
Transition Questions

1. Do differences in transition outcomes reflect 
primarily reform strategies or initial conditions? 

2. Is it necessary to begin with liberalization and 
stabilization?

3. How crucial is privatization to marketization?
4. Does transition require that a gulf emerge between 

winners and losers?  
5. Is there only one path that the transition can take? 

Or are there alternatives to the Washington 
consensus?

6. How long will the transition last?



Sectoral Shares

Agriculture Industry Services
OECD (1991)

8 richest countries 5.5 29.8 64.7
8 middle countries 5.8 30.4 63.9
8 poorest countries 17.9 29.5 52.6

Centrally Planned
Economies (1998)

GDR 10 44.1 45.9
Czechoslovakia 11.6 46.8 41.6
Hungary 17.5 36.1 46.4
Poland 27.2 36.3 36.4



So c ia l i st
C o u n tr i e s a

C api tal i st  
C o u n tr i e s b

To tal Man u fac tu r in g
A verage employ ment per firm 197 80
Percentage of those employ ed
in firms w ith more than 500 w orkers 66 32

Texti le  In d u str y
A verage employ ment per firm 355 81
Percentage of those employ ed
in firms w ith more than 500 w orkers 75 17

Fer r o u s Me tals
A verage employ ment per firm 2,542 350
Percentage of those employ ed
in firms w ith more than 500 w orkers 95 79

Machin e r y
A verage employ ment per firm 253 82
Percentage of those employ ed
in firms w ith more than 500 w orkers 61 28

Chem ic als
A verage employ ment per firm 325 104
Percentage of those employ ed
in firms w ith more than 500 w orkers 79 35

Fo o d  Pr o c e ssin g
A verage employ ment per firm 103 65
Percentage of those employ ed
in firms w ith more than 500 w orkers 39 16

So u r c e : Ehrlich (1985)
aSample, including C zechoslovak ia, GDR, H ungary , and Poland.
bSample, including A ustr ia, Belgium, France, Italy , Japan, and Sw eden



Distribution of Employment by Size of Firm

 0-100 100-500 500 and more
West Germany 14.1 23.9 62
France 22.5 24.9 52.6
Italy 32.3 27.3 40.4

GDR 1 11.1 87.9
Czechoslovakia 0.1 3.4 96.5
Hungary 4.5 16.3 79.3
Poland 1.4 18.2 80.4

source: OECD data for West Germany, France and Italy are for 1987,
            and for the other countries are for 1989.



Declining Growth Rates

Bulgaria Czechoslovakia

German
Democratic 

Republic Hungary Poland Romania USSR
1951-55 12.2 8.1 13.2 5.7 8.6 14.2 11.3
1956-60 9.6 7.0 7.4 6.0 6.6 6.6 9.2
1961-65 6.6 1.9 3.5 4.5 6.2 9.1 5.7
1966-70 8.7 6.9 5.0 6.7 5.9 7.7 7.1
1971-75 7.9 5.7 5.4 6.3 9.7 11.3 5.1
1976-80 6.1 3.7 4.1 2.8 1.2 7.2 3.7
1981-85 3.7 1.8 4.5 1.4 -0.8 4.4 3.2
1986-90 -0.5 1.0 -1.8 -0.5 -0.5 -3.5 1.3



Soviet Growth, 1928-1987



Female Labor-Force Participation

Labor Force Participation Rates for Women, age 40-45.

1950 1970 1985

Socialist Countries

  Bulgaria 78.6 88.5 93.3

  Czechoslovakia 52.3 79.9 92.4

  East Germany 61.9 79.1 86.1

  Hungary 29.0 69.4 84.7

  Poland 66.4 79.5  84.7

  Romania 75.8 79.5 85.1

  Soviet Union 66.8 93.2 96.8

North European Countries 30.9 53.8 71.1

West European Countries 34.5 46.4 55.6

South European Countries 22.4 29.7 37.1

source: Gros and Steinherr, p. 65.



