
OCCASIONAL PAPER

Stabilization and Structural Reform in
the Czech and Slovak Federal Republic:

First Stage

Bijan B. Aghevli, Eduardo Borensztein,
and Tessa van der Willigen

INTERNATIONAL MONETARY FUND

Washington DC

March 1992

VB TU Darmstadt

51647718



Contents

Preface

Introduction

Page

II. Background to Reform

Policy Measures in 1990
External Environment

III. Reform Program of 1991 /

Policy-Sequencing Problem
Price Liberalization
Exchange and Trade Liberalization
Exchange Rate Policy and Reserve Management
Fiscal Policy
Monetary Policy
Debt Overhang of Enterprises
Interest Rate Policy
Incomes Policy
Privatization

7
8
9
9
10
11
13
15
16
17

IV. Economic Developments During the Stabilization Phase

Price Developments
Output Developments

External Shock
Changes in Structure of Production
Restrictive Policies After the Price Jump
Fall in Domestic Demand
^Relative Imp6rtance of Supply and Demand Factors

Balance of Payments Developments

20

20
21

21
21
22
22
22

23

V. Lessons Learned and the Task Ahead 27

Tables

1. Selected Economic and Financial Indicators
2. Fiscal Operations
3. Monetary Survey

4
12
14



4. Output and Price Changes in the Industrial Sector
5. Balance of Payments

23
24

Charts

1. Comparative Foreign Debt Levels, 1989 2
2. Terms of Trade 6
3. Exchange Rates 10
4. Nominal and Real Money Supply 15
5. One-year Interest Rates 17
6. Average Employee Compensation 18
7. Evolution of Prices 21
8. Unemployment Rate 22
9. Export and Import Volumes 25

10. Effective Exchange Rates 25
11. Export and Import Unit Values 25
12. Direction of Trade: Exports 26
13. Direction ofTrade: Imports 26

Statistical Appendix

Al Revenue of General Government 31
A2 Expenditure of General Government'by Economic Category 32
A3 Budgetary Subsidies 33
A4 Developments in Wholesale and Consumer Prices 34
A5 Average Monthly Earnings 'in the State and Cooperative

Sector -' 34
A6 Industrial Production 35
A7 Employment by Sector 36
A8 Balance of Payments in Convertible Currencies 37
A9 Balance of Payments in Nonconvertible Currencies 38
AlO Geographical Composition of Exports and Imports 39
All Commodity Composition of Exports, Standard

International Trade Classification (SITC) 40
A12 Commodity Composition of Imports, Standard

International Trade Classification (SITC) 41
A13 External Debt in Convertible and Nonconvertible Currencies 42
A14 Exchange Rates 43

References 44


