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Estimating Soviet Bloc Debt
Overview Note by the United States Delegation

l, We have developed new procedures for estimating the hard

currency debt of the USSR and Eastern Europe from Western
financial statisties. The estimates of 1979 yearend gross debt

and net debt for the countries surveyed are as follows:

Billion US $§

Gross Debt1 Net Debt1
Total 77.1 64,7
USSR 17.2 10.2
Poland 21.1 , 20.0
East Germany 10.1 8.4
Hungary 8.0 7.3
Romania 7.0 6.7
Bulgaria 4.5 3.7
Czechoslovakia 4.0 3.1
CEMA Banks 5.2 5.2
k G debt 1 S 1 1 lit t
govgggﬁen%s, eg%%egcxg ban °°su58 feésles éootﬁzre{enders Net

debt equals gross debt less bloc financial assets, which consist
of deposits placed with Western banks. The USSR and East Europe
have also extended export credits to hard currency buyers, but we
lack adequate data to include these amounts in the estimates of
financial assets,.

2 International Investment Bank and International Bank for
Economiec Cooperation.

By 1979 debt service equaled 18 percent of Soviet earnings from
merchandise exports, sales of gold and arms, tourism and
transportation. Debt service ratios for. the East European
countries -- based on exports to noncommunist countries -- were
92 percent for Poland, 54 percent for East Germany (GDR), 37

percent for Hungary, 22 percent for Romania, 38 percent for

Bulgaria, anﬁ 22 percent for Czechoslovakia (CSSR).

NATO UNCLASSIPFIED
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5. According to these estimates, the Soviet bloc's gross debt

to the West grew by $68.8 billion between yearend 1971 and
5 yearend 1978; net debt rose by $58.7 billion over this period.
Poland and the USSR accounted for more than half of the increase
in Soviet blo¢ hard currency obligations. Hungary, East Germany,
and Romania also recorded a sizable growth in debt between 1971
and 1979. The CSSR and Bulgaria have generally been more
cautious in their borrowing.
4, In addition to estimating debt to the West, we have also
computed each country's hard currency obligations to the
International Investment Bank (IIB) of the Council for Mutual
Economic. Assistance (CEMA). The IIB has raised some $2.5 billion

on Western financial markets for the bloe. The lack of data on

V) - DECLASSIFIE - MIS EN LECTURE PUBLIQUE

Z hard currency lendings by the International Bank for Economic
Cooperation (IBEC) prevents us from estimating borrowings from

CEMA's other conmunitywide bank.

X - X

DECLASSIFIED - PUBLICLY DISCLOSED - C-M(2008)0116(I

NATO UNCLASSIFIED
=l




DECEASSIFIED - PUBLICLY DISCLOSED - C-M(2008)0116(INV) - DECLASSIFIE - MIS EN LECTURE PUBLIQUE

NATO UNCLASSIFIED
=5 AC/127-D/E37

..

Introduction

5, The USSR and its East European allies do not publish <7
information on their financial position vis-a-vis Western
governments and banks. Estimates of bloc indebtedness thus must
rely on Western financial reporting which continues to be
deficient in both scope and quality of coverage. The paucity of
data requires several -- and in some cases -- tenuous assumptions
in calculating the size and structurce of USSR/East European debt
to the West.

6,The hard currency debt of these countries can be apportioned
between that amount covered by Western government guarantees --
officidlly supported debt -- and that portion, commercial debt,
that has not received such backing. We separately estimate each
debt category, iﬁcludingvthat portion subject to double
counting. In each case we start with & basic time series and
make the necessary additions and subtractions, and other
adjustments to derive a debt structure. Since inadequacies in
our data sources necessitate several assumptions in deriving
these estimates, the totals presented for each country should be
viewed as falling within a range of error.

7. This paper will first discuss our procedures for estimating
the Soviet bloc's commercial debt and government-backed debt. It
will also describe some standard measures of debt burden derived
from the available data. We will then examine each country's
financial position separately. Finally, we will review
information on the role of CEMA's international banks as hard

currcncy lenders to Eastern Europe.

NATO UNCLASSIFLIED
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"Estimating Soviet Bloc Commercial Debt

8. Reporting by the Bank for International Settlements (BIS) on ~
the assets and liabilities of Western commercial banks with the
USSR and Eastern Europe serves as the basis for our estimates of
commercial debt. The BIS data cover external assets stemming
from (a) bank-to-bank credits, (b) bank participation in
syndicated loans, (c) time deposits placed with Soviet bloc
national banks, (d) trade drafts, drawn on foreign buyers,
discounted by the banks, and (e) a forfait claims held by

banks * We adjust the BIS series to account for (a) Western bank
positions not reported to the BIS before 1977, (b) Swiss,

J

apanesé, Canadian, and US bank positions reported to the BIS but

DECLASSIFIE - MIS EN LECTURE PUBLIQUE

' not broken out with respect to each of the borrowxng countries,
(c) supplier credits held in the West but not included in the BIS
reporting, (d) nonguaranteed borrowing from outside the BIS ares,
and (e) reported bank lending supported by official credit
guarantees. The methodology employed is outlined in Table 1 and

described below.

CLASSIFIED - PUBLICLY DISCLOSED - C-M(2008)0116(INV)

* A forfait or nonrccourse f{inancing is a form of supplier's
gflnancxng whereby the bank or other financial investor accepting

bills or notes from an exporter for discount absorbs the risks of
collecting paymcnt from the importer. Sece discussion on pp. 10-
12.
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Table 1

Methodology for Estimating Commercial Debt

Soviet bloe liabilities=

Commercial bank assets as reported to BIS
Plus: »
Western bank assets not reported to the BIS before 1977

Western bank assets estimated from the USSR-East European
residual given in the quarterly BIS reports

Supplier credits held in the West but not included in reporting
to the BIS

Borrpwing outside the BIS reporting area
Less:

Government supported credits included in member bank submissions
to the BIS :

For the USSR, Western bank assets with CEMA's international banks

Soviet bloc assets=

Commercial bank ljabilities as reported to the BIS
Pl‘us s
Austrian bank liabilities for 1971-76

Western bank liabilities estimated from the USSR-East European
residual given in the quarterly BIS reports.

NATO UNCLASSIFIED
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BIS Reporting

9, BIS summary data for 1971-73 consisted of annual reports of
éhe positions of Western conmmercial banks vis-a-vis the Soviet-

2
Fast European group as a whole. The only complete country-by-

BL

oountry breakout for this period is reporting by the Bank of

P

England on the external foreign currency liabilities and claims

TU

©of banks in the United Kingdom. We allocated the BIS totals of

LE

egach country in accordance with that country's share of UK bank
laims and liabilities for the 1971-73 period.
O. In 1974, the BIS initiated an expanded system of quarterly

eports in which member bank positions are made explicit with

GLASSIFIE:- M&S E

espect to each Soviet bloc country. Initially, this coverage
ncluded_the claims and liabilities of cqnnercial banks in
rance, Belgium—Luxembourg, West Germany, Italy, Sweden, the
nited Kingdom =-- and for the USSR only -- banks in Canada and

he US. (West German banks do not report their position with the

(2908)0&:16(IN1V) ~DE

§DR'to the BIS.) By'1975, coverage was extended to banks in the
&etherlands and foreign branche§ of US banks in the Caribbean and
She Far East. In 1977, explicit coverage for all countries began
$o include the posxtxons of banks in Austria, Ireland, and
genmark, of Japanese banks with the USSR, Poland, and Romanisa,
End of US domestic banks with Poland. The 1977 statistics also
?ncluded for the first some domestic currcency claims of banks in
Erance and the United Kingdom. By the end of 1978 explicit
overage for all countries encompassed banks in the United States

nd Canada.

DBECLASSI
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11. The BIS prepared two reports for yearend 1977; one of these
surveys covered the same banking positions as the 1974-76
quarterly reports while the second included for the first time
the claims and liabilities of banks in Austria, Ireland, and
Denmark vis-a-vis the USSR and Eastern Europe as well as some
supplier credits held by UK and French banks which are
denominated in pounds and francs, respectively. The second
report for December 1977 showed an increase of approximately 15
percent in East European liabilities over the fifst survey.

12.1We have adjusted our 1971-76 series to make it as consistent
as possible with the expanded surveys for 1977-78. Using data
compiled by the Austrian National Bank we have added Austrian
bank claims on and liabilities to each of the Soviet bloc
countries to the BIS series fqr 1971-76. Since we lack data on
the positions of Irish and Danish banks as well as on the amount
of domestic currency trade claims held by French and British

banks, we increased our estimates for 1971-76 by the percentage

difference between (a) the totals of the first survey for yearend

1977 plus 1977 Austrian bank positions and (b) the totals of the
second BIS survey.

Swiss, Dutch, Japanese, Canadian, and US Bank Positions in

the BIS Residual

13, In its quarterly reports, the BIS has reported a residual
catcgory for the Soviet-East European group. This category
encompasses Western banks that have not broken out their position

by individual cduntry. For all years covered by the quarterly

NATO UNCLASSIFIED
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reports, the position of Swiss banks has been reported in the

residual. The residual also included Dutch banks until 1975 and
- for the East Europcan countries -- Canadian banks until

978. The position of Japanese banks vis-a-vis all countries was
art of the residual until 1977 when explicit coverage for the
SSR, Poland, and Romania began to include Japénese banks. The
osition of banks in the United States was broken out by country
nly for the Soviet Union until 1977 when the BIS reports started

o report US domestic bank assets and liabilities vis-a-vis

MBS ENLEGIURE PBBLIQUE,

kﬁoland as well. By 1978, coverage for all countries included US
T .

%omestic banks.

