GLOBAL GEOGRAPHIES
OF POST-SOCIALIST
TRANSITION

Geographies, societies, policies

Tassilo Herrschel

% Routledge

Taylor & Francis Group



Re




leelak
File Attachment
2000f7a4coverv05b.jpg


GLOBAL GEOGRAPHIES OF
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The collapse of the Eastern bloc states in the late 1980s triggered considerable interest
in, and debates on, the ways in which subsequent developments took place in the region.
Research has tended to concentrate on Eastern Europe and the former Soviet Union, as
they had been stylised as ‘the enemy’ during the Cold War. In addition, the Iron Curtain
running through Europe had, in all its symbolism, further contributed to the distinct
Euro-centric perspective on ‘post-socialism’.

Global Geographies of Post-Socialist Transition provides a unique synopsis of the diverse
meanings of communism around the world, interacting with European, Asian, African
and Latin American traditions, and the particular impact of colonialism outside
Europe. It discusses in detail:

¢ the nature and legacies of communist states and the subsequent post-communist
developments;

e the meanings of ‘socialism’ and ‘communism’, terms that are frequently being
used as mere labels without much consideration of the particular legacies they
represent;

e the main identified global regions of post-communist development, Central and
Eastern Europe, the former Soviet Union, China, Africa and its particular inter-
pretation and application of ‘communism’, and Ciuba as an almost iconic bulwark
of post-colonial socialist ideology in Latin America directed against US hegemony;

¢ the role of identity under the impact of post-communist changes and diversities,
and an overall résumé of observations.

Global Geographies of Post-Socialist Transition acknowledges the many different ‘versions’ of
socialism and, subsequently, post-socialism that have developed in other parts of the
world. By taking such a comprehensive perspective, the many different facets of socialist
and communist rationales become apparent, reflecting a wide range of histories and
legacies, in all their particularities, across the post-communist ‘Second’ and “Third’
Worlds.

Tassilo Herrschel is Senior Lecturer in Economic Geography and Director of
the Centre for Urban and Regional Governance at the University of Westminster,
London. He has also been a founder member, and Chair, of the Post-Socialist
Geographies Research Group of the Royal Geographical Society (with the Institute of
British Geographers).
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PREFACE

The inspiration for this book came from teaching a post-graduate course on
globalisation and post-socialist transition, which attempts to offer a broad sweep of
the various experiences with post-socialist transformation processes and outcomes
across the worlds — ‘Second’ and “Third’. After most of the regimes labelled as
‘socialist” or ‘communist’ came to an end at the beginning of the 1990s, some
exceptions, notably Cuba, China, North Korea, Vietnam and Laos, have been
carrying the can for socialism, albeit in a rather less ideologically focused way than
during the height of the Cold War. The nature of the taught course meant that
many of the students who had opted for it came in fact from formerly socialist
countries, whether Eastern Europe, Central Asia, Africa or Cuba. It was during
the many discussions we had in class, when students compared notes about their
respective experiences back home, that interesting parallels, but also distinct
differences, emerged. The result was a truly global perspective. Concentrating on
individual global regions alone, such as Eastern Europe, Russia or Africa, for
mnstance, would not have revealed these interesting insights.

It was then that the idea of a much broader approach to post-socialism emerged,
to include the many different ‘varieties’ of socialism that had existed in the first
place. These ideas then led on to a number of papers presented at conferences.
With the idea of a book on this topic held in the back of the mind, views of other
participants and members of the Post-Socialist Geographies Research Group of
the Royal Geographical Society, including Craig Young, were sounded out. After
its inception, the way the book actually ‘came about’ changed, leading to a more
detailed discussion of the meaning of socialism and communism in order to offer a
background against which post-communism can be discussed. Frequently, it seems
to be assumed that there is a general understanding of'its principles, and character-
istics, but this is not always the case.

The publishers continued to support this project, despite the many extended and
missed deadlines, and I would like to take this opportunity to thank them whole-
heartedly for their patience and continued support. Many thanks also to Judy
Budnick, Ben Gore and Sean Cleary for their competent proofreading at very short
notice and with little time to spare. My thanks go also to friends and family for their
continued support and putting up with my prolonged ‘invisibility’.

xiil






INTRODUCTION

Variability, legacies, outcomes of
post-communist transitions

“Transition’ and ‘communism’ have been closely associated terms over the last
decade and a half, following the spectacular, dramatic collapse of the Eastern bloc
at the end of the 1980s, including the ‘Evil Empire’, as former US president Ronald
Reagan defined the Soviet Union at the beginning of the 1980s when justifying his
‘Star Wars’ programme. Much has been speculated, written and argued about the
nature and possible outcome of these changes and their likely end. Indeed, some
commentators have observed an obsession with ‘end-isms’ as the fin de siécle was
approaching, whether announcing the ‘end of history’ (Fukuyama, 1989, 1992),
‘end of revolution’ (Touraine, 1990) or, in particular, the widely proclaimed end of
socialism (Pearce, 1993). And, just into the new millennium, Carothers (2002)
proclaims ‘the end of the transition paradigm’. This corresponds with the view
expressed by the Polish ambassador to London during a brief personal exchange
with the author two or three years ago. He emphatically pointed out that post-
communist #ansition had certainly ended, as the goal of an equal footing between all
European states had been reached in terms of societal and state structures.

While perhaps on purely formal criteria this may be argued, supported by the
castward expansion of the European Union in 2004, there are many legacies, both
physical and mental, that continue to reflect the particular nature of the communist
period. Pridham and Agh (2001), referring to the Hungarian experience, point
here to the necessity, as they see it, of distinguishing between the actual transition
period, with its mixed economy and transformation recession, and the subsequent
period of consolidation which is less ‘messy’. In addition, most of the debate and
observations have been focused on Europe and Russia (as the only really inter-
nationally visible successor to the demised Soviet Union). But there have been
other experiences with ‘communism’ too, and thus other changes since. One
obvious such ‘other’ example is China. While officially still adhering to the com-
munist teachings of Mao Zedong, there are fundamental changes taking place
under the mantle of communist doctrine: the conquering of the global market with
products ‘made in China’. Hong Kong, Shenzhen and Shanghai have become
glittering symbols of the ‘new’ international and capitalist-minded China, although
this picture may be rather unrepresentative of the rest of the country. Cuba is
another cause célebre of the Cold War, having developed its own version of
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communism in the backyard of the United States. This includes distinct post-
colonial overtones, and these have been combined with a clearly nationalist agenda
over the last decade or so. Cuba sits at the intersection between ‘north—south’ and
‘east-west’ global relationships.

With the East-West dichotomy of the Cold War era now gone, the contrast
between the developed and developing parts of the world has become the dominant
feature of global, western-driven politics, which seek to spread ‘democratisation’
and ‘liberalisation’ as expression of the ‘universalization of Western liberal demo-
cracy as the final form of human government’ (Fukuyama, 1989, p. 4). The ongoing
struggles in Afghanistan and Iraq continue to attract attention to the feasibility
of externally driven ‘democratisation’ and ‘liberalisation’. And these agendas,
symbolised by the Washington Consensus (Chapter 3) were also prevalent at the
time of the collapse of the dictatorial communist regimes of ‘Eastern’ Europe. Since
then, the difficulty and unpredictability of regime changes and policy transfers have
become increasingly evident from the very different routes taken by the post-
communist governments. And taking other cultures and economic contexts into
account, such as those of post-colonialism, the picture gets even more complex and
unpredictable in its likely outcome.

The process of ‘transition’, central to this book, is a multi-dimensional, complex
phenomenon, shaped by a set of overlapping and intersecting variables. These
include country-specific ‘internal’ variables, such as historic legacies and geopolitical
histories and circumstances, as well as wider external factors, especially international
political and economic parameters. And it is the particular combination of, and
interface between, those two sets of factors that shape both the course and nature of
a country’s post-communist transition.

In their 1998 analysis of the Vietnamese model of post-authoritarian transition,
and with reference to Taiwan’s development model, Wu and Sun identify three key
factors shaping smaller countries’ institutional choices: hegemonic dependency,
economic imperative, and elite idealism (Wu and Sun ,1998, p. 397). In particular,
they focus on the interaction between external and internal factors, and their
relative importance. External dependencies under hegemonic political and/or
economic conditions are seen as the main factor circumscribing the ceiling — actual
or perceived — for individual states to devise ‘their’ political-economic regimes. The
greater the hegemonic dependency, the less likely will be independent forms of
governance. Instead, the hegemon’s institutional principles of governance will be
incorporated. Within that framework, following Wu and Sun’s argument, it is the
political skill of the domestic political elite that can carve out some leeway for
independent policy-making.

Obviously, personalities and personal political ambitions and assessments of
risks and opportunities will be important determinants of policy-making, and these
will, inevitably, be influenced by particular national (and sub-national) legacies in
state-building, societal arrangements and aspirations. The perceived value of a
government’s activities for the national course, including economic prosperity,
geopolitical security and domestic societal coherence, circumscribe its legitimacy
and thus moral authority and acceptance among the people. A low rate of
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acceptance will encourage the search for alternative arrangements, even under the
heavy hand of an authoritarian regime. Impulses for change may come from
(underground) grassroots pressure, or may be initiated by the ruling elite itself, if
existing conditions appear ‘hopeless’ and to the detriment of their interests. Both
routes to change have been adopted in the shift away from communist regimes, as
will be discussed in this book. While Central and Eastern Europe (CEE) illustrate
the former route to bringing down communist regimes, the former Soviet Union
represents the latter. Process, and outcome of any such process, is thus far from
uniform, with each country following its particular route of change, with its own
pace, depth and result of post-communist transition (see also Dryzek and Holmes,
2002). Itis at this point that an international comparison becomes so useful, as it not
only allows study of the varying importance of factors, but also their very compo-
sition, especially in different global regions. The legacy of colonialism, combined
with the impact of globalisation, for instance, has had a major impact on the coming
and going of communist (‘socialist’) regimes in Africa, and in Latin America, with
new alliances emerging between the respective developing countries.

Against this background, this book adopts and explores an understanding of
‘transition’ that distinguishes between four main sets of factors influencing the
process and outcome of transition from one political-economic regime to another.
This is shown in Figure 1.1. These four main determinants consist of external and
internal factors: hegemonies, societal-economic conditions, leadership qualities
within the regime, and legacies. While the first three find their references in Wu
and Sun’s ‘hierarchy of hegemonic dependence, economic imperative and elite
idealism’ (Wu and Sun ,1998, p. 397), ‘legacies’ have been included as a separate
category. This reflects both the aim of this book to take a global approach to analy-
sing post-communist regime changes as a particular ‘version’ of post-authoritarian
transition, and the outcome, which demonstrates the importance of place- and
country-specific conditions. Political-historic legacies, such as colonialism, or
major social-cultural differences, such as between Africa, Asia, Latin America and
Europe, may be expected to shape the way communist and post-communist regimes
developed across the world and their characteristics, and this includes all countries,
whether global powers or not. Legacies also involve collective social memories, be
they at the national or sub-national (ethnic) level, including possible antagonisms
and anxieties about past and potential future hegemonic ambitions by neighbouring
countries. Such are clearly prevalent among the CEE countries bordering Russia
(see Chapter 4).

Legacies also include past experiences with democracy, which could offer a point
of reference for a move from a communist authoritarian to a post-communist
democratic system. Indeed, as will be discussed later, pre-communist democratic
experiences have been used as a bridgehead to connect to the current democratic
ambitions, and thus bypass or ‘airbrush’ out of history’ the communist period
altogether. In the case of the CEE countries, past links to ‘Europe’ have also been
re-emphasised and re-constructed to highlight their ‘Europeanness’ as a contrast to
Sovietism and, indeed, ‘Russianness’. Then, there are also legacies of mismatches
between national identities and their territorialities, especially in post-colonial



INTRODUCTION

Africa. There, colonial-era European notions of territorially defined ‘statehood’
have been superimposed on existing ethnically based senses of belonging. The
resulting states have been anything but nation states as the European tradition
generally views statehood.

To some extent, the concept of ‘African socialism’ tried to reconcile the two
traditions — African communitarianism on the one hand, and European class-
based societalism on the other (Babu, 1981). Perhaps not entirely surprisingly,
these attempts had a rather mixed result, mainly because of pressures from
economic problems, which, in themselves, were largely the result of colonial
dependencies (see Chapter 7).

Global factors, especially hegemonic economic dependencies, have increasingly
come to shape national development prospects. Success or failure at the economic
front has become the critical test for the viability of a country’s political regime,
with the ‘big fish’ obviously in a better, more influential position, than the ‘small
fry’, although all governments face the challenge of economic globalisation.

