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WHAT EASTERN
EUROPE NEEDS |

N Invokement by the West is in its own best interests.
O V \f But what is the best way to help? ;

3

— | HE EUPHORIA RESULTING from the fall of
I Communism in Eastern Europe' has

) evolved into the somber realization thata
' long, difficult period lies ahead. Conditions left by
the previous regimes will make ic hard for the
various countries to make the ransformation o a
marker cconomy. Without substantial help from
the West, the gains made thus far may be lost. Yet
the level of help that is needed may be higher than
Western governments are willing to support. The

best long-term hope for the region lies in the
creation of a business climate and infrastructure
that can attract foreign private-sector investment,
At the moment, the business climare is too
risky and the business infrastructure o underde-
veloped to arcrace sufficient toreign participanion.
Given these constraints, substantial cechnical
assistance und advice can provide a low-cost
method of preparing the countries for the needed

foreign investment. In the meantime, greater
access to Western markets and continued financial
assistance would provide some relict to the region.
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Eastern Europe
still features highly
inefficient state-
controlled monopolies.
In each case, the state
has controlled all
aspects of production—
usually organized under
a few large, inflexible
government ministries.
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The communist inheritance

The new governments ot Eastern Furope
inhenited o number of major problems from the
previous communist regimes. Four of these
problems come immediately to mind.

First, most of the countries have a lurge foreign
debe. Poland’s $49-billion debt was reduced to
$34 billion by the Paris Club in 1991, but its recent
decision to raisc public spending could jeopardize
the reduction. Eicher way, Poland’s debt remains
high, Hungary’s $21-billion debt is the highestin
the region per capita, and Bulgaria has defaulred
on its debt of $12 billion. Romania and Albania
pursued policies of no foreign debt, but destroved
their cconomies by refusing the forcign financing
that might have been used for modernization.

Second, each country still has large, stace-
controlled monopaelies that are highly mefficient.
In each case. the state has controlled alt aspects
of production—-usually organized under a few
targe, inflexible government ministries. Incredible
inefficicneies developed out of the central
planning system and in the absence of market
competition. Nearly all the state enterprises carry
excess workers as part of the government’s full-
emplovment policy.

Third, the countries ail lack the modern
equipment and technology needed tw operate
competitivelv. The old regimes failed to modern-
ize the physical infrastructure, choosing instead to
direct additional resources toward industrial
production. Today, lacking a modern industrial
base, the Eastern European countries find them-
selves unable to produce competitive products that
could be exported to the West and generate badly
needed hard currency.

Finally. Eastern Europe’s emphasis on indus-
trial production has come at the expense of the
environment. Yase stretches of river are dead—
so poliuted that the water is unsuitable even for
industrial use. Massive air pollution has resulted
from coal-burning power plants and metallurgy

industries that have no emission controls. Under
the previous regimes., environmental laws were
routinely ignored, and the low fines for polluters
provided no incentive for them to change their
practices or clean up the mess. In East Germany,
Hungarv, Poland, and
) ) ) Crzechoslovakia, these
“The previous regime. ehous environmental
with its arrogant and  problems were o mujor
intolerant idenlogy, motivation for social and
reduced man to a political change
producrion force
and nature 1o a

production tool.”

Under the burden
of this inheritance, the
Eastern European
countries will have a
— Vaclav Havel, hard rime making the
Former President of  transition to free-markert
Crechosinvakia economies. Modernizing
infrastructures and
cleaning up the environ-
ment will be very costly, while the enormous debe
and limited domestic capital in these countries will
make financing these activities very difficulr. In
addition, breaking up and privatizing the large
monopolies is already proving to be tricky. One
reason is that many of these industrial dinosaurs
hold limited appeal for investors; another is the fact
that longstanding accounting methods failed .,
place accurate values on assets and exporns.
Moreover, few of the people who are trving to carry
ourt economic transition have anyv <tue about how w
operate in a market economy,

The increasing social unrerst brought about by
economic hardships may furt her complicate the
transition. In the past, the government took care
of people’s basic needs. Now', they worry ubout
being on their own. With the: economies now in
depression, unemployment has risen from less than
1 percent in 1989 to 16 perce:nt or more in scuveral
countries. Inflation—throughout the region. where
prices used to be stable—rose past 100 percent in
1991. The absence of a social safery net has creaced
fears of deprivation and social unrest. The secret
police are no longer feared, and curs in police



Instability in
Eastern Europe could
diminish U.S. trade
potential, keep arms
flowing to radical
regimes, lead to massive
westward migration,
and uitimately promote
the scapegoating and
nationalism feared on
the continent.

strength, along with hard economic times, have
resulted in rising ¢rime and gang violence.

