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With Paris Club creditors, rherc was a hiatus in discussions fol- 
lowing conclusion of a first agreement in 1981. Agreements were signed 
in 1985 which rescheduled all payments of principal, interest, and late 
interest due in 1982-85, except those related to the 1981 agreement. 
Discussions hail been continuing since early 1986 on resr’.eduling pojt- 
1985 maturities but have not yet been concluded. In 1986 debt service 
payments to Paris Club creditors arl,>~~rl ted to only about US$SOO milLion 
(or 26 percent of totaL debt service payments actually made), and 
arrears mount .:d-- to USS3.3 billion by end-year. 

4. External developments with thu ruble area. 1/ -_ -- 

Roughly one half of Polan;l’s trade is conducted with the ruble 
area, the Large majority of which is with Lhe Soviet Union. The current 
and trade accounts with the ruble area have been in deficit since the 
second half of the 19703 (‘iable 9). 2’ Poland’s debt in transferablt 
rubles at end-1986 stocd at TR 6.5 brllion (equivalent to USS3.1 bil- 
lion) and was the largest TR-denominated deb; of any CMEA country. 
Poland has been under pressure from its CMEA creditors to eliminate its 
current deficit and, from 1988, to begin to repay its deot. The volume 
of trade turnover with the ruble area, especially with respect to Polish 
exports, has been growing relatively fast in recent years, Lnd consider- 
ably faster than that with the nonruble ares. In 1986, exp,rt volumes 
grew by about 9 percent while import volumes increased by atout 6 per- 
cer.t. The trade deficit feil from TR 1.2 billion in 1985 to TR 0.9 bil- 
lion in 1986; in terms of U.S. dollar equivalents, the deficit was 
almost halved to some !lS$S.5 billion in 1986. 

5. Prospects for 1987 

“he growth rate of net material product (NMP) is forecast to 
slackcn appreciably, to 2.4 percent in real terms, largely because of 
the expectation that gross agricultural output wi?l remain unchanged 
(Table 4). Favorable weather at harvest time could, however, permit a 
somewhat better result. Gross industrial production is also expected to 
increase more slowly than in 1986, in part because of the disruptive 

l/ Transactions with the ruble area are denominated in transferable 
rubles (TRs) and are converted into U.S. dollar equivalents at the cross 
rate implicit in the Polish official quotations (in terms of zlotys) for 
the two currencies. Because of the more rapid depreciation of the zloty 
against the U.S. dollar than against the TR, this cross rate has changed 
appreciably in recent years with the result that the U.S. dollar equiva- 
lent of transactions with the ruble area has risen less (or fallen more) 
than have the corresponding values in terms of TRs. 

2/ In addition to transactions denominated in TRs with CMEA members, 
the data in Table 9 include transactions under bilateral payments 
arrangements with non-WEA members. In 1986 merchandise trade under the 
latter arrangements accounted for 14 percent of total merchandise trade 
turnover in nonconvertible currencies. 



effects of an exceptionally severe winter. Real domestic spending is 
forecast to rise at about the same rate as aggregate output. However, 
with unchanged stockbuilding, the volumes of final consumption and 
investment expenditure are expected to rise more rapidly than output, ty 
2.5 percent and 3.3 percent, respectively. The authorities hope to 
GtPvent more Lh;ln a small rise in the rate of inflation, from about 
18 percent to about 20 percent, and to limit the rise in nominal wages 
so as to achieve a small decline in real wages. There is some doubt as 
to whether these latter targets can be achieved, however, as in the 
first five months at annual rates the average wage in major sectors 
increased by over 20 percent and total money receipts of thgj population 
grew by 26 percent. 

Regarding financial developments, the authorities hope to reduce 
monetary e:Fpansion to a rate below that of the increaut: in nominal 
incomes. It is planned to eliminate the deficit on the state butiget 
(Table 10). However, expenditures are running ahead of target, largely 
because the scale and timing of administrative price measures introduced 
in March is likely to be insufficient to allow the budgeted cut in sub- 
sidies tn be achit Ted. The authorities, nonetheless, hope to achieve 
the intended balanced budgetary position, Largely through a package of 
expenditure-reducing measures introduced in April. Of greater quantita- 
tive significance ior the rate of monetary expansion, the authorities 
plan to reduce the rate of credit expansion to enterprises (to 17 per- 
cent from 19 percent in 1986). However, in the first four mcnths these 
crec :s were increasing faster than planned, as was broad money. 

Developments in the external position are expected to differ sig- 
nificantly between the convertible and nonconvertible areas, as they did 
in 1986. With the nonconv-ytible area, the trade and current deficits 
are expected to be greatly reduced, if not eliminated altogether, partly 
on account of a terms of trade improvement associated with a further 
decline in the price of oil imports. With the convertible area, the 
current account deficit is officially expectc:b to deteriorate by some 
US$lOO million to US$8Od million, because of a rise in interest payment 
obligations and a decline in private transfer receipts. The trade sur- 
plus is forecast to remain virtually unchanged at about US$l billion, 
with the effects of more rapid growth in the volume of imports (4 per- 
cent) than exports (2 percent) being offset by a further terms of -rade 
gain. If trends in the first half, as recorded on a customs basis, were 
to continue, the trade surplus could exceed current official forecasts. 
Similarly, in the staff’s view, the official forecast of a fall in 
receipts from private transfers could also prove unduly conservative. 
The authorities expect only small inflows of medium- and long-term capi- 
tal. If the official forecasts for trade, private transfers, new capi- 
tal inflows, and miscellaneous items were to be met, the total funds 
available for debt servicing would be on the order of USS1.8 billion. 
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Table 7. Poland: External Debt 

