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This article examines the position of the Eastern Bloc countries in the economic
globalisation which spread in the last third of the twentieth century. The main emphasis
is on the German Democratic Republic (East Germany). Therefore two significant
dimensions of economic globalisation have been selected: trade and capital-market
transactions. The first part of this paper provides an outline of globalisation processes
and their causes during the 1970s and 1980s. The second part deals with the role
of Eastern bloc countries in globalisation trends, including an examination of the
motivations and intentions behind their foreign-trade operations. This becomes the
basis to explore the attitude of Eastern bloc countries to the institutions of globalisation
(the General Agreement on Tariffs and Trade [GATT], the International Monetary
Fund [IMF] and the World Bank). As it turns out, it seems questionable whether the
Eastern bloc countries had ever been able actively to determine the conditions
of globalisation. They probably only had an influence as their very existence presented
a line of demarcation to the global world: because of their own policies and because of
the defence reactions of the West.
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Introduction
It is a commonplace of contemporary history that the last third of the twentieth century met
with a wave of economic globalisation which spread into wider areas of society too, such
as consumerism and mass culture. The increasing international integration of all aspects
of economic life was and still is closely linked to the economic system of industrial
capitalism. This raises the question of which position was adopted by those countries
committed to an alternative economic system. This question includes both the issue of how
far they were passive recipients of these developments, and how far they were able to
actively shape or even prevent them. It is beyond the bounds of this article to examine all
facets of globalisation in this light. Two significant dimensions of economic globalisation
have been selected: trade and capital-market transactions. International migration is not
included given that it was strongly limited by the state within Eastern bloc countries.
Eastern bloc countries are defined as the European member states of the Council for
Mutual Economic Assistance (CMEA), including the Soviet Union, with the main
emphasis on the German Democratic Republic (GDR) (East Germany). As one half of a
divided country, the latter had a number of distinct features compared to other Eastern bloc
countries. On the one hand, the leadership of the ruling party in the GDR, the Socialist
Unity Party of Germany (SED), was continually concerned with maintaining its separate
political identity in relation to the competing system next door, while neighbouring
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developments were always a benchmark too; notwithstanding this, the GDR thus had, on
the other hand, close economic ties to a country in the West. While to what extent East
Germany had an economic advantage over other Eastern bloc countries as a result remains
an as yet inconclusively answered question, an examination of the globalisation process
must take account of these distinct features.
The first part of this paper provides an outline of globalisation processes and their
causes during the 1970s and 1980s. An examination of the role of Eastern bloc countries in
globalisation trends follows, including an examination of the motivations and intentions
behind their foreign-trade operations. On this basis, the attitude of Eastern bloc countries
to the institutions of globalisation (the General Agreement on Tariffs and Trade [GATT],
the International Monetary Fund [IMF] and the World Bank) is explored. Finally,
the question is raised of how far Eastern bloc countries were able to actively shape
globalisation processes and how far they were passive recipients of the process.
Economic globalisation after the Second World War
In the following, globalisation is defined as the process of increasing economic integration
irrespective of national borders, ultimately encompassing the entire world. All factors of
production are involved, including capital, labour, knowledge and information, as well
as all products such as goods and services, their consumption and usage, all to varying
degrees. The resulting many different dimensions of globalisation – the international
integration of markets for goods, labour and finance, in addition to the spreading
international patterns of consumption, as well as fashion trends within mass culture – are
intertwined in many ways. Globalisation can be a political target to be consciously aimed
at or prevented, and/or it may be an objective process behind the backs of the agents
involved in which companies and private households pursue their own interests as workers
and/or consumers, as do national governments and international organisations on a
political level. These may be economic interests motivated by profits, or indeed political
interests to maintain political stability and peace.
After the Second World War, the renewed wave of globalisation emerged from such
very interests. The United States departed from its former isolationist strategy and now
tried to shape a political and economic world order based on stability.1 Of central
importance in this process were international institutions such as the United Nations
(UNO) and their sub-organisations, the IMF and the International Bank for Reconstruction
and Development (IBRD or World Bank), which were supposed to set the political and
economic framework. The formative years of these institutions are not relevant here.