él_h. Beginning in December 1376, the BIS started to report the
‘|

%aturity structure of member bank lending to individual

zountries. These reports survey banks in the same Western
éountries as those included in the quarterly reports;'however,

2008

he maturity structure reports do not have a residual category

CM(

or lending, meaning that all reporting banks provide an explicit
ountry-by-country breakout. Since the total number of banks
urveyed in the maturity strgcture reports is somewhat smaller
han the number reporting in the quarterly position reﬁorts, we
ould not use the maturity structure statisticé directly. We
ssumed, however, that each country's share of total Soviet/East
uropean liabilities (including the residudl) reported in the
uarterly survey equals its reported share‘of total Soviet/East
uropean liabilities in the maturity survey. To determine each

ountry's share of the residual, we then subtracted its

& DECLASSIFIEED +PUBLICIlY DISCLOSEI) -

xplicitly reported liabilities in the quarterly report from its

NATO UNCLASSIFIED
oy o™ '



O

~3

(4

[}

DECLASSIFIED - PUBLICLY DISCLOSED - C-M(2008)0116(INV) - DECLASSIFIE - MIS EN LECTURE PUBLIQUE

NATO UNCLASSIFIED

-11- AC/1.27-D/G57
estimated share of total Soviet/East Europcan liabilities, For

1974-75, we allocated the residual in proportion to the .-
countries' shares in the explicitly réported totals.

Supplier Credit Financing

15. A considerable volume of supplier credit extended by Western
firms is necither reported as commercial bank lending to the USSR
and Eastern Europe nor included in statistics on Western
government-backed lending. These credits include both claims
held by exporters at their own risk and trade paper discounted in
secondary financial markets.*

16; Supplier credits may be extended by a trade draft, or the
buyer may issue a promissory note to the Western seller. To
generate cash and to avoid the risk of interest rate and exchange
rate fluctuations, exporters generally sell the paper at a
discount in secondary financial markets. Some countries such as
France and the United Kingdom provide extensive govérnment—backcd
schemes.for refinancing medium-tefm supplier credit. In some
other countries, government discounting facilities may be
inadequate or expensive or they may require the exporter to bear
some of the risk of nonpayment by the importer. Under these
circumstances, recipients of promissory notes often make use of

the a forfait market.

Andrew Large: "The Role of Eurocurrecncies in East-West Trade",
Moncy and Finance in Iast and West. C.T. Saunders (editor); the

Vicnna Institute f[or Comparative Economic Studies: Workshop
Paper Vol 4; (Springer Verlar: New York; 1978).

NATDO UNCLASSIFIED
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17, Forfaiting is a method by which a series of promissory notes

or trade drafts, usually maturing over a period of five years, is --
discounted. The g.forfait market permits an exporter who is the
recipient of a promissory note to sell the paper to a bank or
other financial institution with the provision that there can be
no recourse to the exporter in the event of default by the
importer. The sales are usually made at a fixed discount rate.
Because of their relatively high yield to maturity the discounted
notes often enter the investment portfolios of nonbank financial
institutions, private inVestors, or conmercial bank trust
accoﬁnts.

18, With the exception of Hungary, all Soviet bloc countries use
promissory note financing to some degree. A considerable volume
of Soviet, Polish, East German, Czech, and Romanian paper has
been discounted in the a forfait market; there is little trading
in Bulgarian notes since these are normally refinanced through
bank-to-bank credits from Western‘banks to the Bulgarian Foreign
Trade Bank. The amount of new East European paper entering the
market grew during the early and mid-1970s, but has declined
since 1976. The dropoff reflects (a) the availabiliti of lower
cost direct financing from highly liquid Euromarket banks and (b)
the concern felt by bloc foreign trade banks about the existence’
of large secondary markets in their paper and the impact that
this might have on their overall credit raiing.

19, Estimates vary for the total value of Soviet/East European

supplier credit outstanding in the West. A portion of these

DECLASSIFIED - PUBLICLY DISCLOSED - C-M(2008)0116(INV) - DECLASSIFIE - MIS EN LECTURE PUBLIQUE

credits is held by Western banks and is reported to the BIS as
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claims on the respective Soviet bloc countries. Our estimates
for supplier credit financing refer only to the remaining
portion, which we assume to be held by Western exporters, nonbank
financial institutions, or private investors. (See Table 2 for

estimated promissory note placements outside Western banks.)

Table 2
(Million US §)

USSR/Eastern Europe: Promissory Notes Placed in the West1

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979

Bulgaria 25 25 25 25 50 125 75 50 50 50
Czechos -

lovakia 75 75 100 125 175 200 175 200 175 175
East Germany 75 100 100 125 150 175 175% 175 150 170
Poland 50 75 125 250 375 475 350 325 225 225
Romania 100 100 125 125 150 150 100 75 75 115
USSR 100 100 100 200 S00 500 500 500 400 400

" loans from the United Aréb Emirates. (U)

Notes neither held by Western banks nor covered by official
credit guarantees.

Other Borrowing

20. In addition to the use of supplier credits, the East
European countries have obtained loans from sources that neither
report to the BIS nor are included in summary reporting of
government-supported credits. Middle Eastern financial centers
rank among the most important of these sources. Bulgaria,
Romania, and P>land have received project developmenf loans from
Iran. On a number of occasions since 1974, the Kuwait Investment
Company has managed bond and private placement issues for

Hungary, Poland, and Romania; Poland and Hungary have also raised

NATO UNLILASITIFIRD




NATO UNCLASSIFIED

AC/127-D/637 1l

21, Besides the Middle Eastern placements, the East European

countries have floated bond and note issues in the international °
bond market. Since Eurobond issues and notes are sold primarily

o government and private institutions and individuals rather

han to commercial banks, we assume that little of this borrowing

s covered in the BIS surveys. (See Table 3 for East European

ond issues.)

Table 3

Eastern Europe: International Bond and Note Placements

(Million US $)

1972 1973 1974 1975 1976 1977 1978 1979

oland -- -- -—- -- 47 81 30 48

ungary 50 -- 40 101 25 175 - -

ISCLOSED - C-My(2008)0116(INV) 4DECLASSIFIE - MIS EN LECFURE, PUBLIQUE

omania -- -- - 100 - - ——— -

LD

- RUBLIC

2. Other possible lenders not covered by current BIS reporting
nclude Finland and Spain as well as the Singapore branches of
uropean and Japanese banks. These institutions probably hold

ome claims on the East European countries, but the amounts

DECLASMFIED

nvolved almost certainly are small.
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Double Counting

23. An unrecsolved problem in interpreting BIS statisties is the
possibility that some portion of assets reported by member banks
to the BIS are backed by government credit guarantees. The BIS
itself seems to be in the dark on this question because it has
provided conflicting information to different researchers.
Apparently, reporting procedures vary by country, and various
official credit guarantee programs impact differently on member
bank accountipng practices.

24. We assume that officially supported credits have not
cons%ituted a sizable share of Western bank lending to the USSR
and Eastern Europe. There sre indications that a portion of
officially supported credits held by French and Japanese banks
are reported to the BIS, as are all officially supported
nonsterling credits held by British banks and all officially
guaranteed US credits. To date, however, US banks have not
reguested official credit guarantees on thei£ loans to the USSR,
and the amount of guaranteed US ‘lending to Poland and Romania is
small. The amount of United Kingdom loans not denominated in
pounds sterling reportedly is minimal.

25, From available data on officially-backed export credits, we
have attempted to estimate that portion of French, Japanese,
Belgian, Swiss, Dutch, and Swedish bank lending that is also
counted under our estimates of officially ﬁupported debt. Since
we lack authoritative information on the amount of double
counting, our estimates are subject to a wide range of error.
For example, in 1979 we allowed for $900 million in double

NATO UNCLASSIFIED
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AC4%21 DL6BZstimatin8 the USSR's debt; our feeling is that the

actual total probably ranged betwecen $700 million and $1.5

billion.

IBEC and IIB Borrowing Reported in Data for the USSR

QUE

326. Most Western banks include their positions vis-a-vis CEMA's
nternational Investment Bank (IIB) and International Bank for

conomic Cooperation (IBEC) in their Soviet position as reported

CIHRELRUB

So the BIS. Eastern Europe, however, has been the recipient of a

%ajor share of the borrowings by these two banks and presumably

S

Bears the debt service costs. Given the sizable borrowings by

H
o
o
§
o
£
=}
x
7]

in recent years, treatment of their borrowing has
major impact on the calculation of Soviet/East European debt to

he West.

- DECLASSI

27. Using published IBEC and 1IB balance sheets, we attempt to

NV)

timate the portion of Western bank assets reported with respect

the USSR that actually represents lending to the two

-
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We subtract these amounts from reported
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gommercial debt position excluding contingent liabilities with
gespect to IBEC and IIB. (Appendix B describes the IIB and IBEC
Ealance sheets and our estimative methodology.)

ggs,cnher assumptions regarding Soviet liability from IBEC and
§IB borrowing are possible. By invoking the so-called umbrella
Epeory one could argue that the Soviet Union would assume
g%sponsibility for the solvency of the banks and that, as a
E%sult, Western bank Iiabilitigs vis-a-vis IBEC and the !IB

&3
properly belong jn the Soviet position. One could impute a legal

NATO UNCLASSIFIED
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responsibility. The USSR holds a 40-percent share in the two

banks and presumably would be legally accountable for 40 percent
of the banks' liabilities.

29, We prefer to treat the banks separately. We estimate that
the USSR is a nominal borrower from the CEMA banks; in all
likelihood, IIB and IBEC have reloaned a major share of their
hard currency borrowings to those East European countries that
could not borrow at rates as favorable as those the CEMA banks
have been able to obtain. CEMA bank liebilities to the West are
matched, in effect, by CEMA bank assets vis-a-vis non-Soviet CEMA
members, and the hard currency indebtedness Qf these banks should
be allocafed to those non—Soviet‘borrowers. We discuss below the
available information on East European hard currency.indebtedness
to the CEMA banks.

Structure of Commercial Debt

30.0ur estimates for fhefstructu;e of Soviet bloc coqﬁmrcial
debﬁ derive principally from the BIS survey of the maturity
structure of Western bank assets. The total number of banks
surveyed in these semiannu&l maturity structure reports is
slightly smaller than the number covered in the quarteriy BIS
reports on bank claims and liabilities. Thus,'to estimate the
structure of USSR/East European debt, we apply the percéntage
distribution of débt by term obtained from the June 1979 maturity
breakout to the BIS quarterly report statisfics. Using this
imputed term structure as a base, we then adjust for residual
liabilities, promissory note financing, other borrowing, and

double counting to derive the structure of commercial debt. For

NATO UNCLASSIFIED
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Swiss bank claims and double counting, we adopt the same maturity

distribution as that of the BIS survey. We assume a five-year

gnmturity for our estimates of promissory note drawings, except

o
gfor Poland since 1977 where the term of forfaited notes has
=)

other liabilities are less than one year.
31. In interpreting the maturity structure of commercial debt,
one must realize that debt due in 1980 includes not only

repayments on medium-term credits but also a sizable amount of

SSIFIE - MIS EN LECTURE

jshort—term time deposits and trade drafts. Since the latter
~§credits are normally rolled over on & continuing basis, the

énmiurity distribution may give an exaggerated view of debt

éburden. The amount of debt due in 1981 and after 1981 provides a
N :

i

%somewhat clearer indication of whether a country's repayment

© .

gobligations are bunched or stretched out.