If the experience of the former East Germany
is anv indication of things to come, life in Fastern
Europe will get much worse before i gets berrer.
East Germuny had the strongest cconoms of the
communist countres. Yet even with the deep
pockets of its western brother und free uceess
Western Europe’s markerts, its unemplovment rate
has topped 16 percent and mav rise to 35 pereent.
Over half of eastern Germany's state-owned
companies are not economically viable and will not
survive the privatization process.

Why should we help
Eastern Europe?

The Wests attention to Eastern Europe has been
somewhat diverted in the last vear by the breakup
of the former Sovier Union and the chaos in the
Balkans. While problems in these areas are a global
concern, a2 number of reasons could be advanced
for continuing ro focus on the emerging Eastern
European countries and helping them o create
strong and stable market-oriented economies.
Firse, strong and stable Fastern Enropean econo-
mies conld provide a large market for \merscan gonds.
The 100 million people- in the region w ancand
need just about everything, and many prefer US.
products to those of other countries. Thev have a
huge need for things the United Srates can
provide, including environmental protection
technology, modern telecommunications equip-
ment, energy production equipment and technol-
ogy, and energv-efficient industria! produces.
Eastern Europe’s appetite for U.S. goods is alrcady
growing: 1.5, exports to the region have nearly
doubled since 1987, In 1991, exports excecded
$1.2 billion, creating a $210-million trade surplus.
Second. strong Eastern Furopean economies could
helpy diminish the need for the arms industries thet plaved
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a key role in the Warsaw Pact economies. "The nations
of Fastern Europe want to convert ther arms
industries to civilian purposes, but they cannot
aftord to do so when their other induseries are
closing because their products are not competitive.
Poland has about 80 plants that produce military
equipment and pares, primarily for export: Slovakua,
with unemployment three times that of the Crech
republic, was the leading manutacturer of tanks,
armored cars, and artillery guns for the Warsaw Pact
countries. The decreased need for these iems by
the successor republics of the former Sovier Union
—their largest customer—huas put a squecsze on
their arms induseries. 'The upshor is thae they
continue to fook for customers in the deyeloping
world. including Libva, Iran, Yugoslavia, and
Pakistan. Czechoslovakia, for instance, has offered
Iran a radar syvstem reportedy capable of detecting
Stealth aircratt.

Third. strong economies i Eastern F.arope could
help slow the expected mass migration into Western
Europe. A European Community survey taken
carlier this vear indicated that 30 percent of thuose
polled in Eastern Europe have seriously considered
emigrating to Western Europe for work. Based on
this poll, an estimated 13 million people could end
up migrating west: other estimates have ranged as
high as 40 miilion. In GGermany, the first Western
European country most immigrants reach, large-
scale migration has already led to housing shorrages
and higher rents.’ It has also caused extremism to
raise 1ts ugly head again: Over the past vear, night-
wing and neo-Nazi movements in Germany hane
grown with the number of immigrants.

For vears, people in Eastern Europe have
looked to the West as a beacon of hope, and today
they are counting on the United Stares to plas
kev role in helping them create a new wav of lite.
Just as strong Eastern European countnes might
help build the new world order, weakness und
instability in that region could diminish US. erude
potentizl, keep the arms tlowing to radical regimes,
lead to massive westward migration, and ulumately
promote the scapegoating and nationalism so

FALL/WINTER 1992 6
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Given the
impact of reduced
trade throughout the
region, most Eastern
European countries
need to expand
exports in alterna-
tive markets. The
most promising of
these markets is, of
course, the West.
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widely teared on the contment. Theretore. involve-
mene by the Wese is inits own best interests. But
what is the best way to helps

How the West can help

Suppnrt for Fastern Furope requires a balanceed

approach. There is a need to;

o provide better market aceess as an outlec for
the region’s fow products that are competiive
in the West

e provide financial assistance o lessen the transi-
tion pains ungl forergn investment preks up;

*  provide rechmeal assistance to increase the
region’s capaciey to absorb toreign capiral and
investment: and

e increasce the level of foreign invesement, which
will have to provide the lion's share of the
capital, technology, and know-how necessary
to revive the Eustern European cconomies.

