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:7 Main Point{%w

--Unrest is likely to grow in Eastern Europe over the next
three years. The destabilizing effects of detente, slower
economic growth, and dissident activity wi;l all add to the
tensiog bepween %he East European regimes and their»peoples.
.--The impaet'will not be uniform. Poland will be the most vola-
tile}and a blow-up there, which might bring down Gierek and'even
conceivably compel the Soviets to restore order, cannot be
ruled out. The situation will be less volatile in East Ger-.
many,-"but the Honecker regime is going to have a harder time
baiancing its economic need for closer ties to the West with

the unset 11ng effect those ties have on the East German people. 1)
= T de restdt f=ag Euroﬁ&%*enwm {8 nod ikl 36-)—00‘\' heel. Nowhere we

--Under economic pressures, all of the East European countrleg &‘i5‘3+s
la.c ¥

will show more interest in expanding their trade Wlth the West]v Wg
o

.o \»
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Despite misgivings, the Soviets will acquiesce or even en- challt”:)&’

“nc rc\\‘f*f'

courage such expansion because they are increasingly reluctan

to subsidize the East European economies. -BD’)’ "“ﬁ""“e""?’p"’]""“1Ls problems
will hcl‘v i Eost Evcopes € conomic fres o 48(, Lut" )
--East European leaders will continue to give ground, sporadi-

cally and reluctantly, on human T'J;\Z“hts issues of interest to

resist + locks likbe o Western CMO/—L%
the West. But they will &e—h—yﬂee—r-seﬁs*t—kv-e-t-e—-i-nd-are-a.@re-ns—-that

_ abost
the—Westis—seeking »;xeouubse-nece-n-omic ‘leverage tolbring signifi-
' Y o S A
can political change. J N
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—ngi’;:;;;ects are fair for a slbﬁ\évol%ﬁéon toward less authori-
“ tarian methods of rule in East Europe'if there is no miii;) L

L —— 7 /////

$

threat to internal order in any of the countrles,

--The East Europeans are not likely to seek‘jbr get any signifi-

cantly greater .independence in foreign affairs. [éyeﬂ—ﬁeman%a

is likely t6 moderate its independent line in the interest of
\-‘

gett%ng more favorable economic treatment from the USS%L]
-—-The US is not ‘likely to have a major impact on how the inter-

nal picture develops in any of the East European cou;tries.

But the East Europeans will attach more importance to develop-

ing relations with the US, not only for the possible economic

beneflts but F*n—the—ease—eé—E&st—Germ&ﬁyr—aunga_x_ggg_gg;ggﬁ also

pres o
for the increased ag&%tmaqi]such ties bestow on the current

’

leadeéers.
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DIA does not agree that East European leaders will

accommddate to Western views on H%maan?ghts ;3; that

prospects are fair for a decline in authoritarian_Msz\»d%& d’f{}
rule in the absence of a threat to internal order. DIA
believes that the necessity for tight centralized party
contro1,the 1ikelihood of growing unrest, constraints

imposed by the USSRVand the example of Soviet treatment

of dissent all argue against such developments.
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This paper covers the next three years. is guided ™™
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’ |
by these questions: ~5eaurﬁ¥<‘
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--What are the prospects for instability in the re- Easte
" Eueope -
\

~

gion, and in particular countries? s
~-What are the various countries' economic prospects?
--What is the outlook for an amelioration of tradi-

tional Communist practices?

—-56 any of these countries have leeway for a foreign
policy selectively independent of Moscow's in areas

of significant interest to the US?

~-What impact is the US likely to have?

’
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DISCUSSION

1. The riots by workers in Poland 1astAyear and the

fggbeéﬁﬁg;:-emergence of dissident activity in Czechoslovakia,

East Gerhany, and Romania are signs that East European countries
will live in a mofg\fragile tﬁan usual éituation over the next
two or three years. The underlying causes are unchanged: the
chronic disaffection of the East European people with the Com-
munist systems tﬁey are stuck with, nationalism, and the attrac-
tion of the West.

2.SHBut there are some new factors. Moscow's detente
policy has reduced the isolation of the East European people and
raised demands for more Personal freedoms and a better standard
of living. At the same time, the requirements of detente have
made»itfharaer for the regimes to deal &ith their peoples in
authoritarian ways abhorrent to Western.sensibilities.

3. New economic. problems are also emerging. The East
European economies and the material well-being of the East Euro-
Pean people have grown significantly over the past 15 years.

But the growth rates are slowing down, and the Prospects are
good for growing consumer dissatisfaction over the next few
years. This is dangerous because rising material .expectations

were consciously generated by the regimes to help neutralize

unfulfillable political and national aspirations.

- 4 -
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Economic Trouble
——

4. The region as a whole is resource-poor. Even in good
harvest years, the northern countrles are not self-sufficient in
grain. Eastern Europe is especially dependent upon energy im-

ports. Heav1ly reliant on foreign trade anyway, these coun-

/

. tries have in recent years also suffered the consequences of

Western recession and inflation, higher prices for Soviet o0il and
raw materials, and larger grain import needs due to poor har-
vests. At the same time, East European manufacturing Plants
are.obsoleecent in important sectors. The labor force is rela-
tively skilled, but productivity suffers from lack of incentives.
Management is beset by the irrationalities and inefficiencies
endemic to centralized Planned economiei;x

35. ‘Unable to generate sufficient exports, the countries
of the region——especially Poland--are accumulating a large nard
currency debt. In order to keep new borrowing down, the East
Europeans will have to restrict imports‘from the West whiie at-
tempting to maximize exports. But economic growth itself depends
on quality Western equipment and industrial materials. The East
Europeans have already scaled down their growth projections for
the current {1976-80) five- ~-year plan. There is reason to doubt
that even these more modest prcjectidns will be met. Tensions
will rise as consumers feel squeezed. The regdmes‘will want to
raise consumer Prices to stem demand, But they will be wary in

view of the Polish experience.

