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I. Explainine the Gau Between Slovak and Czech Unemolovment Rates lo 

The Slovak Republic has had an unemployment rate of lo-15 percent since 
1991, like most other European transition economies, while the Czech 
Republic's unemployment rate has never exceeded 3-4 percent. This chapter 
investigates the reasons why the Slovak unemployment rate has been 
considerably higher than the Czech unemployment rate. The predominant cause 
is that employment in Slovakia declined more sharply than in the Czech 
Republic, particularly in 1991 (Chart 1.1). Three explanations for this 
sharper decline stand out: the Slovak economy suffered more severe 
production shocks than the Czech economy; Slovak firms were less profitable 
than Czech firms; and the Slovak private sector absorbed less labor than the 
Czech private sector. An additional explanation is that proportionately 
more Czechs than Slovaks left their jobs through retirement rather than 
unemployment, because the Czech Republic had an older population which 
participated more actively in the labor force before the transition 
(Chart 1.1). 

The two republics' common institutional and regulatory heritage, a 
result of their federation until the end of 1992, makes it possible to rule 
out a number of potential explanations for the gap in unemployment rates. 
For instance, much of the unemployment gap that exists today had emerged by 
end-1991, well before the Czech and Slovak Federal Republic (CSFR) 
dissolved, and during a period in which the two republics experienced very 
similar structural reforms and macroeconomic environments. Moreover the 
republics have experienced similar declines in real wages, pursued 
comparable policies to create jobs and retrain workers, and provided roughly 
the same levels of unemployment benefits. 

Below, section 1 a.ssesses the relative roles of employment and labor 
force developments in creating the gap between the unemployment rates in the 
two republics, and so prepares for a separate analysis of developments in 
employment in section 2 and the labor force in section 3. 

1. Emewence of the unemployment eat 

Significant unemployment emerged in the Slovak and Czech Republics 
primarily during 1991, as employment began to fall faster than workers left 
the labor force. Chart I.1 suggests that the Slovak Republic has higher 
unemployment than the Czech Republic primarily because Slovak employment 
declined more quickly than Czech employment, but also because the Slovak 
labor force contracted less quickly than the Czech labor force. Using the 

lJ Prepared by H. Monroe 
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identity that unemployment is the labor force minus employment, Table I.1 
decomposes the role of each. 1,' 

Table 1.1. Change in Unemployment, 1989-93 

(Percent of 1989 labor force) 

Slovak Czech Cap 
Republic Republic 

Change in unemployment 13.5 3.0 10.5 
AU/L 

Decline in employment 17.8 10.2 7.6 
ME/L 

Decline in labor force -4.3 -7.2 2.9 

Source : Staff estimates (see Table 1.9). 

The Slovak Republic has a higher unemployment rate than the Czech 
Republic because Slovak employment declined by 7.6 percentage points more 
than Czech employment during 1989-93, and because the Slovak labor force 
declined by 2.9 percentage points less than the Czech labor force (measured 
as a percent of each republic's 1989 labor force). Thus, changes in 
employment explain much more of the gap in unemployment rates than do 
changes in the labor force. 

With this motivation, the next sections discuss first why Slovak 
employment declined by more than Czech employment, and then why the Slovak 
labor force contracted less than the Czech labor force. 

u The contributions of employment and labor force developments to 
unemployment are computed as follows. For each republic, the labor force is 
defined as the sum of employment and unemployment. Then, the number of 
unemployed, LJ, is equal to the difference between the size of the labor 
force, L, and the number of employed, E, so that U-L-E. Therefore, the 
change in unemployment from 1989 to 1993, AU is equal to the difference 
between the change in the labor force, AL, and in employment from 1989 to 
1993, AE, so that AU-AL-m. The unemployment rate in 1989 was zero, so the 
unemployment rate in 1993 as a share of the 1993 labor force, U/L, can be 
decomposed into the change in the employment from 1989 to 1993 as a share of 
the 1993 labor force, AE/L, minus the change in the labor force from 1989 to 
1993 as a share of the 1993 labor force, AL/L. For the underlying data, see 
Table 1.1. 
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CHART 1.1 
SLOVAK AND CZECH REPUBLICS 

UNEMPLOYMENT 

~Share of Population Age 15-64 (in percrnt) 

ii,> ( Czerll Republic 

‘F 1 
I 
) Slovak Republic 

Unemployment Rate (In percent of labor force) 

/ 

/’ 
,/” 

/ 
,’ Slovak Republic 

I 
/ 

,,..;/y 

Czech Republic 

” ” 

191”l 1991l I!%, !94? 1992 

I 
1, 
I 
1 
I 

1 

1’ 
J 

85 

30 

7s 

10 

65 

ijO 

55 

14 

12 

10 

3 

J 

I/ ThP tl”P”,p,~,ymPnl rate 1% greatpr ,,,a,, ,,,P “,iiC,?J uncmplopd rate beiaus? a ,norTp rPs,ric,,Ft 
<,rf,*>,li”n iOf ,,I? ,abar lurrr. has Lwen “WI. 





- 3 - 

2. The 1991 emulovment shock 

Not only did Slovak employment decline by more than Czech employment 
during 1989-93, but the Slovak decline occurred almost entirely between 1990 
and 1991. Employment fell faster and farther in the Slovak Republic due to 
greater production shocks, overstaffing and financial shocks, and weaker 
private sector employment growth. 

a. Production shocks 

The Slovak economy confronted more difficult challenges than the Czech 
economy as it approached the transition, because of its greater dependence 
on trade with the CMEA, and a less favorable industrial structure. In 
particular, the Slovak economy had to adjust to the winding down of the 
armaments industry, which was located predominantly in Slovakia; increased 
Soviet purchases of western capital goods in the late 1980s instead of 
Slovak capital goods; and greater trade barriers in the European Union to 
Slovak exports, such as steel. u As a result, Slovak production fell by 
several percentage points more than Czech production during 1987-91 
(Table 1.2). 

IAl. 1.2. GDP and Production, 1988-94 

(Percent chanae in r..d term*) 

The winding down of the Czechoslovak arms industry starting in 1987 
imposed a greater burden on the Slovak Republic than the Czech Republic. 
The Slovak Republic accounted for 60 percent of CSFR arms production in 

l./ OECD (1994b), pp. 79, 81 
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1987, and 30 percent of total industrial production. The arms industry 
declined as it lost export markets, which accounted for 80 percent of its 
sales, and later as a matter of policy. Approximately 38,000 Slovaks lost 
their jobs in the armaments industry between 1987 and 1992, compared to 
20,000 Czechs (in Bohemia and Moravia). 1/ 

The Slovak Republic also conducted more of its trade with the WEA than 
did the Czech Republic, and was therefore harder hit by its decline in the 
late 1980s. Separate trade data are available since 1991, and these 
indicate that the Slovak Republic was more dependent on the CHEA and less 
successful in redirecting its trade to industrial countries (Table 1.3). 

Table 1.3. Direction of Trade, 1991-93 
(Percent of total trade) &/ 

1991 1992 1993 

Slovak trade with: 
Czech Republic 
Other CMFA 
Industrial countries 

Czech trade with: 
Slovak Republic 
Other CMRA 
Industrial countries 

51.6 48.7 38.8 
22.6 18.5 21.9 
19.6 26.9 32.5 

32.5 23.9 18.9 
20.5 15.8 13.8 
38.0 52.3 58.0 

Source : Data provided by national authorities. 
I/ Exports plus imports with partner area divided by total 

exports plus imports. 

The decline in Slovak production was not limited to industry. The 
Slovak construction sector declined by more than half during 1990-93, as 
measured by production or employment. By contrast, cooperative employment, 
which is predominantly agricultural, declined by 41 percent in the Slovak 
Republic compared to 49 percent in the Czech Republic during 1989-92. The 
areas in Slovakia with the highest regional unemployment rates are those 
which were focused on textiles and shoes, mining, and agriculture. 

b. Financial shocks and overstaffing 

Full employment policies prevented the weaker performance of the Slovak 
economy compared with the Czech economy from being reflected in employment 

lJ OECD (1994b), p. 79. 
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until 1991. As a result, Slovak firms began the transition with greater 
overstaffing and a weaker financial position. When hard budget constraints 
were imposed on firms, and open unemployment became a possibility in 
1990-91, the result was a sharper decline in Slovak employment than Czech 
employment. 

Slovak firms entered the transition with a weaker financial position 
than Czech firms for several reasons (Table 1.4). First, Slovak firms had 
faced a larger decline in demand for their products than Czech firms, for 
reasons described above. Second, Slovak firms had more unpaid bills for 
deliveries to the CMRA. Third, energy-intensive Slovak industries, such as 
chemicals and steel, suffered more from increased prices for energy imports. 

Table 1.4. Profitability, 1990-92 
(Percent of costs) 

1990 1991 1992 

Profit for distribution 
Slovak Republic 
Czech Republic 

3.7 2.5 __ 
5.4 5.5 3.8 

Source : Data provided by national authorities. 

It is also apparent that Slovak firms were more overstaffed in 1990 
than Czech firms. Slovak firms shed more labor in 1991 than Czech firms 
without a significantly greater reduction in output in that year 
(Table 1.2). Weaker growth in Slovak production during 1987-90 suggests 
that Slovak firms hoarded more labor during 1987-90 than Czech firms. 

c. Private emplovment 

Another explanation for the smaller decline in Czech employment is that 
the Slovak private sector failed to absorb labor to the same extent as the 
Czech private sector (Table 1.5). Private Czech employment has grown 
steadily while private Slovak employment has not. u 

lJ See Blanchard et al. (1994). The large growth in private Czech 
employment in 1993 may reflect privatization which had occurred in earlier 
years. 
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Table 1.5. Private Employment, 1989-93 
(Thousands of Dersons. ueriod averape) 

1989 1990 1991 1992 1993 

Total employment 
Slovak Republic 2,423 2,345 2,008 1,995 1,991 
Czech Republic 5,402 5,351 5,059 4,927 4,853 

Public employment I/ 
Slovak Republic 2,399 2,230 1.751 1,628 1,547 
Czech Republic 5,251 4,918 4,052 3,335 2,228 

Private employment I?/ 
Slovak Republic 

1:: 
115 257 367 444 

Czech Republic u 433 1,007 1,592 2,625 

Sources : Data provided by the Slovak Statistical Office and the 
Czech Statistical Office. 

u Includes the employment of the state, state-owned enterprises, 
and cooperatives. 

u Includes the employment of private firms, mixed-ownership firms, 
and non-profit organizations. 

2/ The large increase in 1993 is largely the result of reclassifi- 
cation. 

Of course, some of the growth in private sector employment was not the 
result of job creation. but of public jobs being relabeled as private jobs 
as firms were privatized. However, the ratio of Czech to Slovak private 
employment in 1991-92 contrasts with a comparable pace of privatization in 
the two republics during that period. Further evidence for private job 
creation comes from greater growth of the Czech service sector than can be 
explained by reclassification. lJ Thus, the Czech private sector appears 
to have created more jobs than the Slovak private sector, and to have 
absorbed more labor shed by state-owned firms. 

d. Other explanations 

The literature has offered other explanations for the moderate decline 
in Czech employment which cannot also explain the sharp decline in Slovak 
employment rate. including wage moderation. the pace of restructuring, 
unemployment benefits, and government job creation and retraining programs. 

lJ As large industrial firms were broken up by privatization, their 
service sector activities were reclassified from industry to services. 
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(1) Waee moderation 

The two republics experienced very similar movements in real 
wages ) so greater wage moderation in the Czech Republic cannot explain the 
unemployment gap. Slovak real wages fell by slightly more than Czech real 
wages in 1991 and improved by less in 1992 (Table 1.6). Of course, the 
unemployment gap could have been prevented had real wages fallen faster in 
the Slovak Republic. 

Table 1.6. Wage Developments, 1991-94 
(Percent chance in real terms) 

1991 1992 1993 1994 

Wages in industry IJ 2J 
Slovak Republic 
Czech Republic 

-29.8 8.9 -0.5 3.8 
-26.6 10.4 3.4 3.0 

Sources : Data provided by the Slovak Statistical Office 
and the Czech Statistical Office. 

u Firms with 25 or more workers. 
u Deflated by the CPI. 

(2) Pace of restructuring 

Another explanation suggested for low Czech unemployment is that a 
slow pace of restructuring has avoided significant labor-shedding. However, 
the pace of restructuring in the Czech Republic has not been markedly slow, 
as measured by the structure of employment by ownership, by sector, and by 
size of firms. JJ Furthermore, the Slovak Republic has restructured at a 
similar or slower pace. 

(3) Unemulovment benefits and emDlovment proPrams 

The Czech and Slovak Republics responded to the emergence of 
unemployment in 1990-91 by developing nearly identical systems of 
unemployment benefits and employment promotion. Furthermore, the Government 
promoted employment by creating "socially purposeful jobs" and "publicly 
useful jobs." At end-1991, the Czech Republic had created 69,000 of these, 
and the Slovak Republic 43,000. Thus, the Slovak Republic had created more 
jobs relative to the size of its labor force, but a smaller number relative 
to the size of unemployment. Also, a similar share of the Czech and Slovak 

1/ See OECD (1994c), p. 13. 



8 - 

labor forces received requalification training in 1991, but the Czech effort 
was again much larger relative to the number of unemployed. However, a 
small percentage of the unemployed received training in either case. 

The Slovak Republic distributed benefits slightly more generously than 
the Czech Republic, by allowing workers to receive severance pay and 
unemployment benefits simultaneously during February-December 1991. Thus ) 
Czech workers receiving severance pay, which lasts on average three months, 
had less of an incentive to register as unemployed immediately. On the 
other hand, Czech workers still had an incentive to register to receive 
other benefits distributed through employment exchanges, and there was no 
real cost to doing so. These differences seem small in relation to the gap 
in unemployment rates. Furthermore, a federal law harmonized benefits in 
January 1992. Thus, it appears that differences in unemployment benefits 
and employment policies can explain little of the unemployment gap. u 

3. Labor force contraction 

During 1989-93, the Czech economy accommodated more of its employment 
decline than the Slovak economy through significant reductions in its labar 
force (Chart 1.1). 2/ The Slovak and Czech unemployment rates in 1993 
would have been 17.8 percent and 10.2 percent, respectively, if the workers 
who left the labor force during 1989-93 had become unemployed instead 
(Table 1.1). The Czech labor force declined by more than the Slovak labor 
force primarily because proportionately more Czechs retired. 

a. Retirement 

To encourage working pensioners to retire, the Czechoslovak Government 
doubled the payroll tax on them at the start of 1991. Although the courts 
overturned the tax in 1992, many pensioners had already retired by then 
(Table 1.7). 3/ Because persons with pensions are ineligible to register 
for unemployment benefits, most pensioners left their jobs without becoming 
unemployed. Between 1987 and 1992, 132,000 working Slovak old-age 
pensioners and 354,000 working Czech old-age pensioners left their jobs. 
Thus, a larger share of the Czech labor force retired. 

1/ See OECD (1994c), p. 17. 
2/ See Blanchard et al. (1994), Ham et al. (1994a), IMF (1994), and OECD 

(1994c). In Chart 1.1, the decline in the Slovak participation rate in 1991 
appears to be overstated by a lag in registration for unemployment; period- 
average and end-period unemployment rates for 1991 differ by almost 
4 percent points. 

3J See IMF (1994). 
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T*hl. 1.7. W,xk:i”~ Old-&. P.“*io”.rs 

,numb.r of lmr*ons rls Of Hay) 

1987 1990 1992 

alo”* R.publiC 188.276 171,923 55.745 

CI.Eh Rqnlblic 516.121 ,66,194 161,732 

Sourc.~: Slovak St.ti.tis.l Y..rbook. 1993: and CD.Ch St.ti*tic.l 
Y..rbook. 199,. 

There were more Czech than Slovak old-age pensioners working in 1987 
because the Czech Republic has an older population, and because its pension- 
age population participated more actively in the labor force. I" 1991, 
20 percent of the Czech population was older than the legal retirement age 
in 1991, compared to 17 percent of the Slovak population. Furthermore, the 
labor force participation rate in 1987 of pension-age Czechs was higher than 
the participation rate of pension-age Slovaks (Table 1.8). 

Tabl. 1.8. P.rticipstio” Rat.‘, 1989 and 1993 

1989 1993 Cbll.3. 
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b. Other factors 

Several other factors which have been proposed to explain the 
contraction of the Czech labor force are the departure of women from the 
work force, net exports of labor and unrecorded private sector employment. 
However, these seem less important than retirement in explaining why the 
Slovak labor force contracted by less than the Czech labor force. These 
factors are discussed briefly below. 

(1) DeDarture of women 

In both republics. the participation of women in the work force 
fell by more than the participation of men (Table 1.8). The OECD (1994c) 
cites as explanations a decline in female-dominated industries, such as 
textiles and clothing, the limited availability of part-time jobs and 
nurseries, and the increasing cost of day care facilities. However, changes 
in male participation rates are more important than changes in female 
participation rates in explaining why the Czech labor force contracted by 
more than the Slovak labor force, as can be seen in Table 1.8. 

(2) Net extorts of labor 

The Czech Republic may have had greater net exports of labor 
than the Slovak Republic, because more Czechs than Slovaks have found jobs 
abroad (about 50,000 Czechs), more foreign workers resident in the Czech 
Republic before the transition returned home (about 34,000), and Slovaks 
resident in the Czech Republic returned to Slovakia upon dissolution of 
Czechoslovakia. u However, the size of Czech labor exports must be 
offset by its imports of labor from weaker transition economies, and from 
western countries as well (about 104,000). u 

(3) Unrecorded urivate sector emDlovment 

While some workers left the measured Czech labor force by entering 
unrecorded private sector employment, many of these jobs are secondary jobs 
that do not affect labor force participation, or are held by workers from 
weaker transition economies, not by Czechs who have left the recorded labor 
force. 2/ In addition, the Czech household labor force survey does not 
detect more unemployment than is recorded at employment exchanges. 4J 

u See IKF (1994). 
2/ See for instance. OECD (1994c). 
2/ See OECD (1994c). 
It/ Note that substantial unrecorded private employment would imply that 

the actual Czech unemployment rate is lower than the measured unemployment 
rate. 
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4. Conclusi~ 

It appears that a small number of factors explain why the Slovak 
unemployment rate exceeds the Czech unemployment rate. In 1991, the Slovak 
Republic experienced a sharper decline in employment, due to greater 
production shocks, a weaker financial position for firms, overstaffing, and 
weaker private employment growth. Over a longer period, the Czech Republic 
was able to reduce its labor force through retirement, whereas the Slovak 
Republic began the transition with a lower labor force participation rate, 
and younger demographics. Because of the many similarities between the 
Slovak and Czech Republics, other explanations which may help explain Czech 
unemployment performance relative to other economies are not found to be 
useful in explaining the gap between Czech and Slovak unemployment. 
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Table 1.9. Czech and Slovak Republics: Labor Karket, 1989-93 

1989 1990 1991 1992 1993 

Population age 15-64 
Slovak Republic 
Czech Republic 

Labor force JJ 
Slovak Republic 
Czech Republic 

Unemployment 
Slovak Republic 
Czech Republic 

Total employment 
Slovak Republic 
Czech Republic 

(Thousands of persons. Deriod averaee) 

(at mid-year) 
3,399 
6,793 

3,429 3,443 3,468 3,492 
6.842 6,851 6,903 6,952 

2,423 2,360 2,188 2,279 2,319 
5.402 5,370 5,222 5,079 5,014 

-- 

2,423 2,345 2.008 1,995 1,991 
5,402 5,351 5,059 4,927 4,853 

15 180 284 328 
19 163 152 161 

(Percent of 1989 labor force) 

Unemployment rete 
Slovak Republic 
Czech Republic 

__ 0.6 7.4 11.7 13.5 
-- 0.4 3.0 2.8 3.0 

Sources : Data provided by the Slovak Statistical Office and the Czech 
Statistical Office; and staff estimates. 

u The labor force is computed as the sum of employment and unemployment. 
The definition is more restrictive than the official definition, excluding 
women on maternity leave and military employment, implying that the 
unemployment rate is greater than the official rate. 
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II. Fiscal Outlook in 1995 and in the Medium-Term u 

Fiscal policy in 1995 aims to consolidate Slovakia's gains in fiscal 
adjustment since independence--a reduction in the underlying fiscal deficit 
from almost 13 percent of GDP in 1992 to 1 l/2 percent of GDP in 1994. 
Notwithstanding higher investment expenditures and increased social 
spending, the deficit is to be contained to 3 percent of GDP in 1995. This 
will be made possible by savings in interest expenditures and increased tax 
yields through improved collection efficiency, bracket creep for personal 
income taxes, and the full-year effect of indirect tax increases implemented 
in August 1994. The targeted deficit is consistent with a small primary 
surplus and, hence, with a reduction in the government/GDP ratio caver the 
medium term. HO”fF?t?r, the revenue/GDP and expenditure/GDP ratios will 
remain high in 1995 (over 50 percent) and represent a weak aspect of the 
fiscal situation. In this regard and in the context of a growing economy, 
substantial progress could be made by containing real increases in 
government spending as show" in a" illustrative mediwn-term fiscal scenario. 

The institutional structure of the government sector has undergone 
considerable changes in recent years (Table 28). The most important change 
has bee" the transfer of all social insurance operations from the State 
Budget. Three institutions now form the core of the social security system: 
the Social Insurance Company (SIC), which is in charge of the Pension and 
Sickness Funds, the General Health Insurance Company (GHIC), and the 
Employment Fund (EF). u The creation of a separate social insurance 
system aims at strengthening its financial independence and viability but 
also at improving the quality of its services. A negative consequence of 
these changes has been reduced transparency of the general government's 
financial position until the newly established institutions improve their 
monitoring and reporting practices. y This is important since the State 
Budget now undertakes only 53 percent of total general government 
expenditures (excluding intragovernmental transfers), the remainder being 
accounted for by social security funds (34 percent), local authorities 
(7 percent), and other extrabudgetary operations (6 percent). 

lJ Prepared by T. Sukselainen. 
&' Social insurance operations were first separated from the State Budget 

in 1994 through the establishment of the National Insurance Company (NIC) 
and the EF. The NIC--responsible for the administration of the Pension 
Fund, the Sickness Fund. and the Health Fund--was split into the SIC and the 
GHIC in 1995. The EF was give" the responsibility for both unemployment 
benefits and active employment policies. 

3J Banking data permit the monitoring of the financial position of the 
social insurance funds and other extrabudgetary operations with a relatively 
short lag (10 days to a month). However, detailed expenditure and revenue 
data become available with a considerable lag (several months), thus 
preventing a timely analysis of fiscal trends. 
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1. Fiscal outcome durinF the first half of 1995 

Temporary factors favorably affected fiscal performance in the first 
half of 1995. Specifically. the general government operations showed a 
surplus equivalent to 2 percent of annual GDP as budgetary spending was held 
below budgeted amounts through control of discretionary expenditures. u 
Revenue developments on the whole were in line with expectations. 2/ The 
State Budget recorded a surplus equivalent to about 1 l/2 percent of GDP. 
All extrabudgetary operations showed at the same time a net surplus of 
another l/2 percent of GDP. 

2. Fiscal outlook for 1995 1/ 

The deficit of the general government is projected at Sk 13.6 billion, 
equivalent to 3 percent of GDP in 1995 (Table 11.1). 4/ This corresponds 
to a State Budget deficit of Sk 9 l/2 billion; a surplus of Sk 1 l/2 billion 
in the social insurance funds; a balanced position for the local 
authorities; a small deficit of the extrabudgetary funds; and Sk 5 billion 
of spending on extrabudgetary projects. 

u Only 45 percent of annual discretionary expenditures (Sk 95 billion 
in 1995 budget) were paid out during the first half of the year. The 
authorities plan to increase spending gradually during the latter half of 
the year and use all budgetary allocations unless the official deficit 
target is jeopardized by unfavorable revenue developments. 

u Yields of VAT and excise taxes moved erratically recently. After a 
rather weak performance in the first quarter of 1995, VAT collections 
doubled to Sk 16 billion in the second quarter of the year. It is likely 
that a substantial part of the additional yield during the second quarter 
was caused by tightened refund and deduction regulations, but it is not yet 
clear whether this represents a one-off or a permanent improvement. On the 
contrary, excise tax collections, in particular those related to fuels, have 
been well below their budgeted levels so far in 1995, possibly because of 
increased tax evasion. It is foreseen that a more normal level of 
collections can be fully restored only in 1996, when tighter legislation is 
expected to be in force. 