Let's look at cach more closely.

Better market access

I‘'ormer Czechoslovakian President Vaclay Havel
recently said that what Eastern Europe needs most
is trade, not aid. "I'he remark points to one of the
kevs to Eastern Europe’s future economic growth:
acecess to Western markets. According to Jacques
Artahi, President of the European Bank for Recon-
struction and Development (EBRD), which was
established specitically to help with the transforma-
tion of Eastern Europe. much of the region’s
recovery depends on an open door on trade.
Market access is viral because Eastern Europe’s
traditional trade patterns have all buc disintegrated,
wreaking economic havoc in the various conntries.
The Council for Mutual Economic Assistance
(CNEA)! the primary trade body in the tormer
communist world, was essentially dissolved in
1991, Ac that nme, Eastern European regional
trade switched to world marker prices and hard-
curreney exchanges, However, chat tade has been

cut signiticantly by hard-currenes shortages. the
breakup of the former Suvier Union tloastern
Furope’s principal trade partnery. and the rediree-
tion of trade to the West by the castern Germans.,
[n 1991, expores hberween Burope’s members of
CMEA declined by over S pereent. The TN,
embargo on Trag also depressed expores, sinee Trag
had established weapons-tor-oil barter deads with
several Bastern Buropean countries, The TN
embuargo on Yugoshiva s having a similar effect

The drop in export demand is 1 major reason
for the region’s cconomic depression. 'The Inter-
national Monctany Fund dNEY esomated that the
dechine i craditional exports accounted Yor halt o
three-tourths of the rotal ourpue declhne tor all
Eastern European countries excepr Hungary.
Criven the impact of reduced trade and weakened
cconomic activ ity throughout the region. most of
these countries need o stimulate cecononue gross th
by expunding thetr exports in alternatis ¢ markets.
"I’he most promising ot these markets s, of course,
the West.

Bur the job ot increasing exports will not be
casv. Since most Eastern European products are
not compettive by Western standards, thus far
only a portion of Eastern Furope’™s trade dechine
has been offset by exports to Western Europe.
One of Eastern Europe’s problems has been the
shortage of hard currenes, which limies Lastern
Europeans” abilicy to purchase the imports they
need o produce higher-quahty goods. Another
factor has been lack of experience: Te will simpls
rake time for them to develop the products
and marketing skills necessary to compete in
Western markets.

[n the meantime., Eastern Europe is having
problems exporting o the Westits tew compenuve
items. such as steel, rexules, and agriculeural
produce. Although the (i-24 nations™ idenotied
Western market aceess as a prioriey area fram the
beginning, they agreed thar acceess shoudd be
derermined on a bilateral basis. As a resule, West-
ern councrics have blocked mare generons trade
terms on some key commoditics. Foresample, free
trade benween Hungary and the Europeun Com-
munies {EC) s to stare in 2001, bac will exclude
agricultural products. The EC has ifted ull quotas



Financial
assistance to Eastern
Europe will help
preserve the progress
made so far. Without
it, many in the region
may have second
thoughts about the
new systems and
begin longing for the
*good old days™ of

“ommunism.

on about 60 percent of Hungarian exports, but has
excluded textiles. That Western countries should
preach free trade while closing cheir markets t
Eastern Europe’s few competitive products is
wideh seen in Eastern Europe as the height of
Western hy pocrisy, and market access remains a
hot 1ssue in East-\West refations.