- 5 -
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6. In the background loom more severe strains invthe
early 1980s, when anticipated declining Soviet o0il production
will reduce oil imports from the USSR (see Figure 1).and will
greatly increase East European hard currency purchases of oil.
A3 e re;«{fj*m. Cood o nqll braxt h az 7o
The East Germans and Czec oslovaks have already beg steps to-
1nc£ease conservation and to substitute coal for 0il in power
Plants.

7. All Fhese probiems will renew ﬁﬁe case for reformg--
increésed material incentives, realistic pPrice structutes, and
more decen;falization. Most of the East European leaders will
be reluctant to embark on this road. 1In addition to their in-
herent ideological misgivings, they are likely to want more, not
less, centralized control at a time when hard economic choices
must,begmade; Under pressure, they are likely to be more con-
cerned about-Soviet misgivings regarding the orthodoxy of réforms.
While reluctant to make basic structural changes, the East Euro-
Peans will want to increase the output from the private séctor
of the economy, and perhaps increase its share of the»economy.

8. Ihcreased economic constraints do not augur well for
political stability, but how bad things will get politically is
much le;s cleaxr. The East European people know they are better
off materially than ever beforé. They also are aécustomed to
some economic di'scomfiture and even deprivatioh. 'They know that
the West Bfﬁlis experiencing high levels of unemployment and

inflation. Experience will tell them they cannot expect much

¥ 7‘A‘ [{ ’tS ~ T c*fcu“u o < el ei}{/'wwf,acﬁ h Zj/ Vu?z
) pésmv@dvpmd SO ot %m\/

§mt SAJ"M, ﬂ/ hA(M)!f / e, wc}ﬂm




o FIGURE 1
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Eastern Europe: O0il Consumption by Source, 1975

Other
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Total Eastern Europe
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We anticipate that the USSR will try to distribute the burden of any drop

in itsoil production on internal Soviet consumption and on hard currency )
exports. as well as on exports to Eastern Europe. However, these Soviet
tradeoffsiwill not be easy choices; 0il has yielded about 41 percent total

Sovie t\Rard, G4 PNeMea3EEH0IN Sé}’ﬂ%ﬁ?é%ﬁﬁé&ﬂbbzéé@éﬁoﬁ&? 1also rising.
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help from the West. With adroit economic tinkering and reason-
able luck, many or all of the East Eurépean'regimes.may dédii)
ﬁhe various hazards of the next few years with the grudging
support of peoples :eluctant to risk their hard-won margips of
improvement. The_gfeatest hazards 1ierin Poland, whose people
are>the most volatile in the region, and East Germany, where

the attraction of West Germany cuts very deep.

Dissident Problem

——

9. 'Dissidence is not a new phenomenon in Eastern Europe.
. Jeer

But ‘its re-emergence over the past stx—momths is of more than
\oei’-ﬁomqu te.

usual concern to the East European leaders. Their agi-ti-maey

as rulers is being judged against Western standards of fréedom

and human rights, at a time when their economic performance vis-

a-vis the West is being found wanting. These concerns are }n—

Fo—eppretrersreres—tae - " achvity i1 orc toun%*’ spuls_ dad

creased by the evidence that # dissidentNmevLmentT—ae—ééeééﬁct indo oo

[ﬁfom‘iseiaiedwaissidents; is at -work in East Europe.l Helsinki

has been a major stimulus, ''Eurocommunism'' has added its fuel,

and the East European leaders are concerned that the Carter ad-

ministration's emphasis on human rights will(be-e&ét&c&%&y_im—
Lo o
pnx&gg;_%é]encouragiag the dissidents. They also know that Hel-
sinki has impacted, particularly in East Germany, on wide seg-
ments of the population in addition to the dissidents.
10. Nowhere do the dissidents seriously threaten Com-

munist rule, nor will they do so in the foreseeable future.

The danger for some of the East European leaders is that the

- 8 —
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aissidents will incite[ér&—qrve—éiaag;iéﬁ’?é}a population restive
over economic and other grievances. The dissidents also make

it more difficult to maintain the kind of political relations

with the West and the US thaf can be hélpful on the economic
front. Further; their activities create another source of tacti-
cal'disagrgement with Moscow and among Ehe East European party
leaders themselves.

11. So far, the East Europeans have been given consider-
able latitude in:handling the dissidents by the Soviets. But if‘
Moscow decides to impose a tougher dissident policy on the East
Europeans,ﬁ£hen the prospects for miscalculation and serious
troubles increase. Specific consequences are far less certain

or predictable, although they may well become severe and might

even result in a situation reminiscent of Hungary in 1956 or

3

bring down é-leader, like Gomulka in 1970:—

If Leaders Change

12. A change in the leaders in any of the East European
countries would have an unsettling effect. New leaders might
have trouble establishing their personal authority and would have
to gain Soviet confidence. |

13. Serious instability in Yugoslavia or a clearly dis-
cernible "movement toward the West after Tito_ggegiwould cause
the East European leaders to tighten up their internal control
ahd to take special care in their external policies not to give
the Soviets cause for concern. Dissidents and disgruntled elements

- 9 -
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in countries like Poland, East Germany, and Czechoslovakia might
be encouraged by such developments in Yugoslavia to press harder
for changes at home.

