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The Government of the Czech Republic submits to the esteemed members of the
Committee on Contributions the following information and relevant argumentation
as a supplement to the data already supplied to the United Nations Statistical
Office. We assume that the following data will affect radically the calculation
of the contribution of the Czech Republic as a new Member State to the coverage
of the expenses of the United Nations in the years 1992-1994.

1. The data submitted to the Statistical Office was published by the
Czech Statistical Office and the Czech National Bank. Due to the fact that the
gross domestic product (GDP) of the Czech and Slovak Republics was not recorded
separately, its temporal sequence in current prices starting from 1980, as well
as in constant prices from the year 1984, was defined in retrospect.

Due to the fact that the Czechoslovak economy was centrally controlled
until 1989, the Committee should receive also the data on the natiocnal income of
the Czech Republic in the determination period. The Czech Statistical Office
has, however, at its disposal only the temporal sequence with "net national
income”, i.e. without the influence of foreign trade. The information on the
share of the Czech Republic and the Slovak Republic in foreign trade cannot be
methodically obtained. For this reason we can submit to the Committee on
Contributions only a reconstructed sequence of GDP and other data necessary for
your calculations.

2. For your information we enclose the comparison of the temporal
sequences of GDP in current prices (see annex I, line 1) and in constant prices
from 1984 (line 2 of annex I). The comparison shows that inflation occurred in
the national economy, although for reasons of prestige it was not officially
recognized. Simultaneously we state data on GDP per capita (lines 4 and 5 of
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annex I). During the 1980-1989 decade the productivity of the Czech economy
stagnated, the competitiveness of our products dropped as a result of declining
quality and outdated production methods demanding considerable supply of energy
and raw materials. The drop in competitiveness was reflected in the foreign
trade balance and in the increase of debts.

In 1991, the rapid economic transformation characterized by fundamental
liberalization measures creating an environment for the functioning of market
mechanisms - the loosening of price formation, liberalization of foreign trade,
the introduction of internal convertibility of the Czechoslovak koruna, the
unification of exchange rates at the balanced level, the implementation of
restrictive budgetary, currency and fiscal policy, privatization etc. - started.

The deep systemic changes were reflected in the drop in the GDP. The drop,
expressed in United States dollars, was further enhanced by the double
devaluation of the koruna in 1990.

Our economy was also very unfavourably affected by external conditions,
above all the recession in developed market economies and the complete
disintegration of the market of the former COMECON, reflected in the export of
Czech firms. In the case of some commodities, the effort to reorient Czech
exports led to the introduction of new protectionist measures - foodstuffs,
metal plates, textiles - in some countries.

3. Also, the koruna/dollar exchange rate distorted considerably the
reported data. The officially reported exchange rate was completely out of
touch with domestic economic reality and had to be corrected for internal use in
a very complicated way. Line 6 of annex I shows the temporal sequence of
average annual koruna/dollar rates used for the decisions of the Committee on
Contributions in 1991. The figures are completely incorrect and overvalued.

After the Czech and Slovak Federal Republic resumed its membership in the
International Monetary Fund (IMF) in 1990, the unreality of the exchange rate
was objectively analysed and the official statistics of the IMF now show an
exchange-rate sequence reflecting the past and present reality (see line 7 of
annex I). The source of the real data is International Finance Statistics,
November 1992, page 184. The formerly reported exchange-rate sequence enabled
an unjustified overvaluation of the position of the Czech and Slovak Federal
Republic in the United Nations contributions scale.

4. The temporal sequence of GDP in constant prices (lines 2 and 5 of
annex I) shows a marked decline in the productivity of the economy at the end of
the 1980s and in the first years of transformation, as already indicated to the
Committee on Contributions in 1991.

The devaluation of the koruna in relation to the dollar (see line 7 of
annex I) resulted in the decline of the GDP indicator in current and constant
prices per capita in dollars (lines 10 and 11 of annex I).

5. After the split of the Czechoslovak federation, the Czech Government
expects a certain growth of GDP and stable development of the exchange rate,
although stability is at present ensured only by drawing on external resources,
i.e. by the growth of debt (see line 12 of annex I). In 1994-2000 the Czech
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Republic shall have to repay in free currencies its old credits as well as part
of the credits accepted at the beginning of the 1990s. The total credit service
may in some years reach 20 per cent of the value of the annual exports of the
Czech Republic.

For the information of the Committee on Contributions we enclose other
selected information on the economic development of the Czech Republic in
annexes II to VI.

Owing to the above reasons, the Government of the Czech Republic begs for
objective positioning of the Czech Republic as a new United Nations Member State
in the contributions scale. The period in question has been very unstandard, as
it was partly dominated by central directive planning and partly by a
complicated transformation process, which is not expected to enhance the
productivity of the national economy in the near future.
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