It must be remembered, however, that the IMF and the World Bank were obliged to
guarantee and represent the Bretton Woods Agreement. This defined the rules of the future
world economic order which were supposed to prevent a repetition of the catastrophic
developments of the inter-war years. Fixed exchange rates and convertible currencies, as
well as the gold-redemption obligation of the dollar, were supposed to guarantee foreigntrade balance and the spread of international trade. The Bretton Woods Agreement was
signed and ratified by 45 states. The United States dominated the whole system given the
definition of the US dollar as the key currency and its proportion of voting rights in the
IMF and the IBRD. As an organisation for world trade initially failed to emerge, GATT
was signed by 23 states in 1947. This institution was supposed to pave the way for the
international regime of free trade as demanded by the United States, by reducing customs
duties, removing trading restrictions on volumes and guaranteeing the application of the
most-favoured nation clause. In practice, eight rounds of multilateral negotiations over
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many years under the GATT framework reduced the average customs duties on industrial
goods from 40% in 1950 to 4% in 1990 but, as is discussed below, these regulations were
only relevant to the GATT member states.2
Aside from the institutional framework outlined above, technological developments
which allowed geographical barriers to be overcome and transport and communication
costs to be cut represented a decisive driving force behind the emergence of economic
integration on an international scale. Although the aim was at first to reduce trade barriers,
the mobility of other economic factors such as capital and labour was still kept rather
limited. In the Bretton Woods era, the IMF initially accepted capital controls in order
to prevent any currency crises, while at the same time allowing trade to increase. This
worked for roughly 20 years but reached its limit at the end of the 1960s when capital
could no longer be simply ‘held back’. As a result, the compromise upon which Bretton
Woods was based collapsed.3 A further contradiction which led the system to break up
involved the fact that the technological developments driving economic growth also
required an internationalisation of both the goods and capital markets. This in turn
increasingly conflicted with the dominant form of national economic regulation.4 Existing
studies which provide a detailed explanation of the collapse of the Bretton Woods System
need not be referred to here. Of importance to the question focused on above is that the
collapse resulted in the United States abolishing its capital transaction controls in 1974.
Other states followed, such as Great Britain in 1979. Deregulation of the stock exchanges
in New York and London was introduced in 1975 and 1986 respectively. In general terms,
the 1980s were characterised by a race for deregulation, based on the spread of neo-liberal
ideology.5 As a result the margin of play for global capital transactions of speculative
character also broadened.
During the 1970s and 1980s, it became apparent that the governments of the developed
industrial states no longer needed capital controls in order to stabilise currency rates.
Floating rates adapted to the market and capital flows increased without transaction
controls.6 Moreover, the flexibility of the exchange rates no longer posed a threat to trade,
quite the opposite of what had been feared after the collapse of Bretton Woods. The
exorbitant growth in capital flow first became an issue in the public mind in connection
with the Mexico Crisis of the early 1980s. The financial crisis at the beginning of the 1980s
shocked international trade: the level of 1980 (measured in US dollars) was only achieved
again in 1986. As Latin American countries had committed themselves to exports in order
to service their debts, trade restrictions were not introduced and world trade was not
threatened.7 At the same time, however, the debt crisis developing in Eastern Europe put
limitations on East –West trade, a point returned to below. Overall, these developments in
the deregulation of international trade and capital movements as well as technological
developments in transport and communication represented a marked drive towards
globalisation since the 1970s prior to an even more significant acceleration in the 1990s
following the collapse of the Eastern bloc.
Recent studies also emphasise that the United States did not pursue globalisation –
termed ‘interdependence’ in the 1970s – as a coherent aim, but more as a consequence of
external structural changes to which US politics responded. Whilst smoothing out the
financial imbalances that had emerged during the Oil Crisis in 1973/4, the American
government pushed for market-based solutions which would further promote international
capital markets. So the promotion of globalisation during this period was more a side
effect of American agency. In this context, the suggestion that even the Cold War
accelerated globalisation is of particular interest: measures devised to keep the Soviets at
bay led to the development of the infrastructure for globalisation; satellite communication
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was a by-product of the armaments race in ballistic weapons; and the Internet was created
from the need to have a computer network which could survive a nuclear attack.8
Nonetheless, the globalisation process was fundamentally based on the American idea
of liberalism, democracy and a market economy in line with Western standards. Within
the Eastern bloc, however, a totally different political and economic model was being
propagated and implemented, including one-party rule and a planned economy. Each
system claimed to provide better welfare for its people. They competed in political and
economic terms as well as militarily during the Cold War. This explains why socialist
countries under the leadership of the Soviet Union maintained a distance from the
international economic institutions dominated by the United States, with some exceptions
to be named below. Interaction between the West and the East was hampered by numerous
barriers, such as travel restrictions in the East or the prohibition of high-technology
exports in the West. The latter served the Coordinating Committee on Multilateral Export
Controls (CoCom), created by the United States and other non-Communist states in 1949,
which compiled lists of strategically and militarily important goods and technologies that
were not to be supplied to the Eastern bloc. In practice, the severity with which this
embargo was imposed varied over time. The consequences were ambivalent too. On the
one hand, the West was able to maintain its technological lead; on the other, ways of
getting around the embargo had existed from the very beginning, and it forced the Eastern
bloc countries to develop their own technologies. Ultimately, the CoCom list not only
handicapped trade but also communication between the West and the East.9 The same was
also true of a variety of limitations imposed on companies and peoples within Eastern bloc
countries relating to any exchange with the West. In the light of such barriers, amongst
others, Osterhammel and Petersson identify a ‘globalisation split in two’ and Fäßler a
‘division of the globalisation playing field into two halves’.10 Even so, some points of
integration did exist. While contacts between West and East were minimal during the
1950s in particular, the gaps in the ‘Iron Curtain’ began to get bigger in and after the
1960s, despite the fact that the division remained.