14. A leadership change in the USSR would have a more
pronounced effect. The East European lgaders are comfortable
with ﬁrezhnev because he has given them considerable latitude
in managing their internal affairs. His demands usually have
not been unreasonable and they have with time gained some sense
of hié‘limits of‘tolerance. New understandings with Brezhnev's
successors right be reached with relative ea;% if they consoli-
date power smoothly and conduct similar policies toward Eastern
Europe and towaxd the West. But a period of political infight-
ing in the Kremlin, or the emergence of a new Soviet leadership
with’a‘;ougher stance toward Eastern.Eu;ope, would be very un--
settling. Contradictory Kremlin signals on policies and per-
sonalities might well be mirrored in the politburos of Eastern

Europe.
The Soviets
piaha Ao £

15. Moscow is obviously concerned about the unrest in
Eastern Europe. A blow-up in any country not only has important
implications for the region as a whole and for its ties to the
USSR, but also for the tranquiiity of the Soviet Union itself

and for its dealings with the West.

16. While Czechoslovakia in 1968 proved, that Moscow can
C»j\ ond will i berveae wiya - eee@.-,i'y:},““,\c_eeg(_s‘_‘\;{-_—s seroe; inJees 9

be pushed too fary by and large the Soviet leadership under /) SHW”H
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Brezhnev has opted for stability;i) Eastern Europe at the ex-

rense of ideological purity.. The Soviets feel uncomfortable

with the more permissive approaches of the Poles and the Hungarians,
but they have reluctantly permitted both Gierek and Kadar to

fashion their tacticé to fit their own circumstances. Gierek

and Kadar are, in Soviet eyes, good Communists who will neither

be transformed into social democrats nor forget the special re-

lationship with Moscow.

17, 1 Soviets can help promote political stébility in
) TLLSOWCJ’)

Eastern Europe on the economic T E;] 4&&&54*_Lheynpelped create
the tougher economic environment in which the East Europeans
must now operate. In 1975, Moscow sharply increased the price
it charged East Europeans for oil and other raw materials, and
prices also went up in 1976 and 1977. Moscow's policies derive
from its own economic problems, plus a lingering feeling that

the Soviet Union has had to sacrifice to ensure that People in

Eastern Europe continue to live better than Soviet citizens.

A S

: , ¥
. moresof=e=liability ~thin &N a§Set fOr tHE“Soviet Undon.. , But

@1 : N Py Py _ Iy S L ] I

Jparagraph 1%, before last sentence page 11)

Realizing this, Moscow has restricted its price

increases 4,—e%+=ﬁ%#e@s—eham@ed—ﬁﬁe%e¢ﬁviﬁf@iefﬁﬁ?fi
J B

Preterw=h FR-PFFEEG -~ A accepted
payment in overpriced machinery, ha&»peﬁmitted the East
Fure p?oarg\?edtlgo rréjeqe;sL?Z%%ll 3I§I I:I‘a %?A-?&)glg EQB&G’M%«B&ZG%S@O’& Dlt ed

credits and supplementary oil deliveries.
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1}. One consequence of these economic pressures is
that the USSR will have tq continue to look relatively favorably -
oﬁ Eastern Europe's economic ties with the West. They hope |

i caﬂhwhg*a

that thg West will share the burden byAfinandgng Eastern Europe's
purchases of indu;trial and raw materials and agricultural prod-
ucté and by helping to modernize East European industry so that
it can pay with quality goods for Soviet imports. The Soviets
probably will be willing to countenance such ideologically gques-
tionable arrangeﬁents as joint ventures witﬂ-Western companies.
They will be willing to allow a more favorable political rela-
tionship between Eastern Europe and the West to the degree that
Seems necessary for closer economic ties. They will probably
allow some internal reform if it seéms to promise economic re-
Sults.'!But they will be concerned about the cumulative effect
of these trends. How far they will be willing to let the East
Europeans go will depend on their confidence in the particula£
Communist leéder'é ability to retain essential control and

their perception of Western political intentions. This is a

complicated equation that Moscow will recalculate as specific

situations arises

The Western Connection

ﬂgp- Without making any special effort, the West has

a substantial unsettling impact on Eastern Europe.. Many in the
region identify with Western cultural and social traditions and

considexr an ''Eastern way'' in alliance with Russia as alien to

- 12 -
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those traditions. Other East Europeans are draﬁn to the dynamic
and material features of Western life that contrast sharply withl
the drabness of their own lot.

ekt T S S e B A L SR ok e
spects a force for stability.’\Western.goods bolster economic
groﬁth and enrich consumer supplies; Western credits[égi;aa—fne

pwmﬁ’

)hﬂﬂﬁﬂ?%fﬂ&arge trade deficits; Western contacts cater to, ‘as
well as arouse, popular aspirations. Eastern Europe's economic
needsvhave.been.a sﬁrong underlying motive for detente in Europé
and for thg'region's opening to the West. These needs will grow
over the néxt few years, and while increased trade and credits
from the West will not be a panacea for Eastern Europe's eco-
nomic ills, they can'be of considerable help. The East European
leaderg)will discover that the USSR Will be increasingly reluc-
tant to baiL out their economies and that they must do more
business with tﬂe West. Those countries which do not have MFN

status will have increased interest in'getting it. All will

E‘g_with.jw_e‘s'terrn
Feale _with cErase

Par“\\x;

23, Aﬁecause of these interests, East European leaders
' will continue to give ground, sporadically and reluctantly, on

some human rights issues of interest to the West. But they will
...13_
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Eastern Europe:
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be hypersensitive to indications that the West is seeking to
[Efe iAs economic leverage.té]bring_about significant political
change in Eaétyéurope. The Soviets in particular will be dis-
posed to see evidence thatbthe West is seeking to make trouble
for them in their.backyard. They will éontinue to see in the
US emphasis on human rights a hostile political, rather.than
humanitarian, motivation. If problems of internal order grow
serious enough-—if for example there is a biow—up in Peland or
East Germany--the imperative of order will prevail, with the So-
viets seeiﬂé little choice but to accept the damage to wider
equities with the West.