J/ The fiscal projection assumes that: real GDP will rise by 5 percent 
and domestic demand will replace exports as the main source of output 
growth; the GDP deflator will rise by 9 percent; and the unemployment rate 
will remain at 14-15 percent while the share of long-term (over a year) 
unemployed will rise further. 

&/ Fiscal performance was better than expected in 1994. The general 
government deficit is estimated to have been about Sk 5.8 billion--the 
equivalent of 1 l/2 percent of GDP and well below the target of 4 percent of 
GDP. The State Budget deficit (1.2 percent of GDP) was only one third of 
that expected in the 1994 fiscal program. The combined deficit of all 
extrabudgetary operations (0.2 percent of GDP) was less than half of the 
expected deficit. 



- 16 - 

The revenue/GDP ratio (general government) is forecast to decline by 
0.3 Dercentage uoints in 1995 (Table 20). Tax revenue in relation to GDP 
would increase slightly due to higher effective yields from indirect taxes, 
personal income taxes, customs duties, and the import surcharge. Nontax 
revenues will decline in relative terms because of diminished profit 
transfers from the National Bank of Slovakia (NBS). 

The expenditure/GDP ratio (general government) is projected to rise by 
about 1 percent of GDP in 1995 (Table 21). I/ Current expenditures are 
foreseen to remain virtually unchanged, while overall investment would 
increase by l/2 percent of GDP. Social expenditures are to increase by 
l/2 percent of GDP due to higher spending on pensions, employment programs 
and family allowances. Interest expenditures on state debt are to decline 
even in nominal terms because the NBS halved (to 9 percent) the interest 
rate on credit to Government (relating to deficits of past years). u 

As unforeseen factors could endanger achievement of budgetary targets, 
continpencv reserves amounting to about 0.7 percent of GDP have been 
included in the projection. On the expenditure side, the finances of the 
health sector remain subject to substantial uncertainty. On the revenue 
side, the collection performance of indirect taxes and social security 
contributions is difficult: to forecast accurately owing to macroeconomic 
uncertainties as well as frequent institutional changes that complicate the 
statistical base. 

The domestic banking sector will once again be the most important 
source for government financing (Table 11.2). L/ Net borrowing of the 
general government from the banking system is expected to reach 
Sk 11.3 billion in 1995. Net foreign financing of the Government (in the 
form of suppliers' credits) would be Sk 0.3 billion and net sales of 
government securities to the nonbank public Sk 2.0 billion. At current 
exchange rates, the expected borrowing implies that the gross debt of the 
state will be Sk 145 billion (about 32 percent of GDP) at the end of 1995. 
Net indebtedness would be Sk 41 billion (9 percent of GDP). 4J 

lJ This increase is partly due to the inclusion of contingency reserves 
equivalent to 0.7 percent of GDP in the program. Without these reserves, 
expenditures would increase by 0.6 percentage points in relation to GDP. 

2J The effective interest rate on state debt is expected to decline by 
4 percentage points to 10 percent in 1995. 

3J All financial credits from abroad, including those to the Government, 
are treated as liabilities of the Slovak banking system. Such credits (from 
the G-24 in relation to commitments made in July 1994) are expected to 
amount to about Sk 2.6 billion in 1995. 

&/ The share of commercial banks in financing increased through 1994 in 
connection with the sterilization operations of the NBS and the refinancing 
of direct central bank credit by medium-term bonds (Tables 22 and 23). This 
tendency will continue in 1995. It is estimated that the NBS, commercial 
banks, and the foreign sector each will hold about one third of outstanding 

(continued...) 
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a. State Budpet u 

The 1995 State Budeet was approved with considerable delay--in 
mid-March 1995--since a new Government was formed only in mid-December, 
2 l/2 months after the general elections of September 1994. u Fiscal 
operations in the first quarter of 1995 were based on a Provisional State 
Budget that was passed by Parliament in late December. u 

Total budpet revenue is expected to increase by 11 percent as the 
12 percent decline in nontax revenue dampens the expected 15 percent 
growth of tax revenue. 4/ With tax rates and most deductions unchanged, 
bracket creep--together with lower tax transfers to local authorities--is 
expected to raise revenue from personal income taxes by 0.9 percentage 
points of GDP. The expected boost in indirect taxation, 0.6 percentage 
points of GDP reflects the carry-over effect from the higher rates 
implemented in August 1994 5J and further measures to improve collection 

I?/ (...continued) 
state debt in 1995. The commercial banks held only about one fifth of all 
outstanding government debt in 1994. 

lJ Tables 24 and 25. 
2J The State Budget envisaged revenues of Sk 146.4 billion, expenditures 

of Sk 167.4 billion, and a deficit of Sk 21 billion (4.6 percent of GDP) 
according to official definitions. Excluding amortization of state debt, 
the budgeted deficit would be only about Sk 9 billion (2 percent of GDP). 

3J The provisional budget focused on expenditures, allocating 
Sk 37.9 billion for the first quarter of the year. This was 11 percent more 
than had been actually used in the first quarter of 1994 and 23 percent of 
the total expenditures of the final budget for 1995. Actual expenditures 
during the first quarter of 1995 were only Sk 34 billion, or 10 percent less 
than authorized by the provisional budget. 

4J The projection for total state budget revenues is about Sk 3.7 billion 
lower than the official budget projection. 

J/ Regarding the VAT, some goods and services were shifted from the low 
(6 percent) rate to the standard (25 percent) rate; and the tax base for 
goods imported under preferential trade arrangements was redefined to 
include imputed customs duties. Also implemented in August 1994 were 
increases in excise taxes (on beer, spirits, cigarettes, and fuels). These 
measures were estimated to raise annual collections of indirect taxes by the 
equivalent of about 1 percent of GDP. 
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efficiency. u The 10 percent import surcharge on consumer goods, which 
is expected to remain in force and unchanged in 1995, is expected to yield 
revenue equivalent to 0.7 percent of GDP. Nontax revenue will decline 
because of lover profit transfers from the NBS (balancing lower interest 
payme&s on state borrowing from the NBS). 

/'Budget eXDenditureS (excluding amortization but including the alloca- 
tions for contingencies) are envisioned to be about 14 percent higher than 
actual budget expenditures in 1994. 2/ Subsidies to agriculture as well 
as investment spending (within the framework of the State Budget) are 
forecast to decline. Interest expenditures would decline substantially, due 
to lower interest rates charged on central bank credit. Social expenditures 
(state benefits and social assistance) paid from the State Budget are 
budgeted to increase by 23 percent. 2/ Consumption expenditures would 
increase by 21 percent and transfers to extrabudgetary agencies (within the 
general government) by 17 percent. Defense expenditures are projected to 
rise by 20 percent, to 2.5 percent of GDP in 1995. Defense expenditures 
have risen faster rhan other categories of spending since 1993, when 
Slovakia became responsible for its own defense. 

b. Social Securitv Svstem 4/ 

The social security system as a whole is expected to register a surplus 
of Sk 1.4 billion (0.3 percent of GDP) in 1995. Total revenue of the system 
would be Sk 88 billion (21 percent more than in 1994) and expenditure 
Sk 87 billion (24 percent more than in 1994). Institutional changes and 
higher intragovernmental transfers are mainly responsible for the strong 
growth of revenue and expenditure. y The only new tax measure is the 

1/ In retail establishments collecting VAT and excise taxes, the use of 
electronic cash registers became obligatory as of January 1, 1995 (with 
sanctions against violators to be enforced from mid-1995). Furthermore, 
duty stamps on distilled alcohol products were mandated as of April 1, 1995 
(in addition to duty stamps on tobacco products in effect from last year), 
and retail trade outside licensed enterprises and regulated marketplaces 
will be restricted as in 1995. Measures to restrict possibilities for fraud 
when claiming deductions and refunds became effective on April 1, 1995. 

u In the projection, total budget expenditures are Sk 4.7 billion higher 
than in the State Budget (using same definition of expenditures). 

u Including general income support until August 1994. A new system of 
family allowances (introduced in September 1994) differentiated benefits by 
family income, and raised the average level of benefits--which had remained 
unchanged since 1985. 

W Tables 28 and 29. 
5J The social security funds only received 11 months' contributions from 

employees and employers in 1994 as the January collections (based on 
December 1993 payment obligations) were still received by the State Budget. 
The splitting of the National Insurance Company as well as the new 
responsibilities of the Employment Fund will also increase transfers within 

(continued...) 
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replacement of minimum wage by actual earnings as the base for self-employed 
persons' contributions. 1/ 

Transfers from the State Budget to the social security system are 
projected at Sk 26.3 billion in 1995 (5.7 percent of GDP), up from 
Sk 22.5 billion (5.6 percent of GDP) in 1994. Transfers are in the form of 
social insurance contributions for (a) state employees (at the employers' 
rate of 38 percent, equivalent to Sk 12 billion) and (b) financially 
dependent persons (pensioners, children, disabled and sick, students, 
unemployed), or (c) as temporary, repayable financial help. u The size 
of the second type of contribution is subject to some discretion. v 

The Social Insurance Comoanv (SIC1, succeeding the National Insurance 
Company as the administrator of Pension and Sickness Funds, is expected to 
have a small surplus of Sk 0.2 billion. Pensions were adjusted for 
inflation from July 1. This adds Sk 1.7 billion to pension expenditures, 
which would increase by 14 percent in 1995. Sickness benefits are expected 
to increase by only 6 percent. 

The General Health Insurance Comuanv (GHIC) took over the health 
insurance operations of the former National Insurance Company at the 
beginning of 1995. Expenditures on health services are expected to increase 
by about 23 percent, i.e., less than in 1994 when they expanded by over 

5/ (...continued) 
the system. The overall surplus of the social security system was 
Sk 2.9 billion (0.7 percent of GDP) in 1994 instead of the balanced position 
assumed in the program. 

u This measure had been postponed several times since 1993. Its impact 
could be 0.1-0.5 percent of GDP but is difficult to estimate in the absence 
of data. Early collection data for 1995 indicate that the impact has been 
rather small. 

2/ Contributions in category b are mainly paid to the Pension Fund 
(Sk 4.9 billion in 1995) and the Health Fund (Sk 7.1 billion); the Sickness 
Fund also receives a small amount (Sk 0.1 billion). 

1/ The legislation stipulates that, in principle, the contributions for 
each dependent person should be based on the minimum wage, and calculated 
from this base by using the combined contribution rate determined for 
employees and employers. However, the budget laws of 1994 and 1995 have 
reduced the income base to a fraction of the minimum wage. In the 1994 
budget, the percentages were 90 percent for Pension Fund contributions, 
10 percent for Health Fund contributions, and 10 percent for Sickness Fund 
contributions. In 1995, the corresponding percentages are 80 percent, 
54 percent, and 10 percent, respectively. 
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40 percent. I/ Other health insurance companies are assumed to gain about 
10 percent of the market from the GHIC. 

The Emulovment Fund (EFZ is responsible for both unemployment benefits 
and active employment policies. The EF's operations will be expanded for 
several reasons. The duration of employment benefits has been lengthened at 
the beginning of 1995 from 6 months to 8 months (for those 30-44 years old), 
to 9 months (for those 45 years and older) and will remain unchanged at 
6 months for younger individuals. Average benefits are expected to increase 
by about 15 percent. The EF has also inherited from the State Budget the 
responsibility of making social security contributions to all social 
security funds on behalf of the unemployed persons. Finally, expenditures 
on active employment policies are budgeted to increase by 40 percent, mainly 
due to expanded retraining and public employment programs. As the actual 
expenditures on unemployment benefits are likely to remain somewhat below 
budget, even more funds would be available for active employment policies. 

c. Local rovernments 

The State Budget assumes balanced accounts for the 2,860 local 
governments with both revenues and expenditures at Sk 14.3 billion in 1995; 
this compares with a small deficit (0.2 percent of GDP) in 1994. 2/ These 
estimates do not take into account the municipalities' own efforts to raise 
revenue through entrepreneurial activity or property sales. In the absence 
of aggregated data from actual local government budgets, the fiscal 
projection assumes that both revenue and expenditure would amount to 
Sk 18.7 billion (Table 28). Local authorities are the only sub-sector of 
general government with a declining amount of direct transfers; state 
transfers are expected to amount to only Sk 1.2 billion or about 6 percent 
of overall local government revenue in 1995. However, the local governments 
receive parts of the yield of the "age tax (23 percent), the corporate 
income tax (5 percent) and the road tax (30 percent). 

1/ Health expenditures were kept virtually unchanged in nominal terms 
in 1993 when all health operations were financed directly from the budget. 
Under the tight control of budget expenditures, health institutions accumu- 
lated substantial payments arrears to their suppliers. About Sk 1 billion 
of these arrears were settled in late 1993 and about Sk 2 billion remained 
to be settled in 1994 by budget transfers to the Health Fund. If the 
arrears settled in 1994 had been recorded as expenditures when the arrears 
were incurred (as was done with the new arrears accumulated during 1994), 
the projected increase in health expenditures in 1995 would be comparable to 
the actual increase in 1994. 

2/ Official data (Table 26) show a small surplus because revenue is 
defined to include use of credits and reserves accumulated in earlier years. 
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d. Other extrsbudeetarv operations 1/ &/ 

Expenditures of state funds (including so-called state accounts) are 
budgeted to increase by 40 percent and revenues by 60 percent leading to a 
reduced deficit equal to 0.1 percent of GDP (Table 27). State budget 
transfers to the state funds doubled between 1993 and 1995, reaching 
Sk 3 billion this year. The funds' own revenues have increased roughly at 
the same pece and still make up about two thirds of their total revenues in 
1995. Also expected to rise substantially in 1995 are outlays on 
extrabudeetarv uroiects, primarily for road building, to be financed by bond 
emissions of Sk 3-4 billion. Together with ongoing health sector 
projects--financed by foreign supplier's credits--expenditures on all extra- 
budgetary investment projects would reach about Sk 5 billion (1.1 percent of 
GDP) in 1995. Extrabudgetary projects are financed by debt serviced by the 
State Budget (Sk 0.7 billion in 1995). 

3. Medium-term fiscal outlook--en illustrative scenario 

Attached Table II.3 presents en illustrative fiscal scenario for 
1995-2000. The exercise is based on a medium-term macroeconomic scenario 
that envisages continued high (4-5 percent) growth after 1995 and further 
progress toward price stability, on the assumption that the structural 
reform effort is reinvigorated and that investment strengthens. General 
government revenue and noninterest expenditure have been projected within 
this framework assuming fiscal policies consistent with gradually declining 
revenue to GDP end expenditure to GDP ratios. Debt dynamics are 
incorporated by linking current interest expenditures to the accumulated 
stock of debt with an assumed effective interest rate. 2/ Asset 
developments are projected independently, es determined by expected new 
lending and repayment of government credits. &/ 

u Extrabudgetary funds and accounts of the central government showed a 
deficit (0.3 percent of GDP) in 1994 as the previous year's accumulated 
reserves were run down. Extrabudgetary projects, mainly in the health 
sector, caused a net deficit of 0.5 percent of GDP in 1994. 

2J The National Property Fund is not treated es part of the general 
government. 

2/ Interest expenditures for 1995 in percent of the end-1994 debt stock 
provide the starting point. Assumptions on domestic and foreign interest 
rate developments during the projection period serve as references for the 
adjustment of the expected effective interest rate in the later years. 

4J In the fiscal scenario, net lending is included es en expenditure 
item. By contrast, other fiscal tables in this report show gross lending 
(including guarantees called) as an expenditure item end corresponding 
repayments as a revenue item (among nontax revenues). Both revenue/GDP and 
expenditure/GDP ratios are, therefore, lower in the fiscal scenario (by 
0.5-1.0 percentage points). 
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Revenue projections start from the assumption that the peak of revenue/ 
GDP ratio would be reached in 1994-95, at slightly above 50 percent of GDP. 
This ratio would then decline to the level of 45 percent of GDP by the year 
2000, mainly through the lowering of the effective tax burden and to a 
smaller extent because of continued decline in nontax revenue as 
a percentage of GDP. Personal income tax scales would be adjusted to 
maintain the current effective tax burden unchanged. The existing wide 
difference between VAT rates (6 and 25 percent) would be diminished end the 
effective VAT burden lowered to correspond better to average VAT taxation in 
the EU. The introduction of full tax deductibility of Loan-loss provisions 
(expected to be introduced in 1996) would keep the effective yield of 
corporate income tax during the whole period lower than the current tax 
legislation would imply by up to 1 percent of GDP. The abolition of the 
import surcharge in mid-1996 will also reduce the revenue/GDP ratio by close 
to 1 percentage point. Social security contributions (now amounting to 
50 percent of gross wages) would be gradually lowered. Lower nontax revenue 
reflects among other things institutional changes and lower property income 
of local governments. 

Primary (non-interest) expenditures would peak et about 50 percent of 
GDP in 1995, declining thereafter to 43 percent of GDP by the year 2000. 
Cuts in (current and capital) transfers to enterprises would be continued, 
leading to e decline by about one quarter in reel terms between 1995 and 
2000. Public consumption would increase annually by less then 2 percent in 
response to further rationalization of public administration. Transfers to 
households (pensions, unemployment benefits and employment programs, 
sickness, end other social benefits) would increase moderately (by about 
2 l/2 percent per year in real terms) reflecting improving unemployment 
situation end savings made through the reform of social programs. Public 
investment, boosted by substantial increase in extrabudgetary projects in 
infrastructure, would increase to a new high level by 1996 declining 
thereafter gradually up to the beginning of the new millennium. Net lending 
would again turn positive but remain Low. 

These revenue and expenditure developments would imply a gradually 
increasing surplus in the primary balance, from about 0.1 percent of GDP 
in 1995 to 1 l/2 percent of GDP in 2000. With current interest rate 
assumptions, the ratio of interest expenditures to GDP would continue to 
decline through the period ahead, from 3 percent of GDP in 1995 to 2 percent 
in 2000. The overall fiscal deficit would correspondingly diminish from 
3 percent of GDP in 1995 to less than 1 percent of GDP by the end of the 
period. 

Gross debt/GDP ratio would continue to decline from a peak of 
33 percent of GDP in 1994 to 28 percent of GDP in 2000. The stock of the 
state's largely nonperforming financial assets would increase slightly in 
nominal terms during the period because of new lending, hut would decline 
in percent of GDP from 26 percent in 1994 to about 16 percent by 2000. Net 
indebtedness of the state would thus continue to increase moderately from 
7 percent of GDP reached et the end of 1994, to about 12 percent around 
1998, but start declining thereafter. 
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As the real interest rata on government debt (about 3 l/4 percent on 
average during the period) is clearly below GDP growth (4 l/2 percent on 
average), the first condition for the stability of the debt path is 
guaranteed. In addition, as the primary balance is in surplus and 
strengthening over the medium term, the risk of falling into a debt trap is 
reduced further. The reassuring outcome is, of course, fully dependent on 
the realism of the macroeconomic scenario and assumptions mads on continued 
fiscal consolidation. 
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Table 11.2. Slovak Republic: Financing of the Fiscal Deficit, 1993-95 

(In billions of korunu) 
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JJ Change in net bank credit to the Government at constant exchange rates. 
u Includes in 1994 about Sk 0.8 billion of revenue from voucher privatisation. 
1/ Other than balance of payments support loans. 
4/ The 1993 data exclude "other state accounts." 
u Suppliers' credits. 
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Iabl. II.3. sbv* R.publis: Gm.r.1 Gnv.-nt op.r.tlo"., 1992-2000 
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III. Monetarv Policv Issues in 1994-95 JJ 

1. Overview 

Over the past 18 months, monetary policy in Slovakia has been a key to 
sharply lower inflation--down from 25 percent at end-1993 to 10 l/2 percent 
in mid-1995--and an improved external position. At the same time, it has 
supported an export-led recovery of economic activity. The National Bank of 
Slovakia (NBS) has responded effectively to challenging--and shifting-- 
circumstances. Faced with excess liquidity and a worsening external 
position in early 1994, the NBS--aided by prudent fiscal policy--engineered 
a successful turnaround by firmly tightening credit conditions. Then, when 
foreign exchange inflows began to flow into Slovakia during the second 
quarter of 1994, the NBS decided on their precautionary sterilization. Once 
the monetary authorities became convinced that the foreign exchange inflows 
were associated with growth in exports and output, they strove in late 1994 
and in early 1995 to strike a balance between sterilization and normalized 
credit conditions for enterprises. For 1994 as a whole, broad money thus 
grew by 18 l/2 percent--relative to 10 l/2 percent targeted by the monetary 
authorities--entirely reflecting a large rise in net foreign assets (NFA) of 
the banking system; net domestic assets (NDA) of the banking system declined 
by 1 percent, against a targeted increase of about 5 percent. Meanwhile, 
the NBS has gradually reduced its reliance on bank-specific credit ceilings 
and improved its indirect monetary policy instruments and monitoring 
framework. Nevertheless, there remain constraints on the conduct of 
monetary policy through open market operations, which stem from interest 
rate rigidities, noncompetitive conditions in the interbank market, and 
insufficient coordination with fiscal policy. 

2. Resoondine to fiscal sliuuage and devaluation exuectations 

Four months of monetary looseness, from October 1993 to January 1994, 
were followed by three months of monetary correction, from February r-o April 
1994 (Table III.1 below). The first phase "as characterized by apparently 
excessive growth in liquidity--especially taking into account the modest 
growth in real incomes and the then low confidence in the currency--and by a 
worsening external position: the level of official foreign exchange 
reserves declined by USSO. billion to USSO. billion at end-January 1994, 
barely half a month's imports of goods and services. The relatively loose 
monetary conditions were also reflected in somewhat lower average short-term 
lending rates to enterprises, while sensitive interbank lending rate.s 
declined more strongly. 2/ The main factor behind these developments "as 
a rapid rise in the NDA of the banking system by the equivalent of 

I/ Prepared by A. Georgiou. 
u Average short-term lending rates to enterprises declined by about 

1 percentage point between September and December 1993, while average bid 
rates for one-month interbank deposits fell by about 3 percentage points 
during the same period. 
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10 percent of initial broad money, reflecting fiscal slippage--which was 
largely accommodated by the NBS--and robust growth of credit to enterprises. 

At the beginning of the second phase (February to April 1994). the NBS 
took strong corrective action by contracting credit to commercial banks and 
tightening bank-specific ceilings on credit to enterprises and households. 
A 70 percent decline in credit to banks (equivalent to 13 percent of the 
end-January monetary base) was effected by discontinuing refinance credit 
auctions at the central bank and by greatly reducing amounts outstanding 
under the rediscount facility. Fiscal policy was also very contractionary 
during this period reflecting in part seasonal factors. Thus, the NDA of 
the banking system contracted by the equivalent of 4.9 percent of initial 
broad money during February-April 1994. 