Hegemonies Leadership qualities

(domestic)
Political Legitimacy, acceptance
(‘East-West’) (imposed v. chosen)
Economic Ambition
(‘North-South’)

Personalities

Transition
Economic, political, societal

Origination
(bottom-up v. top-down)

Speed of change
(gradualism v. ‘shock’)

Depth
(complete v. partial)

Legacies
Collective memories
(e.g. antagonisms towards
neighbour states)

Societal-economic
conditions

National unity/identity

(multi-/single ethnicity) Histories
Economic conditions (e.g. past foreign occupation)
(inequality, comparative Societal
quality of life) (values/practice, past
Attitudes towards experience with democracy)
experience Economic

with ‘Communism’

Figure 1.1 Key determining factors of ‘transition’

(dependencies, e.g. colonialist)
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Economic factors were instrumental in developing the rationale for socialism and
communism, but they were also the main factor behind the ultimate failure of the
communist regimes, whether in Africa or Europe. Indeed, the handful of countries
still claiming adherence to a socialist/communist ideology — China, Laos, Vietnam,
North Korea, Moldova and Cuba — all had to make some concessions to their
economic regimes by introducing, albeit rather tentatively in some cases, elements
of a market economy, while maintaining the official doctrine of a communist state.
North Korea has been coyest about any deviation from the path of Marxist-Leninist
doctrine, including the economy, although it depends on support from China to
stay ‘afloat’.

The economic dimension of the ‘hegemony’ variable revolves around the
continued ‘North’ versus ‘South’ debate, substantially a colonial legacy, replacing
the previous more politically focused ‘East’ versus ‘West’ arguments of the days of
the Cold War. Both have had major implications for the ways in which communist
regimes were established, maintained, and then brought to an end. The fourth
main set of factors impacting upon the course of ‘transition’ is largely the ‘personality
factor’ among the leadership. Rather than institutional structures per se, it is the use
of personal initiatives, managed through the political leaders’ personal character-
istics and ambitions, that seem to have been particularly effective in shaping the
nature and viability of the various communist regimes. For instance, the end of
the Soviet Union and the beginning of Russia’s existence as an autonomous state,
were fundamentally shaped by the initiatives of individual personalities and their
competing ambitions.

Transition itself is discussed here according to its three main dimensions —
economic, political and societal. This threefold division will be the backbone of the
analysis of the five main global regions in each of the relevant chapters in this book:
the political, economic and societal factors in transition, both as outcomes, and as
stimulants of the observed changes. The three strands of transition are recurring
themes of the analysis of post-communist transition, thus providing the common
reference points for the comparative discussion. Economic change, especially
privatisation and liberalisation, political change, (i.e. mainly democratisation) and
societal change (i.e. largely rising income inequalities) emerged as the main drivers
of ‘transition’. Their dynamism varies, reflecting national circumstances and
policies. Thus, while in most CEE states all three drivers experienced fundamental
changes, the situation was less comprehensive elsewhere. In China, Vietnam and
Cluba, for instance, government policy tries to keep the economic and political-
societal arenas strictly separate, in an attempt to improve economic performance
without threatening the continued existence of the one-party regimes. Economic
performance has become the main criterion by which these governments’ legiti-
macy of being continuously in office is measured. Good economic performance is
more likely to bolster the governments’ standing.

The process of change and the outcome of ‘transition’ are in themselves the results
of three intersecting dimensions: the origin of the changes (bottom-up or top-down)
and thus their degree of legitimacy, then the speed of change, summarised under
‘shock’ versus ‘gradualism’, and, third, the depth, or comprehensiveness, of change.
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The various combinations of all these indicators of transition constitute the
particular national (and sub-national) versions of transition for each participating
country. The different elements together constitute the most comprehensive regime
change among all transitions. They involve not merely amendments to an existing
state structure but, uniquely to post-communism, establishing a completely new
state structure, including government, economy and society (see also Carothers,
2002). It is this comprehensive new start that marks the main difference between
general post-authoritarian shifts and the post-communist ‘variety’.

The notion of ‘transition’, which had gained broad prominence in the late 1980s
against the backdrop of the spectacular collapse of the Eastern bloc regimes, draws
on five core assumptions (Carothers, 2002): (1) it is dynamic and depicts a change
in conditions; (2) it will lead to democratisation as a ‘natural’ outcome of these
changes; (3) it gains legitimacy through elections, whereby elections are often seen
as equal to democratisation per se; (4) ‘transition’ is universal, unaffected by place-
specific conditions and legacies; and (5) states are perceived as the main actors, thus
presuming their continued existence. These core assumptions were based on the
experience with post-authoritarian transition in Latin America and southern
Europe in the 1970s (see Chapter 3), and were simply written into the future. The
last 15 years of post-communist development have shown that these assumptions
donothold true. The broad comparative approach in this book clearly demonstrates
the importance of legacies and particularities for the ways in which post-communist
transition evolved in the different countries, including the very notion of what
‘communism’ means and how it should be implemented ‘on the ground’. Against
this background, claiming the ‘end of the transition paradigm’ (ibid.) would perhaps
appear like ‘throwing the baby out with the bath water’. Certainly, the simplistic,
linear understanding of the transition paradigm per se has been questioned by
the events on the ground. Changes have been much ‘messier’ than predicted and
outlined by the model. In other words, democratisation and transition have
occurred in many different shades of grey. ‘Of the nearly 100 countries considered
as “transitional” in recent years, only a relatively small number — probably fewer
than 20 —are clearly en route to becoming successful, well-functioning democracies,
or at least have made some progress towards a democratic process and will enjoy a
positive dynamic of democratization’ (ibid., p. 9). But the outcome may not be
the democratic ideal projected and propagated by the western advisers and institu-
tions, who jumped onto the post-communist transition bandwagon as it unfolded in
Central and Eastern Europe in 1989, and in the former Soviet Union shortly there-
after. In effect, ‘transition’ became firmly associated with the European scenario of
the shift from communism to a democratic regime. Developments elsewhere,
including in China, were barely visible on the radar screen of ‘transition’ discussions.
Only recently, China and its economic transition has entered the headlines, mainly
because it is discussed as a ‘threat’ to western interests by western observers. Out-
comes of these transition processes mostly include imperfect democracies, either in
the form of “feckless pluralism’ (Carothers, 2002), which makes consensual politics
all but impossible, or as ‘dominant-power politics’ (ibid.). The latter frequently
involves ‘re-launching’ the previous dominant, authoritarian elite under a different
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umbrella, such as nationalism, while continuing restricted party political com-
petition.

The following chapters explore the conceptual backgrounds to ‘transition’ and
‘post-communism’, the two main pillars of this book. Chapter 2 examines the
notion of ‘transition’ and its applicability to the developments in those countries
that had officially subscribed to ‘Marxism—Leninism’ or ‘communism’, but faced
the collapse of their regimes at the end of the 1980s/early 1990s. Much of the
discussion will focus on the economic aspect of transition, reflecting the importance
of that theme for policy makers and the academic debate. A successful economic
transition was widely regarded as the first step towards successful western-style
democratisation, but both method and outcome varied considerably: adopting
either an ‘all-out’, ‘revolutionary’ form of post-communist transition, abandoning
the old regime and adopting a new one wholesale — an approach dubbed ‘shock
therapy’ — or following a more gradual, evolutionary approach, shifting to a new
regime through modifying the existing system. In both instances, the resulting
challenges have been huge in terms of disruption to social, economic and societal
conditions, and ways of doing things. Post-communist transition turned out to be
much less straightforward and predictable than initially believed, reflecting, after
all, different circumstances, past experiences, social and political structures, and so
on. It is in this respect that the global perspective of post-communist change,
through the inclusion of so many different local/national paradigms, legacies, and
experiences, helps to shed light on the multi-faceted nature of ‘transition’. Looking
at individual countries or individual global regions alone cannot provide the
necessary breadth of analysis to catch the many different natures of ‘transition’.

Similarly, it is only through taking a global perspective, and thus including both
‘Second’ and “Third World’ communist countries, that the diverse notions of first
‘communism’ and then ‘post-communism’ become apparent. Indeed, as the cases of
Africa, Asia and Latin America will show, the usage of the terms ‘socialism’ and
‘communism’ had quite different connotations there than were held in Europe, and
‘resulted in a conceptualization of human nature divergent from both the Western
liberal view and from the more traditional Marxist view, at least as articulated by
Second World socialist states’ (Pollis, 1981). Indeed, ‘African Socialism’ (Friedland
and Rosberg, 1964a) and, later, ‘Afro-Communism’ (Ottaway and Ottaway, 1986),
sought to detach the principles of Marxism—Leninism from their European (and
thus colonial) background, and fuse them with pre-colonial African values and
social practices. In fact, Marxist socialist principles were ‘perceived as consistent
with the preservation of [traditional African] communal values’ (Pollis, 1981, p.
10). Thus, the negative colonial associations would be removed from the teachings
of Marxism—Leninism, allowing it to be portrayed as a truly anti-colonial battle
cry. Consequently, socialism and communism were associated with quite different
values and experiences from those of eastern Europe: liberation from external
domination, the regaining of political autonomy and, at least seemingly, control of
national resources. Doctrine was much less important than the new idealised
experience of regaining de jure independence. The label ‘socialism’ or ‘communism’
also served as a convenient label for an authoritarian single-party regime, usually
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including the revolutionary leadership. Similar underlying values of post-colonial
independence underpinned the socialist/communist regimes in Latin America,
with their distinct Latin features, such as the political ‘strongman’ and a visible
military presence in politics.

In China, as in the other developing countries, Marxist doctrine had to be
adapted to the pre-industrial, rural rather than high-industrial economy from
which it had been derived. Initially following Moscow’s advice and example, Mao
Zedong increasingly shaped his Chinese way of communist development, with its
much greater emphasis on personal improvement, and an individual’s contri-
bution to society, rather than reducing the individual to a minute cog in the big
machinery of state politics, as under Sovietism. Inevitably, these systems left
different legacies from the ones in Eastern Europe, where Soviet oppression and
occupation were the paramount experience and association with ‘communism’.
This translated into quite different values for ‘post-communism’. While in Eastern
Europe, and also many parts of the Soviet Union, it was seen as an act of liberation
and regaining of national autonomy, a sensation not dissimilar to that of post-
colonialism, no such clear positive associations developed in the other global
regions experiencing the change, or the end, of their communist regimes. There,
communist regimes ended either because of economic mismanagement or political
indifference, allowing strong leaders and elites to retain power, albeit under a
different, often nationalist label. In most cases, ‘communism’ had been more a label
of convenience than a dogmatic mission. Abandoning it when the raison d’¢tre had
disappeared was, therefore, not particularly difficult for most of them. Alternatively,
as in the case of China or Cuba, a ‘halfway house’ approach has been adopted,
seeking to combine one-party authoritarianism with a market economy to counter-
act the politically corrosive effects of continued economic struggles.

Chapters 4 to 8 explore the five global regions of post-/communist development
distinguished in this book: Central and Eastern Europe, the former Soviet Union,
China and Southeast Asia, Africa, and Latin America, especially Cuba. The
distribution of ‘communist’ countries across the global regions varies, as illustrated
in Figure 1.2. The largest concentration, not surprisingly, is in Eastern Europe and
the former Soviet Union, with the latter having been the ‘epicentre’ of communist
ideology and its implementation. China, by its sheer size, together with a handful of
smaller communist countries following the Chinese model, is also well represented
in the geography of communism. In Africa, there are several smaller countries
claiming to be ‘communist’, but there is no ‘big fish’ in the pond, reflecting the
relatively small-scale geographic pattern of African states. Lastly, in Latin America,
‘communist’ states were largely concentrated in Central America, although there
were some socialist governments outside, such as that under Allende in Chile in the
early 1970s (Moss, 1973).

The distinction being made between ‘Second’ and “Third World’, or between
European and non-European, or ‘colonisers’ and ‘colonised’, suggests that there
are deemed to be some similarities between the five regions’ socialisms/com-
munisms, and thus post-communisms. And the plural is used here deliberately to
reflect the many different ‘versions’ that developed within and between those
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regions. Africa, Asia and Latin America share their colonial legacies, the memory
of external domination, suppression, imported ‘alien’ societal and political-
administrative cultures, and externally defined territoriality and statehood. In this
context, communism was associated with freedom fights, liberation, greater
egalitarianism and control of national assets, and thus a sense of empowerment and
independence. The end of formal communist regimes was therefore associated less
with ideological considerations than with fundamental economic concerns of
survival in an increasingly more difficult and ‘anti-communist’ political-economic
environment. There was no longer a communist hegemon to offer economic
assistance, and western institutions were the only remaining source. Claiming
communist credentials was less helpful here in obtaining favourable consideration.
Meanwhile, in Central and Eastern Europe, the end of Soviet-imposed communism
was something akin to decolonisation, that is, the end of external control and
imposed alien societal and institutional-administrative practices and values. As
under decolonisation in the developing world, adopting the political-ideological
antithesis was considered a sign of liberation; a liberal, free market economy,
democratisation and internationalisation were seen as just the opposite of what
communism had meant, and that made all-out liberalisation and marketisation so
attractive. It was an act of emancipation and throwing out the old memories and
practices. Table 1.1 summarises some of the key characteristics of the five regions’
communisms and, accordingly, post-communisms, especially their origins —
‘imposed from outside’ against ‘chosen from within’.