2. "M \Tﬁer& orc l@ini" imids Yo Presu\d‘
andl ﬁec\‘s‘.lg.’e, Wesdern  economic ;4909’ Jo Easd- EV(\O(”E‘L‘/‘%
rcert o Romen, tmde o

CCONO Mt nc'c&s . <
UJ‘H ¢ on ‘)‘(”U& 40 {)rCCOOm{’\a«. }C .

CE MA Counrics

:‘Ba&w\tc & fhtmu\ 3‘5 con g%a,;n 71;3 u)*,(\ | Q/Qso \JDe o
({mi%\’\%- “I:’ac Jer‘\ Taﬁc w‘w)é\ weé ‘*Pf’ E’;;ropc, \:l
w\& 15 \‘}c&@l ~LO re ma/h) mu L‘ art_’mv“rf “““Q\M "M\w ‘}s L

He U (see P 2).
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24. Internal unfest is more serious in Poland than
anywhere else in Eastern Europe. It will continué to be so
during fhe next two or three years. Disaffection with the
regimé, and with éommunist rule, is wiaespread. The mopd of
the Polish workers fluctuates between resignation and surliness.
As last year's riots and sabotage over proposed price increases
proved, the workers.are ready to express their grievances in
action. They know that what they do sometimes counts; in
1970 theyxﬁrought down Gomulka. The workers are angry over
the failure of the Gierek government to make good on its
promises.of a better material life. The quality of life has
improved but has not kept pace with expectations. (;é;:le~

;ASEwe long lines to buy food and other necessities,ﬁﬁl

thirgs—ecount
Peorte shit B = | |
-%heashortage of apartments, long waiting lists for
g v

automobiles, refrigéfatéf;, and the 1like..
257 But the workers' resentment is not entirely fixed
on pocketbook issues. The riots last year were also a response
to the sudden and arbitrary nature of the regime's decision
to raise prices steeply. For years, Giexek has been touting
his commitment to consultatiops with the workers; his action
gave the lie to his words.
24ﬁ Polish dissidents have tried, through the establish-

ment of such organizations as the Workers Defense League, to

- 16 -
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make common cause with the workers. This has not yet paid

off in any tangible way, but theréiseédenée-are still working
to create the impression that they speak for mdre than them-
selves. They are pushing for more freedom in thelarts and mass
media and for the.right to travel. Beyond such personal free-
doms, some dissidents are urging a moré plﬁralistic syétem for

Poland in which the Communist Party would share some of its

power WY e S 4; 04Ww&J unfk kahﬁvx f A ds VWNMJ
_’/\ : | m een V\/\h~ 0‘7&,« fl L‘}\e;oj ?Mrrb

2%( The irony is that personal freedoms are greater i
Poland than anywhere else in Easdyéurope. Moreover, it is the
only country in the region where agriculture is still largely
in private hands and where the number of people engaged in
retail trade and in services is increasing.

g 2%;_ The position of the already powerful Catholic Church
has been strengthened by the recent unrest. It has helped
Gierek by urging restraint on the workers and, more recently,
on restive students. The Church calcuiates that a breakdown
in order will work against its interests and the prospects
of a less authoritarian state by bringing to power leaders
more orthodox than Gierek,.poss;blygthrough the direct inter-
vention of the Soviets. At the same time, the Church will
be exerting increasing -subtde pressure on the regime on behalf

of its own direct interests and in the area of human rights.

- 1 7 -
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27. Gierek's primary goai wili be fo keep the 1id on.
He can do little else, for there are no short-term solutions
to the underlying economic ﬁroblems. Supplies of consumer
goods will contique-to fall short of demand. The regime will
continue to juggle ieserves of foodstuffs and to import extra
supplies of consumer goods to take the edge off frustration
and get through the sensitive periods of Christmas and ﬁaster.
ég. Muéh of Poland's economic progress since 1970 has
been due to, K extensive imports of Western technology. This
pace canndé continue during the next few years because of Poland's
serious balance~of-payments problem. Central planners must find
ways to use the resources already on hand more efficiently.
The leadership has hesitantly taken measures to encourage pri-
vate.f;rmefs and craftsmen to expand tﬁeir activities. More
investment funds will be diverted to‘the production of con-
sumer goods. Poland may well seek refinancing of its Western
Aebt.