L'JEStimating: Soviet Bloec Debt Backed by Western Guarantees

éOfficiallgfbacked Export Credits

32. Export credits backed by Western government guarantees
account for the lion's share of officially-supported\lending to
the USSR and Eastern Europe. Our estimates for this portion of
Soviet bloc debt are based on an analysis of unpublished data.
From various statistical sources, we derived for the 1970-78
period new commitments of guaranteed credits, drawings on these

credits, outstanding undrawn commitments, outstanding debt, debt

service (repayments of principal and interest), and total

DECLASSIFIED - PUBLICLY DISCLO

exposure. Since we must make a number of simplifying

NATO UNCLASSIFIZED
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assumptions in computing these totals, we ascribe a 10-percent

range of error to our estimates. Debt estimates for yearend 1975
are largely extrapolations of past trends.

33, The information on commitments apparently refers in part to
offers of Western credit for specific projects. The estimate of
country exposure -- as measured by total commitments reported by
Western governments ~-- is inflated to the extent that Western
commitments of future c¢redit have not been matched‘by-orde}s for
Western equipment, pipe, or other products.

Official West German Credits to Eastern Europe

34, In addition to guaranteed export financing, the West German
government has pfovided government-to-government loans to several
East European countries. The Deutsche Bundesbank published in
1976 the total amount outsfanding on these credits to Eéstern
Europe at yearend 1975.* The amounts outstanding in other years
can be computed from West German balance-of-payments statistics
which show both anﬁual repayments and drawings. The official
West German statistics do not break out these totals by
individual country; however, drawings and repayments by recipient
can be inferred from press reports. ’

35,Bulgaria apparently borrowed 335 million deutsche marks (DM)
in the middle and late 1960s to refinance a sizable debt to West
German suppliers.. It repaid 137 million DM in 1971-72 and
probably an additional 80 million DM in 1977. Romania borrowed
i00 million DM in 1970 and 200 million DM in 1973. Of the 300

-k am ws wm o e En ap G oy mn e W M me e Ge wm e W E w . we w

* Monthly Report of the Deutsche Bundesbank, vol. 28, No 7, July
1975, p. 11.

NATO UNCLASSIFIED
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million DM borrowed, an estimated 150 million DM have been

repaid. Finally, Poland concluded an agreemcnt in late 1975 to
borrow 1 billion DM as help in financing its sizable amount of

thstanding West German supplier credit. West German balance-of-

1Q

phyments statistics show official credit drawings of 340 million

in 1975 and 330 million IM in 1976 and 1977, presumably by

land.

East German Debt to West Germany on the Swing Account

Our estimates of government-guaranteed export credits

AMISEN LECTPREPU

flect West German credits to East Germany insured and financed
the official organizations GEFI (Gesellschaft zur Fiﬁazierung

n Industrieannagen mbH) and Treuarbeit AG. However, these data
not include'East German liebilities under the interest-free
ihg account. The ceiling on this credit facility stood at 850

llion DM at yearend 1978. Statistics published by the West
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amount of credit.

Polish Debt to the United States Under the PL-480 Program

OSED

§37- Poland's debt to the United States under the PLf4éO Program
é%presents the unpaid balance on a very long term interest-free
Eﬁne of credit totaling $520 million used in 1957-64 to finance
g;ports of US grain and other agricultural products. By
%?recment, a portion of the zlotys acquired by the US Treasury in
é%yment for the purchases have becen used for paying expenses of
€§c US Embassy in Warsaw, for paying social security pensions of
&

retirces who have returned to Poland, and for financing US-
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o -



x

)

DECLASSIFIED - PUBLICLY DISCLOSED - C-M(2008)0116(INV) - DECLASSIFIE - MIS EN LECTURE PUBLIQUE

NATO UNCLASOSIFIED

~21~ AC/127-D/637

supported projects'in Poland; Warsaw must repurchase the
remainder of the zloty balance held by the US Treasury with
dollars. The amount outstanding -- approximatély $130 million at
yearend 1979 -- is included in Polish liabilities in hard
currency because even the portion not repaid in US dollars will
largely replace dollars thatAthe United States would have
otherwise spent in Poland.

Romania's Use of IMF and World Bank Credit Facilities

38. Romania is the only East European counry belonging to the
IMF gnd World Bank. Since joining the IMF in 1872, Bucharest has
made considerable use of the Fund's credit facilities. Romania
drew its gold tranche of 47.5 million Special Drawing Rights
(SDR) and first credit tranche of 47.5 million SDR in 1973.
Bucharest added to its obligafions in 1975 when it acquired 40
million SDR under a standby credit facility. Heaviest use of IMF'
facilities came in 1976 when the Romanians drew 150 million SDR
con;isting of the rémaining two credit tranches under its
original quota of 190 million SDR plus an additional 45 million
SDR from the standby.credit facility. Romania drew 72.5 million
SDR in 1977; 39.1 million SDR in 1978, and 41.3 million SDR in
1979. Bucharest repaid 145 million SDR in 1977-79 leaving
repayment obligations at yearend 1979 of 293 million SDR,
equivalent to $38$ million,

39, Romania has also received long-term pfoject development
loans from the World Bank. Most of the loans have 15-25-year
maturities with grace periods of up to five years and carry

interest rates of 7.25 to 8.50 percent. As of 30 June 1979,
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World Bank commitments to Romania totaled $1,177 million for 22

projects with actual drawings equal to $563 million.

The Results: Soviet Bloc Hard Currency Debt

40, Based on the procedures outlined above, we estimate that
Soviet bloce's gross hard currency debt to the West grew from $8.4
billion at yearend 1971 to $77.1 billion at the end of 19794 o
(Table 4). During the same pefiod, hard currenecy holdings in the
West rose from $2.4 billion to $12.5 billion, yielding an
estimated net debt of $64.5 billion at yearend 1979. The growth
of debt was particularly fast in 1974-75, when gross liabilities
rose at an average of more than 50 percent annually. During the
other years of this period, the growth rate was less than 35
percent per year.

Ql. Most of the inerease in debt to thevWest has resulted from
commercial borrowing, principally from Western banks. In 1971,
commercial liabilities totaled $5.3 billion, or roughly 60
-percent of gross debt. By the end of last year these borrowings
had grown to $60.2 billion, or nearly 80 percent of gross debt.
Official and officially guaranteed éredits totaled $16.2 billion
at yearend 1979 as opposed to $3.9 billion at yearené 1971, but
had fallen as a share of total debt from just over 45 percent in
1971 to 21 percent in 1979. Romania's use of IMF special drawing
rights and World Bank loans totaled $0.9.billion at yearend 1979,

1 percent of Soviet bloe debt.
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Million US §

1971 1972 1973 1974 1975 1976 1977 1978 1979 !

Total

Gross 8,357 11,047 14,965 22,317 36,401 47,661 $6,577 68,945 77,130

Net 5,987 7,518 10,570 16,175 28,898 38,869 48,244 58,304 64,660
Bulgaria

Gross 743 1,009 1,020 1,703 2,640 3,198 3,707 4,263 4,500

Net 723 909 897 1,360 2,257 2,756 3,169 3,710 3,730
Czechoslovakia

Gross 485 630 757 1,048 1,132 1,862 2,616 3,206 4,020

Net 160 176 273 640 827 1,434 2,121 2,513 3,070
East Germany

Gross 1,408 1,554 2,136 3,136 5,188 5,856 7,145 8,894 10,140

Net 1,205 1,229 1,876 2,592 3,548 5,047 6,159 7,548 8,440
Hungary .

Gross 1,071 1,392 1,442 2,129 3,135 4,049 5,655 7,473 8,020

Net 848 1,055 1,096 1,537 2,195 2,852 4,491 6,532 7,320
Poland

Gross 1,138 1,564 2,796 4,643 8,014 11,483 13,967 17,844 21,100

Net 764 1,150 2,213 4,120 7,381 10,680 13,532 16,972 20,000
Romania

Gross 1,227 1,249 1,611 2,693 2,924 2,903 3,605 5,219 6,950

Net 1,227 1,204 1,495 2,483 2,449 2,528 3,388 4,990 6,700
USSR

Gross 1,807 2,409 3,749 5,176 10,578 14,853 15,728 17,227 17,200

Net 582 555 1,166 1,654 7,451 10,115 11,230 11,217 10,200
CEMA Banks

Gross 478 1,240 1,454 1,789 2,790 3,457 4,154 4,819 5,200

Net

Preliminary. ’
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42, fThe size of debt reveals little about a country's ability to

meet its financial obligations and to sustain needed imports. To
gprovide perspective on each country's debt, we have calculated
gseveral indicators of hard cufrency debt burden (Table 5).
§443. The debt service ratio is the customary measure of
solvency. For each East European country, we have computed
ratios of hard currency debt service to earnings from merchandise
exports to all non-Communist countries. Soviet earnings consist
of hard currency revenue from merchandise exports, gold sales,
arms deliveries transportation and tourism. Service payments
comprise estimated interest on total outstanding debt plus
estimated repayments of principal on government-supported debt
and estimated repayments on medium?and long-term commercial debt.

44, To calculate annual interest payments on commercial

6(INV) - DECLASSIFIE - MIS EN LECTURE

A

borrowings, we apply the average annual London Interbank Offer
Rate (LIBOR) against average debt for the year. " We applied fixed

"interest rates in-calculating interest payments on officially

- C-M(2008)01

supported debt; an average annual rate of 6.5 percent was assumed
for credits drawn in 1971-75 and an average annual rate of 7.2
percent was used for credits drawn in 1976-78. We e;timated
repayments on medium-term commercial credits largely from the BIS

maturity surveys. Repayments on official credits were estimated

using average maturities of between 5 and 8 1/2 years.