The role of Eastern Bloc countries in globalisation trends
Eastern bloc countries had a model of foreign trade which was primarily based on the
conviction of having an alternative economic system to the market economy. As is well
known, this involved the Plan, the conscious advanced planning of domestic economic
operations. Under these conditions, it was logical to want to minimise even unexpected
foreign economic influences, which were supposedly guaranteed by the state’s monopoly in
foreign trade and currency. Enforced by the confrontation between the two systems during
the Cold War, the tendency was to keep a distance from the world economy. And so at first
a strategy of substituting imports with domestic products, which was one of the factors
promoting extensive economic development, was pursued. Furthermore, international
trade was initially reserved to countries sharing the same economic system. Despite this,
given that certain raw materials and products could only be bought on the world markets,
Eastern bloc countries had to rely on a not insignificant amount of trade with ‘non-socialist’
economic regions. In ideological terms, this division of the international markets into two
halves was underpinned by the concept of the ‘socialist world market’ and the ‘capitalist
world market’, which already semantically expressed that the two halves were not
supposed to have anything to do with each other.11 At the same time, it became clear in
practice that the goal of autarky was at best only valid as an intention. As the existence of
the Eastern bloc progressed, the decline in its relevance continued.12
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In the face of disappointing economic results and obstacles to innovation, a number of
Eastern bloc countries (Poland, the GDR, Czechoslovakia and Hungary, as well as the
Soviet Union) pushed for economic reforms to varying degrees during the 1960s. Common
to these proposals, however, was that they all attempted in one way or another to exploit
foreign trade as a source for increasing productivity, which represented a programmatic
contradiction of the thesis of autarky.13 Yet these reforms failed at the end of the 1960s and
beginning of the 1970s, mainly due to political limitations. Each Communist Party feared
a watering down of the system’s ideological basis and ultimately losing part of its power.
Indeed, the obstacles to modernisation remained. In order to keep up in the race between
the two systems and to provide their populations at home with what was believed to
be an acceptable standard of living, some countries began to increasingly import
modern technology from the West. This was supposed to secure the necessary jump in
productivity, and it was thought that the increase in exports which was to follow would
then cover the costs of the investments at a later date. In the GDR, Ulbricht had already
begun to pursue such a strategy in the second half of the 1960s. Honecker continued this
policy after a short interruption in the 1970s and also increased imports of consumer
goods.14 This strategy of import-led growth with an ensuing productivity jump was
especially pronounced in 1970s Poland under Gierek.15 During the years of crisis
following the Oil Price Shock, companies in the West also sought new sales possibilities
and grasped the opportunities provided by the policy of détente between East and West.
Eastern bloc countries were not able to compete on the world market with their own
products and so sales were limited. To cover the rising costs of growing imports, they
increasingly had to rely on loans, an option made more viable by the fact that investment
possibilities were being sought for petrodollars. Yet under the conditions of the Eastern
economic system, these imported technologies failed in practice to bring about the
progress that had been hoped for. Thus this strategy led to a spiral of increasing imports
from the West accompanied by falling returns from exports, which enhanced debts in the
West while accelerating the depletion of economic substance.16 Ultimately it led to the
East European debt crisis of the late 1970s and early 1980s examined below. The Oil Price
Shock further enforced this development as it was not fully balanced out by favourable
imports of raw materials from the USSR, while integration within the CMEA failed to
produce the expected results. Moreover, a new phase of the Cold War began at the end of
the 1970s and the United States now aimed at defeating the Eastern bloc economically.
The United States wanted to see boycotts on East – West trade. However, West European
governments were not prepared to do so as they feared a negative effect on their own
economies.17 Nonetheless, a ‘loan boycott’ did emerge, and the CoCom list for the control
of technological exports to the Eastern bloc was implemented again with greater vigour18,
after what had been a period of relative relaxation during the 1970s, in part due to the
policy of détente and in part due to the commercial interests of US and West European
companies.19 In the 1980s, their implementation was all the more forceful. Moreover,
during the 1980s, trade between the East and West became more and more restricted due to
the declining international competitiveness of Eastern bloc products.
What part did Eastern bloc countries play in the globalisation trends outlined above?