)
26. On the basis of the evidence of the past year,

Gierek seems inclined toEégrgﬁg—EETIETEE‘th§£lmove toward a less .
authoritarian Poland. He hasAgiven new encouragement to the
privaté sector of the economy, has loosened censorship, and

is quietly encouraging members of the rubber-stamp parliament

to act more like real representatives of the peopie. He has

to proceed carefully because such policies are not universally

supported within the party, and the Soviets undoubtedly are

suspicious about their impl#gafgops.
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so far, the Soviets are acqzbesc1ng, for what, they *
- d‘:ﬂ %)@M‘m\pe&' Oo‘-wr“}l’\ on AR na billien <ruble Commoﬁ" cr IJm.i

want most out 6F Poland at this juncture 1s quiet }(If order‘ | ‘£,
' sup{J i<s

skoul& .
reak down, both Warsaw and Moscow will want to see it \@ M&Qm"
restored by Polish forces. Only if these fail will the Soviets
intervene.

31. The policies of the US and the West are not likely

to be critical to what happens in Poland over the next few years.
But they will have some effect on Gierek's prospects. On the
economic side, he hopes that the US will encourage private lenders’

~to be responsive to Poland's needs both with respect to refin-

ancing and to granting new credits, particularly to cover the

NS 3
E;importation of consumer goods.cW There are few trade barriers

to an increase in Polish sales to the US (the US accounts for
R\only ‘4 percent of Polish foreign trade) and little the US can
( do ove? the short term to help Poland do a better jOb marketlng
in the US. A Warsaw wants recognition by the US that it is doing

better 4n the human rights area and muted coverage of internal

'—o"’"

///’ and dissident affairs by Radio Free Europe. Above all, it
wants to avoid a too vigorous US policy that would arouse Moscow's
fears of American intentions in Eastern Europe and generate

higher Soviet pressure against Gierek's reforms.

g'f (;\, "/;/ées, G ,f’mvxwmf %Lj’ /\So@fw /\M)t 742%»8}
< ’ i

’(
o YW @’*’“’(" @ D @[

ULMWW‘W ' W\U\ kf \m,( Jﬁ\u\/ gc&% o &m JS.
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?ungary rsé{

ﬁ;ﬁ The princigéllquestion in Hungary over the next

few years is whether_the Kadar regime will continue:to pursue
economic and cuitural policies that are among the most “liberal”
in East Europe. The prospects seem gooﬁ.

aﬁi}hHungary's economic reforms—--introduced in 1968
as the New Economic Mechanism-;gaﬁg/featureé some decentraliza-
tion of decision making, a greater role for material iﬁcentive,
and more réliance on price fluctuations to control supply and
demand. Thevreforms encouraged innovation, productivity, and
efficiency. They improvgd the performance of the Hungariaﬁ
economy. But they also created political problems for Kadar.
Workeré)complained about growing inequities in wage séales,
conservatives about the creation of a bourgeois atmosphere,
and the Soviets about the implications for socialism. The con-~
sequence has been some retrenchment and the fall from power of
the leading reformists. Bﬁt Hungary has not returned to the
centralized, rigid model of the other CEMA countries.

ﬂ.37lndeed, in its economic dealings with the West,
Hungary has continued to be the most innovafive Egst European
country. It has led the way in establishing joint ventures
with Western companies and recently has allowed Western com-
panies to hold majority ownership in bénking and éervice enter-

prises. Hungarian leaders are arguing that increased economnic




Approved For ease 2004/03/11 : CIA-RDP79R0060 02600050001-1
@ EONEIDENTT AL, e @2e®

ties with the West are necessary to cope with the changing
world economic environment. They have acknowledged that ques-

tions have been raised within the ''!

socialist system'' about
the compatability of increased economic ties to the West and
further economic integration in CEMA. Kadar is under some

pressure from the Soviefs, other East Edropean leaders, and

within his own party ranks not to go too far in orienting Hun-

gary's economy toward the West.

1sqr;ﬁ?: Kadar's social and cultural policies have been, by

East European or Soviet standards, enlightened. The security
apparatus is less in evidence, its abuses curbed. Writers and
artists can pursue nonideological work, and there is 1little
formal censorship. A wide range of Western literature, movies,
and plays is available in Budapest. .There are limits, and
the government does not hesitate to enforce them. Intellectuals
must take care in commenting on the regime, must not criticize
the Soviets, and cannot question Hungary's commitment to communism.
The party is sensitive to unauthorized ideological interpreta-
tions. of its practices. It‘clearly wants to avoid giving Mcscow T
reason to believe that questionable practices are hardening into
ideological positions.

%ﬁi }87 Kadar himself seeﬁs to have won the §4a4g5m9 sup-

rua( ey, o *)Lsu;.v‘\&t
Portp[.;3 J ° . 2

;lof most Hungarians. A small number of
Hungarian intellectuals have come out in support of the Charter
77 group in Czechoslovakia but have avoided criticism of condi-
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tions in Hungary. Kadar has successfully ignored them.

%0977 He has had some trouble with workers and others
over the cumulative effects of price increases; last year, after
the Polish riots, there was a work Stoppage in a large Budapest
factory. None‘of'this got.out of control)and Kadar raised

'

prices on some goods this past winter without incident. He
b alog) ; n?‘}fcmd"r)ri( N OASUMET C\OOK S

has also promised no mewfincreases|fhis year and he has raised Some_
wages,Eéd—ﬂsns¢QQ§£] Nonetheless, Kadar knows that the consumer
will inevitably be facing more stringencies)and he 1is £herefore
moving to expand his support. He is seeking better relations

with the Catholic Church and will soon visit the Pope. His
projected trips to Western Europe are, in part, designed to

show the Hungarian peoble that he has developed an active foreign
policy @ithin the framework of Hungary's Soviet alliahce. He

recoves
has also mounted a new campaign to get—baek the national trea-

N
sures held by the Us.