The interaction with outside forces and influences, whether perceived or real,
has thus played a fundamentally important role in the attitudes towards communism
— seen either as part of a chosen, empowering path to self determination and
independence, or as the opposite, an instrument of oppression and subjugation by
an external hegemon. The CEE countries and many of the former Soviet Republics
fall into the latter category, while the developing countries fit into the former. Their
experiences are thus all but diametrically opposed, and this has shaped their
attitudes towards, and expectations of, post-communist changes.

Chapters 4 and 5 focus on the European dimension, although this extends into
central Asia through Russia/the former Soviet Union. During the Cold War, the
more general, popular use of the term ‘Eastern Europe’, or ‘Eastern bloc’ included
Central and Eastern Europe (CEE) and the Soviet Union, whereby this was largely
seen as identical with ‘Russia’. But there are important distinctions between the two
systems and the ways in which post-communism developed. Thus, for instance, the
former Soviet Union had been ‘installed’ some 30 years before the rest of the Com-
munist bloc, thus adding another generation brought up under the communist
regime. This allowed for greater deepening of communist doctrine in people’s
(including bureaucrats’) perception, thinking and action. In the CEE countries,
there was also a continued tradition of tentative democratisation, and a European
focus from before the Seond World War. This, together with the moral authority
of the Polish-born Pope, facilitated the grassroots movement that, in the end,
triggered the collapse of the communist states. These pressures for change were
decidedly bottom-up and started through informal lobbying.
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This contrasts with the Russian model of an elite-driven, top-down facilitation of
change, even if soon developing its own dynamism and far exceeding the original
agenda. Another important distinction is the multi-ethnic nature of the Soviet
Union’s territoriality, with many borders running through historically ethnicity-
defined areas. The end of the Soviet Union sharpened these dividing lines, as they
became international borders. In Central and Eastern Europe, by contrast,
statehood, nationhood and territoriality largely coincided, giving these states a
clearer and stronger starting position than those of the former Soviet Union (FSU).
The former Yugoslavia was the only state where internal divisions between
nationalities burst into the open, destroying the state as a consequence. These
variations in legacies between the CEE countries and those of the FSU resulted in
different transitional outcomes. While most central and many eastern European
countries have made clear strides towards a successful establishment of democratic
principles with popular involvement — that is, with clear signs of a developing civil
society — the situation is much less clear in Russia and, especially, the other former
republics of the Soviet Union. The difference is highlighted by the strong emphasis
on the ‘returning to Europe’ paradigm pursued by most of the CEE states and
formalised through their membership of the European Union. This also provides
further support for their economic development, and thus the acceptability of the
new conditions to their population. While the then Soviet General Secretary
Mikhail Gorbachev propagated the ‘Common House of Europe’, within which he
counted the Moscow-centred Soviet Union, such an affinity is less clear now. In
fact, the former Soviet Union finds itself beyond the reinforced, higher European
Union external border, with authoritarian streaks increasingly more prevalent,
thus bringing into question the degree to which its claimed democratisation is more
than a formal arrangement ‘to be seen to be doing it’. In the FSU, the top-down-
instigated changes towards democratisation have produced much less of a sense of
ownership by the people than has arisen in the CEE countries, where pressure for
change had been ‘from below’. Only now, as evident from events in Ukraine at the
end of 2004 and, albeit rather tentatively, in Azerbaijan almost a year later, are
popular claims emerging for more democratic involvement in politics and national
affairs. In a way, this suggests a move towards the CEE version of post-communist
development, with evidence of an emergent, nascent civil society. The way in which
democracy ‘comes about’, especially whether it is installed as a _fait accompli by the
ruling elites or chosen and struggled for by the people who are meant to be at the
centre of a democratic state, seems crucial for the quality of the resulting democratic
regime. Is it a merely technical or, indeed, practised form of democracy?

China illustrates a quite particular form of regime transformation — dispensed
‘from above’ by the incumbent political elite at varying doses. Having witnessed the
rapid disintegration of the Soviet Union, the up to then perceived bulwark and
spiritual and political bedrock for communist regimes around the world, the
Chinese government has sought to retain power by vigorously guarding the
established political status quo of one-party rule. Citing the doctrine of Mao Zedong
Thought serves as public legitimation for keeping the status quo in politics. At the
same time, market elements were carefully inserted into the economic sphere of the
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regime. The political elite is well aware of the vital importance of the economic
factor for the viability of the communist principle of government, drawing on the
European experience. China is thus effectively trying to ride two horses simul-
taneously, one representing the economic and the other the political-societal
sphere. Both are kept rigorously separate. While increased consumption seems to
serve as a substitute for a greater say in political matters, there are signs of devolving
economic responsibility to a more local level of decision-making to increase
productivity and responsiveness to the market. Pragmatic economic reasons are thus
the main driver of modifications to the existing system, not a wider, principally
idealistic interest in regime change towards a fully fledged democracy. In other
words, economic interests outweigh concern about full democratisation.

So far, the system has been very successful in terms of economic output, to the
extent that China is increasingly being portrayed as a potential major challenge to
established western economic interests and presumed certainties. But there are
signs of difficulties ahead, especially the widening and deepening inequalities at the
national, regional and local levels between those benefiting from the changes and
those who are not. So far, the ‘lid’” has been kept on any signs of emerging popular
political ambitions, including through limiting access to non-domestic sources of
information and, at times, the use of force. The big question is, therefore, whether
this course of pursuing two essentially contradictory systems — a liberal market
economy and an authoritarian one-party state whose political ideology rejects
private property and the principle of ‘the market’ — can continue to be maintained.
Certainly, the notions of ‘communism’, ‘market’ and thus ‘capitalism’ have lost
their seemingly clear, mutually exclusive, vehemently opposed nature as reinforced
during the Cold War. In China, they are forced to cohabit, uneasily perhaps, but so
far, economically, quite successfully. Chinese transition has thus followed a two-
track approach, surging ahead in one while steadfastly trying to stand still in the
other. At the same time, this has challenged the models of post-communist transition
propagated since the late 1980s in which marketisation and democratisation are
the two main, inseparable ingredients sine qua non. The Chinese model has so far
suggested otherwise.

Chapter 7 focuses on a much less widely reported global region, in terms of
regime change from communism to post-communism, or ‘socialism’. Compared
with the rapidly growing amount of work on China, reports on transition in Africa
are much fewer. The main focus of these studies is the emergence of ‘African
socialism’ (Friedland and Rosberg, 1964a) immediately after the end of colonial
rule in the late 1950s—carly1960s, followed by suggestions of ‘Afro-Communism’ in
the 1980s (Ottaway and Ottaway, 1986). The end of communist rule in Africa, and
subsequent developments, have been largely subsumed by more general discus-
sions on democratisation and regime politics on the African continent. But there
are a handful of countries that have attracted more attention, because of their more
visible stance on following a Marxist-Leninist, Moscow-friendly path of develop-
ment, in particular Mozambique, Angola and Ethiopia (Babu, 1981). Others have
proclaimed adherence to ‘socialism’, such as Tanzania (Saul, 1985a) or Kenya or,
in Northern Africa, Libya and Algeria. But the majority of those countries claiming
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to follow socialist principles used ‘socialism’ as a label of convenience for authori-
tarian regimes. The emphasis was on the formal arrangements of one-party rule,
promising a ruling elite able to claim power in perpetuity, rather than on the
underlying ideology. In effect, it was Leninism without the Marxist ingredients.

There were attempts at Africanising the essentially industrial and European
nature of Marxist doctrine, adjusting it to pre-industrial, agrarian societies, as
well as connecting it to African pre-colonial societal values. Immediately after
decolonisation, in the 1960s and early 1970s, ‘African socialism’ was propagated as
part of attempts at pan-Africanism, seeking to develop an African identity vis-a-vis
the former colonial masters, but also the world in general. Driven by idealist new
African leaders, more pragmatic considerations of maintaining control of the
inherited state structures, with their difficult ethnic legacies and needed economic
development, increasingly moved to the fore. This included using ‘socialism’ as a
means of playing one superpower off against the other to obtain development aid,
both economic and military. The end of the Cold War removed that opportunity
and thus the incentive to use the label ‘socialist’. Even the few more convinced
followers of Marxism-Leninism were eventually resigned to the reality of a one-
superpower world, and the paramount paradigm of democratisation and liberal-
isation as the precondition for obtaining development aid.

Claims to ‘socialism’ have come to be seen as anachronistic and ultimately
doomed. Proclaiming democratic principles has thus seemed more opportune for
those secking to stay in power and gain economic and financial support from
international agencies. After an initial ‘wave of democratisation’ in the 1990s, used
by many African leaders to claim or retain power, there now seems a growing
realisation among them that such systems may ‘turn real’, and people may vote
them out of office. There is a growing tendency among them, therefore, to renege
on the democratic principle to avoid such a fate (see The Independent, 16 Nov 2005).
Transition to a post-‘socialist’” or post-communist regime have thus been much less
profound than in the European context, being more part of a general ‘muddling
through’ way of governance than a pursuit of grand idealist strategies. Staying in
power is a much more immediate concern, a not untypical feature of politicians,
but to keep changing the system to suit that ambition seems more of an African
characteristic.

Similar ambitions, albeit in a somewhat different historical-cultural setting, can
also be found in Latin American countries, although perhaps less so in those
proclaiming adherence to socialism. Chapter 8 explores the nature of changes to
regimes that pursued a socialist agenda, most of them in Central America. The
most idealistically committed regimes have been those in Nicaragua and Honduras
and, still maintaining its idealism, Cuba. Others, like Chile under Allende, pro-
claimed socialism, but more as a political programme than as an ideology on the
basis of Marxism—Leninism. Cuba is clearly the most prominent representative of a
communist regime in Latin America, with its position just off the North American
coast adding to the poignance of its situation. It is not surprising, therefore, that
Cuba was seen by the “West” as a Soviet outpost. Nevertheless, the Cuban govern-
ment has sought to maintain a visible distance, emphasising national autonomy

14



INTRODUCTION

and independence. As in Africa, socialism, or communism, has been closely associ-
ated with ‘the revolution’ — that is, the break with external control and domination.
An important particularity is the personal authority of Fidel Castro who, as original
revolutionary leader, has gained legendary status. While seeking to maintain the
status quo of post-revolutionary authoritarianism under the umbrella of Marxism-
Leninism — suitably interpreted for Cuban conditions, the Cuban government had
to adjust its policies, if not so much the ideological rhetoric, to the new, post-Soviet
conditions. The end of especially economic but also political support has brought
aboutashiftin Cuban policy towards an emphasis on its Latin culture and traditions,
rather than Marxist—Leninist values. Cuba keenly observes the Chinese model of
separating economic development from political ideology and government, and
seeks to stimulate its own version of a dual economy — one for foreign investment,
one for domestic activities. All these changes have somewhat undermined the
rationale for maintaining the political status quo, especially the harsh economic
conditions in the early 1990s, but shifting the arguments towards nationalistic
themes, especially the notion of defending Cuban independence against an
imperial, hostile USA, has so far managed to keep the population largely behind
the government. Fidel Castro’s personality, of course, has helped to maintain the
regime’s authority. But it remains to be seen how a generational change, both
within government and ‘on the ground’, will affect attitudes and allegiances.

But what has become clear is the importance of the positive association of
‘liberation’ and ‘national independence’ with the communist regime and its claim
to power. This provided a sense of natural legitimacy for the government, albeit
with continued, considerable de facto external economic dependency. It is the
history and memory of the revolution that has allowed the government, so far, to
ride out economic dissatisfaction and disillusionment. But whether a new
generation, more detached from past events, will continue to give the government
that reverence and ‘benefit of the doubt’ remains to be seen. So far, ‘transition” has
been a rather stop—go affair, reluctantly permitted by the regime rather than
actively pursued by it. New personalities, affinities and loyalties may emerge in the
future, in the aftermath of a generational shift

Chapters 9 and 10 take a genuinely global perspective, exploring the different
global regions’ post-communist transitions from a thematic perspective — that of
cultural and national identity, and economic development and inequality, respec-
tively. The end of strict one-party control has meant the re-emergence of suppressed
ethnic and social identities, be they cultural, religious, or class-based. Often, these
identities are conflicting and contradictive, seeking to straddle ‘old’ and ‘new’
realities. Cuba’s dual economy, with ‘dollar apartheid’, exemplifies this division.
These economic differences translate into new cultural and social divisions, both
spatially — most visibly within the cities — and socially, such as between generations.
Itis these new differences and inequalities that are likely to pose major challenges to
the existing, often still emerging, new forms of post-communist government.