"I'he United States is not a major importer of
the East’s goods,” but could still take additional
steps to improse the market-aceess situation. I, tor
example. the United States were to drop its tarifts
and other burriers to trade, Western Europe mighe
be encouraged to do the same. This might eventu-
ally lessen the Fastern European inclination ro fili
the trade void by exporting arms.

Financial assistance

The Eastern European countries do not have the
financial resources to address their own problems,
and the Western private sector is reluctant to invest
as much as the Eastern Europeuans would like.
‘Therefore, Western governments and international
agencies, such as the World Bank and the INF,
will have to provide the bulk of the financial
assistance tor a while. Financial assistance will help
soften the ceonomic hardships, address problems
of debt and soft currencies, and ultimately help
preserve the progress made so far. Withour it many
people in the region may have second thoughts
about the new cconomic svstems and begin
longing for the "good old days” of Communism:
people can at least survive on rotting tomatocs, but
they will starve looking at nice, juicy ones that cost
too much to buy.

The financial needs of the Eastern Furopeans
are overwhelming. The cost to modernize will run
into the tnllions ot dollars since their infrastruc-
tures have been badly neglected and since tougher
standards will need w be mert if the countries wane
to join the Buropean Community. For cxample, it
will cost $200 illion over the next 20 to 30 vears
just to modernize the power generation, transmis-
sion, and use svstems in five Eastern European
countries. The former Soviet Union will need five
times that amount for the same purpose. A\
German research institute estimated that it will
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cost 3200 billion to clean up industrial pollution n
Eastern Europe: this does not, by the way, include
the cost of ¢cleaning up the substantial pollution left
behind by the Soviet armed forces. The Congres-
sional Budger Office estmates that $13.53 trillion will
be required by the vear 2020 for Esstern Europe,
including eastern Germany. to reach rough compura-
biliev with western Germany.™ (See Table 1)
Obviously, the amount of assistance needed far
exceeds the amount that other nations may be
willing or able to provide. Germany, Japan. and the
United States—the three great economic powers—
alt have serious financial problems. The German
government, the most logical source of aid. s already
looking at over $1 trillion in unification costs, Capital

Tablel

EstivatED Gross CAPITAL' NEEDED By
Eastery E1 rope” TO REAcH ROUaH
COMPARABILITY WITH WESTERN GERMANY

it billeons of dollars’)

By thevear

2020 2040
Eastern Germany 2,384 4.006
Bulgaria 1.135 1.926
Czechoslovakia 2.307 3.996
Hungary 1.270 2120
Poland 3476 10,162
Romania 3,013 3.289
TOTAL 13,585 27,499

' The gross capital needed includes (1) the chunge wn the

net stack of capial required to bring a rough estmate of 1990
capital scocks up to 80 percent of that of western Germany's
capital-to-labor ratio in the arbitrarv vear, and (2) the cumulaone
flows of capital needed to cover depreciation of the physical
captual stock.

© Projections were not made tor Albania, but because i1s the
nation with the smallest cconomy in the region. its gross capital
requirements are estimared to be small compared with those of
the other countries listed.

* Measured in 1989 prices using 1989 purchasing-pover-parin
cxchange rates.

Saurce: How the Economic Transformation i Furope Will \jlect the
United States. Congressional Budger Office, December 1990
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requirements among the states of the tormer Soviet
[ nion will put further demands on the pot ot funds
available for assistance. How much money has
been made available so tar? According to the G-24,
the Western industnialized countries commiceed
over 539 hillion to Eastern Europe in the 1940-
1991 penod. (Sec Table 20 In addinon, the World
Bank, the INMFE . and the EBRD have committed
another $14.4 billion, broinging the total to nearly
354 billion. Some of this assistance has taken the
form of export credits tied o the import of @ spe-
cific country s goods, but these credits have not
been widely used by Eustern Europe becausce they
would increase foreign debt.

The U.S. policy of providing assistance in the
form of grants has been well received in Eastern
Europe. Granes do not tie aid to 4 country s exports,
do not create debr, and can ger there fust. Sevenoy
percent of 1.5, assistance to Eastern Europe is1n
the form of grants, with only 6 percent in the form

Table2

of export credits. As a result, U780 assistanee i
arriving quickly.