Ist.1. III.l. tbn.t.ry O.“.mpntr. 0ct.c.b.c 199x-lrpril 19% 

cP.rc.“t Elm”*.* ““l.,. oth.rria. “Ot,.dJ 

Oct. 1993-Jan. 1994 F.b.-April 1994 

M0n.t.m *Yr”.Y 1.v.l 1, 
Br0.d m0n.y 11.0 2, -0.2 
s.t .cx.iS” ..s.ts -3.2 4.7 
s.t dan..tis .s..t* 14.2 2, -&.9 

As a result of the monetary tightening, one-month interbank interest 
rates quoted by banks rose sharply, from about 12 percent at end-December to 
29 percent at end-April. Nevertheless, the banks raised only marginally the 
rates offered to primary depositors and charged to enterprises [see 
Table 32). This can be explained by the fact that the bulk of interbank 
deposits bears negotiated fixed interest rates u and by the banks' 
practice of basing their lending and deposit rates on the NBS discount rate 

u Thus, average interbank interest rates rose from 15.9 percent in 
December 1993 to 18.2 percent in May 1994; those on short-term deposits rose 
more sharply, from 16.4 percent to 19.9 percent during the same period. 
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which remained unchanged from late 1993 to March 1995. u This stickiness 
limits the usefulness of quoted interbank interest rates as an operational 
policy target or as an indicator of monetary conditions. 

The credit measures adopted by the NBS, in conjunction with the improved 
fiscal position, curtailed liquidity and contributed to a strong turnaround 
in the external performance. Broad money declined slightly during February- 
April 1994 reflecting in part seasonal factors, while the NFA of the banking 
system rose by the equivalent of 4.7 percent of broad money. The official 
foreign reserves recovered to IJSSO.5 billion by end-April 1994, above their 
earlier peak at end-September 1993. The speed with which the turnaround in 
external performance was effected can be partly attributed to a weakening of 
devaluation expectations, which were influenced by the NBS' announced 
decision to defend the exchange rate parity and to adopt restrictive 
measures as needed in support of this objective. Several ad hoc measures 
also appear to have contributed. u In addition, the need to settle tax 
obligations in March and April may have forced enterprises to bring in 
delayed export payments. 

3. Dealine with foreien exchanee inflows 

In the period from May 1994 until recently, the NBS has had to deal with 
large foreign exchange inflows whose source was initially uncertain. The 
following table summarizes developments of the main credit and monetary 
aggregates during this period, which is again broken into two phases. The 
first phase--extending through September 1994--w== characterized by 
substantial sterilization of the foreign exchange inflows and a very strong 
increase in the NFA of the banking system. The second phase--that started 
in October 1994--involved lower rates of sterilization and growth of banking 
system NFA (on an average monthly basis). This was based on an assessment 
by the NBS that faster than targeted growth in broad money could be 
tolerated as it was probably consistent with stronger demand for financial 
assets in line with higher economic activity; some increase in the NDA of 
the banking system was thus allowed but by less than envisaged under the 
authorities' monetary program. 

1/ The NBS raised the discount rate from 9.5 percent to 12 percent in 
December 1993. 

2/ In December 1993, the Slovak koruna was devalued by 5 percent against 
the Czech koruna under the bilateral payments agreement with the Czech 
Republic; and in early March 1994, a 10 percent import surcharge on consumer 
goods was introduced. 
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Tc.k.1. III.2 t4on.t.z-y D.“.lop.ht.. H.Y 1994-H.roh 1995 

cp.rs.nt Ehula.. un1.s. oth.rwi.. notAg> 

Hon.tan .“rv.Y 1W.L 1, 
Br0.d mo”.Y 20.9 

19.9 
1.0 

7.7 
12.4 
-4.7 

The large increase in the NFA of the banking system in the second 
quarter of 1994 was first welcomed by the NBS, but its sheer magnitude soon 
gave rise to concern. The NBS could not be certain whether the resulting 
increases in broad money corresponded to increased economic activity and 
strengthened confidence in the currency, or to excess liquidity fed by 
capital inflows. Adding to the impression of excess liquidity was a decline 
in the one-month interbank rate from 29 percent at end-April to 12 percent 
at end-June; over the same period, the average short-term interbank rate 
declined by 3 percentage points to 17 percent. Information on real economic 
developments would come with a lag and would be subject to significant 
revisions. These phenomena persuaded the NBS to embark on a precautionary 
sterilisation of foreign exchange inflows by discontinuing--once more--the 
auctions of NBS credit and by letting outstanding credits be repaid. At 
that point, the NBS realized that it lacked the instruments to lower further 
its own NDA and the NDA of the banking system. The solution was found in 
the shift of government debt to the NBS (accumulated from financing deficits 
in earlier years) to commercial banks. The Ministry of Finance issued bonds 
which were bought by banks, and with the proceeds it decreased its 
liabilities to the NBS. This operation, which required the consent of the 
Ministry of Finance, highlighted the central bank's lack of control over the 
timing, magnitude and duration of liquidity absorption, as these were 
decided by the Ministry of Finance. Nevertheless, the NBS can issue its 
own bonds to absorb liquidity as needed from banks. In sny event, the 
contractionary efforts of the NBS were responsible for a reduction of its 
NDA by almost Sk 7 billion (21 percent of the initial monetary base) between 
end-April and end-September 1994. With banks short of liquidity, credits to 
enterprises and households stagnated at below end-1993 levels throughout the 
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third quarter of 1994, growing by a mere. 0.7 percent during the quarter. 
Meanwhile, fiscal operations remained broadly balanced from end-April to 
end-September. The NDA of the banking system was thus kept well below 
targeted levels, indeed falling by over 3 percent during the five-month 
period to end-September 1994. 

The assessment that foreign exchange inflows were not endangering 
monetary stability led the NBS, after September 1994, to attempt a more 
appropriate balance between prudence and normalisation of credit conditions 
for enterprises. To this end, the NBS paid closer attention to developments 
in the broad credit aggregates rather than to interest rate signals from the 
interbank market. The result was that credit to enterprises grew by about 
5.4 percent of initial broad money in the six months to March 1995. This 
was consistent with continuing sterilisation, albeit at a more moderate 
pace; the NDA of the NBS contracted by 19.5 percent of initial monetary base 
in these six months, compared with a 35 percent decrease in the five months 
to September 1994. The NBS probably would have opted for more rigorous 
sterilisation in the first quarter of 1995, but for its lack of control over 
the timing of government debt sales to commercial banks; the NDA of the NBS 
thus declined by only 6.3 percent of initial monetary base during this 
period. At the same time, credit to enterprises rose faster than targeted. 
Under these circumstances, the NBS explored alternative ways of absorbing 
liquidity and issued its own paper for the first time. In the second 
quarter of 1995, the Ministry of Finance agreed again to issue bonds in 
replacement of government liabilities to the NBS, and the rate of 
sterilisation increased strongly. This proved useful also in dealing with 
significant temporary inflows prompted by expectations of revaluation of the 
Slovak koruna in the context of the clearing agreement with the Czech 
Republic. 

In summary, the decision to sterilise vigorously in the third quarter of 
1994 was a prudent one, given the uncertainties of that time. It produced a 
massive improvement in the external position which set to rest devaluation 
expectations and strengthened the reputation of the central bank. On the 
other hand, it could be seen--=x post--as somewhat excessive, with its cost 
being the prolongation of very tight credit conditions for enterprises. 
Moreover, the NBS became fully aware during this period of the possible 
constraints on monetary policy imposed by its lack of control over the 
government debt on its balance sheet. 

4. Evolution of instruments of monetarv oolicv 

Regarding changes in the conduct of monetary policy in 1994 and 1995, 
one could point to: (a) th e elimination of bank-specific credit ceilings 
for all but five banks in October 1994; (b) the abandoning of foreign 
exchange swaps as a means of influencing domestic liquidity of commercial 
banks in May 1994; (c) the coordination with the Ministry of Finance--both 
in 1994 and 1995--to absorb liquidity by effective securitization of some 
government debt to the central bank and its sale to banks; (d) the withering 
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away of the central bank rediscount facility for bills of exchange; and 
(e) the conduct of open market operations (OMO=)--in March and April 1995-- 
via the sale of very short-term bills issued by the central bank. 

The gradual elimination of credit ceilings has taken place as part of 
the move towards indirect monetary policy instruments. The NBS feels that 
macroeconomic stabilisation and improvement in banking sector conditions 
have permitted this move. Further reductions in the number of banks subject 
to credit ceilings will come about if these conditions persist and as the 
NBS improves its capacity to conduct policy with indirect instruments. The 
abandoning of foreign exchange swaps was justified by the need to support 
instead the development of a money market in domestic currency assets. The 
coordination with the Ministry of Finance to replace NBS-held government 
debt (Sk 8 billion in the latter half of 1994 and Sk 15 billion in the first 
seven months of 1995) with bonds sold to banks was the first step towards 
conducting large scale OMOs to absorb liquidity from the banking system. 
The next step will be the explicit securitization of the government debt on 
the NBS balance sheet, which will permit the NBS to decide--independently 
from the Ministry of Finance--the time. scale, and duration of liquidity 
injections or withdrawals. The NBS rediscount facility has been brought to 
below Sk 1 billion in March 1995--it averaged about Sk 4 billion in 1993-- 
partly because the NBS considers that its appropriate role is not to direct 
credits to specific sectors or to provide subsidised credits to the economy. 
Finally, the NBS issued on three occasions in 1995 its own very short-term 
bills to absorb excess liquidity from the banks when the Ministry of Finance 
was not ready to sell bonds to replace its debt with the NBS, and when there 
were no more outstanding amounts from credit auctions to banks that could be 
useful in absorbing liquidity by not being replenished. The NBS has also 
used these operations to familiarire itself and commercial banks with OMO=, 
es it .intends to permanently replace credit suctions with OMOs. u 

The monitoring framework for monetary policy has not changed in 
significant ways in 1994 and up to now in 1995. The most important 
monitoring tool of the authorities continues to be the monetary survey and, 
given the fixed exchange rate regime, the fundamental aim of the NBS has 
been to control the NDA of the banking system so as to ensure the banking 
system NFA objectives of the monetary program. However, concern over 
inflation has meant that the NBS has been paying close attention to 
developments in broad money (M2), and has been continuously trying to assess 
whether increases in it represent increases in money demand or accumulation 
of excess liquidity. Caution in this ares has meant that the NBS has 
sterilized foreign exchange inflows in 1994 by keeping the NDA well below 
its targeted path. 

I/ Credit auctions (also called by the NBS refinance auctions) were a 
relatively efficient instrument of monetary policy when the NBS needed to 
inject liquidity, but no suctions have been held since July 1994 in Light of 
the NBS drive to absorb liquidity in this period. 
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To supplement its monitoring, the NBS continues to follow developments 
in the Liquidity of commercial banks and in interbank interest rates. The 
NBS is supposed to respond to changes in commercial bank liquidity, only if 
actual and potential developments in the NDA of the banking system and its 
components warrant it. Although the NBS has recently contemplated using 
interbank interest rates as operating targets, it also has recognised that 
the imperfect and segmented interbank market cannot provide adequate signals 
to policy makers in the form of interest rate movements. In this context, 
the NBS has for the most part continued to rely on an assessment and 
manipulation of quantities to achieve its objectives. Finally, an effort 
will be made to gradually introduce the NDA of the NBS as the operating 
target of monetary policy, consistent with broader targets at the level of 
the monetary survey. Regarding policy horizons, annual and quarterly 
horizons continue to be used by the NBS, but there has been more emphasis on 
monthly horizons which are consistent with the quarterly ones, This has 
been made possible by the faster availability--starting in 1994--of monetary 
survey data on the basis of ten-day reports by commercial banks. 

5. Constraints on the conduct of monetary oolicv 

The main constraint on the conduct of monetary policy has been the small 
stock of government securities in the balance sheet of the NBS, which has 
meant that the central bank has depended on the Ministry of Finance to 
determine the time. scale, and duration of withdrawal of liquidity from the 
commercial banks. This has become more of a problem after the NBS 
extinguished most of the credit it had provided to commercial banks--mainly 
through credit auctions--in its effort to drain their excess Liquidity. 
This constraint on the conduct of monetary policy can be alleviated by the 
NBS issuing its own bills, but this has its drawbacks, in the form of 
segmenting the emerging market for governraent paper, and by increasing the 
possibility of quasi-fiscal deficits. Another constraint on the conduct of 
monetary policy is the structure of the interbank market, whereby there is 
one major bank heavily dependent on interbank deposits and there is only one 
significant supplier of such deposits. In this context, a contraction by 
the NBS can result in large reserve shortfalls and excessively high 
interbank interest rates. A final constraint is the excessive seasonality 
of the fiscal deficit, with virtually most of it occurring at the very end 
of the year. The result is that within a few weeks there are very large-- 
and not always predictable--increases in liquidity, which may endanger 
inflation objectives and may require abrupt changes in monetary policy. 

..- 



- 34 - 

IV. Addressinn the Bad-Debt Problem in the Slovak Ecoq u 

1. overview 

The authorities of the Slovak Republic and earlier of the former Czech 
and Slovak Federal Republic (CSFR) have redesigned institutions, incentives 
and regulations, and have channeled substantial resources to create a 
market-based financial system in Slovakia. This study describes and 
assesses one aspect of that process, namely earlier and ongoing efforts to 
strengthen the financial position of banks. 

The origin and structure of the Slovak banking system are discussed in 
section 2. Measures adopted by the authorities since 1991 to address 
solvency problems in banks--including debt write-offs in exchange for bonds, 
recapitalization of banks, and removal or subsidization of low-yielding 
loans--are described in section 3, as are policies put Ln place mainly in 
1991-92 to ensure prudential banking behavior. Section 4, in light of the 
preceding section, evaluates the financial soundness of the banking system 
using "payment arrears data" and annual reports of several major banks. 
Section 5 utilizes a recent study prepared by the Nat o a -4 
m and a worldwide consulting firm to provide a preliminary 
assessment--based on international accounting standards--of the financial 
position of major banks. Related to the recommendations of this study is 
ths authorities' bank restructuring program, part of which has been 
introduced: namely, new regulations on loan classification and provisioning 
together with more extensive audits of all banks. Another element of that 
program. if adopted, would allow qualifying banks to provision from 
before-tax income. 

2. Orieins and structure of the Slovak bankine system 

Prior to 1990, the State Bank of Czechoslovakia (SBCS) not only served 
as the country's central bank, but also acte& as the country‘s largest 
commercial bank by making loans directly to firms according to priorities 
embodied in the plan. The Slovak State Savines Bank tSLSP1 and its Czech 
counterpart placed a majority of their deposits in SBCS, vhich in turn on- 
lent those resources to firms. 

January 1. 1990 marked the beginning of the two-tier banking system as 
the SBCS allocated its commercial loans to two newly established stare-owned 
banks--General Credit Bank (WBX and Commercial Bank of Prague (KBP)--and to 
the Investment Bank, Prague (IB). At end-1992, IB was divided into the 
Investment and Develoument Bank (IRBI, based in Bratislava, and its Czech 
counterpart. In 1991, the CSFR authorities established the Consolidation 
Bank (KON), initially to relieve WB and KBP of inherited low-yielding 
loans. KON was split at end-1992 into the Consolidation Bank of Bratislava 
m and its Czech counterpart. KBB has been restricted from accepting 
deposits and extending new loans, and the authorities intend to convert it 

y Prepared by M. Marrese 
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into a work-out agency for bad loans. Another bank from the pre-transition 
era is the Czechoslovak Trade Bank CCSOBl. which before 1990 handled 
operations and transactions in foreign currencies between domestic trading 
companies and foreign subjects and represented the state in international 
financial markets. Currently CSOB--based in Prague with a branch in 
Bratislava--extends short-term export and import credit, and in 1994 
financed half of Slovakia's foreign trade. 

Three priorities characterized the early days of the two-tier system: 
deregulating specialised banks, hence SLSP and CSOB were given universal 
banking licenses; encouraging new entrants--the number of banks grew from a 
handful in 1990 to 29 banks in 1994; and meeting the financing needs of 
agriculture--which previously received either budgetary subsidies or 
directed credit from the SBCS. With regard to the third priority, the 
Slovak Agricultural Bank (SPBl--owned by the Hinistry of Agriculture, the 
Slovak Insurance Company, and the food industry--was created in June 1990, 
and has become the second largest lender to the agro-industrial sector 
(after WB). In addition, Aerobank (AB1, a subsidiary of the Czech Agro 
Bank of Prague, has been active in lending to agro-industry. 

As of late 1994, Slovakia's 29 banks consisted of: the NBS: two wholly 
state-owned financial institutions (KBB and the Slovak Guarantee Bank (SZBL, 
which guarantees loans to small- and medium-size businesses); the wholly 
state-owned SLSP; the majority state-owned WB; seven banks capitalized 
100 percent by domestic capital: four banks with majority domestic 
ownership; three banks with majority foreign ownership; and ten branches of 
foreign banks. 

On the credit side, the five largest banks, as of mid-1995, controlled 
over 80 percent of all lending to enterprises and households: WB with 
35 percent (Sk 99 billion), SLSP with 17 percent (Sk 47 billion), IRB with 
13 percent (Sk 38 billion), KBB with 10 percent (Sk 28 billion), and CSOB 
with 8 percent (Sk 22 billion). However, over time, IRB, SLSP, KBB and 
especially WB have seen their shares of lending decline (Chart IV.l). 
Beyond these five large banks, Slovakia has two medium-size banks: AB with 
Sk 10 billion of loans and Tatrabank with Sk 4 billion of loans. All other 
banks had loans totaling under Sk 2 billion. 

On the deposit side, SLSP's share has declined steadily, but still 
constituted 45 percent of all deposits at end-1994 (Chart IV.l). WB's 
share has dropped slightly, while banks other than the largest four (WB, 
SLSP, 1P.B and KBB) have been successful in attracting new deposits, from 
Sk 9 billion at end-1991 to over Sk 67 billion at end-1994. 

3. Efforts to improve the financial position of the banking svstem 

In the early 19906, several factors underpinned the widespread 
perception that the Slovak banking system was facing solvency difficulties. 
The demise of the CMFA, the collapse of Slovakia's traditional export 
markets, the dismantling of the closed, planned economy and the onset of 
radically different relative prices initially contributed to a severe 



- 36 - 

decline in output and enterprise profitability. In addition, the inherited 
loan portfolios were heavily tilted, on the domestic side to Loans which 
were either low-yielding or soon-to-be nonperforming, while on the foreign 
front the State had accumulated substantial convertible-currency liabilities 
which needed to be serviced, yet the bulk of its assets, mostly denominated 
in non-convertible currencies, were nonperforming. Moreover, some major 
banks had weak capital positions--for example, WB reported a capital/asset 
ratio of less than 2 percent at end-1990. 

In general, failure to address the stock and flow aspects of the 
intertwined insolvency of banks and enterprises involves substantial 
costs. u The stock problem--how to pay for the replacement of inherited 
bad debt--needs to be solved otherwise: banks may become locked-in to 
lending to non-viable firms rather than restructuring them; firms which 
could survive may fail because they are burdened with unrepayable debt; a 
wide spread between deposit and lending rates may develop as banks endeavor 
to recapitalize themselves with retained earnings; the emergence of a wide 
spread between deposit and lending rates could weaken the resolve of policy 
makers to maintain macroeconomic stability; and the tntroduction of 
prudential regulation may be delayed in order to hide overall weaknesses in 
the banking system. In addition, the flow problem--how to ensure that the 
appropriate bank management, incentives and conditions are in place to 
promote prudential decision making--should be addressed, otherwise the stock 
problem would simply re-emerge. 

a. Direct actions to imorove banks' loan portfolios 

Since 1991, the authorities have taken a number of measures to directly 
improve the quality of the banks' loan portfolios. u 

(1) In June 1991. the CSFR Ministry of Finance shifted 
Sk 110 billion of "revolving credits" from WB and KBP to the newly 
established KON; WB's share, transferred to KBB (the Slovak successor of 

u See Brainard (1991), and Begg and Porte6 (1992). 
u Table IV.5 provides a detailed description of measures to address 

solvency problems in the Slovak banking system; Table IV.6 provides 
estimates of the fiscal cost and amortization, if any, of the measures. 
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CHART IV.1 
SLOVAKIA 
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KON), was about Kcs 30 billion. u This allowed WB and KBP to reduce the 
book value of their assets, thus improving their capital to asset ratios. 

(2) The Slovak authorities wrote off Sk 15 billion of loans to 
the armaments industry and other troubled sectors from the balance sheet of 
WB and other banks in 1992-93. 2/ In return, the banks recefved bonds 
issued by the National Property Fund (NPF)--repayable over a 5-year period 
at an interest rate of 2.5 percent above the discount rate. 

(3) Selected banks were recapitalized in 1992 through issuance of 
NPF bonds valued at Sk 5 billion (1 l/2 percent of GDP) repayable within two 
years with no interest receivable. 1/ 

(4) The Slovak Ministry of Finance has compensated SLSP and IRB 
through tax deductions or subsidies at an annual cost of about 0.5 percent 
of GDP for pre-1990 long-term loans to households (housing loans and loans 
to newlyweds) at below-market interest rates. 

(5) NPF resources have been used to assist enterprises service 
loan obligations to banks (for example, the EBRD/WB loan to the aluminum 
company ZSNK with the NPF responsible for some of the servicing costs). 

(6) On January 1, 1993, the Czech and Slovak Ministries of 
Finance took over the respective Czech (two thirds) and Slovak (one third) 
shares of the CSFR's foreign assets and liabilities from CSOB's portfolio. 
CSOB's balance sheet showed accumulated assets of Kcs 95.5 billion 
(Kcs 91.5 billion in non-convertible currencies, Kcs 4.0 billion 
(lJSSO.138 billion) in convertible currencies) and liabilities of 
Kcs 74.4 billion (Kcs 14.0 in non-convertible currencies, Kcs 60.4 billion 
(IJS$2;090 billion) in convertible currencies). For the most part, the 

u Among the loans WB inherited were Kcs 50 billion (over 40 percent of 
its portfolio) of revolving inventocy credits to enterprises at negative 
real interest rates. After a year of debate with the CSFR Ministry of 
Finance, KBP and WB were allowed to "improve" their balance sheets by 
transforming the fixed 6 percent interest rate on revolving inventory 
credits into short- and medium-term credits at 20-24 percent. Following 
protests by the affected enterprises, the CSFR authorities created the 
Consolidation Bank (KON), which in June 1991 took over about two thirds 
(Kcs 110 billion) of the KBP's and WB's revolving inventory credits. 
Simultaneously, KON granted enterprises more favorable terms on their 
existing loans, namely an eight-year maturity at 4 percent over the bank 
discount rate (equal to 13 percent in June 1991), compared to the earlier 
short and medium terms at 20-24 percent, Vojtisek (1993, pp. 69-71). 

2/ Benefiting from this scheme were WB (Sk 10.9 billion in 1992 and 
Sk 2 billion in 1993), IRB (Sk 1.2 billion in 1993), AB (Sk 0.15 billion in 
1992), and KBB (Sk 0.733 billion in 1993). 

3J WB (Sk 2.1 billion), CSOB (Sk 0.4 billion), SLSP (Sk 1.2 billion), 
KBB (Sk 1.0 billion), CSOB (Sk 0.4 billion), IRB (Sk 0.35 billion), and SZB 
(Sk 0.21 billion). 



- 38 

assets were nonperforming, and the liabilities needed to be serviced. As 
one measure, the Ministries of Finance agreed to fund CSOB's uncovered 
exchange rate losses from engaging in state-related activities, at a ratio 
of 2 to 1. These uncovered losses equaled Kcs 21 billion, the difference 
between the net value of CSOB's assets and liabilities in non-convertible 
currencies and the net value of CSOB's assets and liabilities in convertible 
currencies. JJ Earlier the Czech and Slovak NPFs donated bonds to 
CSOB. u 

(7) At end-1992, KCS 13.3 billion bonds were issued to IB by the 
Czech (two thirds) and Slovak (one third) Ministries of Finance. In return, 
the ministries received a" equivalent amount of loans, which previously had 
been guaranteed by the CSFR Hinistry of Finance and mostly represented 
receivables connected with a government-sponsored construction project in a 
former CMEA country. J/ 

(8) In May 1993, the Government directed KBB to purchase from 
exporters Sk 3.14 billion of "uncollectible export receivables" associated 
with trade disruptions/embargoes with Iraq, parts of the former Yugoslavia, 
and the former Soviet Union for Sk 2.2 billion. Later, the Ministry of 
Finance agreed to begin, in 1994, to make payments on these export 
receivables directly to KBB. 