({ﬁ;Xi Kadar's light touch has not endeared him to all of
hié colleagues in Eastexrn Europe,[il t arly \;] The
Soviets are more of a wWorry. Kadar's most powerful argument
for his policies is that they Work, that Hungary does not have
a significant dissident or stabilityprobleméfgnd is still a
Marxist state faithful in its 6wn way to the USSR. But if un-

rest grows elsewhere in Eastern Europe, the external pressures

will increase on Kadar to impose a tougher regimen in Hungary.

- 22 -
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His [ax ST will also_ awwnd*'

create more trouble for him in Moscow ifc<§§f§é§ﬁ$§g§§ﬁ§§ the P°m¥‘
Soviets get more concerned about[Epg_;dseéegécal_threuﬁ—qéj
Eurocommunism. These pressures will be manageable as long as
Kadar stays on thé scene.

vaﬁﬁg\ Like other East Europeans,vKadarvlooks to the
US to help his country primarily by‘maintaining the process of
detente. Héisees the detente atmosphere on .balance as favoring
the internal autonomy that he has carved out. Specifiés are
less important, but there are two largely symbolic concessi;ns
that he seeks: the return of the crown of St. Stephen and the
granting of MFN status. Both, in his view, would signal USF
acceptance of Communist rule in Hungary and recognition of his
relatiﬁély enlightened policies. Thus they would stréngthen
his domestic position and his ability to withstand pressures
from his own hard-liners and from Moscqw; But they would not

much affect Hungary's foreign policy, which by necessity if

not conviction will continue to follow the Soviet lead.

East Germany
- r'soa or &ro:”rmo\\"t as ids o

\%5 no+ ﬂé‘”’l
A cressor,
’ ;f\ The Honecker regime is one of the nastﬂorthodox
: i bot vDL e~

Y\O“"
in Eastern Europe. It has sought%%;—dfaér almost Tt acpce%s MainS

oéaiffe\ad(ggzﬁaverage East German)to instill in hgﬁ a genuine
.S*l'fl

commitment to Marxist goalsA u&questfen&ngwfdherence etk 40
polic:c_s) bud-

so .
regimeA & commitment to Eba;éﬁkHrTEQIEast Germany as a lasting

nation state. It has not been- notably successful.
S| N A YS ol oo oRe o' : - -
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West Germany is the rub. bIt keeps alive the»idea
of a German, rather;/thaﬂanst German, identity. Its ewbras
~q&§énz¥7 achievements give the lie to East German assertions
regarding the superiority of Communism. And its impact in East
Germany has beén,groWing since the two-GermanVagreements of the
early 1970s. There have been over 35 ﬁillion visits by West
Germans in East Germany since 1971. West German television

is watched throughout East ‘Germany; children hum West Gérman
commercials; young people get into arguments with part& hacks
who think tﬁey should be watching the right kind of programs-
on the right stations.

\ 4&. The Helsinki agreement increased the pressure
because it seemed to imply that the regime would recognize the
!’right" of East Germans to travel and even emigrate to the
West. It also gave restive East Gerﬁans a basis on which to
apply to leave. A?éte last year, more than 100,000Amade applica-
tion to emigrate to West Germany. To ﬁaké matters worse, they
were the kind of qasLle—-young, well-educated proféssionals/7/

alrea.
and technicians——aﬁA in short supply in East Germany. The

regime denied the applications and also passed the word through

the party apparatus that applicants would lose their jobs.

Some did.
s

efficient party and,security ori?niziéions to find out whyj & i
' QLQE\_@ not conshrecac Ll ovaﬁ&i_«b | ,o!aa{tc cere 91033, Ne

' But Honecker has also used his large and relatively

of‘&aﬂw“fm Secuf i Cons?
the East German people are not“hdﬁﬁjﬁﬁ'ﬁhe message he' has re=- ha deec
/"‘O be . ‘\t_.
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ceived is that there is growing resistance to the government's
effort to organize and politicize even the leisure time of its
citizens. As a result, urban dwellers are now being allowed

to plant their own private gardens)and more ''free'' leisure
tlme is being allowed. [:be\plcture that— emerges\\s of a reglme

. S Cm—

that, despite its handicaps and>regidities, is trying to be

responsive to its people.

Qﬂﬁif The cultural scene in East Germany is not as

open as in Qoland or Hungary. But Western observers who have
returned ténEast Germany after a long absence are struck by
the progress that has been made. A flourishing literature
exists, in which the regime takes some pride. This does not
prevent it from exiling those, like the folk singer Wolf Bierman,
who go'too far in their criticisms. But it has had some succeés
in reaching a truce with East Germany's artists and writers.
There is no organized dissident movement, and the activities™

T .

