZ

(052 =IfYions of dollers

l 0fficizlly becksd credits

— ;

L 1975 | 1978
STITUS OF COIRTITIEINS
United States - -
JC.:D&D. 75 ! 1 55
‘netrie 20 | 25
United lingdoxn 51 _ 52
Frence 300 : 318
R 110 130
Ttely 70 , 75
Cthers o1 95
o7 AL 717 775
Dresines 359 3 425

Bank Credit
o ErE) _ iV
- - . A _‘-.. .-

Benks revorting To the BIS 1,810 (1,850, r,aqg 2,245,
/ustrian beuls oy 82y

Otrher Crecit

Supplier credist 100, 200, ; 400,
COEC credit i 130,
FIG Governnent crclls i 4=
L}
Internationel hHonds 17 & A 17%

z, b, ¢, see notes on age 2.
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TABLE II

CCIIv. .T:B_.n. CURREIICY DEBT OF LEUNGARY

1 Officially backed credits

+ LA____
]

g

1575 i 97¢
STATUS OF comMMYT I me l
nited States - I -
Janen 1 | 3
fustria 7 ! 10
United Zinzdor 70 ‘ 8
France 50 51
v 50 5
Itely L0 ' L5
Others ' 3 i 35
TOTAL | 241 l 234
Drawrings | 168 0
Bank Credit
s 1975 1975
Banks resporiing <o e BIS 2480, | 2460y, | 2526. 1 3472
: | € ¢
Austrian ben'ts § - - l - i -
ki - Other _ﬁ'edi"
| 1975 | 1975
Surnlier credit ‘ b 386, ! -
OPEC credit i 504 i
| Internationel Hoxuds 215, 5 N 100, i
a. b. c. sea notac on napge .

L .20 Rua STRICTED
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% INNEX II to
At 66
TLBLE III
CONVERNIBLE CURRENCY DEBT OF POL..I'D
32 ong of dollars
i { Of1ilc y bac cradlits
l 1975 1576
I °TPUS OF COMTITENL. ! j
| tnited Stetes : 122 | 405
'J;pan % 400 | 650
fLusct;a i 700 ! 7C0
' United Kingdom | 1,700 i 1,500
Freauce i 1,250 " 1,700
| Fae 3 €00 , 1,500
Ttaly 210 g 500
Others 950 i °50
TOTS €,032 ! g, 365
1}aumings 2,357 ; 5,380
| Benk Credit
: 1975 1976
Senks reporting to e 3IS | 4,377 h,h00b§ h,bqg- 6.192:
lustrien banks i 220, | :
- ! b
13 | Other Credit
f 1975 ; 1575
" ' T —tp—
Supplier credit : 580a 290b | 2'250a
C7EC credit l 20b E
FRG Governnent crecit | 300, | 142y i
Hon-bank cleims in 'uvsirie &nd I
Switzerland : ,350b
| Public law 4E£O f 246 :
&, b, c, See 1ctes on nage &,
NiTC RESTRICTED
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T.BLE IV

CONv_ud ZLE CURRENCY DEBT OF TriE CDR

. e @ o

Tions i uo

10 K 1ars
' Officially becked credit:
l 1975 : 1976
| STATUS OF COMMITTTITS | :
| United States | - | -
! Japen g 57 | 20
1Lustria 290 ; 300
i uited Kingdo | 75 20
France 320 i 335
FRG 216% 1,000 |
Italy 36 : 300 |
Others 214 ; 395 !
| TUTL : 1,978 : 2,550 ;
Dravings \ 532 ] 1,100
Bank Credic 1
L 1975 1975 |
Bens revorting o She BIS 2,912,]3,200,; 3,819, 4,057 .
fustrien banks 232, | :
r Other Credit i
} 1975 ! 197¢ |
i : i
{Sudpvlier credit - ' 1,500, !
% Inter Gerren Scving Credit

&, b, c, see notes o1 page 8,
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TABLE V

- —

CY¥

ANNEX II to
Cl12 [~ )

o irifons
! 0fficially backed credits
L e ———— i R
i 1975 . 1976
B S 1
| SGTATUS OF COMNITITTS 1
United Stetes 59 | 88
epan 180 | “'80
‘ustria 39 l 45
United Hingdon 235 i 255
Frauce ! 230 : 275
| FRG 380 ‘ 400
Tiely 155 ! 165
Others 135 150
TOTiL 1,413 | 1,503
| Draxrings 1,130 : 5
§ Benk Credit
F . ' ~
L J 1875 ' 1970
! Term oAt dsy e 3 | P = g H =z
: Benlis re-ortinz to Lthe 3IS 1 39_)8 ‘ 1 ,‘:)SO.D-2 1,012c: ?3_,3c
i 1 Other Credit
t : 1975 1976
| Supplier credit Y120, 1 150, i 1,150
| OTBC credit ' ; 480, :
| F)¢ Covernrent crecit | 100, !
|
¢ I? érevwings end "3 loans ’ ! 250 - 540
;4

g Dy C, £e€e notec o1 DHage

N 4 70
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X II to -G
nCiAef— T /268