The above measures, though implemented on a" ad hoc basis, were 
effective in improving the financial standing of banks. However, the 
authorities, after several years of providing federal assistance to banks, 
now .intend, for reasons of both moral hazard and social equity, to limit 
government intervention and to encourage banks to use primarily their own 
resources to deal with their problems. This being said, several weaknesses 
in the banking system suggest that some outside assistance may become 
necessary. For instance, the transfer of revolving inventory credit to KON 
(and then to KBB) improved the portfolio and capital adequacy of WB, but 
KBB was not given sufficient resources with which to cover losses. Instead, 
it received long-term redistribution credits of Sk 16.7 billion from the NBS 
and deposits of Sk 11 billion from SLSP and the Slovak State Insurance 
Company. KBB's solvency has become a concern because over time a large 

1/ The Slovak contributions to interest payments and amortisation 
respectively were: Kcs 0.80 billion and Kcs 1.80 billion in 1992; 
Sk 1.39 billion and Sk 2.03 billion in 1993; and Sk 1.51 billion and 
Sk 2.84 billion in 1994 (see CSOB 1992 Annual Report, 1993, pp. 7, 28). 
Kcs/US$ exchange rate of 28.899. 

u In 1992, the Czech NPF donated Kcs 2.2 billion of 5-year bonds at 
2 percent over the discount rate to allow CSOB to write off nonperforming 
loans. In addition, the Czech and Slovak NPFs donated Kcs 1.1 billion and 
Kcs 0.4 billion, respectively, of multi-year zero-interest bonds to 
recapitalize CSOB. 

J/ An additional Kc 20 billion of foreign-trade related nonperforming 
loans held by CSOB were taken over by a special facility at the Czech 
Ministry of Finance at end-1993. 
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proportion of its inherited debt has become problematic--reflecting the 
manner in which the loans were initially granted and the incentive-numbing 
effect of restricting KBB from offering new credit. L/ In response, 
the NBS has recently started creating loan-loss provisions for its redistri- 
bution credits--Sk 2.6 billion of such provisions were made in 1994, and a 
similar amount is envisaged for 1995. 

In addition, the authorities have not, for the most part, helped banks 
write off loans to the agro-industrial sector, mainly extended by WB, SPB, 
AB and SLSP. Given the heavy losses agriculture suffered during 1991-94 and 
the Ministry of Agriculture's estimate that in 1993 about 45 percent of all 
farms were unprofitable and not creditworthy, these loans may be 
problematic. 

The explicit fiscal cost of these measures (borne by both the State 
Budget and the NPF, excluding amortization) in percent of GDP, was 
1.3 percent, 1.3 percent, and 1.6 percent in 1992, 1993, and 1994, 
respectively (Table IV.l). u These figures include neither implicit tax 
deductions related to reserve-building from before-tax profits nor the lower 
NBS profit transfer to the State Budget due to NBS provisioning of its 
redistribution credits to KBB. Taking into account these less direct costs, 
the fiscal cost is estimated to have risen from 1 l/2 percent of GDP in 1992 
to 3 percent of GDP in 1994. 

Table IV.l. Interest Cost, Amortfzation, and 
Debt Service Related to the Authorities' 

Bank Restructuring Policies 

(As a uercent of GDP) 

Interest Cost Amortization Debt Service 

1992 1.3 2.2 3.5 
1993 1.3 2.2 3.6 
1994 1.6 1.9 3.5 

Source : Table IV.6. 

1/ At end-1994, revolving inventory credit represented about 60 percent 
of KBB's outstanding loans, with the share of doubtful and unclassified 
loans among such inventory credit rising from 6.5 percent at end-1993 to 
13.6 percent at end-1994 (KBB 1994 Annual Renort, 1995, p. 11). 

u Total cost (including amortization but excluding the less direct 
transfers mentioned below) as a share of GDP, equaled 3.5 percent in 1992, 
3.6 percent in 1993, and 3.5 percent in 1994 
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b. Policies to ensure "rudential bank behavior 

In order to promote prudential management, the SBCS in 1990 established 
guidelines for capital/asset ratios, credit/deposit ratios, foreign exchange 
positio"s, concentration of assets, and obligatory minimum reserves 
(9 percent on short-term deposits and 3 percent on longer-term deposits 
introduced on a phased basis). The Central Banking and Commercial Banking 
Acts of December 1991 established a risk-weighted formula for measuring 
capital adequacy which meets international standards, and required existing 
banks to meet a minimum capital adequacy ratio rising from 6.25 percent at 
end-1993 to 8 percent at end-1996. Moreover, banks were required to report 
quarterly on their capital adequacy, In 1992, new regulations on liquidity 
management, foreign exchange positions and credit risk exposure were issued. 
These rules were updated once again in early 1994. JJ 

In mid-1992, the SBCS directed banks to compile and report monthly data on 
loans in arrears on the basis of a five-category classification. u In 
addition, the SBCS recommended that banks set aside provisions according to 
specific guidelines. 1/ The SBCS also allowed banks to upgrade collate- 
ralized loans on the basis of their judgements about the quality of the 
collateral. In late 1992, the CSFX Parliament passed Act 610, allowing banks 
to use before-tax income to increase General Reserves up to 2 percent of all 
medium-and long-term loans plus 10 percent of all doubtful loans, plus 
2 percent of all guaranteed loans. &./ Banks could also deduct as a cost, the 
total amount of a loan that has bee" declared as a loss by a court decision. 
However, banks could create loan-loss provisions from before-tax profits only 
with the permission of the Ministry of Finance. Such permission has been 
granted only on rare occasions. 

1/ For example, credit exposure to a single borrower cannot exceed 
25 percent of a bank's adjusted capital, and credit exposure to a bank's ten 
largest borrowers cannot exceed 230 percent of adjusted capital. 

2/ Five categories were put forward: standard--assets being repaid on 
time and a satisfactory financial situation for the debtor; special 
mention--overdue by 90 days or less and not endangered; substandard-- 
payments overdue for more than 90 days but not considered doubtful or 
uncollectible: doubtful--payments overdue for more than 90 days but less 
than 360 days: and loss--payments overdue for at least 360 days. 

y The SBCS recommended: 5 percent provisioning for special mention 
loans, 20 percent for substandard loans, 50 percent for doubtful loans, and 
100 percent for loss loans. 

4~' General Reserves may be used when a debtor is being liquidated and the 
bank's share of liquidation proceeds will not cover the amount owed or when 
a judge gives a bank permission to recoup collectable receivables which are 
several years overdue. Note that any buildup in General Reserves counts as 
an increase in a bank's liabilities. 
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The NBS reintroduced, in February 1993, bank-specific credit ceilings 
on most banks so as to enhance its control over credit aggregates--in light 
of heightened pressures on prices and foreign reserves in the aftermath of 
independence and the dissolution of the monetary union with the Czech 
Republic--but also for prudential reasons and as a means of promoting 
competition within the financial sector. u These restrictions were 
inspired partly by a spurt of business lending by SLSP (below). The NBS 
also informed commercial banks that each bank must undergo an annual audit 
by external auditors whose selection and terms of reference must be cleared 
by the NBS. In addition, on-site bank inspections began to take place in 
late 1993. 

4. Develonments in the financial nosition of commercial banks 

To ascertain the size of bad debt in the banking system, one may rely 
on information on "loans in arrears" based on data which are submitted 
monthly to the NBS and published in an aggregated form. By comparison, a 
classification.according to international accounting standards (IAS) would 
take into account financial indicators of the debtor to forecast the future 
debt service capacity of companies and would apply stricter criteria in 
evaluating the collateral of loans than was permitted under the accounting 
rules Slovakia inherited from the SBCS. 

a. avment arrears data 

At end-1992, 3 percent of all loans were reported as overdue by at 
least three months (labeled as substandard, doubtful, and loss in 
Table IV.2). The proportion of such loans rose to 12 percent at end-1993, 
30 percent at: end-1994 and 32 percent at end-May 1995. Given that this 
reported sharp deterioration in the servicing af loans has occurred during a 
period in which the economy has experienced an economic turnaround and 
enterprise profitability has improved, u it likely reflects an increased 
willingness of banks to acknowledge problems in their loan portfolios now 
that they have built up their general reserves and loan-loss provisions. 

b. Performance of major banks: annual reoorts based on IAS 

Slovakia's largest commercial banks faced fundamentally different 
challenges in the early years of their independent existence. WB needed to 
focus on improving its loan portfolio by actively pursuing repayments, 
provisioning, channeling after-tax profit to reserves, and collateralizing 

u The SBCS had bank-specific ceilings in place since 1990, but in 
1991-92 progress was made toward reliance on indirect instruments of 
monetary policy. In October 1992, the SBCS removed the remaining ceilings 
on major banks. 

2J Profit for nonfinancial organisations for the first three quarters of 
1994 relative to the first three quarters of 1993 has risen substantially in 
constant 1994 prices--7.4 percent for firms with 25 or more employees and 
42.8 percent for firms with fewer than 25 employees. 
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its ongoing stock of loans. SLSP needed to gain experience in credit and 
risk analysis, and expand its business services. IRB engaged in little new 
lending, and was primarily responsible for managing its existing portfolio 
of loans, the majority of which was guaranteed by either the Ministry of 
Finance or NPF. KBB's sole responsibility wa11 to manage the problematic 
loans which it had received from other banks. CSOB required recapitaliza- 
tion after the CSFR's foreign trade obligations were lifted from its balance 
sheet. 
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As seen below in reviewing the activities of each of the major banks, 
most challenges have become less.vorrisome over time. For instance, 
consider how WB, Slovakia's largest bank, has repositioned itself. WB's 
loan portfolio has shrunk in nominal (15 percent) es well es real terms 
(59 percent) between end-1990 end end-1994 (Table IV.3). The nominal 
decline is explained by the removal of revolving credits from WB's 
portfolio in 1991 (described earlier) and, in subsequent years, its 
decreasing access to interbank deposits es SLSP, the major source of these 
deposits, expanded its own lending to enterprises and the Government. WB's 
share in total bank credit to enterprises and households thus declined from 



- 44 - 

48 percent et end-1991 to 38 percent at end-1993, 37 percent et end-1994 and 
35 percent at end-June 1995. Notwithstanding this retrenchment--which 
implies that good loans have been removed from its portfolio upon 
repayment--WB has moved steadily to increase its provisions for bed and 
doubtful losns and its reservee (lines 19 and 25, Table IV.3). 

Despite WB's sharp real decline in outstanding loans. WB's total 
income (line 7, Table IV.3) rose in real terms from 1990 to 1992, then 
dipped slightly during 1993-94. Early income growth was fueled by the 1991 
increase in net interest income and the 1992 increase in non-interest 
income, WB's net interest income fell in 1994 in line with the overall 
steep jump in loans overdue by et least three months (Table IV.2). WB's 
dividends have been modest relative to its provisioning, and retained 
profit, used to build up reserves, was substantial up to 1994 (lines 13 and 
'20-25, Table IV.3). Collateralization and diversification of lending 
activities have been two other ways WB has improved its loan portfolio. 
For instance, secured loans equaled 69 percent of all loans at end-1993, up 
sharply from 52 percent at end-1992 and negligible amounts at the beginning 
of the reform. u In addition, the composition of WB's lending has 
shifted from state enterprises to private ones, with lending to cooperative 
farms largely unchanged. u Since many of WB's pre-1991 clients were 
larger firms which have yet to be privatized, the shift in the composition 
of clients represents substantial diversification. As a result of all of 
the above, WB reported improving capital adequacy ratios, from 6.4 percent 
at end-1991 to 7.3 percent et end-1993 and 8.6 percent at end-1994. 

At end-1994, WB's provisions totaled Sk 13.9 billion, and guarantees 
plus collateral totaled Sk 17.1 billion. Based on IAS, WB's international 
auditors determined that not less than Sk 6.0 billion additional provi- 
sioning was needed to cover the end-1994 level of nonstandard loans. 1/ 

Next, note that SLSP has become less dependent on households. For 
example, SLSP, which held all household deposits before 1990, controlled 
85 percent of those deposits (and 45 percent of total deposits) es of 
end-1994. In the pre-1990 period, SLSP lent only 20 percent of its deposits 
to households, and placed the rest with the central bank. Notwithstanding 
lack of experience in evaluating credit risk of enterprises, SLSP's loan 
portfolio grew rapidly in 1991-92, through lending to small- and medium-size 
enterprises. Since then it has stabilized in light of a tight ceiling 

1/ WB 1993 Annual Reoort (1994, p. 7). 
2/ From end-1990 to end-1994. the share of WB's loans aoinn to state 

enterprises fell from 88 percent to 57 percent; to private enterprises from 
zero percent to 31 percent; and for cooperatives (mostly cooperative farms) 
from 11 percent to 10 percent (WB 1991 Annual ReDoKt (1992, p. 26): z 
1992 Annual Reoort (1993, p. 21); WB 1993 Annual Report (1994, p. 11); and 
-1994 (1995, p. 10)). 

3J WB 1995 Annual Report (1995, p. 1). 
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on its outstanding loans. I/ In 1993, a department of bad debt was 
established at SLSP's head office in order to curtail what were perceived 
to be unwise lending decisions in branches throughout the country. a/ 

While consolidating its lending. SLSP's total income was roughly 
unchanged in real terms (up 31 percent in nominal terms) from 1992 to 1994, 
with substantial growth in non-interest income in 1993 and in interest 
income in 1994 (lines 3-10, Table IV.4). During this period, SLSP almost 
tripled its loan-loss provisions and increased its reserves 60 percent 
(lines 21 and 24, Table IV.4). In its annual reports based on IAS, SLSP 
reported capital adequacy of 6.3 percent at end-1992 and end-1993, then 
6.9 percent at end-1994. 

Third, IRB 2/ has made steady progress through 1994, yet recent 
problems with guaranteed energy loans have caused some concerns. IRB has 
had two main functions: managing its portfolio of inherited loans and 
developing into an investment bank. Any new lending has been almost 
exclusively short term, and such lending has fallen to s minuscule level 
(only l/2 percent of outstanding loans were short term at end-1994). IRB 
reduced its loan portfolio, with NPF help and by avoiding new lending, from 
Sk 38 billion at end-1992 to Sk 33 billion two years later. &/ At 
end-1994, one third of IRB's loan portfolio consisted of housing loans 
subsidised and guaranteed by the state and another third of loans to the 
energy sector (most to the Mochovce nuclear power plant, guaranteed by the 
Ministry of Finance and the NPF). v Preliminary data indicate that at 

u SLSP's lending growth was directly related to the privatisation 
process, in which SLSP took the lead--partly as the bank responsible for 
granting PHARE-sponsored loans at advantageous interest rates--in lending 
to small- and medium-size enterprises. Indeed, lending to the enterprise 
sector went from Sk 3 billion end-1990 to over Sk 26 billion by end-1992 
(Table IV.4), at which time more than half of all private sector loans were 
being held by SLSP. 

2/ This department's primary responsibilities have included: debt 
recovery from SLSP's biggest, financially troubled borrowers; and the 
establishment of more rigorous guidelines for evaluating collateral, 
especially real estate, and for determining the appropriate instances when 
bankruptcy procedures should be initiated. Loan recovery from SLSP's other 
clients have continued to take place at branch offices. 

I/ IRB has been operating since March 1, 1992, but inherited the Slovak 
share of IB's portfolio only at the end of that year. 

4/ At end-June 1995, IRB's outstanding loans totaled Sk 37.5 billion. 
Most of the increase (Sk 3.9 billion) since end-1994 was due to an 
accounting change in March 1995, which categorised the overdue interest 
payments on IRB's Mochovce (nuclear energy) loans as new lending. 

u There is no explicit guarantee on the remaining 80 percent of the 
Mochovce loans, though it is generally believed that either the NPF or the 
Government will fully back these loans. 
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end-1994 IRB had provisions of Sk 3.7 billion equivalent to about 11 percent 
of its outstanding loans, and reserves of Sk 1.7 billion. According to its 
annual reports based on IAS, IRB's capital adequacy ratio rose from 
5.5 percent at end-1992, to 6.5 percent at end-1993, and to 7.8 percent at 
end-1994. 

CPI &xowth. in p.rc,t. “ithi” year 
ou~*tuldi”~ lo.“‘ to .nt.rprises and hous.holds 1, 
C.pit.l .d.qu.cy ratio. in p.rc.nt “/ 
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Fourth, KBB has been making every effort, amid restrictive 
circumstances, to encourage servicing of its loans. KBB has no deposit 
network, has a loan portfolio burdened with items such as uncollectible 
export receivables, continues to receive the bad loans of other Slovak 
banks, may not make new loans, and is not subject to normal banking 
regulations. lJ Although the initial portfolio of KBB was similar in 
quality to that of other major banks, its loans have tended to be more 
frequently in arrears: debtors apparently prefer to service debt to other 
banks, which--unlike KBB--can block their current accounts for late payments 
or promise new loans. For the same reason. KBB has been unable to collate- 
ralize its loans in contrast to other major banks. KBB is thus perceived to 
be seriously insolvent. As noted above, the NBS has been provisioning for 
its redistribution credits. 

Fifth, CSOB has turned into a sound universal bank. Earlier, CSOB had 
the foreign-trade assets and liabilities of the CSFR lifted from its balance 
sheet. In 1992, it received Kcs 2.2 billion of bonds from the Czech NPF to 
write off nonperforming loans, and KCS 0.4 billion from the Slovak NPF and 
another Kcs 1.1 billion from the Czech NPF for recapitalization. u A new 
stock offering at end-1993 added Kcs 5.055 billion to CSOB's base capital. 
More recently, as a result of the reduction in its nonperforming assets 
facilitated through an agreement between the Ministries of Finance of the 
Slovak Republic and the Czech Republic, CSOB was able to return to 
profitability--net profit in 1994 of Kc 2.0 billion compared to the net loss 
of Kc 10.8 billion in 1993. 3J 

For all banks, corporatization and privatization (partial though it 
may be) has positively affected the quality of management. 4J Banks now 
compete with one another for the best personnel, and compensation among 
financial organizations is generally higher than in most other areas of 
the economy. These factors have produced a broad strata of young bank 
employees who have been anxious and able to absorb technical assistance 
from abroad to improve the professionalism of banking in Slovakia. 

5. Strateey for bank restructuring 

The NBS and an international consulting firm completed, in the second 
half of 1994. a study based on an outside audit of the four major banks-. 
where most of the bad debt is concentrated--in accordance with IAS. The 
study emphasized that each of the large banks had different weaknesses, 
yet all except KBB could, under appropriate conditions, internally 
generate sufficient resources to ccwer shortcapaings in the levels of 

u Therefore, it does not have to meet the minimum capital adequacy 
ratios required by the NBS. 

2/ CSOB 1992 Annual ReDort (1993, p. 13). 
u CSOB 1994 Brief Rewrt (1995, p. 4). 
&/ SLSP is a state-owned joint stock company, WB has been partially 

privatized (less than 50 percent), and IRB has been privatized (yet the NPF 
and the Restitution Funds still own 37 percent of IRB's shares). 
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provisions and general reserves. In particular, if these three banks were 
allowed to provision for bad loans with before-tax profit, they should be 
able to recapitalize themselves without outside resources. The study 
called for: adoption of regulations on loan classification (Table IV.7) 
and loan-loss provisioning in line with international norms--which were 
introduced in March 1995; u and for tax-deductibility of loan-loss 
provisioning by banks. The Ministry of Finance has delayed introducing 
the latter measure because of concern over the associated loss in profit- 
tax revenue end of the possibility that tax-deductible provisioning would 
encourege banks to be insufficiently prudent in their lending. u 

With the above concerns in mind, the NBS has crested and partially 
implemented a Program on Bank Restructuring. Effective July 1, 1995, 
banks were given three months to prepare internal rules and procedures 
which will enable them to organize their accounts in accord with the new 
classification and provisioning system. However, banks may petition 
for three additional years to comply with the new provisioning 
regulations. u Another element of the Program on Bank Restructuring is 
the possibility of some form of assistance from the Ministry of Finance. 
Most likely this will involve allowing qualifying banks to provision 
tax-free during 1996-98 as Long as they adopt business plans approved by 
the NBS--in consultation with the Ministry of Finance--and forego 

u Mandatory provisioning has replaced the non-mandatory guidelines 
inherited from the SBCS. Moreover, the new provisioning regulations leave 
less room for subjective evaluation. and in that sense are stricter than the 
previous recommended guidelines. Also the new regulations attempt to 
discourage refinancing of arrears through fresh, unwarranted loans and 
introduce basic principles related to restructured claims. Loans are now 
classified in accordance not only with the lateness of debt service (the 
previous emphasis was on length of arrears), but also on conditions related 
to the financial situation and reliability of borrowers (Table IV.7). The 
amount of required provisioning is as follows: zero percent for standard 
loans; 5 percent for special mention loans; 20 percent for substandard 
claims; 50 percent for doubtful and litigious claims; 100 percent for loss 
claims; and 100 percent for unpaid interest, fees and commissions which are 
classified as substandard. 

u Such an argument pays little attention to the general notion that 
provisioning allows banks to spread the lumpy costs of bad loans over time, 
and thus to paint a more stable picture of their financial well-being. 
Therefore, tax-free provisioning on a permanent basis--though not 
necessarily 100 percent tax-free--makes good economic sense. 

v Unless exempted, banks will prepare their accounts for the third 
quarter of 1995 in accordance with the new system. A bank may seek a 
three-year exemption from having to create provisions by end-September by 
preparing a bank restructuring plan, which then must be submitted to and 
approved by the Bank Board of the NBS. 
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distribution of dividends. 1J u The underlying belief is that, once 
currently immobilized banks improve their financial base, they will be 
more willing to take prudent risks on longer-term lending opportunities. 
In this light, it is natural that KBB--not engaged in new lending--will 
waive participation in the program. Any of its financial difficulties 
will be addressed through financial transfers from the authorities, 
including the NBS. Privatization of the major state-controlled banks 
(SLSP and WB) will be considered only after progress has been made with 
the restructuring and recapitalization of the banks. 

While many of the above changes in the regulatory/supervisory 
framework represent substantial improvements in the banking environment, 
little progress has been made with regard to the implementation of an 
effective bankruptcy law. A bankruptcy law--a revised version to the 1991 
CSFR law--took effect fully in June 1993, yet included conciliation 
procedures which were flawed in several respects. 2/ Implementation of 
the bankruptcy law has been further hampered by an overburdened and 
inexperienced judicial system. 

u The Government is expected to submit to Parliament, in September 1995. 
a draft amendment to the Income Tax Law permitting participating banks to 
claim full tax deductibility for loan-loss provisioning over the period 
1996-98. The amendment is expected to become effective on January 1, 1996. 

2/ The business plan is expected to be a tool through which banks will 
focus on improving management practices and containing administrative costs, 
including salaries. 

2/ The bankruptcy law is technically flawed in the following ways: 
(1) initiation of bankruptcy triggers a mandatory conciliation process 
during which time debt-service is automatically suspended for three months: 
(2) each creditor, regardless of the size of the claim or its seniority, has 
one vote in the conciliation process; (3) foreign creditors may not initiate 
conciliation procedures; (4) any creditor may challenge in court a work-out 
that has been accepted by the majority of creditors during the conciliation 
procedure; and enterprises considered important to be strategic are exempted 
from the bankruptcy law. (Certain firms in agriculture, forestry, 
communications, and transportation, plus all state-owned enterprises are 
exempted.) 
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Table IV.5. Slovak Republic: Description of Assistance by Type of 
Bad Debt Inherited by Slovak Banks 
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Table IV.5 (cont.). Slovak Republic: Description of Assistance by Type of 
Bad Debt Inherited by Slovak Banks 
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Table IV.7. Slovak Republic: Loan Classification System 
Redefined in 1995 

I . . El. cu.nt hcl. “ad th. cr.dit for tila purposa* that *.I?. a&r...3 in th. cr.*it contract. I 

I II. SWChL Hentim Claims I 

I 

1. Sub‘turd.rd Cl.‘rnS .I. claims with co”sid.rabls rid Of not hi”& r.p.bd in full. 
2. Sub‘tandard claims have at 1sant one of there dl.?rsct.ristics: I 

I I 
I I”. h”bt.f”l and LitASiO”S Claim. I 

2. Doubtful and liti&aY* claims hwa at hart on. Of th... Ch.I*Ct.rl.tiE.: 
a. Th. borrow.* is insolvent: 
b. D.lays I” pr,ym.nt exc.sd 180 day. but not mar. than 360 d.y.: 
c. Th. baerousc hsa faiLad to discloss a. ra irsd tinancia1 rscorda and Other d.t.a to tll. bank 

for mare than 180 days. but not more than 60 day*. T 

3. litigious clsims of bmka are subject to legal sotion to r*ash thair r*cosnition ox repsym*nt lx+ 
tha counterpart. 