of individual dissidents, like Bierman? and the writer Reiner

Kunze, do not seem to resonate strongl; among the population.
*Ebd?. One of the most important forces for stability

is the character of the East German people. They are more

disciplined than the Poles and the Hungarians and far less

quick to give expression to their grievances. »Material things

count for much. The East Germans are the best offipeople in

East Europe, and they know it. But despite their gains, the

gap between them and the West Germans"
- 25 =
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An absolute decline in

more Serovs

the standard of living ekviousty would beAyeieeT particularly

if there were no corresponding decline in West Germany. = Apathy
rey csha'
Moﬂfaﬂgrow into unrest and the prospect for sexiows disorder,

demonstrations, and efforts to get to the West would grow,

\Fajdgi To forestall such developments, East Germany needs
to maintain or increase its trade with the West. It must con-
tinue to import Western machinery and technology to keep its

economy competltlve in Western markets. Its projected economic

S n Ingreese . .
growth over the next three ynars mean a doubééug

1

-Dmdq B billion 4&-—4(4, eﬂh&l?'}’b
of its Western debthfo aboutﬁg bllllon‘&e&&ﬁTﬂ\ As Honecker
openly admits, the country faces a serious shortage of hard
currend&. He also knows that the East German economy will be
under increasing pressure because of its energy shortage. The
upshot is that East Germany has an incroasing economic incentive
in maintaining or improving relations with West Germany and %hefo%w
Westemn Countrics.
éj?y?{ At the same time, Honecker feels under increasing
political pressures from the West. He is concerned about West
German efforts to expand its ties to West Berlin ond about
what he regards as its e€fforts via the media to create trouble
for him with the East German people. He also is afraid of
increasing person-to-person contacts with West Gerhany because
it further loosens his grip over his own people. He cannot

- 26 -
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sharply curtail the contacts that already exist because this
would jeopardize increased economic dealings with West Germany,
would prompt a strong negative reaction from the East German
people, and could upset Moscow because pf its implications for
detente in centrai‘ Europe. Honecker has tried to strengthen

’

the image of East Germany as a separatevand fully ''‘normal'’
) Scc’:-‘wa-)eo— . ' )
nation state byAerodbuq the special status of East Berlin.
But this does not help very much with his domestic problems)
and it creates problems in his relations with the West. He
also has little latitude from the USSR when it comes to Berlin
questionsj&Moscow decides when and how hard to push on Berlin.
g}/ﬁﬁ The East Germans are likely to égntinué to push
for increased economic ties with the West over the next two
or thréé years. If this proves to be a failure, if the domes-
tic economy declines seriously, then a tightening at home and
a move to drastically cut contaéts with‘West Germany might well
result.
'méii In the meantime, tﬁe East Germans will push for
increased economic ties and high-level contacts with the US.
This would help them improve'the regime's image at home. It
g N iriey |
would also Jiweesddwsswn some additional flexibility ;n economic
dealings with West Germany. If such ties were to develop, the
East Germans would have an additional inCentive td ease up on
human rights gquestions at hone. They would also héve another

reason to keep the Berlin situation quiet. Their views on

- 27 -
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this, while not ruling, have some wéight in Moscow. The
East Germans are not likely to stray far from the Soviet line
on foreign policy questions, even if relations with the US

N~
wefe significantly expanded.

Czechoslovakia

T 53

. In Czechoslovakia, political and economic stag-

nation‘continue to masquerade as stability. The Husak regime
is one of the more orthodox and unimaginative in Easﬂwgurope.
Opefating unéer the close supervision of Moscow, it has worked
to limit Western influences and to keep a tight 1id in the
cultural area. Prospects for internal liberalization in the
human rights or economic areas are dim. Czechoslovakia's

foreign’policy will not deviate from Moscow's.

GWSﬂz The Prague leadership is dividedy);ediocre\land

has little genuine support or respect in the country. The
economy is hard pressed by Soviet and Western price 1ncreases,

ﬁ:leda
badlky extensive modernization, sorely misses the expertise
of the 1968 reformers, and needs greater pgoductivity from an

A ot

apathetic populace. Its growth rate is_ the slowest in Eastern
Europe and is likely to remain so.

g{%?. All these factors would add up to a seriously un-
stable situation if it were not for the apathy and. despair that
kers characterized the popular mood since the collapse of the

<o e .
''Prague Spring.'' The emergencyg of the Charter 77 dissident

- 28 —
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group has been a pointed reminder that the problems and senti-
ments that gave rise to the ''Prague Spring'' in 1968 are still
at work. But the dissidents have not struck a iesponsive chord
with the wider population.

ggfy{' The prospect is for more of the same over the
next few years. Economic problems are gbt likely to result
in serious popular disorder and, without strong pressure from
below{ the impasée between the moderates led by ‘party leader..
Husak and hard-liners led by Bilak is likely to continﬁe.
Moscow seems comfortable with a divided leadership in Prague,
and itvwill continue to be reluctant to endorse any efforts
to introduce economic innovations or to bring back into the
mainstream of Czechoslovak politicalvand economic 1ife those
who were imp;icated in thle 1968 revolution.

gw 5&7 Given its disabilities and priorities, the
Czechoslovak_leadership looks hardly at all to the US for
help and is unwilling to modify its internal of foreign poli-
cies to get it. Increased contacts could, over time, help

promote change but the real impetus will have to come from

)

within Czechoslovakia.
Romania

) 53k' Party leader Cea@sescu is not 1likely to lose his
firm grip on Romania's rigidly authoritarian political and

economic system during the next several years. Party cadre

- 29 =
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and popular resentment of Ceausescu's authoritarianism and

personality cult may grow, but we judge that Ceausescu can

contain or thwart any such reactions, effecttvaIy

@7' - pRomania faces an economic slowdown #4%eBgedy because _
("1(’)':)‘{ @&abe&mtt:&-(?ﬁ\f]mb cons freva L’j will prue--«\v)— i+ ‘Q'O"\ erhie vha H'ﬁ pro\'\ccolr_l:t i

I~ fesources necessary—to OWWH"“&

&Mﬁ2ﬁ3FﬁiS“p%Qj&gLgd_aHHﬁal—gé&Wﬁb~&$&%+H?€—pﬂl£gﬂE£] This‘ﬂ %

will affect the Romanian consumer and could spur grukbling

within the leadership over Ceausescu's overly ambitious economic
goals., But’it probably will not provoke serious popular dis-
tqrbances éf threaten Ceausescu's predominance. Ceausescu

has long slighted consumers, always with a keen sense of what
they will bear, and in the past has successfully blamed under-

lings for economic shortfalls.