Considering another Marshall Plan

When the discussion turns to financial aid for
Eastern Europe and the former Sovice U mion,
thoughts of anocher Marshali Plan often come 1o
mind. This makes good sense: after all, there are
many similanties between the post-\ordd War 11
era and the sicuation currently tacing Fastern
Furope. But significant differences exist as well,
Here are some that ought to be kepe in mind:

¢ "[he Marshail Plan assistance program ran
officially for less than four vears—ftrom Aprl
1945 to the end of 1931, Most experts belicve
the severity and scope of the problems Ficing
Fastern Europe will require a much fenerhier
assistance program.”

(5-24 AssiSTANCE COMMITMENTS FOR EavTERN Ei ROPE,! 1990-1991

(in billrons of dollar)

Export Other

Grants Credits Assistance Total
European Community* 6.3 3.9 11.3 23.7
Orther European Countries’ 1.3 b 1.4 3.5
[nited Srutes 4.7 4 1.6 6.7
Japan 7 7 1.5 2.4
Canada 1.3 2 1 1.8
Ocher? * 6 1 v
TOTAL 47 8.6 160 393

Includes $ 13 billion tor Estonia, Latvia, and 1thuans.

* Includes both hilateral assistance and conertbutions to collective European Gommunits efforts.

b Austria, Finland, Teeland, Norway, Sweden, Switzerland
Australia, New Zedland, Turkey

[.css than .05 billion.

Source. -24 Docaments, \pril 1992



Providers and
recipients alike need
to be realistic about
financial assistance:
It cannot, by itself,
provide the capital,
technology, and
know-how needed to
ensure a permanent
economic transition in
Eastern Europe.

Western Furope received a total of $12.4 billion
during the period, an amount equivalent to

$65.4 billion in 1989 dollars, International debt
was low in the 19405, and most of the aid was in
the form of grants. Todav, toreign debt is high
and there 1s a worldwide shortage of capital. The
amount of aid needed this decade will be many
tumes greater than the amount provided under
the Marshall Plan,

When the Marshall Plan began, the economies of
Western Europe were already starting to recover,
allowing the aid to build on that momentum.
However, today's Eastern Furopean economies
are still in decline, and except for Hungary and
perhaps the Czech republic, the bottom s nor
vet in sight.

The Western European countries had a long
history of market economies and behaviors, and a
tradition of democratic political institunions,
when the Marshall Plan began. However, with
the possible exceprion of Hungary (which was
allowed to start dabbling in capitalism in 1968),
the Eastern Europeans are building ther market
economies from scratch. Their inexperience will
limit their ability to put financial assistance to its
quickest and most effective uses.

The number of potential donors now far exceeds
the number who provided aid in the 1940s.
While this might seem to increase the available
resources, it also makes coordination more
ditficult. For instance, the EC personnel respon-
sible for coordinating the (G-24 response have
had difficuley learning what the member coun-
tries are doing in the region. This is partly due o
the fact chat, for competitive reasons, some
countries do not want others to know what they
are planning or doing. Rather than coordinate
assistance, the (G-24 usually acts as a cleuring-
house for informanon after actions have already
been taken.

These differences between the late 1940s and
the early 19905 are significant. But thev do not

constitute sutficient reason to forego financial aid

1o Eastern Europe—or, for that matter, w the
former Soviets. In fact, in light of the huge sums
owed by the West's former adversaries and their
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conuinuing search for markees for cheir milicary
products, the rationaie for providing financial
assistance mav be stronger today than it was then.
But providers and recipients alike need to be
realistic about what financial assistance can
accomplish: Tt cannor,

“Whereas the Marshall by teselt, come close o

Plan was long on grant providing the capiedl,

) technology, and know -
aid and short on o
) i how needed to ensure a
technical assistance,
Western aid 1o
Lastern Europe, at
least mitially, should

reverse their relatice

PErMUNEnt Ceonomic
transition in Fastern
Furope.

The need for financial
assistance will continue
impartance.” for vears, ¢ven with
R, ) improved market deeess,
—U N Economic n .o
s Given the region's
Commission for

Furope

cconomic decline wand
political uncertainties, it
15 likely chat privace
investment in the near term will be far less than
the amount required. So tfinancial assistance must
be an important, although proportonately minor,
part of the West's overall strategy t support
Eastern Europe.