First there is the question of trade. In quantitative terms, globalisation is commonly
associated with growth in foreign trade outweighing that of production, which leads to an
increase in foreign-trade intensity. However, an examination of the developments in
Eastern bloc countries poses some difficulty. Political and economic considerations made
the state fixing of currency rates a necessity and, as a result, reconstruction of the
actual development of foreign trade requires additional time and effort. In the case of the
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GDR, perhaps the most complicated one, this has been achieved in parts20, and it may be
assumed, with all necessary caution, that the foreign-trade quota rose until the first half of
the 1980s and fell thereafter.21 According to World Bank data, the case seems to have been
similar in most other European CMEA countries, albeit in Hungary, Poland and Romania
the turning point came somewhat earlier. Admittedly even this data only provides a rough
indication, and more research is necessary.22 It has also been established that the
proportion of intra-bloc trade within the CMEA for Poland, Hungary, Romania, the CSSR
and the GDR declined in the long term, so that by the end of the 1980s it no longer
dominated these countries’ overall foreign trade.23 In other words, in relation to the
question examined here, two points are of importance. On the one hand, the thesis of the
dominance of intra-bloc trade lost validity by the 1980s at the very latest, and probably
earlier. On the other, the share of the capitalist world in the foreign trade of Eastern
bloc countries had seen a marked rise. This was the paradoxical result of the falling
competitiveness of its own products: more and more exports became necessary in order to
pay for the imports required, aside from the new debts incurred.24
The Statistics Database of the World Trade Organisation (WTO) also fails to provide a
clear picture of the share of Eastern bloc countries in world trade, especially as it is not
clear upon which methodological precepts these figures are based. According to WTO
data, the share of European CMEA countries in world foreign-trade turnover rose from
roughly 8% in the first half of the 1950s to almost 11% in 1962, and after some fluctuation
fell to a good 6% in 1989.25 As the WTO only compiles figures in current prices, it is
probable that the falling share of Eastern bloc countries was primarily due to the marked
rise in prices for raw materials. This is also reflected in the fluctuations mentioned above,
as these were linked to the price explosions in raw materials in 1974/5 and 1979/80.
Moreover, the share of Eastern bloc countries in world trade decreased as that of
developing countries increased. All in all, it is possible to assume on the basis of WTO
data and other references that the share of Eastern bloc countries in real terms stagnated
during the 1960s and fell thereafter.26 It remains even more difficult to make statements
about the goods structure of foreign trade in these countries in a form comparable to
Western state economies and no such attempt should be made here.
In sum, the picture is an ambivalent one. The foreign-trade intensity of these countries
probably increased until the turn of the 1970s to the 1980s, falling thereafter, while the
share of trade in the ‘capitalist world market’ increased. At the same time, the share of
Eastern bloc countries in world trade diminished, probably because growth in world trade
was faster than that in Eastern bloc countries’ foreign trade. Thus the conclusion may be
drawn that in the 1980s, Eastern bloc countries did not participate in globalisation, at least
in terms of the goods trade.
A further indicator of participation in globalisation processes is integration in the
international capital markets. Foreign direct investments can be regarded as the most
important means in this connection, albeit that investments within the CMEA are not
included here. It must be remembered that in the eyes of the leaders of the ruling Communist
parties, capital markets strongly symbolised capitalism – which was to be overcome – so
that the use of foreign capital was at first particularly damned. However, economic
problems inherent to their alternative system made new ways of thinking necessary.
Although foreign direct investments in their classical form remained comparatively small
within Eastern bloc countries until the end of the 1980s, they increased slowly during this
decade with Hungary acting as forerunner. Here, as in Romania, the necessary legislation
had already been introduced in the 1970s. It was initially very restrictive but became more
and more lax in the period that followed.27
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By the latter half of the 1980s, it was not only Hungary and Poland but also the Soviet
Union and Czechoslovakia which introduced legislation on East – West joint ventures.
Even so, the interest shown by Western companies was limited because such projects were
regarded as difficult anyway and all the more so if the companies involved operated in two
different systems. Moreover, as Western businessmen pointed out at an East – West
Economic Forum in Venice in the spring of 1987 – as documented by an internal GDR
report – ‘companies in the West are not obliged to set up production in mixed firms in
socialist countries in order to then sell the products within their own countries. They can
do this in their own countries already. Their interest is in the acquisition of new sales
opportunities within socialist markets’.28 So this business form remained an isolated
phenomenon within Eastern bloc countries. The year 1988 represented a turning point.
In the USSR, Hungary, Poland and Czechoslovakia, foreign investors were now able to
secure the majority interest in joint ventures. The number of East – West joint ventures
then multiplied in these countries, especially in the Soviet Union.29 Even so, a number of
East – West joint ventures had already been in operation in the Third World.30 These
developments of the late 1980s were based on the intention to reform the existing system,
but already paved the way for the transformation to a market economy. The beginnings
of this transformation, however, also included Hungary selling 49.6% of Tungsram
(a manufacturer of various high-tech and electrical goods) company shares in April 1989
to a bank consortium in the West. In the GDR – where at the time the SED still believed
itself to be firmly in command – an internal memo documented in a matter-of-fact way:
‘This is the first time that a socialist state has given up the ownership of a means of
production to a capitalist bank’.31 By the end of the same year, General Electric had
acquired the majority stake in the company’s share capital. This was an indication of the
fact that the transformation process was truly underway.