T BlL= VI

CONVERZTIBILE CURRENCY DEBT OF CZECHOSLOVAKIZ
—-—-—ocor | ——— s s 3

n pillions o ollars
Officially backsd credits :
1975 1976
STATUS OF COMMIITI IS
United Stctes - a
Japan 55 €0
‘ustris | 190 200
United Kingdom 70 0 l
France 155 | 160 i
FRG 240 } 245 |
Italy 53 , 65 |
Cthers 129 | 150 ;
TOT/L €98 | 260 j
Drevings L4s LED |
Bank Credit ;
1975 1976 |
Sanlis revorting tc e BIS 325,]520, , 331, 985 _ |
ifusirian benks t 38, . !
1 i T b !
t | Other Credit |
! i 1975 : 1976 |
© Sucnlier credit ; €00 950, : £00 ;
f ‘ a 1 2

&y Gy C, S€e not2s 01 dage 5.
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alayint B 3 T 1D
COUNVERDISLE
LA R e = Y

—

i- mitiions O

ANNEX_II to
F ¥ad %2—222556

CURSENCY DEBT OF THE USSR

20 SZ

O0fficially backed credits
1575 | 1976
STATUS CF COMMITI S |
United States LE8 t 468
Jenan &50 i 1,820
lustrie 300 ' -
United Iingdonm 700 I 700
Fraace 34300 3,860
FRC 3,000 » 200
Italy 1,150 1,930
Cthers 325 845
TCTLL 10,093 ! 10,793
Lrawings 5,083 ! 6,586
Benk Credit
1975 @ 1975
Bealts reporting o e BIS 5,992, | 4,950, 6,877,
Other Credit
L S 197> i 1
Swolier credit 1,600 i 3,700,

&z, b, c, see notes on

Hage |
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Sources for Tzbles J to VII:

Officizllv--baclked crecits:

- 1075: Tast-Test zrkets, 20th Scptember and
—:--- CC uOb“‘I‘, 19 6-
- 57C: Chase llmmatten Bank Survey.

Ban': credits:

1076 and 1277 revorts of the Bank for International
Setticrmentc.

Estimates:

(2) East-Tect ‘arkets (op.cit.) and Chcse Manhrttan
Bank Survey.

(b) J. Nelconx end E. Snell, "Estimatine East European
Indebtedress to the Yeat“, Joint Economic Committze 1977.

(¢) Distribucion of the residusl amount on the basis of
the siare of each Eazst Europeen country in the totel
Easter:: cormitments to the renorting banks.

Otaer credits:

(a) East-" es, llarkets (op.cit.) and Chase Mentatten
Bant Survey.

(b) Joint :lconomic Committee, op.cit.

b )

2
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=
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-1 LNNEX III to

o< I'-)‘-'L. . _ 3 I _‘.:-00"'5025 5-50“5-75

YEBRUIRY 1078 /. PCATT LARIET RATES FOR TEE PURCHASE OF
'3;>::=- "% BILLS OF EXCHANGE FROM EYPORTERS
| i !

Do ! 4 Swiss frzncs| Dil.
i ()  (2) (2) (2)
|
i
':'-::1..-'m 5 ' Ce25-9.50 €.25=5.50 | 6.75--7.00
énz 5 | Ce50-8.75] 5.25-5.50 - -

ROINTA L5 ! 9.00-2.25| 5.75-5.00 | 6.25-6.50

CTBCHOSLOVAXIA 51 8.50-7.75]  5.25-5.50 | 5.75-6.00

lus.«a 5 ’ &

i‘!; deli-yeerly re ayments
2) On the basis of averege terms of 2.75 years.

Sources: East-"est Mzrkets, Z0th February, 1973.
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AMIEX IV o =
aae i 3(‘8
RETTICE OF SOVIET GOLD RESERVES
(il _ons)
! npsmves | OUTZUT ; SLLES
— s ~
1972 1759(4) | 150 to 300(1) 5 200(3) ,
| 1273 |250(2) to 370(3) | 330(3)
1974 1230(2) to 390(3) i 150(3)
1375 , 395(3) L 130(3) to *!0(%
1578 ; 250 to 400(6) i 2n0(4) to 320(5)
1977 | 250(4) § -
372 to | 2,200 to i
1976 2,800 1,395 to 1,355 ! 1,010 to 1,143 '
: |
! ' : !

770 AC/127-WP/378

Osteurope fpril 1974, in Troblémes Economicues,
1 Decenbsr, 1974.

5.Cl.D.N. cm,ular, 28tr October, 1975 No.2/CER/C.
United States Bureau of Mines; In East-Yest
I=rikets, 5t. September, 1377.

Cribune de Leausanne, In East-West NWo. 176
notinzates based on 13) and (4).
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