DECLASSIFIED - PUBLICLY DISCLOSED

NATO UNCLASSIFIED
=20




I3

'3

DECLASSIFIED - PUBLICLY DISCLOSED - C-M(2008)0116(INV) - DECLASSIFIE - MIS EN LECTURE PUBLIQUE

-.g -

USSR and Eastern Europe:

NATO

UNCLASSIFIED

Tuble 9

Measures of Debt Burden
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Debt Service Ratio

Debt to Export Ratio

Debt Service to Drawings

Net Transfer

Percent Percent Percent Mitlion US §

1972 1979 1972 1979 1972 1979 1972 1979

Bulgaria 36 38 198 195 46 136 212 -233
Czechoslovakia 10 22 46 112 56 65 106 429
East Germany 18 54 95 223 85 94 53 171
Hungary 14 317 140 239 317 131 243 -293
Poland 15 92 87 334 44 ‘ 85 352 1,056
Romania 27 22 99 130 125 51 -68 1,130
-USSR 14 18 68 64 52 168 432 -1927
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45, The debt service ratio, however does not address the

question of future debt burden. Debt-to-export ratios are often
used &8s a benchmark for the burden of outstanding debt over
fme. We have estimated debt-to~export ratios for the 1972-78

eriod, using earnings from merchandise exports to non-Communist

I%SLI(;.UE

countries as the base for Eastern Europe and total hard currency
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We also calculated that portion of

ew drawings used to service existing debt to measure the extent

INY) -

o

=to which a country is roiling over its hard currency debt. These
wo measures move together; a large positive net transfer implies
orrowing in excess of roll-over requirements, while a negative
et transfer implies borrowing below the amounts required to meet
ebt service obligations.

Individual Country Positions

. The following sections briefly review each country's

B ol
3

fnancial position as reflected in our estimates of (a) debt to

UBLJCLY DISCLQSEDRy C-}(2008)011¢

“the West and (b) debt burden. Appendix A contains complete
2 .

Rables summarizing the estimates of debt, debt burden, and
=

$haturity structure for each country.
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USSR
48, We estimate yearend 1979 gross Soviet debt at $17.2 billion
and net debt at $10.2 billion. In 1971-74 Soviet debt backed by
official credit guarantees gréw steadily to $2.4 billion;
Moscow's commercial financial transactions showed a surplus,
yielding a net debt of $1.7 billion at the end of 1974, '
Beginning in 1975, however, the USSR made extensive use of
Western commercial credit facilities. Indebtedness on this
account grew by $7.5 billion in 1975-78, but declined by $800
million last year. Concurrently, the Soviet Union increased its
use of officially supported credits as outstanding government-
supportea debt rose by $5.1 billion in 1975-78 to $7.5 billion.
Most of the growth in total Soviet debt occured in 1975-76. A
slowing of import growth and a substantial upswing in earnings
from energy exports, arms shipments, and gold sales enabled the
Soviets to hold down new borrowing in 1877-79. Net debt dropped -
sharply in 1979 as Moscow built its deposits in Western banks to
a record $7.0 billion.
49, The USSR's heavy borrowing in 1975-76 produced a net
resource transfer of nearly $8 billion, but carried with it the
cost of rising debt service. Between 1974 and 1979, repayments
on principal and interest rose from 12 percent to 18 percent of
Soviet hard currency earnings. The slowdown in new borrowings
over the past three years -- coupled with higher commercial
interest rates and the USSR's decision to prepay some of its

Eurodollar syndications -- resulted in a net outflow of financial

NATO UNCLASSIFIED
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resources reaching $1.9 billion in 1979. Moscow's financial

conservatism and the sizable growth of Soviet hard currency
revenues reduced the Soviet debt-to-export ratio from a high of
108 percent in 1976 to 64 peréent in 19789.

Poland
50. Polish gross debt grew from $1.1 billion at yearend 1971 to
$21.1 billion ($20.0 billion net) at the end of 1979. Polish
borrowing grew at a particularly high rate between 1972 and 1976,
when it rose from $1.6 billion to $11.5 billion, or by an average
annual rate of more than 60 percent. Although Warsaw's
obligations grew by an additional $9.1 billion in 1977-79, Poland
at least slowed the rate of increase in its liabilities to less
than 25 percent a year, less than the average for the other East
European countries.
51, Over 70 percent of the growth in Poland's debt between 1971
and 1979 resulted from commercial borrowings. Warsaw has been
the leader among the East Europeans in the use of syndicated
credits, raising more than $2.7 billion from this type of
borrowing.
52. official and officially backed credits make up hearly one-
fourth of Warsaw's gross debt -- the lafgest share of any East
European country. Poland's $5.1 billion in official debt at
yearend 1978 consisted of $4.4 billion in government-backed
export credits (including obligations to the United States under
the CCC program), $0.7 billion in West German government-to-

government credits, and PL-480 obligations to the United States.
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53, The measures of debt burden graphically delineate Poland's
mounting difficulties in managing its debt. In 1971, Poland
enjoyed low debt to export and debt service ratios in comparison
with the other bloc countries. The heavy borrowing of the mid-
1970s yielded a sizable net transfer of resources, but the rapid
growth of debt in relation to the increase in non-Communist
exports presaged worsening problems in servicing debt. By 1979,
repayment and interest obligations equaled 92 percent of non-
Communist exports -- by far the highest ratio among the bloc
countries. Although new credit drawings remained sizable,
Warsaw's ability to effect a positive resource transfer
deterioréted in 1976-79. 1In effect, 85 percent of every dollar
borrowed went to servicing debt in 1979 -- and not to acquiring
real resources -- compared with roughly 35 percent in 1973-76.
54. The sheer magnitude of the obligations scheduled to mature
over the next several years will strain Warsaw's finances. The
Poles had some $4.8 billion in undrawn credit commitments from
Western governments at yearend 1978. Of course, almost all of
these commitments are tied credits and thus of little help in
servicing debt. However, these available credits -- particularly
if Warsaw can arrange to use them for purchasing its most
necessary Western imports -- can help the Poles as they struggle
to sustain needed imports and service outstanding debt over the
next several years,

East Germany

55, At yearend 1979, the GDR's gross debt totaled $10.1

billion., The East Germans held $1.7 billion in Western banks
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leaving a net debt of $8.4 billion. Roughly three-fourths of
East German debt stems from borrowing from Western commercial
banks, much of which has been in the form of medium-term
credits. Syndicated loans to the GDR between 1972 and 1979
totaled $2.5 billion. While government-guaranteed export credits
account for less than 10 percent of East German debt, the GDR
inecreased its use of these credits in 1977-79, and the amount of
outstanding conmitments nearly tripled between 1975 and 1978,
Having accumulated over $2 billion in undrawn commitments, the
GDR may be planning to step up its use of this financing source
in the near future.

56. The GDR has increased its hard currency debt at a much
higher rate than exports to noncomnmunist countries since 1972,
pushing the debt to export ratio from 95 percent in 1972 to 223
percent in 1979 The GDR's debt service ratio has jumped sharply

since'1976, reaching 54 percent last year. Mounting debt service

"has cut the GDR's-net resource transfer from a high of $1.7

billion in 1975 to only $171 hillion in 1979,
Hungary \

57. Hungary's gross debt was $8.0 billion at yearend 1979; net
debt totaled $7.3 billion. Almost all of these liabilities are
owed to Western commercial banks. Approximately $1.9 billion of
the $6.5 billion raised by the Hungarians from Western banks
between 1971 and 1979 were syndicated credits. Budapest has also
tapped the international bond market, raising $400 million since
1971 through Eurobond issues and note placements with Middle

Eastern lenders. The Hungarians apparently have avoided the use
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of medium-term supplier credits and made only minimal drawings on

government-backed credits. . ' .-
58. Despite a sizable debt to export ratio, Budapest before 1978

had succeeded in holding its debt service ratio below 30

percent. Because of heavy reliance on Eurocurrency financing,

the runup of Euromarket interest rates boosted Hungary's debt

service costs sharply in the past two years bringing the debt

service ratio to 37 percent. Nevertheless, Hungary does not seem

to face any immediate problems in managing its debt, as

repayments on its medium-term borrowings from Western banks

appear to be well stretched out.

Czechoslovakia

59. Czechoslovakia has the lowest level of debt ($4.0 billion
gross, $3.1 billion net) among the Soviet bloc countries.
Between 1871 and 1975 -- when the other bloc countries were
experiencing sizable increases in their hard currency
.indebtedness -- the Czechs held to a cautious borrowing policy
and had accumulated a gross debt of only $1.1 billion at yearend
1975, Prague's financial conservatism was particularly evident
with respect to commercial bank borrowing. Before 1376, the
Czechs were either net creditors of or virtually in balance with
Western banks. The CSSR relied primarily on supplier credits and
Western government-guaranteed loans to finance its trade. Since
1975, the Czechs have been much more active borrowers, increasing
their total outstanding liabilities by $2.9 billion. In contrast
with Prague's earlier practice, a major share of recent borrowing

has come from Western banks.
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60. Thanks to its financial conservatism, Prague enjoys a low
debt service ratio. Although the upswing in borrowing has
boosted the CSSR's debt-to-export ratio from 43 percent in 1973
to 112 percent in 1979, the Czéch position seems healthy. The
debt service burden will inerease in the future as repayments
come due on the $1.1 billion in syndicated credits raised by the
CSSR between 1975 and 1979, But -- as the maturity structure
data demonstrate -- the greater portion of Czech bank liabilities
are short term, and repayments on medium-term borrowing will not
be sizable in the near future.