As already noted, foreign direct investment in narrow terms remained small within
Eastern bloc countries during the period in question here. The picture changes somewhat
if a functional equivalent for direct investment under the conditions of Eastern bloc
counter-trade is included. This involved the supply of investment goods from the West
being paid for with borrowed money over several years; these loans were then refinanced
by returning supplies of these products, which were produced with the imported machinery
and plant equipment. In this way, companies in the West used the Eastern bloc as an
‘extended workbench’ and responded to the increasing price pressure (raw materials,
lending interest rates) they experienced in the 1970s. Such business arrangements were
probably pursued by all Eastern bloc countries. Their many forms of appearance and modes
of operation have however until now only been examined in the case of the GDR.32 Even in
this case no quantitative statements can be made about the extent of such arrangements.
Another form of integration between the Eastern bloc and the international capital
markets can be seen in the growing debts in the West. The background to this development
has already been mentioned and an in-depth description can be found elsewhere.33
In relation to the question of how far the Eastern bloc countries participated in the
globalisation process, this is an indication that their utilisation of international capital was
also influenced by the fluctuations of the international and/or national capital markets of
their creditors. For example, it became difficult even for the GDR, in addition to the
already high debts of East Germany, to obtain further loans given the growth in borrowing
in the United States in the spring of 1978. Indeed, this made interest rates rise even
before the Reagan administration had put interest rates up in order to combat inflation
and to finance the US budget deficit. In addition, whilst attempting to secure further loans,
the GDR created difficulties for itself by refusing even to provide a minimal level of
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transparency regarding its own balance-of-payments situation. Other Eastern bloc
countries such as Hungary, Romania and Poland had already begun to publish the relevant
data, albeit in part due to pressure from international moneylenders.34 So despite wanting
to participate in international economic relations, the old Communist tradition of secrecy
was an obstacle to sharing the relevant ‘business data’ with potential creditors. In practice,
the borrowing conditions offered by banks in the West worsened for Eastern bloc countries
in 1980, also under politically motivated pressure from the United States.35 On the other
hand, the Soviet Union repeatedly warned the other Eastern bloc countries of the danger of
debts in the West creating a susceptibility to blackmail.36 In August 1982, Brezhnev
declared in a discussion with Honecker that the GDR’s debts had already reached a
‘worrying level’.37 So on both sides, political aims blocked the increasing integration of
the capital markets. Yet this raises the further question of whether such a one-sided
dependence did not embody a form of ‘negative’ globalisation.
When in the summer of 1981 Poland’s inability to pay became clear, the situation of the
other Eastern bloc countries worsened too.38 Indeed, Romania not only got into financial
difficulties but also failed to provide its creditors with information and to cover the cost of
supplies already received. Bankers in the West were appalled by such ‘international
roguery’ or ‘gipsy behaviour’.39 The affair damaged the creditworthiness of all Eastern
bloc countries, and now the US administration also turned to economic instruments in order
to defeat the Soviet Union and its allies. As the President of the Soviet State Bank declared,
in the eyes of the Soviet Union, the ‘credit boycott’ amounted to a ‘comprehensive foreign
currency war against socialist countries’ which aimed at putting them into economic
and political difficulties and into discredit. This was ‘an integral part of current US
global policy’ which also placed pressure on other Western countries. Meanwhile, trade
agreements were also annulled or not fulfilled.40 Only once several Eastern bloc countries
had cut their debts – Romania, the forerunner, introduced drastic austerity measures, while
the GDR slowed imports and increased exports – did the situation change in 1984 and
Eastern bloc countries and the Soviet Union in particular were again able to borrow on a
larger scale despite some doubts as to their short-term nature.41
According to data from the OECD and the Bank for International Settlements (BIS),
Eastern bloc countries’ overall foreign liabilities fell markedly between 1981 and 1984.
Yet they started to increase significantly after 1984 and by the end of 1987 they had
reached a level higher than the highest level in 1981. However, the rise in debts up to 1981
was linked to the strong growth in East –West trade, while after 1984 there was a reduction
in exports from the Eastern bloc to the West. So according to BIS data, which was
(unofficially) regarded as plausible within the GDR, the ratio of gross debts to exports of
the socialist countries had improved after 1981 from 100% to 75% in 1984, but increased
again by the end of 1986 to 130%. The BIS identified the structural dilemma faced by
Eastern bloc countries very clearly. On the one hand, more imports were required which
provoked more borrowing and on the other, sales of their own products in the West were
unsatisfactory.42 Even within the Eastern bloc, demands were also made to introduce the
changes necessary to solve this dilemma.43 All in all, it can be concluded that the
integration of Eastern Bloc countries in the international capital markets was minimal and
where it was greater – as in the case of debts – it was in effect negative.