Technical assistance

[n my discussions with various Eastern Europeans,

a constant theme has been the need for manage-
ment training and technical advice: “We want to
change, but don’t know how. Send us people who
can teach us how to make our hives berter.”
Compared with many other kinds of wid,
technical assistance is relatively cheap, and 1t
increases Eastern Europe's ability to absorb
financial assistance. [t also helps lav the ground-

work for attracting the foreign investment that wiil

have to supply or finance the majoricy of the
necessary capital, technology, and training. And i

can lead to better opportunities for foreign trade, us
Eastern European countries become more aware of

the various technologies available in the West
Foreign advisors can help Eastern FEuropeans

* develop management skills. such as accounting

and budgeting;
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In the long run,
foreign investment will
have to be the main
source of funds for
revitalizing the Eastern
European economies.
And companies, not
banks, are the most
promising source of
foreign capital.

66 THE G-A-O JOURNAL

s learn the marketing and related skills required
to improve exports and compete in a global
CCONOMY:

¢ ¢reate the insttutions necessan to @ murket
cconomy, such as stock markers, modern
banking svstems, and social safery nets,

e develop alegal framework that reduces
business risks:

s lcarn how to make use of computer and other
modern technologies;

* Jearn English, the international language.

While the U8, government has provided well-
focused technical assistance ina varicty ot areas,
it has not contributed much to the multlareral

institutions that could generate trade opportunities.

IFor example, the U.S. contribution to EBRD’s
technical assistance fund amounts to less than

1 pereent of the $119-million toral. ranking just
ahead ot contributions from Switzerland and
Finland. Contributions from Western European
countrics amount to $99 million."

Foreigninvestment

In the long run, foreign investment will have w

be the main source of funds for revitalizing the
Fastern European cconomies, And companies, not
buanks, are the most promising source of foreign
capital. Eastern Europe needs foreign investment
to create jobs. make consumer goods available, and
produce exports that will generate badly needed
hard currency.

Although statistics on the number of joint
ventures in Fastern Europe are scarce {and often
somew hat misleading), the level of Western
investment has been minimal o date. A lot of
private investors would be more ready w provide
capital it the business chimate in Fastern Forope
were more inviting. Even Hungary, which s
considered to have the best business «limate in the

region, has major problems. For example, the
banking svstem in Hungary is so primitiy ¢ cthat
General Electric has to pay its Hungarnan cmplos -
ces not by check or electronic transfer, but by
bringing trucks full of cash to the plant. As the
Chairman of the Hunganan Natonal Bank recenth
said, “The use of cash in Hungary is ar the level of
the 19304 in America. Almost all emplovees wke
their pay home in their pockers.™"

One often-overlooked impediment to foreign
investment is Rastern Europe’s psvehological
aversion to making a profit. Manv in the region fear

and distrust the West’s methods and profit monves.

For decades, Eastern Europeans were taught that
profits were evil, and the effects of 40 vears of
propaganda cannot be erased overnight. Privare
consultants in Budapest told me that Germun
firms, despite the tempration to focus on castern
(ermany, where there 1s a common language and
currency, are still verv interested in Hunganan
business opportunities because of Hungan™s 25-
vear experiment of “goulash capitalism™ and protic
oricntation. Firms in eastern Germany simply lack
the necessary experience with a market economy,
(.S firms are generallv unfamiliar with Eastern
turope and thercfore do not recognize the mnvest-
ment opportunities it offers. Unforcunately, many

people in the 1S, business community don’t know

the difference berween Bucharest and Budapest.
nor could they name more than a city or two in
Romania or Hungary. Some U.S. investors are held
back by the belief that the Western Europeans—
particularly the Germans—have the inside crack,
T'rue, German and other Western European firms
are active in Eastern Europe. But s abso rrue that
many Fastern Europeans fear a renewal of Gernman
domination and welcome American inyvesiment.
Manv American firms, with cheir traditional focus
on domestic markets, fail 1o adequately appreciace
a potentially huge one in Eastern Europe.