Bulgaria
6l, We éstimate Bulgaria's yearend 1978 gross debt at $4.5
billion and net debt at $3.7 billion. Up to 1974, Bulgaria
managed to hold down the growth of its debt, which had risen at a
high rate in the mid-1960s. In fact Sofia was able to repay in
1971-72 nearly half of the 335 million DM of West German official
ecredits borrowed in the middle and late 1960s to cover payments
to West German suppiiers. Beéinning in 1974, Bulgaria debt again
began to rise at a high rate. However, after growing $3.2
billion in 1974-78, gross debt increased by only $200 million
last year, and net debt remained constant.
.62. Throughout the period covered by our estimates Bulgaria has
shouldered comparatively high debt service and debt-to-export
ratios. These ratios reflect to a large extent Bulgaria's low
export earnings since the éctual value of debt service costs is

not high. While the country's external financial position -- as
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1978, Sofia may take some comfort from the fact that its allies

generally have experienced greater deterioration. In fact, the
Bulgarians hAve succeeded in boosting hgrd currency exports
sufficiently to cut their debt to export ratio from 302 percent
in 1976 to 195 percent in 1979, and they reduced the debt service
ratio from 46 percent in 1978 to 38 percent last year despité
higher Euromarket interest rates.
Romania

63. Romania's gross debt fof yearend 1979 is estimated ét $7.0
billion and its net debt at $6.7 billion. .Gross liabilities to
the West grew steadily from $1.2 billion in 1971 to $2.9 billion
in 1975. Debt was held constant in 1976 but climbed sharply in
1977-79. Romania's borrowing from Western banks -- particularly
before 1977 -- wag comparatively small. In 1977-79, however,
Bucharest tapped Western commercial bénks for $2.9 billion; about
half of this borrowing céme from the longer term end of the
ma;ket as Romania raised $1.5 billion in syndications over the 3-
year period. Through 1975, government-backed export credits
accounted for a significant share of liabilities, but Bucharest's
reliance on this financing has declined subsequentlf.
Outstanding liabilities to the IMF ($385 miilion) and the World
Bank ($560 million) now account for a greater portién of Romanian
debt than Western officially backed credits ($905 million).

64, Qur estimates indicate that Romanié improved its financial
position appreciably between 1972 and 1976. Bucharest cut its

debt service ratio from 27 percent to 18 percent by taking
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advantage of (a) the IMF's concessionary balance-of-payments
financing, (b) long-term low-cost West German official credits

gand Wor1d Bank development loans, and (e¢) Western government-

Q

Ebacked credits. Romania also cut its debt to export ratio from

PU
©
©

percent to 87 percent by increasing hard currency exports

faster than debt accumulation. The heavy bank borrowings of the

past three years have produced an increase in debt burden, but
for now Romania appears to have a reasonably solid financial
position.

Assessing the Accuracy of the Estimates

5, DBecause of the improving quality of Western statistics on

(o)}

the Soviet bloe's finéncial activities, we believe that our
estimates are reasonably acu;ate, particularly for more recent
years. We acknowledge that the lack of summary data on a few
significant debt components (for example, promissory notes and
other commercial borrowings not reported to the BIS) and the need
to make assumptions in interpreting some of the available
reporting introduce the possibility of error. For this reason,
our estimates are more properly viewed as having a range of error
of roughly 10 percent. 1In other words, we estimate the USSR's
gross hard currency debt at $17.2 billion, but believe that the
true value probably falls between $15 billion and $19 billion.
66. In interpbeting and comparing these. estimates with those of
other researchers, one should keep a few caveats in mind. Because
of (a) the gradual expansion of the BIS reporting area, (b) more

complete country-by-country breakouts, and (c¢) the widening scope
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estimates of banking positions are not entirely consistent on a

year-to-year basis. For example, the source from which we .-
adopted the estimates of pre-1974 commercial banking claims and
liabilities suggests that these totals may overstate Czech asseta
and understate Romanian liabjilities.*

67. The lack of data on supplier credit financing makes the
estimates of East European indebtedness on this account highly
tentative. In comparison with the estimates of other

researchers, our totals tend to be low because we believe a

sizable share of discounted notes appears in BIS reporting. 1If

we a;e overly conservative in this judgment our estimates for

Czech, Romanian, and Polish debt may be understated --

particularly before 1976.

East European Hard Currencv Borrowing From IIB and IBEC

68, CEMA's two international banks, the International Investment
Bank (IIB) and the International Bank for Economic Cooperation
(IBEC) have not reported detailed information on how their hard
currency borrowings have been distributed among the CEMA member
states. Nevertheless, in the case of the I11B, the bank has
published data in its annual reports that permit estimation of

each country's obligations to the bank.
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® Brainard, Lawrence J., "Criteria for Financing East-West
Trade,”" Tariff, Legal, and Credit Constraints on East-Wcst
Conmmercial Relations, edited by John Hardt (Ottawa, Canada:
Institute of Soviet and East European Studies, Carlton
University) pp. 10-11.
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69. The 1IB provides medium- and long-term credits to its member
countries for projects of joint interest to the CEMA community.
gThese credits may be granted either in hard currency or in CEMA's

transferable rubles. Using both published and unpublished
information we have estimated Eastern Europe's hard currency
exposure to the IIB (Table 6). Net exposure equals gross
liabilities less the position of each country's membership quota

in gold and convertible currencies. We have not inecluded

S EN LECTURE PUBLIQ
0
o
Q.

Ethese obligations in our estimates of hard currency debt given in
\ETable 4 and Appendix A because they are.indirect obligations of
the individual countries to the West.

70.Much of this indebtedness resulted from construction of the

- DECLASSIF

Orenburg gas pipeline -- the premier project funded by the IIB.

In 18975-78 the bank raised $2.5 billion in five consortium loans,

116(INV)

0
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]

2o0stensibly to cover the hard currency costs of pipe and equipment

8

(=
Sfor building the pipeline from the Soviet natural gasfields at

OOrenburg to the USSR-CSSR border. In return for long-term Soviet

D

gnatural gas deliveries, the East European countries agreed to
finance the hard currency costs, recéiving the neceséary loans
from the I1IB. |

71.In recent months, the I1IB has prepaid and refinanced a major
portion of its 1975-77 borrowing at new extended maturities and

lower interest spreads than those of the original loans. This
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is almost certainly intended to stretch out Eastern

ﬁEurope's repayment obligations and lower interest costs on
Q

goutstanding debt rather than to finance new projects.
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Table XF 6 Million US §
Eastern Europe: Net
Hard Currency Exposure
to tac 1iB ) o
- 1972 1973 1974 1975 1976 1977 1978
w;ri: .
Borrowings 1 6 16 85 196 326 35
Capital
contribution 6 12 12 12 12 12 13
Net exposure B -6 4 73 184 314 338
Czechoslovakia
Borrowings [ 13 26 9§ 202 331 27t
Capital )
contribution 7 16 18 18 18 18 20
Net exposure -1 -3 8 77 184 313 251
East Germany v
Borrowings 3 6 12 83 193 324 374
Capital '
contribution 10 22 25 2§ 25 25 27
Net exposure -7 -16 -13 S8 163 299 247
ungary
Borrowings b 1t 2! 89 198 327 364
Capital
contribution - - 5 10 12 12 12 12 13
Net cxposure 0 1 9 77 186 315 351
Poland
Borrowings 3 6 17 87 196 327 396
Capital
o_o_n}_ril_)_ulion 7 15 17 17 17 17 _I_9_.
Netewposure  —4 =9 0 70 179 310 477
Romania
Borrowings 6 13 26 63 121 192 193
Capital T
g_onlfibq(i_on R} [ 7 7 7 7 .4
Net exmnure 3 7 19 36 114 18—5__!;5

NA.TO UNCLASSIFIE

-3

AC/127-D/637



NATO UNCLASSIFIED
AC/127-D/637 ' =38~
‘ 1BEC

72; IBEC extends two types of credits -- settlement and term
credits -- to help member countries finance their trade.
%;ttlement credits are revolving credits issued to cover
é%mporary earnings shortfalls. Term credits, on the other hand,
%?rry fixed maturities of up to three years and are used to
ﬁﬁnance more fundamental trade disequilibriums.

E;B. IBEC's hard currency lending has risen steadily during the
§§705 from $0.7 billion in 1971 to $3.7 billion in 1978 (Table
é%. Although IBEC has taken shares in consortium loans for :
%%veral developing countries and holds,some cash on depo;it in
&%stern banks, the bulk of its hard currency claims undoﬁbtedly
E;present lending to CEMA members. Roughly,Bp_ggrcent of these
funds are timevdeposits, which probably carry maturities of iess
than one year; the remainder are subsumed under "credits

ovided"” on IBEC's balance and probably carry maturities of one

2008011

E? three years.
ﬁbh. The growth of IBEC's hard currency lending has closely:

A
fbllowed the rise in overall Soviet bloc indebtedness to the

sé&Lo
[7]
([ d

- Unlike the I1B, IBEC has not released any information on
e distribution of its credits by countries. Undoubtedly, a

ven country's level of borrowing may fluctuate widely over time

- PYBLRLYDI

nce much of IBEC's hard currency lending appears to be short-
E?rm deposit placements used to cover a member's temporary
%%yments deficits. Nevertheless, IBEC's borrowing pattern on
%%stern markets suggests some possibilities about the exposure of

8]
fhdividual countries to the bank.

NATO UNCLASSIPFIED
=38~ ' '
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“Table B 7 Miliion US $
Hard Currercy Lending by IBEC
1970 1971 1972 . 1973 1974 1975 1976 1977 1978
Total kzrd currancy lending 741 698 1733 1990 2359 3153 3386 3534 3714
Ii“c_f.jl‘m'_lf placed in banks 681 569 1,392 1,532 1,772 2.426 2,744 2.856 2.966
Credits cxtendzd 60 129 341 458 587 727 €42 673 748
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75 . gstern bankers apparently view the USSR as the

guarantor of IBEC solvency, the bank has probably been able to

raise funds on more favorable terms than CEMA's more [inancially

QUE

strapped members. In other words, IBEC may be a source of
concessionary hard currency balance-of-payments financing for
Eastern Europe. If this is true, one might conclude that
Bulgaria and more recently Poland have made recourse to the
bank's "good offices."” Indeed a recent articie in a Soviet
financial journal stresses that IBEC credits have played an
important role in helping Poland manage its balance of
payménts. This suggests that Poland has accumulated a sizable

hard currency debt to IBEC.*

- DECLASSIFIE - MIS EN LECTURE PUBLI

76. The CSSR, because of its generally healthy financial

%bosition, and Romania, because of its often maverick stance
étoward CEMA institutions and its access to the IMF's facilities, -
)

§have probably made less use of IBEC hard currency credits. The

GDR and Hungary would fall somewhere in between, but apparently
neither has yet encountered severe problems in meeting f{inancial
heeds from its own resources.