Attitudes towards the institutions of globalisation
A similar trend also seems to characterise socialist states’ attitudes towards the institutions
of globalisation. Most Eastern bloc countries dealt more easily with the institution
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dedicated to an intensification of world trade than with international monetary institutions.
Again the difference is underlined in the perspective of Eastern bloc countries on foreign
trade on the one hand and capital market transactions on the other. The CSSR had become
a member of GATT shortly before the Communist takeover of power in 1948 and was thus
initially the only member state from the Eastern bloc, but it was caught up in various
disagreements with the United States and had little influence as a member. In the last third
of the 1950s, Poland, Romania and Hungary aimed unsuccessfully at membership.44
In 1958 CMEA member states had been left to make their own decision on relations with
GATT. Until 1964, most of these countries had rejected GATT because of plans to turn the
United Nations Conference on Trade and Development (UNCTAD) into a universal trade
organisation with similar functions. However, this provoked opposition from the West.
Given that GATT was able to expand on its position in world trade during the following
years, the attitude of the Eastern bloc countries changed. Above all, this was one result
achieved by the successful completion of the Kennedy Round.45 During the late 1960s and
early 1970s – after new applications – Poland (1967), Romania (1971) and Hungary
(1973) became GATT members. Bulgaria was granted observer status in 1967 though
negotiations on full membership only began after the collapse of Communism. It seems
the West pursued a strategy of differentiation. For the first three countries named above,
full membership was the ‘reward’ for a real or supposed greater independence from the
Soviet Union. This went so far that the decision on membership had already been made
before formal negotiations had even begun. In contrast, Bulgaria was regarded as a close
ally of the USSR and its membership was postponed accordingly.46 Even so, as one
analysis revealed, the first three countries had in fact only barely the economic advantage
in terms of better access to Western markets for which they had originally hoped. For
example, the European Community’s discriminatory quantitative restrictions on trade with
Eastern bloc countries were basically maintained, and the United States also failed to grant
these selected few Eastern bloc countries all the privileges otherwise granted to GATT
members.47
The GDR represented a unique case – as in other areas. At the end of the 1960s, the
GDR too examined the pros and cons of GATT membership. It was recognised that
membership had not yet brought significant economic advantages to Czechoslovakia and
Poland, though they had been convinced that trade relations would improve and business
opportunities arise. Not surprisingly, the conclusion was drawn that economic benefits for
the GDR would also be minimal. This may also have been a welcome justification as, at the
time, GDR leaders believed that membership for East Germany was politically unviable.
Such a step would have amounted to the recognition of the GDR as a sovereign state by the
West, which would of course have contradicted West Germany’s claim to the right of sole
representation for Germany as a whole. This scenario would have prevented the necessary
two-thirds majority amongst GATT members.48 In the latter half of the 1980s, the GDR
first began to establish informal contacts with the GATT office in order to gain direct
information on current GATT negotiations. An observer status or membership was not
considered nor regarded as realistic. This also suggests that the GDR wanted to maintain its
own information flow, not entirely trusting the information provided by its own allies who
were also GATT members.49 All in all, the Eastern bloc countries were interested in
gaining the trade advantages provided by the GATT framework. Yet at the same time, they
did not want to question, nor part question, the principles which were the effective trade
barriers, such as the state monopoly of foreign trade or the non-convertibility of currencies.
In relation to the international financial institutions of the IMF and World Bank, the
reservations were more pronounced. Only once economic problems at home had become
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more pressing was this position modified, albeit here too a mixture of economic and
political considerations was decisive. Initially, the Soviet Union had been invited to
participate in the institutions of the Bretton Woods System and it had refused for political
reasons. Poland and Czechoslovakia had followed its example a little later. So it was not
until the reforms of the 1960s that new overtures were made to the international monetary
institutions by Hungary, Czechoslovakia and Poland, and from (not-reforming) Romania.
Apparently the reform-orientated representatives wanted to take advantage of the IMF in
order to win over opponents to reform or to push them from power.50 However, after the
suppression of the ‘Prague Spring’, the Soviet leadership renewed its veto on Eastern bloc
countries acquiring membership of the IMF and the World Bank. In the CMEA Standing
Committee for Foreign Currency and Financial Questions, the member states with the
exception of Romania agreed in 1972 on the following principles:
The IMF and the World Bank is an institution dominated by the United States and EEC states.
CMEA member states have even as IMF members no influence on the direction and character of
the affairs of this organisation due to the insignificant proportion of their votes. As members of
the IMF or World Bank they would however share in the responsibility for the functioning of the
capitalist currency system.