As the communist experiences fade into more distant (collective) memory,
reappraisals of those conditions may occur, leading to different reactions and atti-
tudes to those dominant in the immediate past. Already, there are signs of resurgent,
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more affirmative, less apologetic noises about the former communist state, such
as in the former East Germany, as the initially expected rosy realities failed to
materialise. The increasingly more obvious, growing inequalities between the win-
ners and the losers of the transformation process may well harbour considerable
challenges for policy makers in maintaining national and societal coherence. In a
way, this may be viewed as the second, more critical and informed phase of post-
communist transition. Changing the system and structures can be done quickly and
extensively. Changing people’s mindsets, expectations and memories 1s much
more difficult and takes much longer. In that respect, it seems, ‘post-communist
transition’ is far from ‘done and dusted’, but is still an ongoing process, if at a
different level and format than the rather simplistic state-centred perspective would
have suggested.
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SOCIALISM, COMMUNISM
AND AFTER

With a contribution by Tomasz Larycki

After the end of the Second World War, the new geopolitical division of the world
into a Soviet dominated ‘East’ and an American-centred ‘West’, and the associated
Cold War rhetoric, very much shaped the public discourse on the meaning of
‘socialism’ and ‘communism’. This discourse varied depending on whether seen
from ‘within’ or ‘without’ the countries experiencing socialist/ communist regimes
in practice. From an outside, western perspective, little difference was made
between the two concepts. Both were associated with ‘Moscow’ and the ‘Eastern
bloc’, and were thus by definition negative, inferior and hostile, or, in other words,
the antidote to a democratic market-based society. And it is the Soviet context that
socialism was closely associated with, ‘both by anti-socialist ideologists in the West
and by many in the East too’ (Nove, 1991). State domination, authoritarian
excesses, Siberian Gulags and continuous shortages (Carson, 1990) in almost every
aspect of consumption were the most frequent images projected about the perceived
reality of a communist regime. Of course, there were also socialist parties in the
West, campaigning on the platform of fighting against ruthless capitalism on behalf
of the exploited workers, and even communist parties, proclaiming allegiance with
‘Moscow’, not least in the form of the weekly Marxism Today, but they were largely
kept outside mainstream politics by the political elites. The key justification for
an envisaged ‘regime change’ from capitalism to socialism by this group was a
‘morally informed vision of a better life’ (Luntley, 1989, p. 3). In this ‘armchair’
socialism, greater morality, rather than a free market system, counted as the main
driver of improving people’s quality of life and ‘happiness’, however defined (see,
for example, Miliband, 1977; a good collection of Marxist and recent ‘post-Marxist’
papers is provided by Sim, 1998; and a much earlier collection by Miliband and
Saville, 1974). But ‘socialism is not a moral theory that offers a particular vision of
the good life, instead it is a theory about how the good life is possible’ (Luntley,
1998, p. 15). In other words, this understanding views socialism as an instrument,
as a means of getting to a ‘better’ form of society shaped by ‘good’ moral values,
such as equality. Consequently, Luntley contrasts two complementary theses about
the nature of ‘socialism’, one emphasising its pro-active nature shaping society
through a set of moral values, and one taking a more passive role, where it is
threatened as a morally superior form of society by the emergence by capitalism. It
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is this latter understanding — the contrast in social values and the nature of society
—that has underpinned the discussions on post-socialist transition and the contrast
between the ‘communist’ starting point and ‘neo-liberal’ end point of this shift.
Despite, or perhaps because of, the vivid debates during the Cold War and
immediately thereafter, the very meaning of ‘socialism’ as a state regime has
remained far from clear (Sik, 1991a), and been made even more complex and
uncertain by its often interchangeable use with ‘communism’, especially when
referring to the developments since the collapse of the Iron Curtain. This is despite
the differences in the words’ underlying meanings: ““Socialism” has come to stand
for so many things to so many people that the radical cause against capitalism has
been thoroughly blunted’ (Luntley, 1989, p. 2). Three main strands of argumenta-
tion may be identified at a more general level: for one, there is the difference
between ‘socialism’ and ‘communism’ as attributes of the ‘Eastern bloc’ states.
There were those with a ‘Communist Party’, like the Soviet Union, or a ‘Socialist
Party’, such as East Germany. There are different suggestions as to how to differ-
entiate the varying use of terminology in a more systematic way. Sik (1976) focuses
on the term ‘socialism’ and its varied usage: on the one hand, it ‘applies to the really
existing’ version of socialism, as evident from the various countries claiming to
follow its ideology, while on the other, there is the idealistic, philosophical version
propagated in the ‘West’ as idealising “Travel Brochure socialism’ (Luntley 1989).
The latter, also dubbed as ‘armchair socialism’, may be viewed as part of a backlash
against the New Right politics of Thatcherism and Reagonomics with their
emphasis on economic advantage at the expense of more direct societal concerns.
But much of'this debate was in intellectual, academic circles of the affluent, capitalist
‘West’, not in politics as part of a genuine debate on the respective virtues of the
two contrasting social-economic models — socialism versus capitalism. Perhaps
tellingly, the self-proclaimed ‘Western’ socialists were jokingly caricatured as
keeping Mao’s Little Red Book in the glove compartment of their Jaguar cars. The
venerable Marxism Today weekly newspaper may be seen as a beacon of this western
‘socialist establishment’. A number of left-wing academics followed a serious Marx-
ist analysis of economic and historic trends, inspired by the evident geographic,
social and political inequalities produced by ‘the market’, especially through
globalisation, and looked for alternative models of societal development.
‘Restructuring for capital’ and the ‘spatial division of labour’ became trademark
terms in the spatially focused analysis of that time (Massey, 1984, 1988; Massey and
Allen, 1988). But the reality of socialism in practice, usually represented by highly
authoritarian regimes, looked quite different from the ideal portrayed by the
western ‘socialists’ who always could resort to their established western lifestyles.
Differentiating between an ‘inside’ and ‘outside’ perspective raises connotations
of imprisonment — and, although not initially intended when choosing them, these
contrasting terms reflect a basic and most important feature of most communist
states, especially those following the model of the Soviet Union: the much-restricted
scope for residents to leave their country at will. Likewise, access from the outside
was strictly controlled. In this way, it functioned like a prison, and the features of
the Iron Curtain and the Berlin Wall very much highlighted, symbolically and
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effectively, this sense of imprisonment. Most of the affected residents felt it that way,
and the scenes witnessed when the Berlin Wall and the Iron Curtain came down
memorably illustrated this. From an ‘inside’ perspective, ‘socialism’ possessed
different connotations from those held ‘outside’, in the West. For once under
communist regimes, ‘deviations from socialism’ were seen as all things negative,
and thus ‘socialism’ was the criterion of ‘good’ public life - living and working — that
means first and foremost the individual’s contribution to building up a socialist
society, rather than the striving for personal financial gain (see also below the
discussion by Zarycki).

Then there is the confusion about the usage of the terms ‘communism’ and
‘socialism’. The terms, as well as their respective ‘post’ versions, are used in most
instances almost interchangeably (e.g. Kornai, 1992). There are some attempts at
distinguishing between the two in reference to their different historic meanings and
origins — Mandelbaum (1996), for instance, prefers the term ‘post-communism’ to
‘post-socialism’ — although both emphasise the dual nature of the term. Looking
both ways, back and forward, they link the legacies of socialism/communism to the
path of future development after the demise of the socialist/communist state
systems. Mandelbaum’s definition of ‘post-communism’ implies a Marxist-Leninist
implementation of the theory of ‘socialism’ through a strong role for an authori-
tarian Communist Party, usually through top-down pressure, resulting in ‘a
political system that was “totalitarian” in aspiration, aiming to control every aspect
of social life’. Sik (1976) sees this as part of the ‘perversion’ of the idea of socialism
through excessive bureaucratisation. “The instrument of control was the all-
powerful, hierarchically organized, self-selected, and self-perpetuating Communist
Party’ (Mandelbaum, 1996, p. 1). Claiming a unique predisposition to implement-
ing the ideas of Marx (the idealist) and Lenin (the pragmatic politician), the Party
claimed a monopoly of power as a logical conclusion. As such ‘it was responsible
for, among other things, managing the country’s economy, which was “planned”
in the sense that important decisions were made by administrative fiat. Party
officials, and not the ebb and flow of supply and demand, determined what would
be produced and grown, in what quantities, and the prices at which what was
produced would be sold’ (Mandelbaum, 1996, p. 2).

This central control of the economy, through exclusion of the market, is unique
to the communist system among all other totalitarian regimes, and was a sine qua
non. Any private activity, whether political or economic, or even cultural, was
strictly controlled and censored, and, if deemed potentially to undermine the
Party’s and the apparatchiks’ claim to power, suppressed. It is in this sense that the
terms ‘socialism’ and ‘communism’ will be used here: ‘socialism’ and ‘post-socialism’
refer to the theoretical ideas as developed by Karl Marx, arguing for an ultimate
redundancy of the state vis-a-vis a homogenous, essentially egalitarian society. The
terms ‘communism’ and ‘post-communism’ are used for the practical application
of these ideas through an authoritarian regime to the practical organisation of a
state, following Lenin’s model of applying Marx’s ideas.

Despite the general common ‘standard’ characteristics of ‘communism’, there
were considerable differences in its national implementations, not only between the
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countries of Europe and those in other parts of the world — largely pitching
‘industrialised’ against ‘developing’ countries —but also between the 27 countries of
‘Eastern bloc’ Europe and the former Soviet Union, especially Central Asia (see
e.g. Lock, 1994). These differences reflect national particularities in culture, tradi-
tion or development status, but also positions in the global framework as between
Berlin and Vladivostock, for instance. Thus, in Poland, the Catholic church gained
considerable influence, especially after the papal election of a Polish bishop, and
farmers maintained their non-collectivised peasant structure, despite governmental
pressures, reflecting a stronger commitment to Polish nationalism than to Moscow’s
orders. Hungary introduced market reforms for the agricultural sector, and Tito
balanced Yugoslavia between Moscow and western Europe, allowing Yugoslav
workers to go to Germany for temporary employment as ‘guest workers’. Even
greater differences existed in comparison with the Central Asian Republics, for
instance, where powerful, autocratically ruling local clans were often more
important than the far-away Supreme Soviet in Moscow, and the black economy
was widely tolerated and accepted throughout the Caucasus region. Thus, estab-
lished local/regional practices and ways of doing things mixed with particular
national/regional circumstances, which then produced various versions of com-
munism in practice. The already considerable differences at the Eurasian level
became even more diverse when other global regions and their particular legacies
and practices were included, especially the African countries running under the
banner of socialism, or China and Cuba.

With such diversity in the use of the term of ‘socialism’, it is not surprising that
Balcerowicz (1991, 1995) asks what ‘socialism’ actually means. Isit social democracy,
asin Sweden, based on a genuine idealistic concern with social welfare, egality, and
communitarianism, or is it merely a label of political convenience for an authori-
tarian one-party state system? He believes that behind all these various concepts of
‘socialism’ stands the idea of ‘universal happiness’ (Balcerowicz, 1993, p. 20), and
any deviation from that, whether in a democratic or an authoritarian socialist
system, 1s thus seen as by definition aberrant. Nevertheless, the use of the term
‘socialism’ per se is diverse, suggesting a fuzzy underlying rationale. Balcerowicz
(1995) distinguishes four broad categories: (1) the idealistic quality, where ‘socialism’
refers to socialist ideals about the desired egalitarian state of society; (2) the economic
dimension of socialism, with the main focus on economic management as centrally
regulated system; (3) the doctrinal usage of ‘socialism’, usually derived from
Marxist-Leninist teaching and seeking to legitimise the aims and rationales for the
development (and, if needed, imposition) of socialist systems as superior to other
(capitalist) systems; and (4) the programmatic use of the term, where ‘socialist’ has
been employed as a label for political parties and their programmes.