77.The USSR would seem to derive less advantage from hsing IBEC
as a borrowing front -- except possibly as a vehicle to
circumvent Western legal limits on bank exposure to a single
borrower at a time of heavy borrowing by the Soviet Foreign Trade

Bank (VTB). 1In this connection, IBEC's heaviest borrowing --

more than 60 percent of its debt accumulation since 1971 --

DECLASSIFIED - PUBLICLY DISCLOSED - C-M

¢ R. Krulikovski, "Kreditnyy mekhanizm MBES na sluzhbe
-integratsii," ﬁEn'gi i Kredit, October 1979, pp. 25-27.
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occurred in 1972 and 1975. .In these ycars, the USSR ran large

current account deficits and needed sizable short-term credits, .
primarily to finance unexpectedly large grain imports.

78, An open question is what -- if any -- role IBEC's
convertible currency operations play in CEMA's hard currency
trade. This trade apparently involves mainly the barter of
above-plan quantities of so-called hard goods -- for example,
commodities that the partners could otherwise market for hard
currency -- althodgh some transactions may involve payment in
hard currency. Given Eastern Europe's mounting need for Soviet
oil ;nd raw materials as well as the growing cost to the USSR of
providing such potential hard currency exﬁorts in soft-currency
trade, the volume of intra-CEMA hard goods trade has almost
certainly been increasing in recent years. The total amount of
outstanding IBEC credit -- in both transferable rubles and hard
currency -- has been rising in step with Eastern Europe's
eccumulating trade deficits with the USSR since 1974. Because
the amount of hard currency credits in total IBEC lending has
been rising, some portion of the growing volume of intra-CEMA
hard goods trade may be financed through IBEC.

79. Although the CEMA countries probably strive to keep their
hard goods trade in balance, imbalances evidently occur. Only
Hungary publishes trade statistics that give an indication of
intra-CEMA hard currency trade; according to these data, Btdépest
has run surpluses in recent years. Although these statistics do
not break out hard currency trade with individual CEMA partners,

a Hungarian press report indicated that more than one-half of

NATO UNCLASSIFIED
3] =
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Budapests's hard currency trade turnover with CEMA in 1978

resulted from trade with the Soviets. Hungary recorded a $58
%ﬁllion hard currency deficit with the USSR, approximately 20
%ercent of its total 1978 trade deficit with the Soviet Union.*
é 80, The financing of surpluses could involve a credit entry in
aavor of the surplus holder on IBEC's books which the deficit
%artner must liquidate througn future additional deliveries -- a
rocedure analogous to the granting of transferable ruble
%redits. If surpluses become a regular occurence, the resulting
ccumulation of future claims rather than hard currency receipts

ould reduce the creditor's ‘interest in hard goods exchange.

onsequently, a portion of IBEC's hard currency operations may

- I CLASSIEIE

nvolve the transfer of hard currency deposits to holders of

Surpluses from intra-CEMA hard goods trade -- with the deficit
Ll
Ll

INW.

%ﬁrtner being respdnsible for repayment to the bank.
S
%81- Largely because of sharply increased prices for its raw

%aterial and energy exports, the USSR has accumulated substantial
%rade surpluses with Eastern Europe (except Romania) since

§974. Soviet trade statistics provide no indication of the
Emount of hard goods trade involved in total commerce Qith

astern Europe. Nonetheless, assuming that (a) some of the

SSR's surplus results from hard goods trade and (b) IBEC plays a

ole in crediting intra-CEMA hard goods exchanges, Eastern Europe

resumably has built up some hard currency debt to IBEC as a

DECLASSIFIED - RFBLECL

n an A -  n w w e wnE E m ne www w anow

®* "Hungary's Economic Coopcration with Socialist Countrics
Discussed," JPRS 73823, Eastern FEurope Report: Economic and
Industrial Affairs, 10 July 1979, No. 191J, pp. 22-31. (CJ)
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resylt of trade with the USSR. The Hungarian trade data indicate

that Budapest has been able to offset hard currency deficits with
the USSR by surpluses with other CEMA partners. For the other
CEMA countries, the size of accumulated deficits since 1974 --
with both the USSR and other East Europecan countries -- sdﬁgest
that the GDR and to a lesser extent Poland, the CSSR, and
Bulgaria hold some hard currency obligations to IBEC resulting

from intra-CEMA hard goods trade.

1110 Brussels.
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Summary Tables for Soviet Bloc Debt -7

The tables summarizing the country debt estimates developed
by the procedures discussed in this paper are presented in this
appendix. The first table in each country's section
disaggregates yearend gross and net debt into various
components: (a) commercial liabilities including borrowing from
banks, promissory note financing, and unspecified other borrowing
less the adjustment for double counting qf officially supported
credits; (b) hard cﬁrrency assets held in Western banks; (c)
Western officially supported credits; and (d) for Romania,
borrowing from the IMF and World Bank. The second table of each
section presents our measures of debt burden. The third table
distributes debt‘by maturity. As discussed above, the maturity
structure breakout includes short-term as well as medium- and
long~term debt. |

The fourth table summarizes our data on Western officially
supported export credits: new commitments, drawings, debt,
undrawn commitments, debt service, and total exposure. The
values for commitments, drawings, debt, and exposure re}er only
to the principal of the loan and not to the stream-of interest
the borrowing country is obliged to pay on that principal. These
tables are not internally consistent, because of minor
discrcpancies and gaps in the original data. For example,

undrawn commitments in 1971 should equal undrawn commitments in

NATRO UNCLASSIFIED



APPENDIX A to NATO U N C“g.A $ S I¢F IED

1970 plus 1971 new conmitments less 1971 drawings. Since we do
not know the reasons for these discrepancies, we have not

@?justed our computed series to make them totally consistent.
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. USSR: Hard Currency Debt
Million US $
1971 1972 1973 1974 - 1975 1976 1977 1978 1979
Commercial debt 407 858 2041 21787 6947 9667 9858 10316 8500
Of which: Liabilities to .
Western banks 207 528 1501 1752 5432 7617 7618 82171 7200
Officially backed debt 1400 1551 1708 2389 3631 5189 5870 6911 7700
Guaranteed export credits 1400 1551 1708 2389 3631 5185 5870 6911 7700
Commercial assets 1225 1854 2583 3522 3k217 -4738 4498 6010 7000
Gross debt 1807 2409 3749 5176 10578 14853 15728 17227 17200
Net debt A 582 555 1166 1654 7451 10115 11230 11217 10200
TABLE A-2
USSR: Measures of Hard Currency Debt Burden
Million US dollars 1972 1973 1974 1975 1976 1977 1978 1979 !}
Merchandise expgrts 2801 4790 7470 7835 9721 11345 13157 19524
Total revenues 3518 6988 9490 10171 13762 16717 19645 27000
Gross debt 2409 3749 5176 10578 . 14853 15728 17227 17200
Principal repayment 306 397 625 969 1386 1975 2352 2800
Interest . 1790 332 508 804 1012 1140 1769 1954
Drawings 908 1737 2052 6371 5661 2850 3851 28217
Net transfer 432 1008 919 4598 3263 -265 -270 -1927
Percent
Debt service as a share of exports 17 15 15 23 25 27 31 24
Debt service as a share of total revenues 14 10 12 17 17 19 21 18
Gross debt as a share of total revenues 68 54 55 104 108 94 88 64
Debt service as a share of drawings 52 42 55 28 42 109 107 168

Py
X

2 Preliminary

Hard currency

P e T i e U

earnings from merchandise

exports, sales of gold and arms, tourism and transportation.
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TabLl, A

Summary Statistics on Government-backed Debt

APPENDIX A to

Million US §

Government -

Total New Total Undrawn guaranteed Debt Total
Commi tments Drawings Cormmi tments Debt Service Exposure
1970 612 450 691 1,114 242 1,804
1971 373 511 616 1,400 329 2,016
1972 717 426 1,020 1,551 395 2,571
1973 1,415 495 2,704 1,708 471 4,412
1974 3,585 1,164 4,959 2,389 671 7,348
1975 2,388 1,972 5,394 3,631 1,014 9,025
1976 4,404 2,611 6,395 5,186 - 1,481 11,581
1977 2,892 1,991 7,168 5,870 1,804 13,036
1978 2,150 2,462 6,848 6,878 2,050 13,726
1979 NA 2,500 NA 7,700 2,364 NA
TABLE A-4 ' :
USSR: Debt Maturity Structure
Million US $
* Due in Due in Due After '
1980 1981 © 1981
Commercial debt 4740 1040 3720
Government-backed debt 1675 1625 4400
Total 6415 2665 8120
Share of Total Debt 37 15 47
(Percent)
i
NATO UNCLASSIFIED
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1971 1972 1973 1974 1975 1876 1977 1978 1979
Commercial debt 420 856 1,851 3,586 6,547 9,159 10,393 13,430 16,000
Of whichs Liabilitles to »
Western banks 195 f41 1,536 2,895 5,230 7,698 8,894 11,963 15,100
Officially backed debt 718 708 845 1,057 1,467 2,324 3,574 4,414 5,100
Guaranteed export credits 370 384 543 783 1,091 1,849 2,921 3,700 4,400
Other 348 324 302 274 376 , 4175 653 714 700
Commercial assets 374 414 583 523 633 803 435 872 1,100
Gross debt 1,138 1,564 2,796 4,643 8,014 11,483 13,867 17,844 21,100
Net debt 764 1,150 2,213 4,120 7,381 10,680 13,532 16,972 20,000
TABLE A-6
Polands Measures of Hard Currency Debt Burden
Million US dollars 1972 1973 1974 1975 1976 1977 1978 1979
Non-Communist exports 1,796 2,529 3,883 4,123 4,441 4,882 $,499 6,335
Gross dcbt 1,564 2,796 4,643 8,014 11,483 13,967 17,844 21,100
Principal repayment 200 299 508 738 1,213 1,968 2,869 3,600
Interest 74 188 395 481 655 919 1,467 2,200
Drawings 626 1,531 2,355 4,109 4,682 4,452 6,746 6,856
Net transfer 352 1,044 1,462 1,890 1,814 1,565 2,410 1,056
Percent
Debt service as a share of exports 18 19 23 30 42 S8 79 92
Gross debt as a share of exports 87 111 120 o184 259 286 324 333
Debt service as a share of drawings 44 32 38 30 40 65 64 85
i e o~ - NATO UNCLASSIFIED ; .
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Poland:s Debt Maturfty Structure -
' /‘.‘ ' "/.: oy
Duec in Due in Due in
1980 1981 1981
Commercial debt 6,760 3,055 6,185
Government-backed debt 1,349 1,219 2,532
Total 8,108 4,274 8,717
Percent
Share of total debt a8 20 ’ 41
TABLE A-8 "
' Poland: Summary Statistics on Government-Backed Debt
Milber. v
t 1GF ) .
Government .
Total New Total Undrawn Guaranteed Debt Total (lh
Commi tments Drawings Commi timents Debt Service Exposure - 1
1970 92.8 416.95 208.5 333.3 110.3 541.8
1971 - 179.17 147.3 146.0 370.0. 144.3 515.9
1972 350.4 151.6 298.2 383.7 169.8- 681.9
1973 §62.1 343.2 840.1 543.0 237.6 1,383.1
1974 1,240.7 501.8 1,532.5 783.3 336.9 2,315.7
1975 1,967.6 571.8 2,008.8 1,091.1 366.7 3,099.8
1976 2,215.6 1,186.8 2,897.4 1,848.8 §94.1 . 4,746.2
1977 3,087.7 1,821.2 4,763.4 2,921.4 996.3 7,684.9
1978 2,028.6 1,807.0 4,837.3 3,700.0 1,368.1 8,537.3
1979 NA 2,000.0 NA 4,400.0 1,802.0 NA
This table-ls Unclassified,
NATO UNCLASSIFIED
¥ A - 'Y
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East Germuny:  llacd Currency bebl