- 



- 54 - 

Table IV.7 (cont.). Slovak Republic: Loan Classification System 
Redefined in 1995 
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V. The Privatization Process in the Slovak Reuublic 1/ 

1. Introduction 

Following a brief review of progress with privatization since 1991, 
this chapter describes recent changes in privatization policy (incorporated 
in legislation passed in July 1995) and deals briefly with their likely 
implications for the pace of privatization, corporate governance and the 
development of capital markets. 

2. Proeress to date with Drivatization 

Small-scale privatization has been virtually completed, with cumulative 
proceeds amounting to over Sk 14 billion. Most of the small shops and 
service establishments were privatized during 1991-93 through auction sales 
or restitution to original owners or their descendants; service outlets 
located on the ground floor of apartment buildings were leased (by the local 
authorities) pending privatization of the apartment blocks themselves. 
Apartment buildings were transferred to municipalities in 1991, which 
started selling them--typically to their current occupants--on the basis of 
legislation passed in July 1993. 

The first wave of large-scale privatization, involving enterprises with 
a book value of Sk 172 billion (Table V.l, position as of end-1993), began 
under the federation in 1991, and was nearly complete by the time of 
independence. u With direct sales of state property and free-of-charge 
transfers to municipalities accounting for only about a tenth of total 
sales, the transfer of shares of newly formed joint-stock companies (JSCs), 
with a.total book value of Sk 157 billion, was the primary mechanism of 
large-scale privatization during the first wave. The voucher scheme was 
applied to over 50 percent of the JSCs and a similar percentage of their 
book value. The remaining shares were either sold by standard methods or 
continue to be held by the National Property Fund (NPF). Enterprises were 
typically divested with their liabilities, which was not the usual case for 
small privatization. 

1/ Prepared by J. Odenius. 
2/ Shafik (1993), and Svejnar and Singer (1993) provide valuable 

background information on the first wave of privatization. 
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The second wave of large-scale privatization was initiated in 1993 and, 
as initially envisaged, involved over 1,000 enterprises with a book value of 
about Sk 260 billion. u Included among these were to be public utilities 
and some conglomerates, for which privatization projects were too 
complicated to be completed within the tight deadlines of the first wave. 
The total book value of enterprises included in the two waves of large-scale 
privatization (Sk 430 billion) corresponded to about SO-90 percent of the 
book value of all state enterprises; post and telecommunications and railway 
lines were the main sectors to be excluded from the privatization process. 
In late 1993. the Government committed itself to selling off, by mid-1995, 
one third of the enterprises that were under majority state ownership as of 
early 1993, i.e., to privatize enterprises with a book value of about 
Sk 95 billion. As it turned cut, enterprises with a book value of 
Sk 39 billion were privatized (i.e., became at least 51 percent privately 

lJ Based on the most recent valuation of equity. 
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owned) during that period, of which Sk 18 billion by direct property sales 
and Sk 21 billion by equity sales. 1/ An important reason for the slower 
than targeted pace of privatization is that the Government postponed, 
downsized and eventually canceled the second-wave voucher scheme (see 
below). In addition, frequent political changes and administrative 
constraints prevented privatization by standard methods from proceeding at a 
faster pace. 

3. Shift in Drivatization oolicy 

In June 1995, the Government announced a shift in privatization 
policy (incorporated in legislation passed in the following month) that 
entails: (a) cancellation of the second-wave of voucher privatization; 
(b) distribution in January 1996 of "privatization bonds" (valued at the 
equivalent of 8 percent of GDP) in exchange for voucher books bought by 
citizens at a nominal price; (c) permanent state ownership in "important" 
enterprises (mainly big utilities); and (d) permanent state control in 
"strategic" enterprises (including the largest industrial enterprises) 
through exercise of veto power on "major" decisions in stockholders' 
meetings. Additional legislation passed in July 1995 aims to enhance 
transparency in the capital markets, strengthen the regulatory framework for 
Investment Privatization Funds (IPFs) and limit their role in enterprise 
governance. 

In the authorities' view, voucher privatization had dispersed ownership 
too widely and had resulted in weak corporate governance. The policy shift 
towards standard methods thus was designed to enhance corporate governance 
through transfer of property to clearly defined owners. 

a. Bonds-for-vouchers scheme 

An amendment to the law on large-scale privatization (Law No. 92/1991) 
canceled the second-wave voucher privatization, for which enterprise shares 
valued at Sk 40 billion had been tentatively allocated two months earlier. 
In exchange for the voucher books which had been distributed in September 
1994 (at a nominal fee of Sk 1,000) to 3.5 million Slovaks, the NPF will 
distribute S-year Sk 10,000 "privatization" bonds bearing a market-related 
interest rate. u The bonds, to be issued from January 1, 1996, will be 

u As shown in Table V.l, enterprises with a book value of 
Sk 264.2 billion had been offered for privatization as of mid-1995, 
i.e., Sk 92.2 billion more than at end-1993. This compares with projects 
of a book value of Sk 309.3 billion submitted to the NPF, which is 
Sk 128.2 billion more than at end-1993. In mid-1995, projects with a book 
value of Sk 45.1 billion were still under evaluation awaiting completion of 
preparation for privatization. 

u Bondholders will be paid the nominal value of the bond of Sk 10,000 
on or after December 31. 2000 but no later than December 31, 2001. Interest 
payments will have to be made no later than December 2001, and will be based 
on the central bank's discount rate prevailing at the end of each year. 
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serviced by the NPF and guaranteed by the NPF's property. In an effort to 
limit the liquidity of the bonds, the law provides that they cannot be used 
as collateral and that their tradability is subject to restrictions. m=Y 
may be used, inter alia, for settlement of UebilltLes to the NPF arising 
from past or future privatizetion soles (including by secondery market 
purchasers, physical or legal persons), for down-payments on apartment 
purchases, and for supplementary health end pension insurance. l/ 

The issuance of the privatisation bonds, of course, will affect the 
financial position of the NPF. 1/ NPF revenues are mainly used to cover 
costs related to the privatisation process and financial restructuring of 
viable enterprises. Prior to the Government's decision to issue 
privatisation bonds, the NPF was expected to remain in broad financial 
balance in the coming years based on recent revenue performance and existing 
expenditure commitments. 

* b. Policv on "imoortant" and "stratesic enternrisee 

Law No. 175/1995 specifies 29 important enterprises, with an estimated 
total book value of over Sk 100 billion, in which the state will maintain 
permanent ownership. y The list includes utility companies in the energy 
and water sectors, armaments and machinery firms, post and telecommunica- 
tions, pharmaceutical firms, agricultural enterprises, and railway lines 
(Table V.2). As the bulk of these enterprises (with a book value of about 
Sk 90 billion) had been initially included in the second wave of large-scale 
privatisation, this measure effectively reduced the book value of enter- 
prises to be privatized under the second wave from Sk 260 billion to 
Sk 170 billion, i.e., the same amount es under the first wave. 

u In addition, bonds can be sold to banks undergoing restructuring or 
can be used to purchase enterprise shares that the NPF may make available to 
the public (procedures are still to be determined). Finally, employees of a 
joint-stock company with employee-ownership can use the bonds for purchasing 
shares in that company. 

2/ The NPF--recipient of privatisation proceeds and owner of shares in 
a large number of enterprises--is not included in the definition of the 
general government. 

u Parliament passed Law No. 175 defining important and strategic 
enterprises in July 1995. In late July, President KovAE declined to sign 
into law Law No. 175, as well as an amendment to the privatisation law 
(Law No. 92/1991) and Law No. 173. reportedly questioning their conatitu- 
tionality. 
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Table V.2. Slovak Republic: Book Value of Important Enterprises 

(In millions of koruny) 

Important Enterprises Book Value 

Gas and energy 
SPP, s.p. 
ZEZ, s.p. 
SEZ. s.p. 
VEZ, s..p. 

Post and telecommunications 
SP, s.p. 
ST, s.p. 

. 

Armaments and general machinery 
ZTS DV, s.p. 
ZTS TEES, s.p. 
zvs, s.p. 
KonStrukta Defence, s.p. 
KonStrukta Industry, s.p. 
Sil Kremnica, s.p. 

8.957 
3,424 
3,455 
1,307 

206 
565 

Pharmaceutical 
Medika, s.p; 
Imuna, s.p. 

Agriculture, forest, and water 
12 enterprises 

* 
431 
233 

- 
. 

Railway transport routes 

Other 42.726 
Transpetrolu, a.*. 2,437 
Slovensk+h elektr6mi. a.p. 40,289 

Total I/ 92.645 

40.298 
27,191 

5,961 
5,074 
2,072 

sources : Law 175/1995. paragraph 2; and data provided by the 
National Property Fund. 

u Published book value. The book value of post and telecom- 
munications enterprises, agricultural enterprises, SM Kremnica, 
and railway transport routes is not readily available. It is 
estimated to be over Sk 10.000 million. 
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Table v.3. SlWlL R.p*lic: SOOk “al”. Of Stx.t..&iC Ent.rpri*.a 

(I” million. oi LONnX~ 

strat..ic Ent.rpris.. SOOk V.1”. 

I.tropol. ..p. 
Shcht. .tanio. L.“oCs*‘ LGky. s.p. 
V.Y.O.0.d.. SoJnis.. ‘.P. 
“.a.*.“.. “.Ur‘ LamliCS, ..p. 
Polno”iJk”p Agropros. s.p. 
Polno”hk”D NavY.. *.x3. 

26.979 
3.231 
3.338 

5.76 
16.448 

3.426 

22 

i% 
1:x9 
1.368 

411 
37.069 
13.169 

2.547 
4,307 
1.975 
6.043 
1.595 

561 
5.42, 

3; 
73 

SO8 
34, 
377 
1.32 
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The same law identifies 45 "strategic" enterprises, with a total book 
value of about Sk 110 billion, in which the state will retain (or regain) 
veto power Over "key" decisions (Table V.3). The state veto power is to 
=PPlY* in principle, to decisions for which normally a general shareholder 
meeting is necessary and a 2/3 majority of those present is required. 
Special rights can be exercised in line with the Articles of Association 
(AOA) of any given Jsc. This provision appears to give--whenever the AOA 
are worded appropriately--the state veto power Over decisions for which 
normally a simple majority is required, including decisions pertaining to 
the distribution of dividends and representation on management and 
supervisory boards. 

Law 175/1995 also shifted the exercise of ownership rights Over 
strategic enterprises from the NPF to the founding ministries. u The 
Ministry of Privatization remains in charge of corporatization of 
enterprises and approval of privatization projects, and the NPF continues to 
be solely responsible for decisions on privatization concerning enterprises 
with completed projects. Nevertheless, the role that the law envisages for 
founding ministries in the governance of strategic enterprises is indicative 
of their increased influence that could be used to slow privatization of 
these enterprises. 

The new policy affecting "important" and "strategic" enterprises--which 
have been defined more broadly than expected until recently--may prevent an 
acceleration of the privatization process (in line with the Government's 
objective to privatize enterprises valued at Sk 80 billion during the second 
half of 1995). If strategic enterprises are not offered for sale, 
privatization sales during the second half of 1995 are unlikely to exceed 
Sk 25 billion. The authorities anticipated that decisions regarding the 
privatization of strategic enterprises could be made in the coming months. 

4. IPFs and cauital markets 

a. Exuerience with IPFs 

IPFs emerged as key players during the first wave of large scale 
privatization. As voucher holders typically lacked prior investment 
experience, 72 percent of them decided to exchange their voucher books for 
shares of IPFs, especially with those IPFs enjoying name recognition (e.g., 
ones sponsored by banks). 2/ Voucher holders were also attracted by 

u The NPF had the authority to approve all projects, except for direct 
sales which were subject to approval by the Government. 

2/ Kotrba and Svejnar (1994) reported that, among the nine largest IPFs 
of the first privatization wave, only Harvard Capital & Consulting was not 
associated with a major financial institution, and Credit was the only fund 
sponsored by a foreign financial institution. 
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promises of guaranteed high returns--often ten times the value of the 
vouchers. u 

The dispersed ownership of the IPFs early on gave rise to concerns that 
the IPF managers--appointed by the institution that sponsored the IPF--would 
not represent their shareholders' interests effectively. u The potential 
influence of shareholders is rendered even smaller by the closed-ended 
character of most IPFs, which prevents shareholders from exerting pressure 
on fund managers by cashing in against the net asset value of the funds. 
Using the size of dividends as a criterion, the performance of the IPFs has 
been relatively unsatisfactory: their dividends in 1994 were about four 
times lower than those paid out by (open-ended) unit trust funds. Large 
discounts--typically not less than 40-50 percent--of IPF share prices 
relative to the net asset value of their underlying portfolio could reflect 
investor concerns about IPF performance and regulatory responses as well as 
lack of familiarity of the general public with these financial instruments. 
Recent government decisions affecting IPFs--motivated by a perceived need to 
protect shareholders--may have inadvertently further undermined confidence 
in the financial position of the IPFs. 2/ 

Upon completion of the first wave of privatization, 165 funds held 
close to 40 percent of all privatized shares, with the portfolio of a large 
IPF typically comprising some 100 enterprises. &/ Because IPFs have been 
hampered by the lack of experienced staff and their wide portfolio 
diversification, they have often behaved as passive investors or have 
focused their corporate governance activities on important companies in 
which they have a significant stake, i.e., up to the present maximum of 
20 percent. I/ In the latter case, several IPFs typically join forces to 
govern an enterprise. 

u WB, Slovakia's major commercial bank and sponsor of WB Kupon, 
offered a twelve-fold return to voucher holders. 

'&' The number of shareholders of a typical fund ranges from 1,000 to 
100,000. WB Kupon, Slovakia's largest IPF, has l/2 million owners. 

2/ These decisions include the suspension of trading of shares of WB 
Kupon (largest IPF) on the Bratislava Stock Exchange in response to a 
decision taken in January 1995 by the general assembly to allow its dominant 
shareholder (Nomura International, with about 30 percent of the shares, 
purchased from WB in 1994) to swap its stake against shares in the fund's 
portfolio, thereby de facto reducing the fund's capital. In early 1995, the 
Government also withdrew the license of PSIPS, Slovakia's third largest 
fund, which was unable to meet its commitment to pay a 2,000 percent return 
to 70,000 individuals who placed their vouchers with the fund. In addition, 
the trading of shares of Slovakia Invest, the fifth largest fund, was 
suspended in March 1995. See Cook (1995). 

4/ WB Kupon's portfolio currently comprises about 200 enterprises. 
w WB Kupon reportedly engages in corporate governance activities in 

about 20 (or 10 percent) of the enterprises in its portfolio. 
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The evidence on the role of IPFs in corporate governance is sketchy and 
inconclusive. While data suggest that enterprises privatized through 
standard methods have experienced better financial results than enterprises 
privatized by the voucher method, this could be a result of differences in 
initial conditions. It is also unclear whether the IPFs contributed to 
enterprise restructuring, given that labor shedding by industrial enter- 
prises was well advanced prior to IPF involvement (which began in April 1993 
with the issuance of JSC shares to successful bidders under the first-wave 
voucher scheme). 1/ 

b. Impact of policv changes on IPFs and capital markets 

The new legislation on the IPFs--in conjunction with the cancellation 
of the second-wave voucher scheme and the emphasis on standard methods of 
privatization--will reduce the role of IPFs and limit the expansion of 
equity markets. 2/ Specifically, the reduction in the maximum equity 
stake of IPFs in any JSC from 20 percent to 10 percent as of end-1996 would 
curtail the potential role of IPFs in corporate governance. w The 
emphasis on standard methods of privatisation is also expected to adversely 
affect the development of a market for equities, since investors are likely 
to have limited interest in shares that correspond to (powerless) minority 
stakes in JSCs. 

u Employment in large industrial enterprises fell by about 30 percent 
during 1991-93. Though labor shedding has continued in 1994-95, this cannot 
be attributed to IPFs. 

u Furthermore, as the measure had not been expected, some IPFs will 
suffer losses for marketing expenses incurred in order to attract voucher 
books. The approved legislation (Law No. 173) provides for limited 
compensation of IPFs (up to Sk 500,000, equivalent to US$16,000). 

3-i The 10 percent limit is in line with practice in other countries, 
including France, Germany, and Russia (Anderson 1994). Until end-1996, the 
voting rights of IPFs with equity stakes larger than 10 percent will be 
limited to 10 percent. 
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Table 1. Slovak Republic: Selected Indicators of 
Real Sector Developments, 1991-94 

1991 1992 1993 1994 

Real GDP 
Industrial production 1/ 
consumptim u 
Gross fixed capital investment u 
Consumer price index, period average 
Real wages 1/ 
Gross turnover, in constant prices 

Retail sales 
Selected market services 

(Annual uercentaee chance) 

-14.5 
-24.1 
-25.1 
-25.2 

61.2 
-28.5 

. 

-7.0 -4.1 4.8 
-14.2 -10.3 6.4 

6.5 2.4 -3.8 
-3.6 -16.0 -4.0 
10.0 23.2 13.4 

9.2 -3.9 3.2 

15.0 10.0 1.6 
1.8 31.4 

(End of mriod. in uercent) 

Share of private sector in GDP &/ 
1;:s 

32.4 39.0 58.2 
Unemployment rate u 10.4 14.4 14.8 

sources : Data provided by the Slovak authorities; and staff estimates 

u At constant 1969 prices in methodology and organizational structure of 
1994. 

u At constant 1984 prices, including government. 
3J Wages in the national economy deflated by the CPI. 
4J Including cooperatives, accounting for 10.5 percent, 14.4 percent, and 

14.4 percent of nominal GDP in 1992, 1993, and 1994, respectively. 
w End of period. 
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Tam. 2. slo"* n.p*ltc: Gro,, km.atis Product--Currmt bit.*. 1989-94 I, 

GDP 

By origin 
&risultur. 
Indvstry 
Construction 
S.!ZViC.S 

234.2 

9.4 
49.3 

9.1 
32.2 

236.9 
167.3 
116.1 

50.6 
69.6 
64.5 

5.1 

-6.2 

69.1 

75.3 
3.5 

2k3.6 

7.4 
49.9 

9.2 
33.5 

266.2 
184.7 
131.3 

43.4 
81.5 
76.2 

5.3 

-26.3 

60.3 

86.6 
3.7 

<I” billions of bxuny, 

280.1 307.8 

,I” Psrc.“t Of GDP, 

5.7 6.2 
52.7 37.9 

7.4 6.8 
34.2 49.1 

(I” billions Of koruny> 

299.3 317.7 
200.9 236.1 
143.3 162.5 

57.6 13.6 
98.4 81.6 
79.2 97.6 
19.2 -16.0 

-26.2 -13.8 

III.5 X33.7 

ma.1 247.5 
7.4 3.9 

340.2 

6.6 
36.8 

6.7 
49.9 

359.0 
285.5 
199.0 

85.5 
74.5 
93.5 

-19.0 

-20.4 

227.8 

248.2 
1.6 

398.4 

7.4 
30.7 

5.0 
56.9 

389.3 
321.0 
225.6 

95.4 
68.2 

101.8 
-33.6 

24.4 

287.8 

263.4 
-15.3 

.- 



- 68 - STATISTICAL APPENDIX 

Table 3. Sl0”l.L Rspublic: srors Dm,*tic Product--const.nt Pric.,, 1989-94 1, 2, 

(I” billions Of k:ar”“x) 
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Table 4. Slovak Republic: Industrial Production--Constant Prices, 1989-94 u 

1969 1990 1991 1992 1993 1994 

Fuel (coal and gas) 
Power 
Iron metallurgy 
Nonferrous metals 
Chemicals and rubber 
Machinery 
Electrotechnical 
Construction parts 
Wood processing 
Metal processing 
Paper and cellulose 
Glass ceramics, and porcelain 
Textiles 
Clothing 
Leather processing 
Print 
Food and beverages 
Frozen foods, spring water. 

and tobacco products 
Other 

Total gross output 

Memorandum items: 
Industrial gross output u 

Produced by: 
Private sector 2/ 
State sector u 
Other 

-2.5 
3.1 
1.4 
1.4 

-0.1 
-9.7 
2.9 

-- 
0.8 

-0.7 
3.5 

11.1 
1.4 
5.5 
1.6 
3.0 
1.5 

7.0 
9.8 

-0.8 

-2.0 -39.5 -10.3 0.7 
0.4 -20.0 -4.9 -0.9 
2.6 -11.3 -4.0 1.8 

-4.8 -32.8 -4.0 1.8 
-10.7 -20.3 -6.7 -19.4 

-5.5 -33.0 -31.4 -15.7 
-5.3 -37.5 -21.4 -4.0 
-7.9 -35.1 -8.0 -5.7 
-2.4 -24.7 -10.2 -10.2 
-2.0 -31.7 -16.1 4.8 
0.2 -13.9 2.1 -11.8 
5.2 -16.5 0.4 2.3 
0.7 -34.0 -14.3 -11.8 

-2.2 -37.1 2.7 -10.8 
-2.1 -38.9 -17.5 -21.1 

8.5 1.1 -23.1 11.1 
-1.1 -13.7 -18.5 -15.9 

0.6 -29.1 -18.5 -48.2 
-7.8 -34.0 -16.7 -6.6 

-3.6 -24.1 -14.2 -10.3 

(In billions of korunv) 

. 403 348 356 

. . . 35 38 69 
. , 354 293 265 
. . 14 17 22 

(Annual uercentwe chance) 

9.6 
17.4 

7.7 
7.7 

15.1 
-1.1 

5.6 
-1.5 

2.7 
10.9 
21.6 

6.2 
4.8 

-2.1 
-2.1 

7.8 
-2.8 

-0.4 
6.5 

6.4 

409 

234 
175 

__ 

Source : Statistical Office of the Slovak Republic. 

u Production in 1989 prices and methodology and organization of 1994. 
u In prices, methodology and organization of the current year. 
J/ 1994 estimates. 
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Table 5. Slovak Republic: Electricity Production and Consumption, 1989-94 

(In millions of kilowatt hour& 

Production 
Of which: 

Thermal 
Hydro 
Nuclear 

Imports 

Exports 

Losses 

1989 1990 1991 1992 u 1993 1/ 1994 u 

24,069 24,067 22,746 22,255 24,429 24,740 

9,230 9,468 9,111 8,815 6,562 7,987 
2,631 2,515 1,894 2,360 3,891 4,601 

12,156 12,036 11,690 11,058 11,937 12,139 

2,370 3,446 2,888 2,404 4.297 . . 

1,354 2,059 1,723 1,710 2,880 . . 

1,871 1,827 1,823 1,807 1,486 . . 

Domestic consumption 
Of which: 

Industry 
Agriculture 
Households 

24,195 23,414 22,527 22,300 20,763 . 

15,190 14,412 11,040 10,105 12.908 . . 
1,130 1,152 973 902 1,591 . . 
3,593 3,678 3,936 4,021 4,137 . . 