This vagueness of the understanding of ‘socialism’ has been exacerbated by the
increasingly broadened definition and use between and within the communist
countries. For instance, African communism was quite distinctly different in its
ideology and rationale from Cuban, Chinese or Soviet communism, although,
from a western perspective, they were all seen as part of the amorphous ‘Eastern
bloc’. Within these countries, the use of the terms ‘socialism’ and ‘communism’ also
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varied over time, owing to ‘amendments’ and modifications to justify particular
policy measures. This ‘almost unlimited expansion of the concept of socialism’
(ibid., p. 20) has two main causes. First, it evolves from a necessary response to a
perceived crisis in the countries that adopted socialism as the dominant ideology,
and the term was stretched to justify these policies and their outcomes. At times,
this went as far as arguing that liberal economy and socialist principles are essen-
tially in harmony, despite the fundamental contradiction of liberalism to Marxism
in terms of the efficient workings of ‘the market’. Whether issued by the current
Chinese government, or in the 1987 resolution of the Hungarian Workers’ Party,
these are attempts by reformist, non-orthodox communist governments to explain
the inevitable contradictions between ‘plan’ and ‘market’ (Sik, 1967) to the people
in an attempt to justify the continued upkeep of the communist system altogether.
The second reason was to pave the way for the envisaged changes, and to blunt
likely attacks by traditionalists within the Party on these changes as a betrayal of
socialist/communist ideals.

But delivery of these achievements was through centrally controlled development
only, excluding private initiative. The inevitable result was a massive increase in
bureaucratisation, with all its costs and inefficiencies, undermining its very func-
tioning. Indeed, ‘in Eastern Europe official propaganda has for decades equated
socialism with the system imposed by the communist party, and so with poor
quality, neglect of consumer interests, inefficiency, empty shelves and poor service’
(Nove, 1991, p. 87). It is not surprising, therefore, that the word ‘communism’ is
being used from ‘within’ the CEE states to sum up the rejection of the socialist
experience per se. Referring to the example of Poland, this is discussed in more detail
in the section below by Zarycki.

The lack of democracy made a crucial difference to the form of socialism
envisaged by Marxist ideology, with the Communist Party claiming an irrevocable
absolute grip on power. In reality, therefore, instead of democratic control through
the masses, as envisaged by Marxism (Berki, 1988), a new minority dictatorship was
created, which was a far cry from the officially propagated ‘workers’ democracy’.
Lenin’s supporters admitted as much, when referring to the ‘dictatorship by the
proletariat’ as the foundation of the state. Any attempts to claim more influence by
the population were immediately and, if necessary, violently suppressed. As a
result, public life, and with it an active civil society, withered away, replaced by a
new political and bureaucratic elite, recruited selectively from the ‘proletariat’ as
the stalwarts of the new envisaged society. Many of the created ‘democratic’
institutions were little more than mere loincloths for an authoritarian regime.
Infamously, the saying goes, the leader of East Germany, Erich Honecker, once
questioned about the democratic credentials of his regime by his own apparatchiks,
said that ‘it needs to look like democracy’, and nothing more.

It is this domination of all aspects of life, from general politics, via the economy,
right down to individual organisations and clubs, even if for nothing more sinister
than pigeon fanciers, that crowded out any signs of independent activity. Apart
from the direct costs of maintaining a huge bureaucracy to monitor all those
activities, there was the indirect cost of lost economic opportunities through
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state-imposed inertia and bureaucratisation. Given the importance of ‘functioning’
within the state/party to set targets, bureaucracy mattered over competence when
seeking promotion. As a result, the economic interests of the bureaucrats were
focused primarily on their immediate position in the apparatus and how decisions
could promote them. Actual economic improvement through genuine productivity
gains was not the main interest. Instead, achieving centrally set targets, usually of a
quantitative rather than qualitative nature, were seen as a ticket to higher office (see
also Sik, 1976). Quantity looked good in statistics, whereas there was no officially
relevantfeed-back on quality. In the absence of choice, quality was almostirrelevant.
This focus on delivering on quantitative targets applied to all levels of the
administration right down to the business manager. Manipulating figures and
reports so as to suggest steady improvements to output and achievement, at least, if
not over-achievement of production targets, was in the interest of everyone within
the state system. It all hung together. Good results helped legitimise the system’s
way of operating and with it the underlying Marxist-Leninist ideology in general,
and individual local apparatchiks, more specifically.

Back in the 1970s, when the communist world still looked firmly entrenched and
secure, Sik (1976) examined the conceptual-theoretical meaning of ‘socialism’
against the background of socialism in practice, as implemented by the authori-
tarian ‘communist’ regimes established across the ‘Eastern bloc’. He emphasised
that itis the ‘communist parties’ that, with repeated, dogmatic reference to Marxist—
Leninist theory, propagate their hold on absolute power in ‘their’ states. They use
this reference as their legitimation to maintain power, and suppress any attempt
at challenging this primacy by denouncing such challenges as ‘anti-socialist’,
‘reactionary’ and ‘counter-revolutionary’. This aggressive defence is regarded by
Sik (1976) as an attempt to disguise the obvious discrepancies that had emerged
between Marxist-Leninist theory and its implementation as applied in state
socialism ‘on the ground’ (Lane, 1996; see also Snooks, 1999). In this respect, Sik
(1976) identifies three key points:

1 The basic principles of the regime, such as centralised economic planning and
the unchallengeable leading authority of the communist party, are propagated
as ‘essential’ socialist ingredients. The main concern is effectively instrumen-
talist, focusing on technocratic concerns with production and modernisation
through a strictly centralised regime (Kautsky, 1998); people are valued
primarily as functioning parts of the productive economic system, rather than
as individuals with a concern for improving their quality of life. In particular,
Leninism’s emphatic modernisation agenda for a largely agriculturally
dominated economy appealed to many post-colonial developing countries, as
it combined a strong modernisation agenda with a state-centred, dirgiste
tradition (ibid.).

2 The second principle is the selective, instrumental use of Marxist-Leninist
theory to justify party political policies and ambitions, preaching the liberation
of people from state control and suppression, as long as the state is ‘capitalist’,
but propagating no such thing if the system is ‘socialist’.
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3 The third key feature is a refusal to critically review the validity of Marxist—
Leninist economic analysis in the light of the actually experienced difficulties
and, instead, clinging dogmatically to the nineteenth-century-inspired
ideology. As a result of the supreme importance of dogma, evident weaknesses
and shortcomings in the chosen development path were ignored and denied,
including costs in peoples’ welfare. With no official voicing of criticism, let
alone opposition, permitted, there was no mechanism for challenging estab-
lished practices in policy-making, once established. Consequently, Marxist—
Leninist theories evolved into a dogmatic, static credo propagated by the
communist states, whose main ambition was to maintain the communist party
state.

Overcoming these considerable systemic deficiencies was, according to Sik
(1976), the precondition for transferring the actually existing form of socialism into
a genuinely socialist system. That, he continues, would include the application of
democratic principles; indeed, ‘socialism cannot be realised without democratic
conditions’ (ibid., p. 15). Accordingly, the so-called socialist system of the Eastern
bloc cannot really be called ‘socialist’ in the conceptually intended sense. Rather, it
should be labelled as ‘Communist’. He thus chose the term ‘communist’ to label the
ideology-driven, dogmatic state-socialist system practised in Central and Eastern
Europe. ‘Communist’ is also used to indicate the leading roles of the various
countries’ Communist Parties in establishing and maintaining those systems and
their own hold on power. In practice, these are provided by the power of the
bureaucratic apparatus and the state-monopolistic economic structure (Sik, 1976).

Looking at the socialist economic system, its main distinctive feature is its base in
social ownership of the means of production. By definition, it excludes private
ownership, and even contradicts it. Social ownership is the opposite to private
ownership. The main rationale for socialisation was, first, income from private
ownership, especially rents, was considered ‘unearned’ and inherently exploitative
and against the working classes. This sort of income was seen as the epitome of
‘greedy capitalism’, and translated into the abandonment of much of the old
housing stock as the owners were vilified and then ‘socialised’. Second, private
ownership of the means of production (the second stand of capitalist domination)
was condemned as inherently wasteful because of its competitiveness and inherent
lack of coordination. Instead, the rational, detailed and overarching planning
would avoid such inefficiencies and maximise productive potential, in effect saving
the economy from the capitalist in-built road to self-destruction. Private property
makes such central planning impossible and thus jeopardises efficiency gains in the
economy. The logical consequence is to abolish private ownership and replace it
with public ownership and thus total control of all aspects of the economy in the
interest of its best efficiency.

This essentially follows Marx’s doctrine/reasoning. “Therefore, regardless of
what Marx’s dreams were, the only real form of social ownership compatible with
his vision of socialism is a market-less economic system, is centralized state
ownership. Real socialism . . . is thus in this respect in basic agreement with what
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Marx’s vision of socialism really contains’ (ibid., p. 25). But increasingly, ‘new’
models of socialism emerged in response to the evident sub-optimal performance of
socialist economy, as in Hungary’s ‘Goulash communism’ (Kornai, 1990, p. 255),
moving rather towards the principle of a more subtly regulated ‘socialist market
economy’ (Kovacs, 1991; Pierson, 1995) — although that would appear a contra-
diction in terms. This reflects a reduced emphasis on ideology among the political
elite, realising the need to face, and respond to, the reality of economic deficiencies
and a relative weakening vis-d-vis the western market-based system. But ‘socialist’
is understood primarily as ‘social ownership’, and thus the avoidance of the
inefficiencies inherent in free markets is seen as a good enough reason to continue
the socialist approach. Indeed, socialism may be seen as following communism
(Pierson, 1995), effectively implying a return to the idealistic virtues of socialism
after their seeming betrayal through the perceived aberrant misappropriation of
the idealist principles by communist rule.

Brus (1991) echoes the three key elements identified by Sik (1978) for the
Marxist system presented above: (1) socialism as the legitimate outcome of historic
development and thus successor to capitalism; (2) socialisation of the means of
production as guarantor of wider participation in its outcomes, essentially a wider
‘shareholding’; and (3) the perception of socialism as an ‘end’ of historic processes
(societal evolution), its undertone revolutionary and disruptive to existing struc-
tures. “Soctalism was thus the first pre-designed sociol-economic order, a mega-experiment in
soctal engineering’ (Brus, 1991). The underlying notion is thus democratisation of the
economy and means of production. In reality, however, ““real socialism” is evidently
lacking — by almost universal admission nowadays [that’s 1991!] — the democratic
political component. For many this is a flaw which makes any generalisations about
socialism based on this experience illegitimate’ (Brus, 1991, p. 51), but this, Brus
argues, 1s more or less throwing the baby out with the bath water. With state
ownership as central plank of the ideology, ‘real socialism’ was applied socialism.
Indeed, he continues, ‘if one looks for socialism as a bounded system, a distinctive
socio-economic formation, it would be hard to find anything else of such a close fit’
(Brus, 1991, p. 51).

Not surprisingly, therefore, China seeks to hold on to some form of state control
of the economy to maintain the mantle of ‘socialism’ for its regime. But it also serves
to protect the political elite’s position in power. Essential, however, for the func-
tioning of the system, was keeping control of state bureaucracy and the central
planning apparatus. Consequently, in those cases where reforms of socialism were
pushed, including China, “The arbitrariness of central planning was to be checked
... by the postulated pluralism in the political sphere’ (Brus, 1991, p. 52). It was thus
about changing the ways of defining targets, rather than the nature of the control
system per se. The principle of top-down managed bureaucracy was sacrosanct as a
distinctive feature of socialism. Inevitably, this ‘fiddling on the edges’ could not
really address the problems emanating from the system. All it could do was change
from direct to indirect bureaucratic control (see also Kornai, here referred to in Sik,
1991a), whereby the allocation of investment was the main and most effective
instrument of control and encouraged an extension of control into ever smaller
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issues. But ‘letting the capital market in has ... profound consequences for the very
concept of a socialist economic system’ (Brus, 1991, p. 53). This is because the
capitalist market challenges the very existence of the main pillars of socialism:
planning as ex ante design of economy and society, the mechanism of distributing
resources, and the dominance of political considerations (see Brus, 1991, p. 54). It
is the planning aspect that is particularly important, and crucial for shaping and
maintaining the essence of socialist principles. A mixed economy, combining a
sizeable non-state sector of cooperative and private/quasi-private enterprises,
seems to be the main element in establishing market and state control (ibid.). And it
is political pluralism that is indispensable for managing the transition ‘from the old
to the new economic system’ (ibid., p. 55). This shift acknowledges the no longer
valid justification of a command economy as being most effective in overcoming
(initial) underdevelopment, and favours instead the adoption of a social (market)
democracy (ibid.).