APPENDIX A to

/ o K
e ! !
1971 . 1972 1973 1974 197§ 1976 1977 1478 1979

Commercial debt 855 945 1,510 2,495 4,485 5,043 6,140 7,729 8,800

Of which: liabilitles to . . ' '

Western banks 695 - T20 1,225 2,130 4,000 4,423 $,227 6,712 7,800
Officially backed debt 553 609 626 641 703 813 1,005 - 1,165 1,340

Guaranteed export credits 418 459 426 391 403 493 " 635 745 859

Other : 135 150 200 250 300 320 370 420 490
Commercial assets 203 325 260 544 . 1,640 809 986 ' 1,346 1,700
Gross debt 1,408 1,584 2,138 3,136 5,188 5,856 7,145 8,894 - 10,140
Net debt 1,205 1,229 1,876 2,582 3,548 $,047 6,159 71,548 8,440

TABLE A-10
East Germany: Mecasures of Hard Currency Debt Burden

Million US dollars 1972 1973 1974 1975 1976 1977 1978 1979
Non-Conmunist exports 1,642 2,230 : 3,014 3,062 3,643 3,395 3,750 4,550
Gross debt . 1,554 2,136 3,138 5,188 5,856 7,145 8,894 _ 10,140
Principal repayments 208 276 367 468 708 ’ 867 1,113 1,400
Interest . 93 159 - 271 307 350 435 725 1,075
Drawings 354 858 : 1,367 2,520 1,376 2,156 2,862 2,646
Net transfer ; 53 423 ) 729 1,745 318 854 1,024 171
Percent ! )
Debt service as a share of exports 18 ) 20 . 21 25 29 38 49 $4
Gross debt as a share of exports 95 98 104 . 169 161 210 237 - 223
Debt service as & share of drawings 8s 51 47 31 77 60 64 94
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TABLE A-1l

Eust Germanys  Debl Mutlurily Struclure

APPENDIX A to

Million US §

Due in Duc in Due After
1980 1981 1981
Commercial debt 3,995 1,732 3,073
Government-backed debt! : 219 211 420
Total 4,214 1,943 3,493
Percent .
Share of total debt 44 20 36

1 Excluding obligations to West Germany under Swling Account.

) TABLE A-12

Sunmary Statistics for East German Offliclally Backed Debt

Million US $

: Government

Total New Total Undrawn Guaranteed
Commi tments Drawings Comml tinents Debt
1970 140.0 359.5 55.6 306.8
1971 159.4 197.3 17.0 418.3
1972 52.0 152.1 0 458.7
1973 106.5 95.8 57.0 426.0
1974 91.2 113.3 148.7 391.0
1975 $28.9 184.6 583.6 403.1
1976 §27.17 304.3 829.0 492.6
1977 483.4 324.7 1,177.0 634.8
1978 841.0 311,2 . 2,043.8 745.1
1979 NA . 340.0 NA 850.0

NATO UNCLASSIFIED

Dcbt Total
Service Exposure
6.0 362.6
118.6 435.3
148.7 458.17
164.6 483.1
183.4 539.7
210.0 986.7
263.1 1,321.6
240.1 1,811.8
268.5 2,788.8
318.0 NA

L] )
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Hungarys: dlned Currency Debl

APPENDIX A to

Million US §

1971 1972 1973 1974 1975 1976 19717 1473 1979
Conmercial debt 968 1,294 1,353 2,053 3,081 3,998 §,596 7,380 7,900
of which: liabilities to '
~ Western banks 943 1,219 1,278 1,938 2,830 3,722 5,135 6,880 7,400
Officially backed debt 103 98 89 76 54 51 59 93 120
Guaranteed export credits 103 98 89 76 54 51 59 93 120
Commercial assets 223 k37 346 §92 940 1,197 1,164 941 700
) Gross debt 1,071 1,392 1,442 2;129 3,135 4,049 5,655 7,473 8,020
Net debt 848 1,055 1,094 1,537 2,195 3,852 4,491 6,532 7,320
TABLE A-14
Hungary: Measures of lard Currency Debt Burden
1
\O
! Million US dollars 1972 197 1974 1975 1976 19717 1918 1979
Non-Conmunist exports “994 1,407 1,688 1,691 t,945 2,185 2,519 3,301
Gross debt 1,392 1,442 2,129 3,135 . 4,049 5,655 7,471 8,020
Principal repayment 62 84 115 120 172 218 2817 1946
Interest 78 140 207 204 230 330 h24 810
Drawings 383 134 802 1,126 1,086 1,824 2,105 943
Net trensfer 243 -90 480 802 684 1,276 1,194 -293
Percent : :
Debi Service as a share of exports 14 18 19 19 21 25 36 B |
Gross debt as a share of exports 140 102 126 185 208 259 295 239
Debt service a8 a share of drawings 3T, 7167 40 29 37 30 43 3L

NATO UNCLASSIFIED
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. Hungary: Debt Maturity Structure
Million US $
Due in Due in Due Alter
1980 1981 1981
Commercial debt 4,240 647 3,013
Government -backed debt 33 32 55
Total 4,273 679 3,008
Percent
Share of debt 53 -8 38
TABLE A-16
Hungary: Sunmmary Statistics on Government-Backed Debt
Million US $
Government - .
Total New Total Undrawn Guaranteed Debt Total
Commi tments Drawings Commi tments Debt Service Exposure
1970 57.1 118.9 28.3 101.8 24.8 130.2
1971 27.6 2L.9 30.17 1n3.0 28.8 133.7
1972 7.3 19.1 23.4 98.2 31.9 12t.6
1973 19.8 18.3 37.0 89.4 34.6 126,14
1974 27.0 16.5 49.4 76.0 35.8 125.4
1975 60.3 9.1 104.9 53.7 36.9 158.6
1976 19.4 33.6 88.3 50.5% 42.7 138.9
1977 27.2 29.9 46.8 59.0 27.1 105.9
1978 55.0 62.5 36.8 92.7 37.5 129.6
1979 NA 64.0 NA 120.4 47.5 NA
NATO UNCLASSIFIED
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Cecchoslovakia: lHard Currency Debt

»; Million US $
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é 1971 1972 1973 1974 1975 1976 1977 1978 1979

! Commercial debt 284 438 5§58 821 828 1,575 3,290 2,798 3,550

‘| of which: 1labllities to
E Western banks 149 230 278 431 426 1,033 1,832 2,000 2,750
= .
% Officially backed debt 201 195 199 227 206 287 326 408 470
E Guaranteed export credlts 201 195 199 227 206 287 326 408 470
B Commercial assots 325 454 484 . 408 305 428 495 693 850
a .
! Gross debt 485 630 757 1,048 1,132 1,852 2,618 31,206 4,020
§ Net dant . (YY) L76 273 6449 827 1,434 2,121 2,513 3,070
Z .- -
):(/
=
:
= TABLE A-18
3
= 1 Czechoslovakia: Mcasures of Hard Currency Debt Burden
S =
g v
© Million US dollars 1972 1973 1974 1975 1978 1977 1978 1979
1
A Non-Cormunist exports 1,382 1,776 2,301 2,379 2,329 2,745 3,079 3,500
g Gross dent 630 757 1,048 1,132 1,862 2,616 3,208 4,720
o) Principal repayments 95 133 186 2346 250 87 150 190
- Interest 39 69 105 58 106 1651 2131 R
(@) Drawings 240 - 260 4717 320 980 1,051 940 1,214
2 Net transfer 106 58 186 -4 624 $93 309 129
. P/ t
o Percen
= _
8 Debt service as a share of exports 10 - 11 13 14 15 17 20 22
- Gross debt as a share of exports 46 43 46 " 48 80 85 104 t12
g Debt service as a share of drawings $6 78 81 101 36 44 67 65
A

1
a
=
o
o
)

n
-
Q
=
A
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B TABLE A-19 APPENDIX A to
E Ceechoslovakiag Debt Maturlty Structure -
B N Million US $
8 Due in Duc in Due \lter
- 1980 1981 1911
E Commercial debt 2,088 284 1,178
175 Government guacanteed debt 145 129 196
E Total debt 2,233 413 1,374
1 Percent

‘= e—-
o}

= Share of debt 56 16 34
)

<

Q

‘| TABLE A-20

A .