T'o actract foreign investment, the Fastern
Furopeans themselves will have to resolve a



number of troublesome issues, such as property
ownership and environmental cleanup liabilicy. But
Eastern Europe is acavely taking steps to correet the
impediments to foreign investment, and there are
opportunities spectfic to each country. In additon,
the regional labor force includes trained engincers,
scientists, and other technical personnel, and labor
costs are low given their level of education. further-
more. the U.S. government has putin place a
number of programs to help reduce the business
nsks and encourage investment. [t remains to be
scen, however, whether the ULS. private seetor
expands its vision to include this potentially fertle
but unfamiliar terrain.

Hope deferred could
lead to chaos

Freed from communist propaganda, the people
of Eastern Europe are now very much aware of the
gap between their standard of living and that of
the West. For a while, they had high hopes that
democratization and the move to market cconomies
would quicklv narrow the difference. But now many
are starting to question the political and cconomic
changes that have taken place, and some are con-
cerned with maintaining social cohesion 1n the face
of continuing decline.

Without an effective approach on the part of
West, the gains of the past three vears could be lost,

Better aceess to Western markets, continued financial

and technical assistance, and significant toreign
investment will be needed for a much longer nime
than many once thought. For any of these measures
to be effective, the Eastern Europeans will have to
persevere in their reforms. Without some reasonable
progress in a reasonable amount of time. a return to
the totalitarianism is not out of the question. As the
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American poet Langston Hughes wrote vears ago.
a dream deferred can explode. o

b Inchis arucle. Eastera Europe refers o Albania, Bulgaria,
the Crech and Slovak Federal Republics, Hungary, Poland.
and Romania. e dees not refer ta the former Soviet Union or
Yugostavia.
2. Including Yugoslavia and its former repubhios and che
former Soviet Union, the population for the ennre region
400 million.
3 Germany's constituton allows any vicom of political
persecution the nght of asvlum. Tmmugrants declare
themselves to be victims of oppression, and once a person 1s
in Germany, 1t can take vears to vahidate chese claims. In the
meantme. an asylum seeker has access to generous
government assistance. Only about 7 percent of the
applications for asvlum are ulnmarely determined to be
genuine cases for policeal asylum, according to the latest
statisties. This percentage is similar to those inother
F.uropean Community countries,
4+ The CMEA was also known as COMECON. At the nme
of its collapse. the European members of CMEA consisted
of Bulgana, Czechoslovakia. Hungary, Poland. Romania,
and the Soviet Union, The CMEA also included Cuba,
Mongoha, and Vietnam. East Germany had previously been
amember. In addinon, Yugoslavia was an associate member,
and China and North Korea were observers.
5. The Group of 24 was established to coordinate assistance
to Eastern Europe. It includes Auseralia, Austria, Belgium,
Canada, Denmark, Finland, France. Germany, Greece,
Iceland, Eredand, fraly, Jupan, Luxembourg, the Nether-
lands, New Zealand, Norway, Portugal, Spain, Sweden,
Switzerland, Turkey, the United Kingdom, and the United
Stares.
6. U8, imports from Eastern Europe were less than $1
billion in 1991.
7. Fnergy Reformys in Central and Eastern Furope—The Firt
Year (Geneva: United Nations Economic Commission for
Europe, 1991).
8 "T'he western Germany standard is determined by
projecting out to an arbitrary end dace the level of real
capital per worker in western Germany in 1990, and then
applying the same standard to the projected size of the labor
force in the countrv in question.
9. In s May 1992 report Poland and Hungary: Fronnmic
Fransition and U8, Assictance (GAOINSIAD-92-102). GAO
noted the widespread beliet that Poland will require ac Teast
another 10 vears of U S, assistance.
10, Country conuibutions as of September 1, 1992, were
provided by EBRIY's Project Enquirnies Unir.
11, Hungarian press interview with Pecer Bod in Magyar
Nemezer, March 24, 1992, translated and reported by the
Foreign Broadeast Intormanion Serviee in the Darky Repurr—
Fast Ewrope, Narch 31, 1991,
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