But was there scope to modify the system and improve its economic perform-
ance? By the same token, Sik maintains that this does not necessarily have to mean
that socialism cannot work at all, but merely that adjustment to the system and less
dogmatism are necessary, leading to his ‘third way’ model, and coining that notion
long before New Labour in Britain adopted it in 1996/7. This “Third Way’ he
primarily understands as a shift away from the now discredited term ‘socialism’ as
implemented by the Eastern bloc states (‘real socialism’). Effectively, he advocates a
model that includes a good dose of market principles, while allowing continued
‘adjustment’ and ‘tweaking’ of the system to deliver the goods (literally). The
outcome is a social market economy, not unlike the post-war German model or
Sweden’s, hailed by many as the most successful example of ‘true’ socialism, or
‘Humane Economic Democracy’ (Sik, 1991a, p. 17). ‘In fact, Sweden may be the
nearest form of quasi-socialism which might be acceptable to a West European
electorate’ (Nove, 1991, p. 83). But it is only ‘quast’ in Sweden, because there is
no planned economy, and it is thus missing an essential element of a state-socialist
economy.

Summing up, state-socialist systems — and it is the organisation of the economy
that fundamentally shapes the concept of ‘socialism’ — are characterised by the all-
dominant role of the state and, by extension, of the communist party as the only
party seen as possessing the historically derived legitimacy to rule for the benefit of
the ‘proletariat’. Drawing on the nineteenth-century exploitative nature of the
newly established industrial capitalism, the relationship between capitalists, seen as
owning all means of production, and the workers, with no access to these means, is
portrayed as inherently antagonistic. The representation of those disempowered
‘masses’ to help them to their ‘fair share’ of the gains of industrial capitalism, is
portrayed by communist ideology as a historic responsibility. While Karl Marx
envisaged the state as ultimately becoming superfluous after overcoming the domi-
nantrole of capitalists, the actual, implemented communist systems worked through
an all-powerful state under the communist party’s hegemony. The resulting one-
party state controls all aspects of public, and many of private, life. Rejecting the
principles of capitalism, and thus the workings of ‘the market’, its main distinctive
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feature, is its base in social ownership of the means of production, thus eliminating
the key driver of markets as mechanisms of distribution and allocation of resources.
Social ownership contrasts with private ownership. The main rationale for
socialisation was the cutting out of rent-seeking behaviour: income from private
ownership, especially rents, was considered ‘unearned’, inherently exploitative and
essentially unethical, epitomising ‘greedy capitalism’. Adopting a strict planning
regime instead of the ‘unfair’ market was thus presented as a natural response to
the inequalities generated by the market. In practice, this ‘plan’ exceeded the
economic sphere of resource allocation and became a controlling instrument of
society and politics in general. Because of'its roots in nineteenth-century industrial
soclety, its rationale and objective reflected the conditions then, and it was the
resulting ideological conclusions and policy responses that were continuously
reproduced over the subsequent centuries, irrespective of the changing techno-
logical, economic and social conditions in ‘industrial society’ elsewhere. The result
was the maintaining of a time-warped world and world view, which, eventually,
was overtaken by the forces of discrepancy between conditions and rhetoric
‘inside’, and social-economic conditions ‘outside’ the communist world. In some
countries, the realisation of this discrepancy had led to tentative ‘tinkering’ with the
—economic —aspects of the system by their respective governments. Yugoslavia, for
instance, sought a less dogmatic, more pragmatic and technocratic approach in a
‘socialist market economy’, although that is in essence a contradiction in terms, of
course. But it was not until the Chinese government responded to the discrepancy
visibly and increasingly determinedly at the end of the 1970s, that evident
shortcomings in the implementation of communist ideology were admitted and
discussed, leading to progressively bolder changes towards marketisation. But these
changes — and permitted debates — were almost exclusively restricted to the
economic side of the communist state (see Chapter 6). The outcome has been
various forms of ‘post-communism’, as discussed in the next sections.

The ‘socialist market economy’ has been promoted as an alternative ‘third way’
between a centrally planned socialist economy and a free market economy. It is
thus seen as different from capitalism, although the nature and extent of that
difference are not so clear. In the author’s view, ‘it is an economy where the market
mechanism is the dominant mode of coordination in the sphere of private goods,
that 1s, goods which can be distributed among individual users’ (Sik, 1991a, p. 28).
The very nature of a market mechanism as a mode of coordinating supply and
demand would make any interference thus seem counter-effective, especially
centralised decisions affecting local transactions. The rationale (and justification) of
the socialist market economy is that there should be no centralised control, but
decentralised facilitation of a demand-to-supply mechanism. This, at least, is the
rationale of the ‘in between approach’, but ‘muddling the concept of socialism is
probably thought to be a price worth paying for the — hopefully — increased chance
of introducing new arrangements’ (ibid., p. 29).
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Types of communism/socialism

Discussions on possible different meanings of, and approaches to, ‘communism’ in
different countries go back to the creation of the Soviet-centred Eastern bloc after
the Second World War, because it encompassed so many different national cul-
tures and circumstances within Europe and, especially, beyond. Thus, for instance,
China set out to develop its own ‘variation’ of socialism, with distinct differences
from the original Soviet version, which it sought to copy at first. China saw itself
increasingly as the pioneer of an approach to building communism that was much
more geared to the particularities of a developing, and post-colonial, pre-industrial
country, than was Russia. The result has been a competition between the two largest
states following communist doctrine for influence in Asia, and the emergence of the
Maoist version of communism with its roots in the rural parts of the country. But
following the death of Stalin, and particularly since the Polish and Hungarian
rebellions of 1956 against the imposed Soviet communist system, scope for diver-
sity and individual national paths of communist state building were continually
rolled back by Moscow for fear of losing control.

While after Stalin’s death the Soviet Union was ready to take a more pragmatic
approach to diversity in implementing communism — or socialism, as some of the
countries, and their parties, preferred to call it — they were also concerned about
disunity and ‘Titoisation’ potentially challenging their hegemony within the
Eastern bloc. Instructively, the Moscow Conference of 81 Communist Parties in
1957 very much revolved around the debate on the essence of a socialist state, and
how much leeway there should be to find and implement national interpretations
of it. The outcome was a package of minimum sine qua non requirements for
constructing a socialist state (see Zagoria, 1963, p. 12). These included guidance by
the working class as expressed by a Marxist-Leninist Party (effectively proletarian
dictatorship through the Party), replacement of capitalism through public owner-
ship of the basic means of production, gradual socialist reconstruction of agriculture
(collectivisation), planned development of the national economy to raise people’s
living standards, effecting a socialist revolution in culture and ideology, and
solidarity between socialist countries as “proletarian internationalism’ (ibid., p. 13).
Noteworthy is the rather general, broad phrasing of these minimum requirements,
refraining from seeking to impose the particular Soviet interpretation, and giving
scope for variation and diversity within the bloc. But this applied primarily to the
international or, rather, inter-continental dimension of implementing socialism,
and here the difference was between largely agricultural, post-colonial countries,
and the industrialised countries of Central and Eastern Europe. The varying
degrees of interest taken by Moscow in different parts of the world were reflected in
their concern with ensuring control, and the CEE countries were economically,
and politically and strategically, the main asset. They were also, with distinct
national histories and identities, likely to be the most ‘unruly’, and thus running a
tight ship with them seemed opportune in order to maintain control. Correspon-
dingly, China, the other ‘big fish in the pond’, saw itself as better equipped to
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respond to the developmental issues of countries outside Europe, because of its own
colonial history and pre-industrial developmental state.

“‘So long as the process of socialist construction is led by a Communist party and
includes nationalization of industry, collectivization of agriculture, and loyalty to
the Soviet Union, it would seem that the attitude toward diversity reflected in this
document is quite permissive’ (ibid.). However, it is this very diversity, so obviously
seen as necessary in the late 1950s/early 1960s, that later became ignored and
ruled out by doctrine and the strong hegemonic, superpower ambitions of the
Soviet Union, especially under Breshnev. Diversity was seen as weakness and the
beginning of a possible disintegration of the empire. But these concerns became
more immediate amid growing signs of economic weaknesses, structural problems
and public disillusionment during the 1960s and later. It is this more global outlook
of Moscow’s, especially in looking at western Europe and the USA as competitors
and challengers, that distinguishes its views and policies from the ambitions and
perspectives of China’s communists. Their main focus has, until recently, been
much more concerned with the Asian continent first and foremost, rather than on
ambitions as a global political player. Only now have its interests, not least driven
by its economic ambitions, moved to a global scale.

The two countries reflect their different historic traditions and ambitions. “The
Maoist attempt to distinguish the Chinese revolution as a model for all backward
areas of the East, from the Russian Revolution, which was the model only for the
more advanced capitalist countries, can be traced back at least as far as 1940, when
Mao’s On New Democracy was published’ (Zagoria, 1963, p. 16). He contrasted his
version of socialism with the Soviet model of dictatorship by the (largely urban)
proletariat. China’s much greater dependence on peasant agriculture with low
degrees of urbanisation and industrialisation caused it to project itself as the cham-
pion of socialism for all other ex-colonial, underdeveloped (agrarian) countries.
China was much less developed economically than Russia, with a lower degree of
mechanisation and urbanisation even in 1917, while possessing a higher popula-
tion growth rate than the Soviet Union until the 1960s. Because of this low level of
development in China, any disruption to the social and economic order in
agriculture during a revolution would be much less costly for the peasants affected.
There was not much more to lose, whereas Russia’s rural economy collapsed and
impoverished the rural population, especially under Stalin (e.g. Carson, 1990). In
addition, China adopted a much slower pace of collectivisation than Russia under
Stalin, allowing the rural population to get used to the new situation. The Chinese
government’s drive to collectivise also needed to take the greater fragility of the new
collectivised system into account, unlike Russia/Soviet Union. The lower degree
of technological input in China also meant that individual peasant farmers quite
easily could, at least technically, leave the collective without losing their means of
economic survival. They were not dependent on centrally provided equipment.
Large parts of the population in China thus have a quite different memory of
the emergence and implementation of communist rule than in Russia with its
much more traumatic events. Whereas Russia’s approach was truly revolutionary,
China’s way into communism was more a gradual evolution, although with
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varying speeds and degrees of intensity. Worst of all, probably, is the memory of the
period of the Cultural Revolution of the 1960s, particularly for the urban popu-
lation, showing distinct parallels to Stalin’s methods in the Soviet Union. But
generally, China could, and did, draw on the Soviet experience and sought to avoid
the mistakes, including those leading to the eventual break-up of the Soviet Union
in 1991. In any case, China’s experience with, and implementation of, socialism
was distinctly different from that of Russia, and this seems to have had a major
impact on the two countries’ approaches to post-communist transformation and
reform.

Twenty-five years after Zagoria’s assessment of communism and its varied
implementation, and just before the collapse of the communist state systems, Smith
(1987) offers an interesting analysis of the emergence of ‘modifications’ from
Marxism via Leninism, to Maoism and to ‘Fidelism’. He points to the common
origins of the emergence of communism, because ‘in Russia and China alike a large
peasant population subjected to severe economic hardship was ruled over by a
bureaucratically cumbersome government badly shaken by foreign defeats’ (ibid.,
p. 19). But this apparent similarity is largely superficial only. Underneath, there are
distinct differences, translating into today’s differences in the nature of develop-
ments since 1990. Smith characterises the nature of communism as shaped by the
underlying idealism of a more harmonious, cooperative, rather than competitive
society. This links to the notion of class struggle as the second key feature of
socialism. Common idealistic roots with the humanist movement of the nineteenth
century are obvious, and this includes a distinct dose of inherent paternalism.
Following on the heel of the changing nature of society towards a more communally
focused arrangement, Marx concluded that subsequent political change would
make the state redundant as a mechanism of control and coercion. As soon became
evident, however, this ideal was quite different from the implemented reality,
where state and control were writ large. This ‘adjustment’ to reality was essentially
the input of Lenin, who revised the idea into a practical programme of implemen-
tation, thus extending the concept of socialism into ‘communism’ (Smith, 1987, pp.
24-25). In other words, state socialism is essentially a contradiction in terms, and
would be better termed ‘communism’ in the Leninist sense. This, again, links the
first realisation of Marx’s ideal to the particular process of implementation through
Sovietisation. It is, therefore, not so surprising that in Central and Eastern Europe
‘socialism’ 1s widely referred to as ‘communism’, emphasising the reference to the
Leninist-Soviet version, rather than the idealistic idea from which it emerged (see
Zarycki’s excurse below). It is the party leadership and its totalist claim to represent
all proletarian interests for the better that has come to define socialism in its really
existing version.

Marx envisioned liberation as a decidedly popular affair, but he never set
forth the exact function of communism as a vanguard . . . Thanks to
Lenin, however, the party’s functions have been enormously expanded
and spelled out in some detail. Its leadership of the masses has now become
total, accountable and permanent, while internally it is structured along
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the lines of ‘democratic centralism’, a form of military regimentation in
which the party rank and file is obedient to the will of those at the top of
the party hierarchy.