! Czechoslovaklas Swonary Statistics on Goverwment-Backed Debt

& __Million US §
4

N 1 Government

= fat ] Total New Total Undrawn Guaranteed Debt Total

% 1}3 . Conmi tments Drawings Commi tments Debt ' Service Exposure
S

g 1870 41.2 196.7 69.0 163.4 46.1 232.4

= 1971 70.7 B3.2 41.3 200.8 7.2 2472.1

2 1972 112.5 55.6 82.1 194,86 7%.3 116,717

1

@) 1973 103.6 82.0 156.1 199.8 9.7 3154.9

. 1974 79.2 132.2 149.3 227.3 125.3 376,46

) 13975 337.9 96,95 40t.1 206.1 138.9 607.2

5] 1976 119.2 183.4 333.1 287.1 129.2 620.2

wn 1977 185.9 157.8 421.0 325.8 150.3 746.7

Q 1978 202.0 226.3 476.1 407.9 184.1 884.0

d 1879 NA 217.0 NA 470.0 200.0 NA
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APPENDIX A to

. TABLE A=-21
Bulgaria: lHard Curceney Debt

Million US §

1971 1972 1973 1974 197§ 1976 1977 1978 1979

Commercial debt 442 765 818 1,520 2,453 2,878 3,394 3,935 4,180
. ol which: liabflitlies to :
Western banks 397 705 748 1,420 2,033 2,433 2,866 3,422 3,640
Officially backed debt ot 244 202 183 187 320 I3 328 320
Guaranteed export credits 208 1717 129 101 i 238 262 25y 270
Other 93 67 73 82 76 , 84 L XY $9 30
" Commercial assets 20 100 23 343 383 442 538 553 170
Gross debt 743 1,009 1,020 - 1,703 2,640 3,198 3,707 4,263 4,500
Net debt . 723 909 897 1,380 2,237 2,758 3,169 3,710 3,730
TABLE A-22
Bulgarlas Mcasures of Hard Currency Debt Burden
]
=
Ul -
! Million US dollars 1972 1973 1974 1975 1976 1977 1978 1979
Non-Conmunist exports 509 679 921 937 - 1,058 1,270 1,572 2,310
Gross debt 1,009 1,020 1,703 2,640 3,198 3,707 . 4,263 4,500
Principal 128 125 168 149 233 336 152 415
Interest $4 92 149 164 181 236 373 470
Drawings 394 136 841 1,086 791 845 903 a3
Net trinsfor 202 -8t 534 773 317 2713 133 -231
Percent
Debt service as a share ol exports 36 ' 32 33 13 19 45 45 13
Gross debt as a share of exports 198 150 202 282 302 292 3171 (W R}
Debt service as a share of drawlings 48 160 37 29 52 68 80 136
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Bulguria: q%E%Lﬁhlurlz Structure

/.

APPENDIX A to

?

Due in Duec In Due After

1980 1981 1981

Commercial debt 2,300 640 1,240

Government-backed debt 89 83 148

Total 2,389 723 1,388

Percent
As a share of debt 53 . 16 ° 31
TABLE A-24
, Bulgarla: Summary Statlstics on Government-Backed Debt
. .. Milllon US §
< Government

Total New Total Undrawn Guaranteed Debt Total

Commi tments Drawings Conmli tments Debt Service Exposure
1970 89,3 220,5 104.8 176.5 58,3 281.3
1971 49.5 93.% S51.6 207.5 80.1 259.1
1972 50,2 39.8 49.5 176.9 86.4 226.3
1973 41.9 27.8 119.5 129.1 88.9 248.6
1974 75.5 58.1 165.5 100.5 99,0 266.0
1975 238.0 66.3 347.3 111.1 66.17 458.3
1976 135.5 195.,3 241.0 . . 236.4 92.5 477.4
1977 124.7 107.4 330.86 262.2 106.0 592.8
1978 122.0 100.9 394,2 269,0 120.2 663.2
1978 NA 105.0 NA 270.0 129.0 NA
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TABLE A-25 5 %o
Romania: llurd Currency Debt hond
Milllon US $
-1971 1972 1973 1974 1975 1976 1977 1978 1979

Conmercial debt 585 597 682 1,780 2,024 1,841 2,306 3,609 5,100

of which: 1llabllities to ]

Western banks 405 332 3517 97% 1,189 936 1,379 2,692 3,800
Officially backed debt 642 652 ‘814 797 706 659 715 800 905

Guaranteced export credits 612 633 7117 686 605 $50 647 721 830

Other 30 19 97 109 101 109 68 79 75
Other borrowing NA NA 115 116 © 194 - 403 584 812 945

IMF position NA NA 115 118 158 331 368 192 385

IBRD loans NA NA NA NA 36 72 218 420 560
Commercial assets Negl 45 118 210 475 375 17 229 250
Gross debt . 1,227 1,249 1,611 2,693 2,824 2,903 3,605 5,217 6,950
Net debt 1,227 1,204 1,495 2,483 2,449 2,528 3,388 4,992 6,700

TABLE A-26
Romanlas Measures of llard Currency Debt Burden

Million US dollars 1972 1973 1974 1975 . 1976 1977 1878 1979
Non-Cormunist exports 1,265 1,804 2,762 2,884 3,323 3,638 4,350 $,350
Gross debt 1,249 1,611 2,093 2,924 2,503 3,605 5,219 6,950
Principal repayments ) 2417 321 399 460 420 - 496 528 573
Interest 90 126 208 207 174 203 351 601
Drawings 269 683 1,481 691 399 1,198 2,142 2,304
Net transfer -68 236 874 . 24 ~-195 499 1,263 1,130
Percent
Debt service as a share of exports 27 25 22 - 23 18 19 20 22
Gross debt as & share of exports 98 89 98 101 87 g9 120 130
Debt service as a share of drawings 125 65 41 97 149 58 41 51
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TABLE A-27

Romania: Debt Maturlty Structure

APPENDIX A to

Million US §

Due in Due in Due After

1980 ‘ 19381 1981

Commercial debt 2,950 415 1,735

Government-backed debt 246 209 447

IMP, IBRD borrowling 36 37 8172

Total debt 3,232 661 3,054

Percent
Share of debt 47 ' 10 43
TABLE A-28
Romanlias Summary Statlétlcs on Qovernment-Backed Debt
Millfon US §°
Government

Total New Total Undrawn Guaranteed Debt - Total

Conmi tments Drawings Conmi tments Debt Service Exposure
1970 128.6 697.9 84.2 $80.9 162.4 665.0
1971 228.3 178.9 127.6 612.2 196.9 739.8
1972 209.1 203.0 176,17 633.2 235.1 809.9
1973 331.5 320.5 329.6 717.3 298.4 1,046.9
1974 246.8 249.2 322.1 688.3 341.4 1,010.4
1975 288.4 228.,6 472.4 604.6 372.3 1,077.0
1976 313.7 171.0 449.3 §50.3 277.4 999.5
1977 328.7. 348.1 §73.0 - 647.0 313.9 1,220.1
1978 266.0 346.6 $16.2 720.7 343.8 1,236.¢

1979 NA 402.0 . NA 830.0 373.0 NA
NATO UNCLASSIFIED
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-l= ’ APPENDIX B to
& =D/537
Estimated Indebtedness of the CEMA Banks .-

to Western Commercial Banks

The value of time deposits and loans obtained from Western

"eommercial banks by CEMA's International Bank for Economiec

Cooperation (IBEC) and International Investment Bank (IIB) can be
estimated from the balance sheets énd annual reports of the two
CEMA banks. IBEC's annual reports quote, in transferable rubles,
the total of hard currency funds obtained through "time
deposits,” "loans," and "on current account®™ (presumably demand
deposits). Additional data permit this aggregate to be broken
down into its components. IBEC annual repofts typically state
the amount of hard currency received on current account. The
ljability line item, "Loans Received," carried on the IBEC
balance sheet is entirely hard currency, since the bank's charter
states that IBEC can raise loans only in hard curréncy (entry 2
of Table B-1). By netting the hard currency balance reported as
being on "current account" and the "Loans Received" total against
the aggregate of hard currency funds reported by IBEC, we derive
the amount of hard currency time deposits placed with IBEC {(entry
i).

Comparison of IIB's publicized Eurodollar syndications with
the totals recorded under "Loans and Borrowings Obtained"” on the
IIB balance shcet strongly suggests that this entry reflects
IIB's hard currency indebtedness (entry 3). The totals reported
by 1IB for its borrowings somewhat exceed the amount of its

publicized syndications; however, the bank undoubtedly has

NATO UNCLASSIFIED
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", ’obtained medium-term bank;tb-b;nk-f;ans in addition to its known
«
syndications.

The indebtedness totals derived by summing IBEC time deposit
liabilities, IBEC loans received, and IIB borrowings (entry 4)
overstate the net liabilities Qf the two banks to Western
banks. Some of the hard currency liabilities.appearing on the
11B and 1IBEC balance sheets probably stem from hard currency
loans between the two CEMA banks and time deposits placed by the
national banks of CEMA members with IBEC. Also, the fwo banks
hold’somevfunds in Western banks. We thus estimate the net
liabilities of the CEMA banks to Western banks included in the
BIS survey at 75 percent of the entry 4 totals (entry 5).

A thoroughly consistent estimate of Soviet commercial assets
should bé adjusted tb account for IIB and IBEC assets included by
the BIS in the Soviet pésition. However, we have insufficient

data td estimate the amount of such assets which are undoubtedly

C-M(2008)0116(INV) - DECLASSIFIE - MIS EN LECTURE PUBLIQUE

8 very small portion of total Soviet claims on Wesiern banks.

‘For this reason, we dd not estimate an explicit offset to total
Soviet assets. As described above; we implicitly account for IIB
and IBEC assets in deriving the totals shown in entry 5..- In all
likélihood, the lack of separate estimates of gross and net debt
for the CEMA banks does not materially affect the estimates of

gross and net Soviet commercial debt.
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Tuble B-1
Estimated Indebtedness of the CIMA Banks to Western Comnercial Banks

Million US $

3
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1970 1971 1972 1873 1974 1975v 1976 1977 1978

1. IBEC hard currency time deposit

liabilities 670 544 . 1,418 1,625 1,856 2,464 2,772 2,906 3,078
2. IBEC loans received (from balance

shee't) 31 93 236 264 - 394 572 426 493 597
3. 1B loans received (from balance o

sheet) 0 0 0 50 135 684 1,411 2,139 2,750
4. IBEC and 1IB hard currency debt {rom '

time deposits and loans 701 637 1,654 1,939 2,385 3,720 4,609 5,538 6,425
5. Estimated CEVA bank net indebtedness

to Western banks 526 478 1,240 1,454 1,789 2,790 3,457 4,154 4,819

1 The 11B and IBEC balance sheet entries are expressed in transferable ruble. The ruble/dollar exchange rutes for th2
respective years were used to compute the amounts shown in this table.

2 Estimated net indebtedness to Western banks is assumed to be roughly equal to 75 percent of hard currency time deposits
and loans as presented in entry 4.
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