?
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For the past year there has been a perceptible thaw

in Soviet-Romanian relations, symbolized by Brezhnev's
visit to Bucharest in November 1976. The thaw appears
to be limited, however, largely to bilateral issues and
to represent a decision of both sides to mute polemical
exchanges over some conteqjous issues. Romania's interest
in assuring supplies of Soviet raw materials may have
played a role. Both sides, however, continue to assert
fundamentally conflicting conceptions of how relations
among gommunist countries both within and outside Warsaw
Pact should be conducted. This breach of the "unity and
cohesion" of the pact, a fundamental Soviet aim, remains
the major source of tension between the two countries.
Romania's other foreign policy initiatives are of lesser
concern to the Sovietgf?u%_ihgnamis-ng—ind#ea%ien—%haﬁh~

the—fremttmrtesdaershipwill—eease—iteeFT5rrety e~
R st , Soryied e }

0/2 P'?'O'S'pet‘t‘s—‘ﬁo’rag fundamental shift in Romania':poh'cy
s

Aqagnfhowever, unlikely. Nationalism is a fundamental

part of Ceaucescu's psychology and not merely a ploy to
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enhance his leadership position. Moreover, while thremmamety
< o Ys
aeenrs” Ceaucescglggzsiderab1e tactical 1atitud%,even he

probably could not undertake any major move to return

Romania to subservience to the USSR without provoking

a major upheaval in party ranks.
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;ﬂé Ceausescu is unlikely to relax the strict domestic

controls which he considers necessary to maintain his personal
power and to allow him freedom of maneuver vis-a-vis the Soviets.
The appearance of Romanian dissidence--as feeble as it is--
has alarmed hiﬁ,'andlg}though he so far shown reasonable
Limesase in containing dissigént stirriegj;]he has also stepped
up his efforts to increase vigilance in the media and cultural
affairs. |

y”will contipue to pursue his ‘//'é/iendent**
: ‘Romanian natlonaluewbe;sm and
e politieal eliteeaéfwell ak wider 2
‘of the popula€e. It creates pr--lems for Moscbw' SﬁcmAL‘wL

“\xv\d" \ »_”" -\Pm-e'ﬁ'\ ohies ("’-5'1}‘“3’\> po nod- Ioom \%e' e L;

munist move ent, bfit Hoes O

=ef&eym&ﬁ%ere€t9?*

1

ressure hecaufe of‘ = Lg 4 nM.a 34
e ‘.lze,l;Loo Kt ¥ will e agrcm&f ne, %——Souc \ /
SR.2S8. 8. ..SO0UY.Co—on faw materials and a market for its

- .JL‘Q _ #cu.ss 7

poorSquality goods. Thegfthaw in Soviet—R0r=n1an relatighs
b{fis.

oyer the past yeaéMLtﬁ $ in part from sufh considera
C

(03 ,&5: Ceausescu will continue to pursue a kfpec1al re—
o..swt,” a.:.‘”\t H’\fg LOOJ’
lationship'' with the US and the West“ It provides psychologi-
cal sustenance for his maverick stance vis-a-vis Moscow andé

has helped support Romania's economic growth. The economnic

motivation will grow as the Romanian economy slows down.

g‘l’a J-t rceuut, ,
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Albania
——— { 4

Gék Serious ideological differences with China and
reduced Chinese assistance ﬁo the Albanian economy have evi-
dently prompted Tirana to move out of its isolation in Europe.
It has made some cautious overtures to.Greece, Turkey, and
France in search of increased tradef ;t seems likely that
these efforts will continue. The Soviets want to get 5agk
intO‘Albani?, but their prospects are poor.

‘6§J? How far Tirana will go in oyercoming its xenophobia
depends iﬁApart on how its internal politics develop. These
have been in some turmoil, and a number of younger pecple have
emerged whose political orientation is not clear. ©No major
adjustments are likely as long as party boss Hoxha and Premier
Shehu ;re in power. But our informatién on Albanian internal
forces is fragmentary)and a political ﬁpheaval should not be
excluded. Should one‘occur-—whatever its policy directions--
it ﬁbuld provide a destabilizing focus‘for other endemically
troubled nationalist currents in the Balkans.

Bulgaria
e ——

. Bulgaria has been, and probably will continue to be,
the most stable country in East Eurdpe. The recent purge of
party leader Zhivkov's long—timﬁ'associate Boris Velchev e

coul ot -
kel —ta

Aprecipitate ﬂnmervusAchanges f@rther down the party
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hierarchy. But these are unlikely to change Bulgaria's close
economic and political affiiiation with the Soviet Union.
Popular affection for Russia predates the birth of Bulgarian
Communism, and Bulgaria can be counted on to carry a spear
fof Soviet foreign policy positions.

LW as: Bulgarian domestic policies will continue to be

among the most coizﬁrvative in Easﬂ”ﬁurope.» There has been

. [’,mi . :
evidence of some popular dissatisfaction with economic and

social conditions, but the chances of large-scale unrest seem
ver
remote. Intellectual dissent will remain only a minor irri-

tant, in large part because Bulgaria is both geographically

and intellectually far removed from the West.
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