(ibid., p. 24)

The communist party has been instrumental in promoting/facilitating commu-
nist states, yet at the same time, ‘the party’s subsequent monopoly of power has
stifled cultural life, handicapped economic development after a certain level of
growth, and created a series of rigid and often cynical political systems that are
beset by succession crises, personality cults, and the threat of terror’ (ibid., p. 23).

Taking a retrospective look, Kornai (1992) identifies five main competing
paradigms of communist behaviour: (1) communism as a totalitarian system; (2) the
utopian nature of communism, promising rewards after the struggle before; (3)
communism as a radical modernisation agenda through forced industrialisation
(Kautsky, 1998); (4) the communist party as agent of ‘engineering’ a new society
and political consciousness; and (5) the planning-focused nature of communism,
excluding the market as allocative mechanism. In addition to those ‘standard’ five
leading paradigms, Kornai (1992) suggests a sixth, the ‘reconstructionist’ or exter-
nally oriented, competitive paradigm, that is an inherently expansionist, militarily
focused agenda, contrasting with the internally directed ‘modernising’ ‘develop-
mental’ agenda.

Its inherent rigidity, and unwillingness to learn institutionally, ultimately caused
the communist system’s downfall, as it failed to admit the evidence of, and permit
modifications and adjustments to, the rigid, technocracy- and bureaucracy-
dominated political-economic structure. The Solidarity movement in Poland in
the 1980s, and the 1970s move of establishing Eurocommunism as a more CEE-
based version of Marxism—Leninism, attempted this, but they were rebutted by the
defenders of the status quo. Leninist parties vehemently resisted adjustment and
change, concerned about losing the ideological clarity of Marxism—Leninism
as their main source of legitimation, and seeing the argument for justifying their
continued claim to absolute power weaken. Not surprisingly, therefore, the
perceived challenge and threat by the western system to their own created a siege
mentality among communist regimes, which served to justify ‘crackdowns’ on
dissidents and any sign of rebellion or even criticism. This included declaring a
state of emergency and martial law, thus abandoning the last bit of pretence of a
‘democratic’ state.

The nature of ‘post-communism’ and
‘post-socialism’

Speaking of post-socialism or post-communism as a singular case obscures the fact
that there are many different versions of post-communist development. These
originate from the many variations in the conditions surrounding the formal
end of the communist regimes, and the legacies left behind by them. Referring to
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the situation in eastern Europe, Fowkes (1999) distinguishes between four main
features of post-communist transition:

1 The first characteristic involves distortions inherited from a malfunctioning
socialist system, including such typical features as a ‘shadow economy’, as
reflection of attempts to bypass the state. This derives from a deeply rooted
sense of irresponsibility to the state and society. The latter 1s a result of the
division between public and private spheres, where only the latter permitted
expressions of views about the system and state without danger of persecution.
The resultant destruction of any sense of community has become a major
negative legacy for the development of civil society to make democracy
genuinely work as a community-based project.

2 The second feature includes the role of legacies, that is re-emergence of pre-
communist inheritances, divisions and inequalities, such as religious, ethnic or,
indeed, economic differences in a societal and geographic sense.

3 The third factor refers to the ways in which the post-communist systems were
inaugurated, especially the re-creation of a market economy. In most cases,
encouraged by a beliefin ‘shock therapy’ (see Chapter 3), the principles of the
newly established market economy itself contributed to the destruction of large
parts of the national economies, with their inherited inefficient means of
production, and ideology rather than economy-driven geographic distribution
of places of production. They were dependent on state support, and the return
of market principles meant that their lack of competitiveness was quickly
exposed and they either collapsed immediately (as in eastern Germany) or had
to be artificially kept alive through state intervention, at least for a transition-
ary period (e.g. Gzech Republic).

4 Fourthly, a new middle class, small entrepreneurs, has been emerging, albeit
to different degrees between countries, consisting partly of nomenklatura (civil
servants) who used their insider knowledge to obtain control of ex-state-owned,
usually larger size, businesses, illegal operations (Mafia controlled), and smaller
service sector businesses. Apart from ethical considerations, the control of
considerable parts of the restructured economies by illegal operations, particu-
larly in the former Soviet states, weakens the economies’ growth prospects,
because much of the generated profit is invested abroad. Given the close
involvement of communist-era elites, Fowkes (1999) speaks of ‘late socialist’
business ownership. This prominentrole of elites in the transformation process
suggests a lesser, or even lost, role for popular movements as part of a
democratisation movement (see Adler and Webster, 1995).

Admittedly from the perspective of hindsight, Sik (1991a) argues that funda-
mental errors in the concept of socialism led to its inevitable demise. Essentially,
‘Realist-socialist practice as implemented under state socialism, was founded on a
false theoretical premise’ (ibid., p. 9), largely as a result of oversimplification and
ignoring three key development factors:
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1 the importance of the market as a platform on which consumer inter-
ests can be expressed and thus forces of production be stimulated;

2 an underestimation of the role of entreprenecurialism in shaping
production and productivity, a stimulant that bureaucracy cannot
mimic; and

3 a misjudgement of the capitalist system’s continued inherent growth
impulse without evidence of ‘running out of steam’ as a system per se.

Inevitably, given the many different stories of post-communist developments,
interpretations of post-communist events vary, especially with regard to the so
much trumpeted outcome in terms of democratisation and marketisation, although
experience suggests that there is no automatic connection between marketisation
and democratisation (Kurtz and Barnes, 2002). While some, taking a state-centred,
rather technocratic perspective, believe in automatic success if only the right form
of institutions can be established and operationalised (Holmes, 1996), effective
state-building is seen as crucial to generate a strong government able to establish
certainty and predictability in state development. In most cases, this happened
through elite competition over policy-making authority (Sutter, 1995; Grzymala-
Busse and Luong, 2002), rather than input from the various popular movements
(Appel, 2001; Yoder, 2001). Depending on the relative impact of the competing
elites, one of four main ideal types of state-building will emerge: a democratic or
autocratic, or fractious or personalistic state. Still, there seems to be a general lack
of public participation, mainly owing to relative apathy, rather than exclusionary
pressure by the elites (Poznanski, 1999). For Skidelsky (1996), following a neo-
liberal understanding, the opposite is the case, too much state and bureaucracy
being seen as the main obstacle for a freely functioning market economy and thus
leading to sub-optimal outcomes of transition. Markets alone, therefore, are seen as
the guarantors of successful transition. In fact, Skidelsky sees the failure of commu-
nism more as a further, if somewhat extreme, case of the failure of state-led/
influenced economic management. This, he concludes, reinforces the argument in
favour of liberalism with minimal state intervention in market processes. And this,
he argues, was made very clear by the total failure of the ‘all state’ model applied
under communism. Essentially, both authors represent the instrumental, techno-
cratic view of communism and the time after, with suggested predictable outcomes,
‘if the terms are right’.

More recently, this technocratic, instrumentalist view, driven by economic
modelling and evaluations of the costs and benefits of transition (e.g. Feng and Zak,
1999), has increasingly been challenged by those emphasising legacies and the role
of culture in shaping the process (and progress) of transition. These authors focus
on attitude, established practices and skills, and historically rooted cultures that
determine social and political life (see Szarvas, 1993; Seleny, 1994; Gati, 1996;
Mueller, 1996). Inevitably, the ‘success’ of post-communist tradition will be seen
and portrayed as variable, reflecting the relatively easily verifiable institutional
‘post-communist’ arrangements. This is easier to define in its ‘achievement stage’
than it is with cultural processes with less clearly defined development directions.
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Referring to the crucial role of the economy in distinguishing communist states
from those with other authoritarian regimes as heralding the end of communism as
an applied form of state-societal organisation, Mandelbaum (1996, p. 11) observes
that ‘communist economies were not, strictly speaking, underdeveloped, they were
misdeveloped’. Consequently, he argues, transition will need to include not only
building new structures, but also destroying old ones. This, of course, raises the
question of how to account for the Chinese model, that is, the constructive tran-
sition. This ‘transition recession’ (ibid., p. 12) poses a problem, as it may well erode
the basis of support for democracy and market reforms because of the destruction
of existing familiar structures, however inadequate they may have been. As a result
of these differences, post-communist states are dominated either by a desire to
establish a legitimate government and state in the first place, or finding ways of
making the established state system work properly. In the latter case, the central
issue is the balance between public and private domains in economic policy and
development. For the former, the main focus is on establishing legitimate borders
for the newly established nation states. But effective marketisation does not simply
equal rolling back the state. Well-functioning institutions are required for an effec-
tive operation of liberal markets, because they, too, require reliable and predictable
operating conditions, especially guarantee of private property (Comisso, 1991).
Instead, institutional knowledge was lost through a zealous purge of ‘communists’
within the civil service, a fast-track privatisation process at knock-down prices (Réna-
Tas 1998; Poznanski, 2001), and the creation of new small national economies,
mainly through the independence of the former Soviet Republics (Bicanic, 1995).

Geography of post-socialist transition: where is
ithappening?

The geography of post-communist transition has been dominated by a Eurocentric,
Russia-focused perspective. This is a direct result of the post-war political-
ideological dichotomy between ‘East’ and ‘West’, with the dividing line, the Iron
Curtain, as epitome of the divided world, running through Europe. The division of
Germany and, especially, of the city of Berlin became potent symbols of the
opposing two halves of the world. The reference in the early 1980s, by the US
president Ronald Reagan, to the Soviet Union as the ‘Evil Empire” highlighted the
Soviet-US antagonism and political-ideological juxtaposition, and Europe was the
most important and symbolic battleground for domination. There were other
arenas of that competition for global ideological and political influence, some
fought in a form of proxy wars, such as in Korea in the 1950s and Vietnam in the
late 1960s. As a result, socialism or communism are immediately associated with
eastern Europe, however vaguely defined in its territorial extent. Only then, the
focus shifts to East Asia, especially China, and the Central Asian Republics. The
latter are not always seen in the context of the Soviet Union, which tends to be
more closely associated with Russia to the extent that both terms are used inter-
changeably. Countries in other global regions with a period under a socialist/
communist regime enter public awareness — for example, Cambodia, Vietnam
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and, albeit less well known, Laos. The wars fought in the former two countries
raised their presence in public awareness; this also applies to North Korea which
has become a symbol of a now anachronistic Stalinist system. Countries that experi-
mented with socialism of one kind or another in Africa or Latin America are, by
comparison, visible only on the margins of public awareness: Mozambique, Kenya
or Nicaragua, for instance, do notimmediately feature on the list of ‘post-communist’
countries. Cuba, by contrast, has become something of a cause célébre.

But the relative fuzziness of the geography of ‘communism’ and ‘post-com-
munism’ does not apply on the scale of global regions alone. It has also become an
important issue within these regions, especially Europe, in response to the variations
in political ambitions and historic legacies vis-a-vis western Europe. Fowkes (1999)
discusses the complexities of defining ‘eastern Europe’, in relation to ‘the West’,
referring to particular historic, political or geographic rationales for the various
groupings suggested in the literature. ‘Eastern Europe’ is often used with a negative
undertone, especially in public discourse, referring to/implying underachieve-
ment, backwardness and a need for ‘catching up’ with the ‘advanced’ West as the
‘normal case’. Since joining the EU, ‘eastern Europe’ has also become a byword for
low-cost production and cheap labour (Chirot, 1989). Historic legacies play an
important part in the way in which the end of communism has generated differ-
ences and divisions within eastern Europe: generally, a lesser degree of urbanisation
and industrialisation, manifesting a relative backwardness and lesser economic
capacity compared with western Europe; the differences between the Ottoman-
influenced and the Roman Catholic- and Christian Orthodox-influenced parts of
southeastern Europe (Balkans). This effected not only different economic condi-
tions, but also different forms of civil society and, in particular, experiences with
democracy. Fowkes (1999, p. 10) attributes the eastern European relative economic
backwardness to a politically lesser experience with democracy and a tendency
towards more authoritarian regimes, a social characterisation by landowning
(feudal) and bureaucratic elites and, culturally, a thin veneer of western-influenced
intellectual life. Tanase (1999) describes the period of the Soviet occupation of
eastern Europe as ‘a return to a suz generis feudalism that denied liberal democracy
and modernity’. But, of course, there are variations within eastern Europe of this
development, which sharply contrasted with that in western Europe. Such vari-
ations suggest a subdivision made earlier into central and southeastern ‘eastern
Europe’. Many of these differences, at least in economic terms, were inherited and
then more or less preserved under the communist system, with the more backward
countries remaining in that position of low economic performance. In the 1980s,
taking Austria’s economic performance (GDP per capita) as 100, the GDR achieved
59 per cent, Czechoslovakia 55 per cent, Hungary 41 per cent, Bulgaria 37 per
cent, Poland 27 per cent and Romania 20 per cent (Fowkes, 1999, p. 11).