Source : Data provided by the Slovak authorities. 

u Preliminary data. 
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Table 6. Slovak Republic: Energy Balance Sheet, 1989-93 

(In teraioules) 

1989 1990 1991 1992 L/ 1993 y 

Primary domestic sources 
Coal 
Other solid fuels 
Liquid fuel 
Other (excluding hydro- and 

nuclear-generated electricity) 

Change in stocks -7,179 -15,091 15,127 

Domestic use of primary energy 986,251 945,279 848,624 

Final consumption of energy 668,668 654,483 578,758 
By industry 370,027 367,042 317,597 
By agriculture 36,256 32,683 23,954 
By households 151,171 127,405 115,611 
For other purposes 111,214 127,353 121,596 

248,262 234.358 216,254 
59,792 54,046 47,000 
17.606 16,806 13.782 

4,049 3,042 2,978 

52,990 48,688 . . . 

531,119 521,283 484,631 

198,598 
39,834 

3,061 

245,727 
40,552 

2,;;; 

. 

436,201 587,900 

-21,659 10,604 

820,816 786,953 

308,700 287,767 
20,751 26,344 

111,426 104,645 
. . 

Source : Data provided by the Slovak authorities. 

1/ Preliminary data. 
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Table 7. Slovak Republic: Construction and Housing--Constant 
Prices, 1989-94 JJ 

Construction production carried 
out by delivery contracts 

In billions of koruny 
Annual percentage changes 

1989 1990 1991 1992 1993 1994 u 

90.8 83.7 53.6 70.8 53.0 50.8 
0.6 -7.8 -36.0 32.2 -25.1 -4.2 

(In Dercent of total construction output) 

New construction (including 
modernization and reconstruction) 71.1 69.6 68.3 63.8 64.1 60.5 

Repairs 23.9 24.8 21.8 22.2 25.7 27.5 
Other works 5.0 5.6 3.8 2.9 2.0 2.0 
Abroad __ -- 6.1 11.1 8.2 10.0 

(In Dercent of new construction outDuG) 

Dwellings 38.4 39.2 37.9 33.0 37.0 39.6 
Industrial 25.5 26.4 30.1 28.0 33.0 28.3 
Engineering 28.7 28.4 28.2 21.6 22.2 22.6 
Water supply 7.4 6.0 3.8 17.4 7.8 9.5 

Source : Statistical Office of the Slovak Republic. 

L/ 1994 prices. 
u Estimates. 
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Table 8. Slovak Republic: Agricultural Production--Constant 
Prices, 1989-94 L/ 

(Annual Dercentaee chances) 

1989 1990 1991 1992 1993 1994 2/ 

Total gross agricultural 
production 0.6 

Crop production -1.9 
Of which: 

Cereals -2.7 
Fodder and root crops -0.7 
Potatoes -19.7 
Vegetables 1.8 

Animal production 2.7 
Of which: 

Livestock for slaughter w 3.2 
Of which: 

Cattle 2.4 
Pigs 3.9 

Milk 0.2 
Egg* 1.5 

-7.2 -7.4 -13.9 -8.0 0.6 
-11.6 5.8 -14.6 -5.9 2.6 

-16.5 12.3 
-13.4 0.3 

4.5 -14.1 
-13.0 11.2 

-3.8 -17.0 

-11.0 
-23.3 

-1.7 
-16.8 
-13.2 

-10.8 17.4 
-9.3 0.9 
30.2 -53.4 
16.6 -9.7 
-9.8 -1.3 

-1.1 

1.0 
-1.7 
-3.8 
-0.3 

-8.0 -10.5 -2.7 -13.2 

-1.6 -17.0 -0.9 -27.3 
-12.6 -4.6 -6.1 -1.3 
-20.5 -12.8 -8.7 -4.9 

-8.0 -5.7 -11.3 5.2 

Source : Data provided by the Slovak authorities. 

u Gross agricultural production in 1989 prices. 
2J Estimates. 
2/ Excluding poultry. 
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Table 9. Slovak Republic: Production and Yields 
of Selected Agricultural Crops, 1989-94 

1989 1990 1991 1992 1993 1994 JJ 

Grain overall 4,249 3,617 4,004 3,710 3,152 3,701 
Wheat 2,266 2,083 2,124 1,697 1,529 2,145 
Q= 151 178 131 76 69 96 
Barley 936 914 960 1,038 823 074 
Corn (kernels) 825 370 712 676 674 521 
Sugar beets 1,876 1,581 1,501 1,326 1,128 1,112 
Potatoes 745 779 669 658 857 399 

Grain overall 5.2 4.9 5.0 4.4 3.8 4.3 
Wheat 5.5 5.0 5.2 4.8 3.9 4.8 
RY= 3.8 3.9 3.4 3.2 3.0 3.1 
Barley 4.7 4.8 4.6 4.1 3.3 3.7 
Corn (kernels) 5.6 3.6 5.4 4.5 4.6 4.1 
Sugar beets 34.3 30.8 31.1 29.4 34.3 34.5 
Potatoes 13.6 14.1 12.3 12.9 18.2 9.7 

(In thousands of tons) 

(In tons per hectare) 

Source : Data provided by the Slovak authorities. 

u Estimates 
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Table 10. Slovak Republic: Production and Yields of 
Selected Livestock Products, 1989-94 

1989 1990 1991 1992 1993 1994 l/ 

Production 
Meat (In thousands of tons, 

live yield) 
Beef 
Veal 
Pork 

Milk (millions of liters) 
Eggs (millions) 

Yields 
Average live weight (kg.) 

Slaughtered cattle 
Slaughtered pigs 

Average annual milk 
yield/cow (liters) 

Average annual egg 
production/chicken 

Number of calves born per 
100 cows 

Number of piglets born 
per sow 

209 211 207 172 170 122 
3 2 1 1 6 5 

382 376 328 313 294 290 
1,995 1,920 1,526 1,331 1,214 1,155 
1,985 1,983 1,824 1,721 1,527 1,606 

475 483 
125 129 

3,654 3,573 

249 249 

104 102 

18 18 

479 
133 

2,887 

241 

92 

17 

472 426 425 
136 119 113 

2,888 2,953 3,175 

240 227 228 

91 94 96 

16 15 16 

Source : Data provided by the Slovak authorities. 

u Estimates. 



TatA. Ii. SlOValr Republic: Profits and Losass or Enterprises. 1992-94 y 

(I” billion* of kor”“v) 

1992 1993 1994 
Profits l,osrea “.t Net g Profits I.0ss.r Ret ProLit. wnsas Wet 

TotaL 31.6 21.6 10.1 12.6 a.2 46.3 35.9 85.5 38.1 47.4 

Agriculture 0.3 3.1 -3.4 -8.1 3, 4.5 11.2 -6.7 I.3 5.5 -4.2 

S.rvV1C.S 6.0 4.9 1.0 30.3 14.3 16.0 39.1 11.7 27.4 .J 
m Trade an.3 r.p.irs 2.3 2.2 0.1 0.2 2, 3.3 4.4 -2.1 4.2 3.2 l.0 Aotslr on.3 r.aSt.“ra”t. 0.2 0.2 _- 0.1 3, 0.2 0.6 -0.4 0.2 0.4 -0.2 I 

Trmrprt rnd CC.UW”iC&iO”S 1.9 1.8 0.1 2.8 8.4 a.1 6.3 7.8 1.1 6.7 
Fi”lnCi?.l *ervicas r/ 9.0 13.9 ?..8 xl.1 23.7 6.3 II.4 
Fis.1 estate 1.6 0.7 0.8 1.3 3.3 1.9 1.4 3.2 0.1 2.5 
othsr 1.2 0.5 0.7 _. __ _. 

source: SLaristical Office Of tile Slovak Rapublic. 
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Table 12. Slovak Republic: Gross Fixed Investment--Current Prices, 1992-94 

(In billions of koruny) 

Branch 1992 1993 1994 l/ 

Agriculture, hunting, and forestry 
Mining and quarrying 
Manufacturing 
Electricity, gas, and water supply 
construction 
Wholesale and retail trade; repair of motor 

vehicles, motorcycles, and personal 
household goods 

Hotels and restaurants 
Transport, storage, and communication 
Financial intermediation 
Real estate, renting. and business activities 
Public administration, defense 
Education 
Health 
Other 

5.1 4.6 5.4 
2.5 1.9 1.4 

29.4 31.0 20.4 
15.2 15.3 16.3 

3.1 3.4 2.1 

3.2 4.1 
1.9 1.0 
8.3 9.7 
4.8 8.1 
8.0 10.8 
2.2 4.5 
2.5 1.8 
2.3 2.8 
4.0 6.0 

4.6 
1.0 

13.8 
12.4 
15.0 
10.3 

1.3 
2.5 
1.5 

Total 92.5 105.0 108.0 

Memorandum items: 

Tangible investment 
Of which: Construction works 

Machines and equipment 
Other 

Non-tangible investment 

90.6 
41.9 
44.2 

4.6 

2.0 

103.4 105.7 
47.4 47.3 
50.0 49.8 

6.0 8.6 

1.7 

72.2 
32.8 

2.3 

Public investment 
Private investment 

. 

93.0 

65.3 
42.8 

Index of gross fixed investment 
(1989 - 100; in constant prices) 

Source : Statistical Office of the Slovak Republic. 

u Preliminary. 

89.8 83.2 
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Table 13. Slovak IIapukAic: Honey IncoIns* and EXp.ndit”I.* o* th. Pop”latio”--Curr*nt Pric.S, 1989.94 

151.0 
86.9 
29.8 

13.2 
2.7 

18.‘ 

1‘4.5 
97.7 
18.5 
16.9 

0.6 
10.8 

6.5 
1.6 
4.9 

4.3 

142.2 
110.7 

,1n billlD”S of hanmy> 

161.5 186.1 214.2 269.3 
89.7 93.0 102.8 119.1 
31.4 40.3 45.2 50.9 

13.1 9.5 8.0 7.6 
2.9 7.5 7.3 7.8 

29.4 35.8 50.9 83.3 

163.1 174.1 201.2 260.4 
109.5 109.7 131.9 172.6 

21.2 23.8 25.8 31.5 
11.1 19.2 2J4.6 25.9 

319.9 
139.8 

60.9 

8.3 
12.9 
98.0 

297.0 
196.9 

36.0 
m.3 

1.4 
35.4 

22.9 
6.8 

16.1 

7.2 

128.5 
114.1 
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Table 14. Slovak Republic: Unemployment, 1990-94 

(In thousands: end of ueriod) 

1990 1991 1992 1993 1994 

Registered unemployment 
Of which: 

Workers drawing 
unemployment benefits 

Part-time workers u 

Participants in training 
programs 

Vacancies 

40 302 260 368 371 

36 248 87 123 85 

78 72 74 

7 24 23.. 

15 8 16 8 13 

source : Data provided by the Slovak authorities. 

u Estimate; involuntary and voluntary part-time workers. 
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Tata. 15. Slovak R.public: Fmploymmt by S.C+,OI, 1989-90 1, 

2.423 

304 

836 

. . . 

. . . 

259 

.I. 

.I. 

.I. 

.,. 

. . . 
172 
116 
. . 

99.0 

t&! thoussnds: vaarl” avaraae, 

2.345 

301 

819 

2.008 I.995 

1.818 1.647 

297 245 

251 

. 

173 
118 

95.1 

fs6 576 
34 30 

583 508 
39 38 

150 128 

328 292 
12 15 
84 77 

131 101 
15 1) 
86 85 

386 405 
47 59 

Mb 18. 
117 126 
38 36 

6 28 

1114 320 

(I” D.rC.“t of tot.11 

18.3 
87.2 81.6 

09.1 

69.5 
12.1 

47.6 45.7 

1.991 

1,606 

209 

547 
2, 

478 
65 

106 

2.30 
20 
69 
88 
12 

141 

414 
77 

169 
129 

39 

62 

323 

22.8 
77.2 

67.8 
9.4 

45.8 48.6 

1.955 

1.515 

183 

517 
21 

451 
45 

93 

310 
24 
62 
77 
11 

136 

410 
71 

172 
127 
*o 

85 

355 

31.9 
68.1 

59.5 
8.6 

46.0 
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Table 16. Slovak Republic: Employment by Sector, 1990-94 

(Yearly rercentase chances) 

1990 1991 1992 1993 1994 

Total employment -3.2 -14.4 -0.6 -0.2 -1.9 

Enterprises with 25 or 
more employees . . . -9.4 -2.4 -5.8 

Agriculture -1.0 

. . 

-1.3 -17.5 -14.7 -12.4 

Industry 
Mining 
Manufacturing 
Electricity 

-2.0 

. . 

. . . 

-12.2 -5.0 -5.5 
-11.8 -20.0 -12.5 
-12.9 -5.9 -5.6 

-2.6 18.4 -_ 

construction -2.7 

-19.9 
. . . 

. 

. 

-40.5 -14.7 -17.2 -12.3 

S.Zl-ViCEZS 
Financial services 
Real estate 
Trade 
Hotels 
Transport 

. . . 
. 

. . 
. . 

. . . 

. -11.0 13.0 -6.1 

. . . 25.0 33.3 20.0 

. . . -8.3 -10.4 -10.1 

. . -22.9 -12.9 -12.5 

. . . -6.7 -14.3 -8.3 
. . -1.2 65.9 -3.5 

State administration 
Administration 
Education 
Health 
Other social services 

. . . 4.9 2.2 -1.0 
. . 25.5 30.5 -7.8 

0.6 6.4 __ -8.2 1.8 
1.7 -0.8 7.7 2.4 -1.6 

. . . . -5.3 8.3 2.6 

Enterprises with 1 to 24 
employees . . . . 366.7 121.4 37.1 

Employees of private 
entrepreneurs . . . 73.9 0.9 9.9 

Source: Statistical Office of the Slovak Republic. 
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**la 17. Slav* R.pbuE: rJ.vslopm*nts in c0n.url.r and Pr0dut.r PIiC.‘. IWO-94 

,P.dOd a”.r.l., r,.rc.nta*. chanre.) 

Co”slmsr pric.s 
Good. and *.rvic.. 

Food 
NO”fOOd 

Of *llich: F”.lS 
c.t..ring 
S.NiC.. 

Of which: 
R.ntJ and cmlnun.l 

..rvic.. 2, 
Tranapart and 

cmm”“icstio” 

Pr0duc.r pric.* 
A.&C”lt”r. 
Construction works 
Co”.tructio” msterials 
I”d”StXY 

Of which: 

Weilht,. 1, 

m3.00 
29.97 

44.58 

11.15 
14.00 

5.30 

2.63 

IO.4 
11.0 
11.4 

4.7 
8.1 
8.5 

0.1 

7.6 

0.4 

4.8 

61.1 
47.3 
78.0 

149.0 
55.0 
41.4 

45.8 

33.6 

4.4 

68.9 

10.0 
7.0 
9.8 

24.1 
6.7 

20.5 

35.8 

9.9 

6.5 

5.3 

Hi”‘“~ and qu.rrYin& 
Hm”taCt”ri”g 
Electricity. gas. and water 9.4 -6.4 

18.3 9.6 
17.8 11.2 

23.2 13.4 
21.3 16.2 
20.4 12.7 
34.4 18.3 
35.5 13.1 
28.0 10.1 

25.6 6.8 

47.3 9.2 

14.6 10.8 
24.1 11.0 
13.6 9.2 
17.2 10.0 

sourc.: ht. pr0vid.d by t.h. SlO”ak autil0riri.s. 

1, Y.ar 1989. 
2, Including .l.ctrieity .“d gas 
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Table 18. Slovak Republic: Energy Prices, 1989-94 y 

(In korunv mr unit) 

1989 1990 1991 1992 1993 1994 

Petroleum products 
Average domestic retail price 

of refined oil products 
for all final users 

Gasoline (90) (Sk/liter) 
Gasoline (96) (Sk/liter) 
Diesel fuel (Sk/liter) 

Electricity (Sk per MWh) 
Households 
Enterprises 

Natural gas (Sk per 1000 m3) 
Households 
Enterprises 

Central heating (Sk per GJ) 
Households 
Enterprises 

8.00 10.47 16.00 16.22 18.68 18.77 
9.00 11.78 18.00 18.22 19.55 19.69 
6.50 9.49 15.00 14.68 15.91 16.25 

497 497 845 845 1,018 1,018 
664 840 1,433 1,433 1,455 1,455 

900 
1,530 

21 
120 

900 2,075 2,075 
2,530 3,350 3,350 

21 89 89 
140 180 197 

2,190 2,190 
3,550 3,550 

120 140 
200 200 

Source : Data provided by the Slovak authorities. 

u All prices are annual averages. 
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Table 19. Slovak R.palic: A”.raes Elonth1y E.rnings by sactor, 1989-94 1, 

CJ” korunx) 

1989 1990 1991 1992 1993 19% 

3.141 

3.u5 

3.199 

3.431 

2.941 
2.851 

3,278 

3.647 

3.299 

3.530 

. 

3.075 
3.087 

3.777 

3.776 

3.771 

3.836 
,.,*s 
3.757 
4.480 

3.815 

5.260 
3.733 
3.386 
3.169 
3.840 

b. 189 
3.5,7 
3.942 
3.683 

~.OOO 

2.844 

2.000 

4.598 

4.483 

4.149 

4.353 
5,458 
4.370 
6.006 

4.617 

7.667 
4.516 
4.019 
3.843 
4.427 

5,110 
,.,I8 
4.605 
..3112 

5,118 

4.950 

2.200 

5.372 

5.275 

4.556 

5.496 
6.482 
5.234 
7.767 

5.533 

10.386 
5.559 
4.848 
4.471( 
5,467 

6.179 
6.706 
4.813 
4.933 

6.675 

5.850 

2.450 

6.285 

6.160 

5.191 

6.464 
7.383 
6.193 
8.766 

6,502 

11.770 
6.642 
5.748 
5.192 
6,&34 

7.350 
5.151 
5,443 
5.626 

9,558 

5.900 

2.450 



, I 

Tabl. 20. s1ov* Rspbllc: G.“.ral Gov.mm.nt P.sv.nus. 1992-95 

I” billion* Of Lorun” I” o.rc.nt oi GOP 1” mrc.nt Of tot.4 
1992 /I 1993 1994 1995 1992 y ,993 1991 1995 1992 1, 1993 199. 1995 

““darlyins hrtcom. Prwrac c.aEc.n. Proj. “nd.r,y*ng o&corn. *roaran OJlCaD. Pd. ur,d.rl~in# cutcon. outcca. Proj. 

TOTAL RnnN”E 153.1 
40.3 

‘0.3 
51.4 
31.2 
23.2 
21.3 

1.9 
__ 

5.3 
__ 

0.8 

30.1 

22.2 

5.6 

6.5 
3.8 

__ 

6.3 

L63.5 
41.0 
27.5 
15.‘ 

5.1 
36.5 
22.0 
14.5 
IO.7 

3.2 
0.6 

4.5 
1.6 
2.1 

a.9 

29.0 

6.3 
0.6 
3.8 
4.2 
4.0 

10.1 

195.0 
60.1 
40.6 
20.1 

__ 

42.0 
28.3 
13.1 

1.6 

3.8 
2.5 

6.4 
1.1 
4.3 

67.5 

32.5 

6.3 
0.7 
4.1 
6.0 
1.0 
8.4 

104.6 
58.3 
37.1 
21.1 

50.1 
31.9 
18.1 
11.7 

3.5 
3.0 

1.7. 
1.4 
2.6 

51.4 

33.7 

6.5 
0.8 
2.2 
3.8 
6.1 

13.7 

11.0 1.8 I.9 
0.7 0.2 
3.6 2.1 1.1 
2.8 1.7. 1.2 
1.4 1.2 

14.4 2.1 3.0 

51.1 
15.9 
10.6 

5.3 
-- 

11.0 
7.4 
3.6 
1.9 

1.0 
0.1 

1.1 
0.4 
1.1 

12.4 

8.5 

1.1 
0.2 
1.1 
1.6 
1.8 
z.2 

51.4 
11.6 

9.3 
5.3 

_. 

12.6 
8.0 
4.6 
2.9 

0.9 
0.7 

1.8 
0.4 
0.1 

12.9 

8.5 

1.6 
0.2 
0.6 
1.0 
1.7 
3.b 

z.* a., 3.9 
0.2 .,. 0.3 
0.8 4.3 2.3 
0.6 2.5 2.6 
0.3 2.4 
3.2 4.1 6.1 

100.0 
28.5 
18.1 
10.3 

__ 

24.5 
15.6 

8.9 
5.1 

1.1 
1.b 

3.5 
0.1 
1.3 

25.1 

16.5 

3.2 
0.4 
1.1 
1.9 
3.3 
6.7 

100.0 
29.7 
21.1 

8.6 

24.6 
14.5 
10.1 

6.8 

1.6 
1.1 

3.9 , 0.7 1.3 f.z 
25.2 ’ 

14.6 

&.I 
0.3 
1.5 
1.2 
0.6 
6.2 

SOYrc.*: rmt. pZ0Yid.d by a. ShYat ninistry Of Finam.; and .rAff .stimar.s. : 
?i 

1, E*timat.d by tll. Shff. t: 
3 
F 
L- 

% 
2 
3 
Es 



Iabl. 21. Slovak R.public: G.n.r.1 Go”.mme”t Expnditur.. 1992-95 

I” billion* Of *orunv I” D.rce”t OI GDP I” c..rc.nt Of t0t.l 
1992 1, 1993 2, 199. 1995 1992 1, 1993 2, 19% 1995 1992 1, 1993 2, 1994 1995 

Underlying Gutcom. Pro&ram cutcorn. Proj. ““d.r,yfn* hltc- Prosran OYtcc@m woj tid.rl,i* outcom. outcorn. Pro,. 

TOTAL ExPENDnm 192.6 
167.8 
90.2 
15.‘ 
15.3 

8.0 
51.5 

16.2 
8.2 
1.1 
1.7 
z.0 

3.2 

56.1 
28.0 

5.8 
2.0 
3.8 
5.9 
2.4 
7.2 
1.4 

4.7 
3.6 

1.1 

21.8 

12.2 
3.0 
9.6 

__ 

189.5 
168.3 

79.4 
15.9 
15.8 

8.0 
39.7 

17.2 
8.7 
0.6 
1.6 
2.5 

1.9 

58.6 
52.1 

3.0 
1.9 
1.1 
5.2 
3.1 
4.3 

10.3 

13.7, 
11.6 

1.5 

21.2 

12.5 
6.9 
1.7 

__ 

210.4 
181.3 

85.9 
16.5 
17.5 

6.0 
45.8 

16.0 
1.0 
0.3 
2.9 
z.1 

3.8 

65.7 
38.5 

3.8 
2.9 
0.9 
5.4 
5.0 
1.9 

11.7. 