Indicators of Raw Materials and Energy 
Consumption



Average Inflation by Region
Stabilization time



Earnings Distribution, Full-time Workers
(male and female)



Real Exchange Rate versus US Dollar



Real Exchange Rate versus US Dollar



Real Exchange Rate versus US Dollar



Real Exchange Rate versus US Dollar



Real GDP



Inflation











Baltic Countries

EU Accession 
Countries CIS Countries

Southeastern Europe









Table 8: Governance Indicators 
 
 Voice, 

Accountability 
Political 
Stability 

Government 
Effectiveness 

Regulatory 
Quality 

Rule of Law Control of 
Corruption 

 2000-
01 

1997-
98 

2000-
01 

1997-
98 

2000-
01 

1997-
98 

2000-
01 

1997-
98 

2000-
01 

1997-
98 

2000-
01 

1997-
98 

RUS -0.35 -0.19 -0.41 -0.69 -0.57 -0.59 -1.40 -0.30 -0.87 -0.72 -1.01 -0.62 

IND -0.40 -1.13 -1.56 -1.29 -0.50 -0.53 -0.43 0.12 -0.87 -0.92 -1.01 -0.80 

BU 0.59 0.47 0.37 0.43 -0.26 -0.81 0.16 0.52 0.02 -0.15 -0.16 -0.56 

CZ 1.04 1.20 0.74 0.81 0.58 0.59 0.54 0.57 0.64 0.54 0.31 0.38 

EE 0.94 0.86 0.73 0.79 0.86 0.26 1.09 0.74 0.78 0.51 0.73 0.59 

HUN 1.19 1.22 0.75 1.25 0.60 0.61 0.88 0.85 0.76 0.71 0.65 0.61 

LAT 0.81 0.75 0.50 0.46 0.22 0.07 0.30 0.51 0.36 0.15 -0.03 -0.26 

LIT 1.00 0.88 0.29 0.35 0.26 0.13 0.30 0.09 0.29 0.18 0.20 0.03 

POL 1.21 1.12 0.69 0.84 0.27 0.67 0.41 0.56 0.55 0.54 0.43 0.49 

ROM 0.50 0.29 -0.08 0.02 -0.54 -0.57 -0.28 0.20 -0.02 -0.09 -0.51 -0.46 

SVK 0.99 0.52 0.62 0.65 0.23 -0.03 0.27 0.17 0.36 0.13 0.23 0.03 

SVN 1.07 1.03 0.87 1.09 0.70 0.57 0.52 0.53 0.89 0.83 1.09 1.02 

Source: Kaufmann et al. (2002) 



Yukos, Sibneft, and RTS



Roofs, and the Rule of Law

Country Romania (4 cities) Poland (Warsaw) Russia (Moscow)
Used courts in last two
years

0.20 0.14 0.19

Needed to use courts
but did not

0.15 0.10 0.45

Can use courts against
government

0.51 0.41 0.50

Can use courts against
business partner

0.67 0.45 0.65

Contacted by racket in
the last 6 months

0.00 0.08 0.39

Does one need a 'roof'
('umbrella') to operate?

0.01 0.06 0.76









Output and Value Added in Small Enterprises



Output and Value Added in Small Enterprises





Relative Price Variability



Sources of Money Growth



Russian Inflation, 1991-2002



Polish Inflation, 1990-2002



Polish Inflation, 1997-2002



Annual Average Change in CPI



CPI in Romania, Russia, and Ukraine



Fiscal Balance in Romania, Russia, and Ukraine



Russian Inflation, 1996-2002



Inflation in Transition Economies (CEE’s and Baltics



Inflation in Transition Economies (CIS)



Real Appreciation in Transition



Real Exchange Rates in Transition



Real Effective Ruble Exchange Rate
Index, 1995=100



12-month Inflation and Ruble Depreciation



FDI as share of GDP, 1992-99



Capital Inflows by Group



FDI in the 1990’s by Group



FDI per-capita, 1992-99



Chinese Poverty



Inequality in China



Tradeoff Between Inequality and Growth?



Shares of Value Added in Russia, 1990-2001



Govt Employment as share of Total, 1970-2002



Level of Development and Services, 1990



Level of Development and Services, 2000



Central European Currencies