(&I billiors of U.S. dollars; end-period) - 

19Rl 1982 i983 1984 1985 1986 
bla rch 
1987 

In conwttible currencies 
Short-term 
Mediun- ad lag-tens 

By maturity: 
1-S years 
Owr 5 years 

By type and by creditor 
Guaranteed 

ckuntriea participa:irlg 
in the Paris Club 2/ 

a4cA countries al-d 
institutiona 

Carmen&al credits 31 - 
other 

Ncnguaranteed 

Camrercial lBnk.3 participating 

in rescheduling arrangemnts 41 
w.A camtries ad insticut1ons- 
Canrr?rclal. credits 3/ 
Other 

Interest amears i/ 

Total 

In noncovertible an-rencies k/ 
Short-term 
&dim- and long-term 

of t&Llch: 
1-5 years 
Over5years 

Total 

%mxandun item: 
Ratio of average debt stock in 

convertible currencies to exports 
in convertible amen&es 

1.1 1.3 1.3 1.3 1.4 1.4 
24.3 23.6 22.4 21.5 23.9 28.8 

10.9 
33.4 

12.5 

(10.8) 

(0.1) 
(1.2) 
(0.4) 
ll.8 

(8.6) (8.0) (6.5) (6-l) 
(1.9) (1.8) (0.8) co.9 
(0.5) (0.6) (0.5) (02) 
(0.8) (1.0) (1.0) (0.4) 
0.5 1.6 2.7 4.1 

25.9 

1.0 
1.6 

(O-7) 
(0.9) 

2.6 - 

5.0 5.8 5.5 5.0 5.5 5.9 

10.7 8.5 7.2 5.7 5.2 
12.9 13.9 14.3 17.2 23.6 

1.5 
30.4 1/ - 

5.3 
25.1 

12.2 X3.6 14.0 15.7 

W.0) 

(1.3) 
(1.6) 
(0.8) 
8.2 

(6.6) 
(1.0) 
(0.2) 
(0.4) 
4.4 

18.9 20.1 

(10.7) 

(0.1) 
(1.3) 
(0. i) 
11.4 

W.3) 

(1.0) 
(1.1) 
(0.2) 
8.8 

(10.7) 

(1.3) 
(1.3) 
(0.7) 
7.5 

(15.9) 

(1.4) 
(1.4) 
(0.T 
9.9 

(17.1) 

(1.4) 
(1.4) 
(0.2) 
10.3 

(7.5) 
(1.1) 
(0.2) 
(1.1) 
3.3 

(7.9) 
(1.1) 
(0.2) 
(1.1) 
3.1 

26.5 26.4 26.9 29.7 33.5 35.0 

0.5 0.2 
2.4 2.5 

(0.7) (0.6) 
(1.7) (1.9) 

2.9 2.7 - - 

0.6 
2.2 

(0.3) 
(1.9) 

2.8 - 

3.4 

(1.0) 
(2.4) 

3.4 - 

0.1 
3.0 

03.6) 
(2.5) 

3.1 - 

0.1 
3.1 

(0.5) 
(2.6) 

3.2 - 

Sauce: Staff mnpllatim frm data supplied b the Polish authorities. 

l/ The distritutim of currencies of drnardnatim was as foilcws: U.S. dollar, 37.1 prcent; deutsche 
mix, 23.6 percent; Swiss franc, 12.9 percent; French franc, 8.5 percent; Austrian schllllng, 
7.2 percent; w sterling, 3.1 percent; Canadian dollar, 2.0 percent; Japanese yen, 2.8 perx?nt; other 
currencies, 2.8 percent. 

2/ Inchdes Brazil, tich did mt participate Ln the i981 rescheduling agreement vfth the Paris Club. 
!?/ Comerciai credits guaranteed and nong.manteFld include credit extended to Polish foreign trade 

eriiiletprises bp foreign &&.s a3 well aa b foreign exporters. The guaranteed portion is due to Paris 
Club creditors (see Table 56). 

4/ In addition to the amamts shown, mall ammts of obi.l@im due to be&a mmed by (???A rarntrfes 
and instftutions (vSSO.3 btliim at err?-1986) and camxcial credfts (USSO. hillfm at cd-19%) have 

teen included in the resctredulfng agrcenants with ccrmrcial h&s (see Table 56). 
5/ Estlmte. IncImies amxmts that are cwerd by mdtiLateraI reschedulf~. qmmrmts (and vhfrh 

thgrefore are not shm as arrears in Table 65) bJt for which bilateral agreenmts have yet to be 

Signed* At end-1986 virtually all these arrears lrpre to Parlr; Club creditors. 
6/ The me& debt in rrmxmvertible currencies was cowerted fran transferahlr rubles into V.S. 

do-at-s using cross rates deriwd fnxn the cmmrclai rates of the doty vi&-vls the ttansf~rd~~le ruble 
and U.S. dollar; prior to 1982 the perid aver~age ewhaage Iate WM wed hit SIW 1982 end of rm-tmi 
rates haw twn used. 



. . 8 
i! 