CMEA members would be limited in their economic independence as in decisions concerning
specific questions of foreign currency and finance.
It would be necessary to provide the IMF and the World Bank with internal information.

Furthermore, it was decided that CMEA states ‘(should) not principally exclude
themselves from all discussions on currency questions on [an] international level but have
opportunity to do so outside the IMF (for example in the UNCTAD)’. These principles
retained formal validity until the early 1980s when Hungary applied for IMF
membership.51 Romania alone did not comply and acquired membership of the IMF in
1972. Hungary and Poland signalled interest in becoming members during the 1970s as
well, and signs from Moscow even suggested that the decision made on this question was
not permanent.52
However, in the mid-1970s, the explosion in oil prices in particular caused Eastern
bloc countries to take a renewed step back from international monetary institutions. In
1977, the Soviet Union – followed by the GDR and the CSSR, in part also by Bulgaria,
Poland and Hungary – still wanted to avoid giving the appearance of enhancing the status
of the IMF and the World Bank.53 Although the Soviet Union increased oil prices too – on
the basis of the reformed CMEA price mechanism and in the face of opposition from other
CMEA countries – these still remained well below world-market levels. At the same time,
developments on the international markets for raw materials seemed to endorse the policy
of isolationism from the capitalist markets and thus the dogma of the two world markets.54
After 1978, Hungary’s application for membership of the IMF was again subject to
discussion at home and initial talks were carried out by the Ministry of Finance and the
national bank.55 Hungary submitted its application in November 1981 without providing
any prior information to either the Soviet Union or the other Eastern bloc countries.56 Only
after the move did its own top-level economic functionaries explained that the application
was ‘a necessary economic measure’ which did not conflict with membership in the
CMEA and ‘had been made due to the need for more borrowing’. Indeed, as was stated,
Hungary would not accept any of the political requirements of the IMF. From the East
German point of view, this seemed rather naı̈ve. It did not want to follow a path which
would ‘bring political dependency and not even lead to any economic solutions’.57
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Elsewhere the President of the Hungarian National Bank explained to his East German
colleague ‘that due to the credit boycott and the ensuing situation, the Hungarian party
leadership had been faced with the choice of either cutting the standard of living
drastically or trying to secure further borrowing options via the IMF. A decision was made
in favour of the latter’. In the same context, the President of the Soviet state bank described
the concept of solving existing financial problems with the help of the IMF as ‘illusionary’.
This had already been illustrated by the example of Romania.58
Hungary presented its membership application to IMF representatives as being linked
to the liberalisation course set down in its reform programme of 1979.59 It is difficult to
discern how far the reform programme was used in order to achieve membership faster and
thus to borrow more money sooner. While the reform aimed at strengthening the domestic
economy for international competition and intended to promote – as stated in the decisive
paper accepted by Party committees in October 1977 – a ‘more active participation in the
international division of labour’,60 it was still seen as more of an instrument to consolidate
the domestic economy. The reform was full of compromises, the result of the pressure not
to leave the Eastern bloc and the goal to secure Party power.61 At the same time, the reform
process had a dynamic of its own which ultimately paved the way for liberalisation.
Hungary finally became a member of the IMF in 1982, in the middle of the debt crisis.
At this point, huge amounts of capital were being pulled out of Hungary and the country
carried out negotiations with both creditors in the West and with the USSR (without the
former knowing about the latter) about new loans. In 1983, further steps of reform were
supposed to be implemented and this needed – as Hungary argued in a statement to the
IMF – to be safeguarded by a support package from the IMF, which was then also granted
as a stand-by arrangement.62 In the course of the Hungarian economic reform, business
banks were created in the middle of the 1980s following the reorganisation of the banking
system, but they were also prevented from accessing the international capital markets.
Industrial firms, on the other hand, had gained more and more rights to manage their export
trade directly, although the state monopoly of foreign trade had not come to an end in
principle.63 Again the imbalance between policy on trade and commerce on the one hand
and on capital transactions on the other becomes clear. It illustrates the political and
ideological limits to granting firms and companies more autonomy within the socialist
system and thus also reveals the limits to participation in the globalisation process.