19.1 
17.9 

1.8 

11.0 

14.5 
4.5 
2.0 

2.0 

LlO.6 
190.5 

86.5 
16.7 
22.9 

1.6 
39.3 

18.5 
7.6 
0.3 
2.8 
3.0 

6.8 

65.3 
39.3 

3.6 
1.7 
1.9 
5.2 
5.2 
2.5 
9.5 

20.7. 
17.2 

3.0 

19.9 

14.0 
3.9 
2.0 

_- 

245.9 
218.0 
103.6 

18.6 
18.1 

1.1 
19.2 

20.1 
1.5 
0.4 
3.0 
3.0 

6.3 

77.0 
11.9 

5.8 
2.4 
3.4 
5.5 
6.0 

__ 

x.7 

11.3 
13.9 

3.4 

24.8 

11.8 
5.9 
5.1 

3.1 

62.6 
56.5 
29.3 

5.0 
5.0 
2.6 

16.7 

5.3 
2.7 
0.1 
0.6 
0.7 

1.0 

18.. 
9.1 
1.9 
0.7 
1.2 
1.9 
0.8 
2.3 
2.4 

1.5 
1.2 

0.b 

8.1 

1.0 
1.0 
3.1 

_- 

55.7 
19.5 
23.3 

4.7 
4.6 
2.3 

11.7 

1.1 
2.5 
0.2 
0.8 
0.1 

0.8 

17.2 
9.6 
0.9 
0.5 
0.3 
1.5 
0.9 
1.3 
3.0 

3.9 
3.4 

0.5 

6.2 

3.7 
2.0 
0.5 

__ 

55.1 
49.1 
22.5 

b.3 
4.6 
1.6 

12.0 

4.2 
1.8 
0.1 
0.0 
0.6 

1.0 

17.2 
10.1 

1.0 
0.8 
0.2 
1.4 
1.3 
0.5 
2.9 

5.z 
6.7 

0.5 

5.5 

3.8 
1.2 
0.5 

0.5 

5Z.B 
,7.8 
21.7 

l.?. 
5.8 
1.9 
9.9 

4.6 
1.9 
0.1 
0.7 
0.8 

1.2 

16.4 
9.9 
0.9 
0.4 
0.5 
1.3 
1.3 
0.6 
2.4 

5.1 
4.3 

0.8 

5.0 

3.5 
1.0 
0.5 

__ 

54.1 
47.9 
22.8 

4.1 
6.2 
1.7 

10.8 

4.4 
1.6 
0.1 
0.7 
0.1 

1.4 

16.9 
9.9 
I.3 
0.5 
0.1 
1.2 
1.3 

__ 

3.2 

3.8 
3.1 

0.1 

5.5 

3.0 
1.3 
1.1 

0.1 

100.0 
87.1 
66.8 

8.0 
7.9 
4.2 

26.7 

8.4 
6.3 
0.6 
0.9 
1.0 

1.1 

29.4 
11.5 

3.0 
1.0 
2.0 
3.1 
1.1 
3.1 
3.8 

2.4 
1.9 

0.6 

12.9 

6.3 
1.6 
5.0 

__ 

LOO.0 
88.8 
41.9 

8.4 
8.3 
6.2 

20.9 

9.1 
4.6 
0.3 
1.6 
1.3 

1.5 

30.9 
17.3 

1.6 
1.0 
0.6 
2.7 
1.6 
2.3 
5.4 

6.9 
6.1 

Cl.8 

11.7. 

6.6 
3.6 
0.9 

__ 

100.0 
90.6 
41.1 

7.9 
10.9 

3.6 
18.1 

8.8 
3.6 
0.1 
1.4 
l., 

1.3 

31.1 
18.7 

1.1 
0.8 
0.9 
2.5 
2.5 
1.2 
4.5 

9.6 
8.2 

1.4 

9.4 

6.6 
1.9 
1.D 

__ 

100.0 88.7 42.1 7.6 11.4 3.1 20.0 
8.2 3.0 0.1 1.2 1.2 
2.6 
31.3 I 18.3 2.4 iz 1.0 , 1.4 2.2 2.6 __ 6.0 
1.0 5.7 
1.4 
10.1 
5.6 2.4 
2.1 
1.3 

1 * 

0 
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Iabl. 22. Slovak R,public: ,%a.. Fi”r8nCi.l A...t.. 1992-94 

(I” millionr Of kor”“x~ 

1992 1993 1994 1993 1994 
End-D.C. 1, End-Dec. E”dTmC. Chll”W chmg. 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10 

11 

474 

IO, 830 
3.107 
4.460 
3,263 

633 

52,096 
23,882 

8,603 
108 

15,915 
3,529 

.- 

474 

4.056 
793 

47, 

6.493 
793 

3,263 

58.982 
28,393 
10.134 

112 
18,508 

1.835 
_- 

31,813 34.135 
30,517 32,601 

1,296 1.533 

1,646 
300 
363 
173 
810 

163 

523 

I.094 

60 

99.331 
32.3 

2.803 
883 
765 
290 
865 

221 

1.029 

1.584 

-- 

240 

104.168 
30.6 

3.263 
2.437 

557 

53,145 
21.683 

9.307 
119 

17,654 
1.381 
5.867 

29.776 
28,805 

970 

2.892 
832 
720 
335 

1.005 

792 

643 

1.683 

240 

102.562 
25.7 

__ 

-6.774 
-2.314 
-4.460 

_- 

11 

6.886 
4,511 
1,531 

4 
2.533 

-1.694 
-- 

Z.JZZ 
2.084 

237 

1.157 
583 
402 
117 

55 

58 

506 

490 

._ 

180 

4.831 
1.4 

_- 

2.437 
_- 
-. 
._ 

2.437 

-88 

-5.831 
-3,710 

-826 
7 

-854 
-454 

5,867 

-4.359 
-3.796 

-563 

90 
-51 
-44 

45 
140 

571 

-386 

99 

-- 

-- 

-1.606 
4.4 

source: Data. pr0vid.d by the Slovak H,nistry or Finance, 

I, Inchdin$ .*s.ta tak.n W.2 fXM the federation. 
2, csm Ce.kc.slo”.naka Obchod”i Bank.. 
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Iabl. 23. Slovak Rspublic: stat. Fi”anCi.1 Liabilit.ien. 1992-94 

(In milliona Of koruny, 

1992 1993 1994 1993 1994 
End-D.C. I, End-D.C End-D.s Chan8. changa 

Liabilit*.a 

54.461 
13.053 
8.663 

32.745 
7.Km 
2.333 

23,011 
7.891 

15.17.0 

6.&51 
3.198 
3.733 

13,601 
4.877 
4.692 
4.071 

__ 

5.801 

25.742 
21,259 

4.483 

9,231 
4.852 

431 
600 

230 
3.118 

-- 

-- 

115.287 
33.9 

-11.119 
-3.3 

-7.986 

-_ 
-7.986 

-7.986 
-1.891 

-94 

-1.605 
-1.243 

-362 

*,oa 
-185 

52 
-238 

2.431 

-5.801 

-2.868 
-Z.B,Z 

4 

8.461 
354 

89 

-. 

32 
1.986 

22.892 

15.156 
3.8 

~16,762 
-4.2 
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Table 24. Slovak R.qublic: Central Go”srNnent Bud&.t--Offic,al Data. 1992.95 
(I” millions Of korunp~ 

,992 1, 1993 ,99‘ ,995 
Bud@ 2, cutccaw B”d8.t 2, Gutcorn. B”d&.t. 2, cutcorn. Bud8.t 2, 

117.500 

113.300 

41.400 

1~.500 
I‘.500 

29.900 
.- 

34.100 
_. 

33.800 
_- 

33.800 
~.OOO 

1,000 

‘.300 

2.500 

500 
.- 
.- 

1.300 
-. 
-. 

117.500 

108.900 

52.600 

56.300 
11,700 
40.500 

1.600 
100 
100 

10,300 

7.100 
I.600 

900 

nemarandum itsma: 
B”d8et data accordin. LO prosrm d.f‘nlti.3” 

Revenue 1, 117,500 
Expendftura 1, 117.500 
Budget balance 

159.150 

115.686 

37.768 

5.368 
2.030 

3.338 

32.100 
-- 

50.600 
30.500 
20.~00 

__ 

4.100 

51.018 
51.018 

__ 

2.200 
2.200 

_- 
-- 

12.46. 

3.500 
200 
830 

7.93‘ 

158.150 

146.300 

56.300 

90.000 
15.800 
61.100 

1.100 
1.819 

__ 
-. 

11.800 

8.100 
2.100 

400 
__ 

158.150 
158.150 

__ 



. 
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Tabl. 25. Slovak P..puLaic: C."tr.l OO"em."t Bud8.t Outcc8?--0ffish1 cuart.rly ht... 1994-95 
(I” .,llimu Of Lorun”, 

1994 1999 1, 
J.” -Mar, Appr.-JUll. J”lY-S.pt. Ost.-D.c. JUl.-“.r. Apr.-Jun. 

32.521 
29,095 
9.616 
3.517 
1.164 

861 
1.512 
6,099 

,*.I85 
9.321 
h.864 
1.057 
3.296 

-- 
3.296 

961 
368 
573 

3.432 

1.939 
130 
477 
817 

__ 
9 

._ 

38.,&T 
32.70, 
1, .*a 
3,260 
3.*5b 

157 

I.82 
3.100 

495 
1.912 

13.174 
1.116 
2.595 

146 
8.987 
9.259 
2.536 
2.123 
1.507 

832 
615 
446 
172 
57 

4.27, 
-5.955 

-906 

33..00 
26.438 
9.749 
3.120 
2.2ZB 

517 
375 

6.629 
14.458 
8.860 
9.998 
1.368 

63 
__ 
63 

800 
378 
422 

6.962 

3.063 
211 
631 
931 

2.000 
120 

6 

110.080 
32.226 
16.847 
3,814 
3.‘09 

195 

,.,t: 
3.323 
1.218 
2.819 
8.118 
1.326 
3.214 

l&6 
‘,032 
6.631 
1.262 
-631 

2.909 
1.823 
1.086 

875 
17‘ 
11 

1.945 
-6.680 

-204 

37.977 33.222 

30.260 30.048 

9.281 15.739 
3.811 5.995 
2.633 2.391 

484 1.398 
694 2,200 

9.470 9.74, 
11,426 11.651 
11.376 8.510 

6.050 3.141 

1..9* 1.146 
444 227 
_- __ 

4.4 22, 
1,611 1.285 
l.OS9 938 

952 347 
7.711 3.114 

2.043 1.766 
275 
641 2: 
746 6.4 

1.946 __ 
2.058 26 

8 8 
_. _- 

13.639 31.215 

41.003 31.234 
22.5.22 I,.,21 

9,596 3.911 
2.768 4.673 

343 214 
41 

2,882 *.*‘,: 
4.136 3.743 
2.273 123 
4.383 2.494 

12.520 9.008 
I.915 5.579 
4.168 3.205 

165 224 
6.272 

5.961 ..BOO 
4.102 I.983 
1.599 2.811 
6,130 1.863 
2.137 Ml 

1.393 1.062 
742 789 
591 220 

60 53 
-1.194 4.118 
-5.662 -4.053 
-6.126 1.020 

4.9F.l 
2.996 
1.955 
3.561 
1,818 

1.151 
619 
631 
412 

1.052 

4.150 
6.094 
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Table 26. Slovak Rapublls: Local Authoriti..’ Raven”. and Exp.“ditur.--Olficia1 De... 1992-95 

(I” millions ot Lorun? 

1992 1993 ,994 ,995 
CUtcUO. Budge& 1, Budsa 2, cmtca. Burlg.t 1, GIltcam. Eads.t 1, 

CMOFI mu”iciml) NOFI W-aF 1 

20,627 

5.905 

2.1&5 

2.421 

8.140 

1.254 
._ 

1.795 
5,091 

6.582 

11,135 

7.036 

b.736 
4.736 

2.700 

2.700 

2.176 

700 
1.476 

1,523 

19.670 

10.319 

10,739 
1.384 

7.547 

6,997 
850 

11.135 

7.316 

7.401 
880 

854 

2.421 
430 

957 -- 

18.765 

6.038 

4.251 
4.251 

1.787 

1.787 

10.20‘ 

1.544 
8.660 

2.523 “, 

19.477 

11.016 

6.682 

4.706 
430 

1.546 

-712 

20.966 

7.862 

5.647 
5,647 

2.215 

1.611 
604 

10.817 

231 
-- 

2.076 
8.570 

2.227 5, 

19,299 

,,.059 

11.723 
993 

6.583 

4.595 
430 

1.667 6, 

12.760 

6.525 

3.725 
2.213 
1.512 

2.800 
500 

2.300 

5.200 

500 
-- 

1.550 
3,150 

1.035 

17.160 

9,345 

9.710 
575 

2.475 

2.335 
240 

-- 

20.073 

8.760 

5.583 
3.946 
1.637 

3.111 
389 

2.032 
756 

9.697 

1.638 

1.119 
6.940 

1.616 
1.080 

5% 

19.098 

12.861 

11.201 
1.660 

6.237 

4.729 
294 

1.214 

14.318 

7.013 

4.273 
2.716 
1.557 

2.740 
540 

2.200 

6,113 

1.510 
__ 

950 
3.653 

I.192 

14.318 

11,811 

10,350 
1,461 

2.507 

2.200 
307 

-- 

915 z, -- 

Sourc.: Data provided by the SlOVaL authorities 

1, Aa pr.se"ted in the annual central &OY*mEnt kdg.t document. MCI excluding any new soYrcII* Of income cz.sr. 
char&es. aal. ot proprty. entreprsnsuriPd inccme) the m""ic,pc‘,lities a=. able to mak. "I. Of during t.h. fiscal par. 

2, Based on a. mu"icipaliti.a' a""Ou"C.,ne"ts on tlmir arm b"d&*tr. Not available for ,994 a.ncl ,995. 
y Including incorn. fl-m tll. aale Of pzoperty, borrowing. 
41 Includes Sk 1.000 million of bond financing for KBV housing project. 
2, fncludaa Sk 705 miuion of KBV bond financing. 



Tabl. 2,. SlOValr Republic: Extrabudgetary Funds and Acsotmts. 1993-95 

(I” million. ot hxun”, 

“% 1.263.5 
7.1 

‘“i:Y 

360.0 

2::: 

53.4 

53.4 
20.0 

978.1 
218.0 

2.148.4 

61.0 

222.3 
20.1 

“E 
1.806.2 

5.4 
_- 
._ 

%:! 
57.5 

243.3 
_- 

1.081.0 
191.4 

1.806.2 

62.8 

243.3 

102.9 
21.1 

342.2 

-1.8 

-21.0 
20.1 

1995 Budl.t 

6.064.6 

854.0 
1.0 

::::; 
XZ 
* 43.7 

200.0 
26.7 

350.0 
1.000.0 

3.010.1 

:% 
18.0 

650.0 
1,;;yj 

25.0 
__ 

100.0 
352.1 

9.074.7 5.034.3 
__ 

139.8 

f:::: 
:%i:i *w.o 

198.1 2.0 
__ 

4.451.9 

1.H5.8 
_- 

40.6 
201.0 

_- 

‘2;;:~ 

100.0 
26.7 

1.:;;;; 

_- 

9.486.2 

1.145.8 
139.8 261.8 
372.5 

2;:::: ‘582.8 
298.1 

28.7 

1.166.5 
352.1 

-411.5 

-41.8 

2;:: 
-15.5 

-406.2 
-81.4 
-24.1 

-73.7 
-2.0 

-716.5 
1.000.0 

__ 
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Tmbl. 28. Slovak rl.publio: strustur. oi G0n.r.L Gov.ma.nt, 1993-95 

st.t.. LX.1 S-Xi.1 BB Fund* + EB Tot.1 Gm.r.1 
B”d8.t Go”.nlm.“t. S.C”rity ACEOunt. FT0j.e.. DO”.rnm.rk 

A. R.“.““, 

1993 
am 2w.n”. 
R.c.iv.d trm‘f.rs 
Pat.1 r.“.““. 

1994 
an r,“mY. 
R.C.i”.d tzan.i.2* 
Tot.1 r.“.““. 

1995 
wrl Il.“.““. 
R.C.i”.d truui.r. 
Tot.1 lz.“.““. 

B. Expnditur. 

A. R.V.ml. 

1993 
cun r.v.nu. 
R.C.iY.d truuI.L. 
Tot.1 r,v.nu. 

1994 
(kn r.v.nu. 
R.c.iv.0 trmai.r. 
Tot.1 r.v.ml. 

1995 
cm? R..“.rnl. 
R.c.iv.0 trul.5i.r. 
Tot.1 !a”.““. 

t& billimlS Of konmv an.3 . . mrcwnt Of tot.L, 

18.7 
1.5 

20.7. 

15.4 
1.1 

16.5 

17.6 
1.2 

18.7 

20.0 

20.0 

17.5 

17.5 

18.7 
. . . 

le..1 

11.k 
48.6 
12.1 

7.5 
4.2 
7.2 

7.6 
3.5 
7.0 

10.6 

10.1 

8.3 

I.6 

7.5 

6.7 

. . . 2.1 
. . . 1.6 

3.7 

50.2 3.0 
22.5 2.5 
72.7 5.6 

57.8 6.1 
30.5 3.0 
88.3 9.1 

3.6 

3.4 

69.9 6.6 

69.9 6.6 

82.6 9.5 
4.2 I/ 

06.9 9.5 

( 6. D.LEme Of tot.l, 

1.3 
51.6 

2.2 

24.5 1.5 
06.5 9.6 
31.5 2.4 

24.9 2.6 
87.9 0.7 
33.1 3.6 

1.8 

I.8 

33.7. 3.1 

29.5 2.B 

33.6 3.9 
12.1 1, . . . 
31.0 3.4 

1.7 

1.7 

2.0 

2.0 

5.1 

5.1 

0.9 

0.9 

1.0 

0.9 

2.1 

1.8 

163.5 
3.1 

166.6 

201.6 
26.1 

230.8 

232.2 
34.7 

266.9 

189.5 
3.1 

192.6 

210.4 
26.1 

236.6 

245.9 
34.7 

280.6 

100 .D 
100.0 
100.0 

100 .o 
100.0 
100.0 

100.0 
100.0 
100.0 

100.0 
100.0 
100.0 

100.0 
100.0 
100.0 

100.0 
100.0 
100.0 

SO".E.,: rut. provid.0 by th. s1ov* Ministry Of FlmnC. uxl tll. W.tkm.1 Bank ot Slovaki.: and .t.c? .a.imat.. 

1, Transfer* lmt*,,n social insurmca fund*. 
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Table 29. Slovak Republic: Intragovernmental Transfers, 1993-95 

(In billions of koru.y) 

1993 1994 1995 

From state budeet to: 

Local governments 

Social security system 

Extrabudgetary funds 

Total 
(Percent of GDP) 

Memorandum item: 

Debt service for extrabudgetary 
projects 

1.5 1.1 1.2 

. . . 22.5 26.3 

1.6 2.5 3.0 

JJ 26.J xc! 
0.9 6.6 6.7 

. . . 0.6 0.8 

Source : Data provided by the Slovak Ministry of Finance. 



. . 

lib* 30. Sb,¶k Republic: Morlmy Suny. 1992-95 1, 

-28.4 
x.0 
54.4 

236.0 

305.5 
a.9 
0.4 

23.52 
B2.5 

3.7 

-693 

207.6 

a.9 

182.7 
170.1 
12.6 

1.53 

-30.9 
24.9 
55.t 

231.9 

317.3 
78.7. 
1.0 

238.1 
232.5 

5.6 

-85.4 

m.0 

14.3 

186.7 
170.1 
16.6 

-3.7. 
-1.2 
-2.0 

5.7 
0.9 

-7.6 

-1.7 
3.9 
03 

1.58 

-308 
251 
56.6 

240.5 

3327 
12.3 
I.2 

249.2 
2429 

6.3 

-922 

209.7 

117 

191.0 
llm 
19.0 

1.3 
-- 
4.3 
7.7 
5.5 

-3.1 

3.1 
4.9 
4.7 

1.59 

As?2 ,993 ,994 
Year 01 02 Q3 Q4 Year Q1 QZ Q3 Or Year ,a.. 

- 

Net domed *s*ell 

Domcslicdil 
xmditto~ooanr~13/ 
Net credit to Propmy Pud 
cm3it to cmlptin ..d Lo.rholds 

In *oDcrtic c”rre.cyg 
I. foleip umvy 

other items. .R 

Brad Mom, 

curm.cyouuidc bmh$/ 

Dcporitr 
In domeaticc”.rc.cy 
rm loreip cummsy 

Mc!nonm.dLlm i,cms: 
Broad money 
Net k6.g~ .rseu 
NC, dolnlrr.rcu 

Dom4c credit 
credit toc~terprisu*~d Lourhdd, 

Q,hr items, ,et 

Net domcrticarseeu 
Domestic credit 

credit ton,erprise, ,ld ,mvholdr 

“cbcity of boa* mo.cy$i 

-30.3 
124 
R7 

la.3 

340.3 
85.2 
1.3 

253.8 
246.5 

73 

-920 

218.0 

19.7 

198.3 
173.6 
24.7 

-35.1 
46.6 
81.6 

2823 

3643 
95.7 
6.9 

261.7 
253.6 

8.1 

-am 

247.2 

19.1 

228.1 
199.6 
28.5 

-35.1 -311 
46.6 48.6 
U.6 80.5 

2823 267.1 

364.3 362.5 
95.7 95.6 
6.9 13 

161.7 259.6 
253.6 249.3 

1.1 10.3 

-00 -95.1 

247.2 2353 

19.1 21.6 

226.1 213.7 
199.6 182.3 
28.5 31.4 

- 13.1 3.9 
622 89.6 
75.6 85.7 

2m.1 256.2 

35*., 360.1 
93.8 93.2 
6.6 6.1 

258.3 260.2 
747.6 247.7 

10.7 125 

-9e.3 -1m.e 

247.0 260.1 

234 26.3 

223.2 233.8 
189.1 198.2 
34.1 35.6 

15.6 
101.8 
86.2 

279.1 

366.8 
96.6 
3.0 

267.2 
252.1 
14.4 

-0T.7 

294.7 

a., 

266.6 
228.2 
38.1 

15.6 
,011 
86.2 

279.1 

366.8 
96.6 
3.0 

261.2 
252* 
14.. 

-07.7 

794.7 

2a.1 

266.6 
zz3.2 
a.4 

cblmre .s . DCrce.ULL Ofbmd m0aeyat kimi,r 0f&wio.d) 

1.0 13.1 19.1 -4.8 5.0 53 13.3 19.2 
0.2 -2.2 -3.2 1.3 ,.* 7.0 4.5 al.5 
3.7 15.6 w-3 -6.1 -2.9 -1.7 81 - 1.3 
3.6 11.0 28.3 -0.7 -1.6 0.6 26 1.0 
2.2 3.6 123 -0.1 -0.6 04 27 22 
0.1 1.6 -6.0 -5.4 - 1.3 -2.3 6.2 -23 

(Pcrccat d..ar. on pmtiur Dcerid) 

3.2 13.7 19.6 -5.4 -25 -1.6 1.9 -1.1 
23 7.1 19.2 -0.5 -1.0 0.1 1.9 0.7 
11 3.1 104 -0.8 -05 0.7 27 2, 
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Table 32. Slaoak Republic ?ek,ed Intaa, Rates, 1993-95, 

(Averaae in each v&xl: in pxcent uer annum) 

01 

1993 1994 
Q2 Q3 (14 01 02 Q3 Q4 Jan. 

1995 
Feb. Mar. A&x. May 

Total dcporils 

Term deposits 
Non-term deposits 

Deposits by maturity y 
Short-lam 
Medium-term 
Lang-tam 

Deposits by sector 
DcpasiU by stale cntqrisa 
Deposits by private sector 
Deposits of households 

Toedcredits 

Crcdia by maturity 
Short-term 
Medium-tam 
Long-krm 

Qedilr by sector 
credits lo state cnlerprises 
Chdils to private setor 
QcdiU to households 

Discount rate 2, 
Lombard rate 4 
Refinancing credit rate 

M-day=? 
T-bill yield, 30-dayy$ 

Memorandum items 
12-month CPI innation rale 
12-monrb PPI inflatioe rate 
S-month ccntercd avenge of 

ycarar-c3n,-ycar ink&i rate 

for PPI 

7.51 7.76 

12.06 4.06 
2.89 2.90 

10.35 10.61 
12.83 12.92 
18.50 18.43 

5.85 6.61 
4.55 5.07 
8.96 9.07 

,428 14.87 

17.53 18.28 
15.46 15.95 
9.95 10.19 

16.49 17.06 
13.56 14.30 
5.01 4.95 

9.50 9.50 
14.00 14.00 

18.00 16.50 
16.50 16.90 

2025 22.40 
16.77 15.13 

20.08 23.18 
16.23 1635 

820 

4.39 
2.88 

11.39 
13.17 
18.13 

7.94 
4.06 
9.49 

14.49 

16.0, 
10.07 

16.17 16.59 17.05 16.85 16.5, 15.56 
16.56 17.04 17.62 17.52 17.70 17.40 
10.45 11.34 11.43 ll.56 11.55 11.62 

16.24 14.88 
14.28 14.26 
4.97 5.37 

9.50 
14.00 

17.90 
11.90 

19.00 

18.00 

27.cr2 
19.45 

25.00 

25.69 21.65 
18.24 14.66 

8.61 9.09 

14.33 
2.33 

9.45 

13.89 
2.33 2.51 

9.44 930 9.40 

14.22 14.00 13.80 
2.80 2.80 2.90 

13.21 13.69 13.81 13.62 13.43 1327 
1428 14.72 14.76 14.75 1459 14.39 
16.62 16.55 16.18 *5.74 15.06 14.62 

7.23 7.81 
4.57 5.04 

10.73 11.24 

7.74 
6.14 

1125 

13.96 14.47 

8.49 8.96 8.65 
5.50 5.54 5.99 

11.24 11.22 Il.21 

14.61 14.66 14.51 14.14 

15.43 
14.70 
5.29 

12.00 
19.10 

15.50 

14.72 
8.06 

14.62 
7.90 

15.44 
14.93 
5.17 

12.00 

15.51 
14.98 
4.92 

12.00 

15.31 
14.86 
4.74 

12.00 

11.66 
9.39 

11.72 
10.02 

14.58 
14.64 
5.40 

12.w 

SOUM: National Ban& of Slovakia; and rtallatimata. 

y Shorl-tam, up 10 one year; medium lam. up 10 four yearr; long- tam, over far years 
y As of dx last day of ,he month. 
y ?he rate in the last auction held during the month. 
4 The return on trearur~ bills became tar exem~ in June 1993. 
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Table 33. Slovak Republic: Structure of Koruna-Denominated Bank Deposits, 1992-1995 

(In billions of koruny; end of period) 

State enterprises 1/ 44.1 40.8 48.8 46.7 50.9 44.0 41.3 44.9 m 48.5 50.0 48.8 

Demand deposits 27.1 21.4 28.5 25.5 
Time deposits 2/ 17.0 19.5 20.3 21.2 

Short-term 2.2 6.5 7.3 10.6 
Medium-term 14.8 13.0 12.7 10.6 
Long-term -- -- 0.3 -- 

31.7 24.3 21.1 23.9 29.1 26.0 27.6 25.4 
19.2 19.7 20.2 21.0 22.8 22.5 22.4 23.4 

8.5 8.9 10.3 11.1 13.9 14.2 13.9 14.8 
10.5 10.6 9.7 9.7 8.7 8.1 8.3 8.4 
0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 

Private enterprises 3/ ?6.5 22.1 26.0 28.0 35.4 30.3 34.7 38.6 46.4 41.9 42.3 42.0 

Demand deposits 
Time deposits y 

Short-term 
Medium-term 
Long-term 

23.7 
g3 
1.3 
1.5 

18.2 
u 
2.0 
1.9 

-- 

20.5 22.5 28.3 22.3 
5.5 5.5 n &LJ 
3.5 3.8 5.2 6.1 
2.0 1.7 1.9 1.9 
-- -- -- -- 

25.0 29.0 34.2 28.6 28.3 28.8 
y.J y& 12.2 13.3 14.0 13.2 
7.8 7.7 10.4 11.6 12.2 11.4 
1.9 1.8 1.7 1.6 1.7 1.7 

-- 0.1 0.1 0.1 0.1 0.1 

Households 99.4 107.0 104.5 101.1 113.4 

31.3 
82.1 
40.1 
35.4 

6.6 

199.7 

112.1 114.6 129.5 131.4 133.0 133.9 

Demand deposits 26.5 32.4 30.3 28.4 
Time deposits 2/ 72.9 74.7 74.2 m 

Short-term 36.7 37.3 36.9 35.7 
Medium-term 29.7 30.9 31.1 30.7 
Long-term 6.5 6.5 6.2 6.3 

30.1 30.0 29.9 31.5 32.0 32.3 32.1 
82.0 83.2 84.7 98.0 99.4 100.7 101.8 
39.5 39.9 40.4 46.4 46.1 46.7 47.1 
35.8 36.7 37.7 44.3 40.7 41.2 41.6 

6.7 6.6 6.6 7.3 12.6 12.8 13.1 

Total 170.0 169.9 179.3 186.4 189.2 198.1 227.8 221.8 225,3 224.7 

1993 1994 
Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Jan. 

1995 
Feb. Mar. 

Source: National Bank of Slovakia 

I/ Enterpriser which have less than fifty percent private ownership. 
21 Short-term, up to one year; medium-term, up to four years; long-term, over four years. 
21 Cooperatives included in the private sector starting in 1993. 
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Table 34. SIOW& Republic: Koruna-Denominated Credits from Banks to Enterp&s, N$JZ-% 

(In billions of korunlr. end of twxiod) 

1992 
1993 1994 1995 

Ql QZ Q3 Q4 Ql Q2 Q3 44 Jan. Feb. Mar. 

Total koruna-denominated credits ua.0 236.0 246.4 249.9 2608 253.6 251.8 252.2 257.6 2573 257.8 2652 

Operating credits 
Of which: 

Industry 
Of which: 

Mining 
Engineering 
Light industry 
Chemicals 
Food processing 
Other 

82.9 86.2 92.8 97.1 90.7 as.8 87.5 90.2 95.9 %3 966 104.1 

33.1 34.4 36.2 29.5 29.4 27.5 27.4 29.0 31.7 39.6 40.7 41.2 

3.9 3.4 43 3.7 3.6 33 3.2 3.3 3.4 0.7 0.7 
12.7 13.6 13.7 10.0 8.6 8.0 7.8 7.9 9.4 133 14.0 
65 6.9 7.2 5.6 5.1 5.1 4.7 4.4 53 6.1 6.7 
3.9 43 4.7 4.5 5.1 4.5 4.6 5.6 5.6 6.2 5.8 
33 3.4 3.5 3.2 4.0 3.5 3.6 4.0 43 7.0 7.0 
2.7 2.8 2.8 2.5 3.2 3.0 3.6 3.9 3.7 63 6.6 

Nonindustrial activities 49.9 51.8 56.6 67.6 613 583 60.1 61.2 64.2 56.7 55.9 
Of which: Agriculture g 11.9 11.4 11.7 10.0 9.0 9.5 10.7 9.9 9.0 7.4 8.1 

05 
14.6 
6.8 
6.1 
6.7 
6.6 : 

rD 

62.9 ’ 
8.6 

Investment credits 
Of which: 

Industry 
Of which: 

Mining 
Engineering 
Light industry 
Chemicals 
Food processing 
Other 

153.1 149.7 153.6 152.8 170.1 167.9 164.3 162.0 161.7 161.1 161.2 161.1 

43.2 43.1 46.4 42.4 49.0 45.0 443 43.6 44.4 50.1 50.2 49.5 

6.6 6.2 6.2 3.5 5.9 59 5.8 5.6 5.5 1.7 1.6 
15.9 15.6 17.0 18.0 21.8 183 18.2 17.8 18.2 22.7 22.8 
4.9 5.1 5.7 53 4.8 5.0 4.8 4.7 4.6 5.1 5.1 
4.6 4.0 4.2 4.0 3.6 3.1 3.0 2.9 2.8 33 3.2 
53 5.9 5.8 5.4 5.7 5.7 5.6 5.8 6.2 7.4 7.4 
5.9 6.2 7.5 6.2 7.1 6.9 7.0 6.9 7.1 9.9 10.1 

Nonindustrial activities 109.9 106.7 107.2 110.4 121.1 123.0 120.0 118.5 1173 111.0 110.9 
Of which: Agriculture y a.4 9.0 10.5 9.1 a.7 9.2 9.2 a.7 10.0 9.1 9.1 

1.6 
21.8 

5.1 
33 2 
73 2; 

103 z 

111.7 2 
9.1 $ 

Source National Bank of Slovakia 

I/ Refers to credits for both agricultural and nonagricultural activities of enterprises which at a point in time were producers primarily of agricultural l”x 
goods. 
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- 100 - STATISTICAL APPENDIX 
. 

Table 35. Slovak Republic: Balance of Payments, 1992-94 u 

(In millions of U.S..dollars) 

1992 1993 1994 
Preliminary Preliminary Preliminary 

Current accolnlt 

Trade balance 
Exports, f.o.b. 

Imports, f.o.b. 
Services balance 

Receipts 
Transportation 

Transit of gas 
Travel 
InCOme 
Other 

Expenditures 
Transportation 
Travel 
I~COlW2 
Other 

current transfers 
Private, net 
Official, net 

Capital account 
Capital transfers, net 
Foreign investment, net. 

Foreign direct investment inflows 
Other long-term capital, net 

Credits received, net 
Disbursements 
Repayments 

Credits extended, net 
Short-term capital, net 
Clearing account balance (surplus, -) 
Settlement under clearing account (payment, -) 

Errors and omissions 
Overall balance 

Gross reserves (increase, -) 
State Bank 
Commercial banks 

Fund credit, net 
Short-term liabilities (increase, -) 

46 
-715 

6,515 
7,229 

-54 
1,705 

414 
343 
200 
170 
921 

1,759 
263 
165 
205 

1.126 
a14 

70 
744 
-85 

__ 

100 

251 
196 
266 

70 
55 

-436 

__ 

-500 
-539 

-95 
5 

-100 
94 

540 

-601 
-932 

5,447 
6.379 u 

231 
2,140 

460 
381 
390 
189 

1,101 
1,909 

292 
216 
228 

1,173 
100 

96 
4 

980 
529 

-373 1/ 
134 
562 
313 
a02 
490 
249 

73 
189 

-- 

-23 
356 

-521 
-59 

-462 
90 
75 

712 
105 

6.727 
6,622 u 

537 
2,411 

538 
396 
568 
155 

1,150 
1,874 

161 
283 
275 

1,155 
69 
63 

6 
446 

a7 
250 
184 
659 
477 
950 
473 
182 

-195 
-609 
255 
268 

1,426 
-1,492 
-1,173 

-319 
48 
18 

Sources : Data provided by the Slovak authorities; and staff estimhtes 

lJ Including transactions with the Czech Republic. 
2J Including private imports of about US$45 million in 1993 and 

in 1994, not included in total imports in Tables 37, 39, and 40. 
3~ Including US$529 million of Slovak shares in Czech companies 

the "first wave" of voucher privatization in the former CSFR. The 
presented as a capital transfer. 

about US$22 million 

acquired through 
counterpart is 
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Table 36. Slovak Republic: Balance of Payments 
with the Czech Republic, 1993-94 

1993 
Preliminary 

1994 
Preliminary 

Current account 65 806 

Trade balance 35 542 
Exports, f.o.b. 2,310 2,497 
Imports, f.o.b. 2,275 1,955 

Services balance 3 262 
Receipts 755 805 
Expenditures 751 543 

Current transfers 26 2 

Capital account 149 -384 

Capital transfers, net 529 a7 
Foreign investment, net -521 u -1 

Direct investment, net -10 -9 
Portfolio investment, net -511 

Other long-term capital, net -75 -ii 
Credits received, net -65 -9 

Disbursements 10 
Repayments -7: -20 

Credits extended, net -10 1 

Short-term capital, net 26 -109 

Clearing account balance (surplus, -1 169 -609 

Settlement under clearing accout (payment, -) -_ 255 

Errors and omissions -214 -166 

Overall balance -_ 255 

Gross reserves (increase, -) __ -255 
State Bank -- -255 
Commercial banks __ -_ 

sources : Data provided by the Slovak authorities; and staff estimates. 

IJ Including US$529 million of Slovak shares in Czech companies acquired 
through the "fLrst wave" of voucher privatieation in the former CSFR. The 
counterpart is presented as a capital transfer. 
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Table 38. Slovak Republic: Share* of Partners in Foreign Trsda. 1993-94 

(In) 

1993 1994 

Exports f.o.b. 
Market economies 

Developed countries 
Of which: 

European Union 
EFTA 
Other OECD countries 
Other developed countries 

Developing countries 
Economies in transition 

CEFTA countries 
Of which: Czech Republic 

FSU countries 
Of which: Russia 

Former Yugoslavia 
Other European economies in transition 
Countries with state trading systems 

Non-specified 

38.0 
32.7 

24.0 
6.3 
2.2 
0.2 
5.3 

61.9 
49.9 
42.4 

a.3 
4.7 
1.7 
0.8 
ii3 
0.1 

44.7 
39.7 

29.2 
7.0 
3.2 
0.3 
5.1 

55.3 
45.4 
37.1 

6.9 
4.1 
1.9 
0.6 
0.4 

-- 

Imports f.o.b. 
Market economies 

Developed countries 
Of which: 

European Union 
EFTA 
Other OECD countries 
Other developed countries 

Developing countries 
Economies in transition 

CEFTA countries 
Of which: Czech Republic 

FSU countries 
Of which: Russia 

Former Yugoslavia 
Other European economies in transition 
Countries with state trading systems 

Non-specified 

36.4 
33.3 

20.6 
8.9 

i.62 
3:1 

63.5 
39.3 
35.9 
22.7 
19.5 

0.7 
0.3 
0.6 
0.1 

43.5 
40.1 

26.2 
a.9 
4.7 
0.4 
3.3 

56.4 
34.1 
29.6 
20.6 
17.8 

0.8 
0.3 
0.6 
0.1 

Source : Data provided by the Slovak authorities. 



kbl. 39. SLO”ak R.**uC: lhrEhul*ts. TC.d.. 1992-95 Ql 

(1” mfllions of “.S. ddl.r*. and cllULT*s I” v.r-mt Iran a I..Z ..r,i.g, 

1992 1993 199b Ql 92 Q3 Q4 Tot.1 Ql 92 93 v T0t.l 01 02 Q3 94 Tot.1 a!& 

Pr.li!a. m.um. Pr*lim. PZ.Lh. PC.Ih. PT.IM. 

6.515 1,vJO.I 
-20.0 

3.0% 612.. 
-23.7 

3.489 688 
-16.3 

7.**9 1.26‘.9 
-21.1 

3.666 511.5 
-3Ll.5 

5.563 141.4 
-*.* 

1.431.6 
-11.3 

67A.1 
-18.3 

813.5 
-11.0 

1.153.1 
-0.3 

659. I 
-26.1 

1.091.k 
21.5 

1.316.6 
-11.5 

519.6 
-9.3 

197 
-12.lJ 

1.490.‘ 
-18.0 

535.1 
-31.1 

9Ys.3 
-0.) 

1.3’17.8 
-19.3 

553.9 
-31.4 

838.9 
-0.1 

1.810.9 
S8.7 

562.3 
-47.2 

1.308.6 
52.9 

5.01.4 
-16.‘ 

2.310.0 
-23.7 

3.137., 
-1o.t 

6.319.3 
-11.8 

2.271.6 
-38.0 

1.101.7 
15.2 

1.426.4 
9.1 

%?., 
-11.4 

883.1 
m.4 

1.514.8 
20.5 

471.6 
-8.9 

1.051.2 
40.9 

1.666.3 
15.9 

619.5 
-0.7 

1.016.8 
28.1 

1.535.2 
-12.4 

478.1 
-17.5 

1.051.1 
-3.3 

1.681.0 1.953.1 
27.7 40.7. 

631.9 691.2 
22.8 75.9 

1.w3.1. 1.2.55.9 
30.9 49.7 

1.651.3 1.909.4 
to.9 2.1 

u2.1 5*3., 
-13.6 -3.4 

1.190.2 1.366.0 
21.6 4.4 

6.726.8 
23.5 

z.491.9 
8.1 

4.229.5 
34.8 

6.621.7 
,.B 

1.955.2 
-14.0 

4.666.1 
15.1 

1,971.6 
38.4 

683.8 
26.0 

1290.7 
46.1 

1.947.2 
21.7 ’ 

369.5 
20.8 E 

I 
1.377.8 

P0.B 

Sours.: D.L. prcwdd hy t,b. Slov.k .uthoriu.s. 

, l 
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Iabl. 40. SlDVat F+Tlkd.*c: crmrmo.dit), Compaition Of Trad.. 
S.I.T.C. Clasafiicatio”. 1991-94 11 

c-of 

195 133 
65 58 
60 51 

ZBZ 193 
11 10 

283 285 
596 586 
565 456 
231 173 

6 5 

464 459 
92 85 

327 349 
1.324 1.213 

16 19 
no 877 
951 1.113 

1.853 1.830 
571 584 

11 11 

Heu.x.“dum ita: 
EXChan@ i-at. Kcr p.r U.S. dollar ior 1991-W 

and Sk p.x U.S. dollar for 1993) 29.18 28.26 30.79 32.04 30.79 32.04 

i 



Tabl. 41. Slovak Fapublic: c-at., Comp0‘iti.m Of W.d., 1991-W 

(Ill Dmcent or t.Jt.lJ 

s.1.*.c. 
C.h~Ory D..sript~on 1991 A, 1992 y 1993 g 1994 y 1993 2, 1994 2, 

Food and li”. animal* 
hv.ry.s and tOb.EcO 
Crud. md..Ti.h 
Pu.1, an.5 r.l.t.* *nni”Et. 
Animal and “.‘.hbl. oil. arId i.t* 
Chde.1. nd r.1.t.d product. 
1nt.smdi.t. mm”f.eturd product* 
thEhlll.r7 all.5 tmIl.port .quipat 
ni.c.llumJus marl”f.ctured utish. 
Oth.* 

6.9 
0.1 
4.5 
1.1 
0.1 

12.2 
36.7. 
22.5 
15.7 

7.3 5.6 
0.5 1.3 
5.5 4.4 
0.0 1.0 
0.1 0.1 

11.4 11.1 
42.6 54.2 
17.3 23.0 
l4.h 10.7. 

__ 0.1 

100.0 100.0 

6.3 5.5 4.5 
1.7 0.9 0.9 
4.6 4.9 5.1 
5.4 4.9 6.6 
0.2 0.1 0.1 

15.5 12.0 12.0 
36.1 30.* 39.2 
20.0 19.4 19.4 

9.3 15.4 15.3 
0.1 0.1 0.1 

100.0 100.0 100.0 

Sours.: ht. prwi*.d by th. Slovak .“*riti.s. 

u Exxshdi~ t.~.d.“ith thm CI.Ch e.qluhlic. d $.FziY.t.. lqo’t... 
2, I”el”di~ tr.*. ritll ttl. CI.Eh rt.publis. but ucludiw priv.t. import.. 

I 

H 
I 
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Table 42. Slovak Republic: External Debt in Convertible 
Currencies, .1992-94 

(In of U.S. QpllpEe: end of w) 

1992 1993 1994 
Preliminary Preliminary Preliminary 

Debt in convertible currencies 

Medium- and long-term 

By debtors: 
National Bank 
Gouanercial banks 
Government 
Corporations 

Short-term 

2,829 3,379 3,946 

2,262 2,665 3,193 

554 917 1,088 
199 214 318 

1,071 1,059 1,194 
438 475 593 

567 715 753 

Sources: Date provided by the Slovak authorities; end staff estimates. 
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Table 43. Slovak Republic: Servicing of External Debt 
in Copvertible Currencies, 1995-98 

1995 
Pr lection 

1996' 19;7 1998 

(b millions of U.S. dollars) 

Medium- and long-term debt service 927 820 898 1,170 
Principal 683 527 584 846 
Interest 244 293 314 323 

Short-term interest 37 . . . . 

Total debt service 964 
Principal 6aL 
Interest 281 

ii; 
. . . 

. . . 
584 “’ 846 

. . . . 

(h-l x rce t ervice ) 

Debt service ratio 
Of which: Interest 

8.7 . . . . . . 
2.5 . . . . . . . . 

Sources : Data provided by the Slovak authorities: and staff estimates. 
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Tshl. 44. alo"* a.puhus: A...t. ad Li.bi1iti.s of th. a.nbin. S,.t." 
111 Cmv.rtibl. Curr.nol.., 1992-95 *1 

t&&.LAkm or. U.S. mmd 

1992 1995 199. 199s q1 
R.liL 

Tot.1 . . ..t. 

0fiiCi.l r...rv.. h.ld b, tb. I(.tim.1 asnk u 
OF tdlich: oold 1/ 

Gold in .w.p. 
Boldin. of Sm. 
PO..iml .xshuy. 

o* ldlioh: P.x.iml CurrsnFJ trol 
sold .r.p. 

Short-t.m . . ..t. h.ld b, oo.m.rei.L b.nk. 
Lonej-t.m . . ..t. b.ld b, c-ret.1 bsnb. 

Tot.1 Ii.bilitA.. 

0t.t. Bulb 
Shoxt-tam 
LC.ll~+..rm 

OI which: 
“.. of Fund er.dit 
Pins”ci.l cr.dit. 

Of rhich: Pin.nsi.l sr.dit. on b.h.Lf of 
tb. Gov.nm.nt 

Cm,o.rcisl bmk. 
Short-t.rm 
Lo”.-t.m 

OI whlsh: Pinmsl.1 ~..dit. 0” b.h.M of 
tb. OO”.-nC 

H.mor.ndam it..,.: 
OfIici.1 r...rv.. in month. of iaport. oi wad. 

and ..rvic.. 
Gro.. r...w.. 2, 
R...rv. lisbilitl.. i, 
a.t int.m.tio”.l r...rv.. 2, 
Gov.mm.nt lisbiliti.. r.1.t.d to BOP .upport 

of which: World l,.,,k 
aur0p.n Union 

0.3 
900.0 
531.3 
360.1 

0.6 
1.402.3 

696.0 
706.3 

2.4 
3.075.5 

790.1 
2.205.4 

. . . 
3.S62.9 

910.3 
3.644.6 

145.7 zm.5 242.5 
140.1 152.2 165.3 

G-2, 116.7 122.6 133.3 145.7 

109.6 
154.0 

900.0 

409.3 
53.1 

__ 

15.0 
343.4 

490.1 

1.001.* 

935.3 
__ 

935.3 

479.9 
455.4 

301.1 

946.3 
51.4 

095.1 

695.0 

1.403.3 

4.9.5 
32.3 

a.3 
0.5 

415.5 

20.6 
e%?.7 

0.1 

3.271.6 

1.200.9 
__ 

1.200.9 

570.0 
710.9 

400.4 

902.7 
136.0 
056.7 

642.6 

3.077.0 

1.7zs.o 
41.7 
12.6 
05.3 

1.707.4 

122.2 
1.350.S 

3.6 

2.761.6 

l,,OS.6 
3.4 

1.702.2 

637.3 
1.064.9 

SW.6 

1,056.O 
u9.4 
906.6 

507.9 

3.563.7 

1.960.9 
,1.e 
lP.6 
6,., 

1.966.0 

116.0 
1.594.0 

2.0 

3.069.4 

1.057.0 
39.4 

1.027.6 

635.0 
1.192.6 

590.0 

1.212.4 
2s3.9 
95ll.s 

652.8 

Sourc.: ht. provid.d by tb. Sl0v.k l thoriti... 

1, Includino sold md &Ad in .“.p. tn.tim.1 v.lu.lim~: .xcludln. curzm.~ ira sold .r.p.. 
2, Gold i. v.1u.d .t "SSU p.r OUDE.. 
2, Gro.. r...rv.. .r. d.iin.d to inslud. .bort-t.rm . . ..t. of tb. butkin‘ .y.t.m. 
/I R.s.rv. li.biUti.. u. d.fin.d to includ. .hort-t.m li.billti.. OYZ th. 8t.t. BUJ: .nd colurei.1 b.mk. .nd 

U.. oi Fund cr.dlt.. 
2, W.t int.m,tio”.l r...~.. .I. d.fin.d to b. ‘m,. r...~.. L... I...-. li.biliti... 



hbl. 41. 0lm.k R.plbllc: E..b.ras. R&s,. 1,,2-,, ~2 

1992 1992 1,P.Y l,,, 1,,4 I,,4 1,,5 
Ql 92 93 Q4 a1 w a, w 91 W. Ps 0 Ql Q'd 

Soucs.: Dst. prwid.d b, th. Slov.k .~t,,o~iti... 