As other scholars demonstrated, Poland’s changing attitude to the IMF (and vice versa)
was largely determined by unrest at home and the emergence of a political opposition, as
well as the regime’s response to these challenges.64 In October 1984, a representative of
the Soviet state bank at an international conference of bank representatives in Paris
declared, ‘that all socialist countries are at liberty to become members of the International
Monetary Fund, but that the USSR did not regard the International Monetary Fund as a
democratic institution, nor as one suited to solving the world’s currency problems,
especially not those of the developing countries’.65 It was not before the late 1980s that the
Soviet Union and the CSSR – under the pressure of economic problems that were
increasingly interpreted as an emerging crisis – made initial tentative steps to explore the
possibility of IMF membership. In both cases this had to wait until the process of
transformation towards a market economy was underway.66 The GDR political elite
carefully followed the dealings of the IMF and the World Bank with the developing
countries, as well as with other Eastern bloc countries, whether members or not, but
refrained from expressing any ambitions of gaining membership itself.67 At the time of
Hungary’s application for membership, internal GDR calculations did focus on how high
their own country’s quota and the special drawing rights at the IMF could be;68 however, it
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was always emphasised, also unofficially to Hungary, that the GDR had no plans to
become an IMF member.69 Even during the course of the political upheaval in the autumn
of 1989, the IMF continued to be the pet hate in discussions,70 although IMF membership
was part of the economic and currency union with the Federal Republic.
At one level, the overtures of Eastern bloc countries to the IMF and GATT can be
understood as an attempt to beat the United States with its own weapons in the face of the
‘credit boycott’. At a deeper level, the international monetary institutions became more
and more attractive to Eastern bloc countries – to quote Harold James – ‘as an
institutional embodiment of the market principle of prices, as upholders and advisers on
monetary discipline, and finally also as providers of resources that might facilitate a
solution to the initial payments difficulties’.71 In my opinion, however, the priorities were
the other way around. Firstly, the IMF and the World Bank were of interest to Eastern bloc
countries because of the promise of new loans. Secondly, those in charge of economic
affairs were secretly quite happy to pass on the pressure for budgetary discipline to an
external player. Only later, and secondary to these considerations, did it emerge that some
of these countries then took advantage of these institutions as the very embodiment of
market-economy principles. At the same time, it was clear that the departure from the
instruments of the planned economy towards those of market relations could not happen
without political consequences.
Conclusion
It is evident that the Eastern bloc countries were shaped by the globalisation process. The
intensification of trade relations and the integration of the capital markets influenced their
relations with the rest of the world, above all with developed capitalist industrial countries.
At the same time, they wanted to cut themselves off from the world markets, while the
West used instruments such as embargoes and the CoCom list in order to keep Eastern bloc
countries out of the international market. Even so, acceleration in the spread of consumer
demands and consumer patterns through globalisation was probably more effective than
these instruments in bringing about the end of the Eastern bloc.
In order to meet the competition presented by what was thought to be an out-dated
capitalist system, Eastern bloc countries had to modernise their national economies and
provide their population at home with an acceptable living standard compared to that in the
West. One aspect involved the introduction of economic reforms but results remained
limited, again due to political limitations. Another way forward was the attempt to develop
economic integration within the CMEA. As is known, this failed too, due to problems
inherent to the system.72 These aspects ensured that Eastern intra-bloc trade was
insufficient in quantitative and qualitative terms to have an influence on globalisation
trends. Another result of the failure of Eastern bloc integration was that imports, primarily
from the West, became more and more necessary. Given the declining competitiveness of
home products, exports had to grow faster or debts were to get larger. Both ate away at the
economic substance. Yet the ideology of the ‘socialist world market’, which represented
an obstacle to the intensification of relations with the West, probably did not disappear for
good until the 1980s.
Foreign-trade relations with the West, of course, essentially served the attempt to solve
domestic problems. In March 1976, an analysis of principles by the Foreign Affairs
Commission of the SED-Politburo, which was primarily based on Soviet judgements,
explicitly stated that the increased expansion of economic relations with capitalist states
was to be exploited ‘as an additional source for an acceleration in socialist build-up’.
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However, the authors admitted that in this case – as already stated above – capitalist
principles of prices and conditions of exchange would also acquire an influence on Eastern
bloc states.73
Considering the lack of innovation and decline in competitiveness, Eastern bloc
regimes had little in their power to combat the situation. They failed in the face of both
the growing technological challenge and changing consumer patterns. Neither could be
avoided in the context of spreading globalisation. In this respect they were also not able
to meet either their own ideological claim of being the superior alternative to capitalism or
the growing and changing consumer demands of their populations. A greater openness to
international exchange could have increased the pressure on innovation while also
questioning the foundations of the socialist system. This presented the ruling Communist
parties with a real dilemma.
Therefore it seems questionable whether they had ever been able to actively determine
the conditions of globalisation. They probably had an influence in so far as their very
existence presented a line of demarcation to the global world: because of their own
policies and because of the defence reactions of the West. This ambivalence – of not being
able to evade globalisation while representing a line of demarcation – also played its part
in the collapse of the Eastern bloc.
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informeller Kontakte zum GATT-Sekretariat, 12.9.86, SAPMO-BArch DY30/17738; Claus
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SED: Einschätzung der Lage auf den kapitalistischen Geld- und Kreditmärkten und der
voraussichtlichen Zinsentwicklung auf diesen Märkten . . . , 2.3.81, SAPMO-BArch
DY3023/972, fol. 109– 114.
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