In reality, there are many overlapping connotations of post-socialist European
regionalisation: ‘eastern’, ‘central’, ‘southeastern’, and so on. None of these are
clearly defined and are used by different authors with reference to varying
geographic entities. As Fowkes (1999) points out, the Czechs, the Poles and the
Hungarians, for instance, dislike being subsumed under ‘Eastern Europe’, and
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prefer the term Central Europe instead (ibid., pp. 1-2). One of the reasons is, of
course, the signal sent out about their degree of belonging to ‘western’ and ‘eastern’
Europe and the associated connotations of an ‘advanced West’, and ‘backward
East’. In addition, there is the notion of the ‘East’ being closely associated with
Russia/the Soviet Union, while the ‘West’ is associated with western Europe and,
by extension, the United States. Belonging to the latter group has been the main
political and philosophical-ideological ambition of these countries since the end of
communism. Their keenness to join the European Union and NATO underlines
this attempt at geopolitical repositioning. Against this background, Central Europe
sounds closer to the “‘West’ than ‘Eastern Europe’. Fowkes makes the suggestion to
‘retain “Eastern Europe™ as an overarching geographical definition, and to use the
term “East-Central-Europe” to embrace Poland, Hungary, the Czech Republic
and Slovakia, with the possible addition of the three ex-Soviet Baltic countries of
Estonia, Latvia and Lithuania and the two northernmost ex-Yugoslav states of
Slovenia and Croatia’ (ibid., p. 2).

Such geographic groupings are inevitably crude and do not allow for divisions
that may exist within the countries. This applies to Poland and Slovakia, for
instance, where the eastern parts have more ‘eastern European characteristics’
than the western parts. Such divisions also apply, in a rather interesting way, to the
unified Germany, where former East Germany (the GDR) was ‘attached’ to western
Germany. The relocation of the capital to Berlin, some 80 kilometres west of the
Polish border, may suggest a shift to the east for Germany, from ‘western’ to
‘central’, but such somewhat simple interpretations ignore the continued divisions
that exist between the two halves — the western part continuing to feel more ‘western’
than the eastern part with its central European traditions. These are not just a result
of the post-1945 divisions, but go back to earlier spheres of influence between the
French-influenced Rhineland, and southwest Germany and Bavaria with their
western European traditions, and Prussia/Saxony with their central European roots.

Not least because of these embedded differences does the unification process
prove much more difficult and incomplete than had initially been assumed and
expected. It is the failed presumption that East Germany could simply be incor-
porated into western Germany, and would thus simply ‘disappear’, that makes
discussions on post-socialist legacies so interesting and important (e.g. Anheier et al.,
2000). Frequently, the East German case has been excluded from debates on
‘eastern Europe’ as too ‘special’. In reality, however, many of the difficulties and
processes observed in eastern Germany with integration into an established
institutional, cultural and political-economic framework apply to the other central
European countries, too, especially when considering their preparations for joining
the Euro-pean Union. Here, too, an established regulative framework, with set
institutional and policy-making provisions, was presented as the norm to which the
new aspirant states had to adjust.

The political implications of this externally driven change are not yet clear.
But experiences with eastern Germany suggest possible new divisions emerging in
the wake of a reaffirming ‘eastern’ European identity and confidence. Politically,
judging by the latest general elections in Germany in September 2005, those political
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parties that emphasise a separate eastern (post-socialist) identity and agenda gained
considerably in approval throughout eastern Germany (ibid.). This reflects a
growing divide in the mutual understanding between East and West, with the main
‘western’ parties viewed as pursuing first and foremost western German interests,
losing their at first dominant position to the played-out advantages of a ‘home
team’ of reconstituted neo-communists (PDS) and hard-left former Social Demo-
crats (including former western German politicians), who gained about a third of
the eastern German electorate’s votes.

This response is very much an expression of a dissatisfaction and disappointment
with the political and, especially, economic outcome of post-communist develop-
ments when compared with the form of society dreamt of by the dissidents in the
mid and late 1980s. This did not envisage an all-out, wholesale westernisation to
the extent that any ‘eastern’ legacies be brushed aside, to be replaced by a cloned
version of western political, economic and societal conditions. Many had envisaged
some form of a ‘third way’, effectively combining the ‘best of both worlds’, with a
newly reconstituted, strengthened civil society as the centrepiece of a new state-
societal organisation. But western pressures, derived from a lack of a genuine
understanding and knowledge of their eastern cousins’ legacies and, indeed, a sense
of superiority towards them — developed as part of Cold War propaganda — soon
made this ambition appear illusionary. “What in fact happened was the transfer of
political issues from the realm of civil society to that of political parties, more easily
controllable by the elite’ (Lagerspetz, 2002, p. 9). In eastern Germany, for instance,
the Biindnis 90 (Association 1990) of various dissident groups formed in the run-up
to the first general elections there in 1990 was a direct outcome of these grassroots
movements and ideas (Appel, 2001). But their role and vision in the post-socialist
transition process were short-lived both economically and politically, soon out-
manoeuvred by the politically more experienced western-based parties and, during
the 1990s, the reconstituted former communists (see e.g. ibid., p. 153; Yoder, 2001).
In addition, the less than egalitarian and democratic privatisation process, with
often predatory acquisitions of economic capacity through nomenklatura and former
managers, contributed to disillusionment and even resentment towards the ‘West’
and the new ‘Western-backed’ elite, viewed as a ‘sell-out’ of national assets both in
an economic and cultural-historic sense.

Global regions of post-communism: beyond
Soviet-centric and China-centric regions of
post-communist transition

Asked to draw up a geography of post-communist states, most people will imme-
diately refer to Russia and ‘castern Europe’, followed by China. This is clearly a
legacy of the Cold War when ‘the democratic West’ was — literally and politically-
strategically — represented by the United States (Washington), and contrasted with
the communist East represented by Russia (rather than the Soviet Union) and thus
‘Moscow’. China, by contrast, took something of a back seat in public geopolitical
discourse, being associated with developing countries and thus seen as less threat-
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ening to western interests and security concerns. It is only since China’s reform
policies have yielded its attention-grabbing economic success that its challenge to
western political-economic hegemonic ambitions has entered public consciousness.
China has become a serious competitor for the ‘West’, but it is a reforming China
that 1s seen, with its proclaimed communist political-societal ideology viewed as an
internal affair with little effect on external relations.

Pickel (2002) places China next to the former Soviet Union as foci of the two
largest global regions of post-communist transition, but he also acknowledges
distinct differences between — and within — these two macro regions:

1 The Soviet-centric region includes the former SU and its then satellite states in
eastern Europe. But there are clear variations between the different countries’
subsequent paths of development after the formal end of the communist regime
(Offe, 1996). Here, it is the distinction made between those states believed to
follow the transition to market democracies as was projected (and expected) by
the “‘West’. Pace, extent and final (?) destination of change varied, though.
These differences refer back to ‘historically rooted civilizational, religious,
and cultural differences ... which make the Western model less universally
applicable than initially assumed’ (Pickel, 2002, p. 108). The differences are
shaped by real agents and sources of change, which had been ignored by the
generalising projections propagated by the advocates of neo-liberalism. In
some countries, for instance, like Russia, Mongolia, Kyrgystan and Moldova,
neo-liberal reformers gained power and influence under the approving eye of
the international community and organisations. But they failed to convince
‘their’ people at home who had to deal with the immediate political-economic
impact of the transformation process. Nationalist groups emerged in response
to the newly gained independence from ‘Moscow’, but also as a backlash
against a perceived ‘internationalisation’ of the post-communist development
process and thus loss of national autonomy. In some cases, this resulted in
antagonisms, fragmentation and the emergence of new divisions and borders,
such as in former Yugoslavia (Brown, 1994) or Czechoslovakia.

2 The China-centric region of state socialism, embracing the Asian communist
countries, especially China, Vietnam, Cambodia (Pei, 1996). China, and the
former communist countries of East and Southeast Asia, have adopted less
instant forms of transforming the communist system — maintaining communist
rhetoric and political control in the public political field, while slowly intro-
ducing liberal market conditions in the economic strand of the state. This
model, developed in China, has also found its way to Vietnam, Cambodia and
Laos, also reflecting China’s influence in those countries.

While they, too, are going through transitional processes (or transformations),
it is not about attempting a carbon copy of ‘western capitalism’, but rather the
Asian variant of growth-based liberal economy, if under the auspices of a
prevalent, autocratic state. Existing state-socialist political-societal arrange-
ments are maintained under the claimed continued auspices of ‘communism’.
Politically, because of its particular combination of ‘old’ and ‘new’ instead
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of ‘new’ replacing ‘old’, China’s approach could be seen as a case sui generis,
seeking to run a dual track approach of economic liberalism and political state
control. It thus does not follow a sequential approach to regime change, where
one model replaces the previous one altogether. Liberalisation and demo-
cratisation are thus not seen as two sides of the same coin. China does not
follow the ‘standard’ model of economic liberalisation combined with political
democratisation, as advocated by western New Right advocates and pursued
under the Washington Consensus (see Chapter 3), and thus does not pursue a
textbook neo-liberalism as a package. Overall, therefore, Pickel (2002, p. 111)
concludes in his account of the changes, ‘post-communist transformation is a
—variously definable — set of practical problems’, and explanative theory needs
to encompass this diversity.

Africa and Latin America, including Cuba, are not represented in Pickel’s
distinction between global paths of post-communist transition (Pickel, 2002). They
have no dominant state of visible global presence as champion of an African or
Latin American ‘model’, bringing it to the attention of a wider audience. In the
absence of a large, globally active player, their presence and particular nature is
much less reported and present in public, and academic, consciousness. These
regions tend to appear as part of more general discussions on post-colonialism
(see, e.g. Post and Wright, 1989) and development or Third World development,
where their link with socialism is seen more as a peculiarity than as the basis of
categorisation and comparison with other formerly socialist countries. Socialist
legacy is rarely used as a conceptual backbone in its own right, with the overview by
Holmes (1997) one of the few exceptions. But there have been some attempts at
linking the issue of post-communist democratisation with those of a more general
democratic shift away from authoritarianism (Linz and Stepan, 1996; Pickles and
Smith 1998; Lavigne, 2000).

The paradoxes of Central and Eastern Europe:
post-communism or post-socialism?
Post-colonialism or post-imperialism?

Tomasz Zarycke

Were the countries of the Soviet bloc communist, or rather socialist? Consequently,
should we call them today post-communist, or post-socialist? Some of them were
officially called ‘socialist’ republics, others ‘people’s’ republics, others, like East
Germany, ‘democratic’ republics. Thus, none was formally labelled ‘communist’.
The situation was different, however, in the case of the names of ruling parties.
Many of them were indeed called ‘communist’, like the Communist Party of the
Soviet Union or the Communist Party of Czechoslovakia. Nevertheless, others
bore the name ‘socialist’: for example, the Hungarian Socialist Workers Party or
the German Socialist Unity Party. In other cases, such as in Poland, the ruling party
was labelled simply as ‘workers party’; its full name was the Polish United Workers
Party (Polska jednoczona Partia Robotnicza— PZPR).
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At the same time, the relations between the notions of ‘socialism’ and ‘com-
munism’ were explained in different ways in different countries and in different
periods. The classic approach in the Soviet Union was, for example, to present
communism as the future, final and ideal stage of the development of the Soviet
society. The actual system was usually referred to as ‘socialism’, which was
essentially viewed as a transitory, imperfect phase in the journey from capitalism
to communism. But there is also an inherent difference in the respective roles of
state and society. In Kautsky’s words (1998), ‘Marxists . . . hoped to advance and
empower the working class’. They thus suggested a subordinate role of the state,
while ‘Leninists were modernizing revolutionaries in underdeveloped countries
seeking their rapid industrialization. They relied on centralized revolutionary
movements, which, in power, formed centralized bureaucracies that advanced
industrialization through mass persuasion, regimentation and terror, as well as
central planning’ (ibid., p. 379). The state machinery and, ultimately, the
Communist Party, are clearly superior to the people. This ambition shaped the
communist regime’s policies, seeking to limit evident social differences and creating
a more homogeneous ‘classless society’. Post-communist societies inherited the
effects of these policies and were subjected to renewed change (Stomczynski and
Shabad, 1997), effectively bringing back and reinforcing social difference.

Thus, it seems that in the Soviet context one of the main reasons for using the
label of ‘socialist’ rather then ‘communist’ was an attempt to present the various
difficulties of state and society as temporary. Allegedly, they would disappear after
reaching the phase of ‘communism’. In this case, ‘communism’ was supposed to be
something better than ‘socialism’. In many other contexts the situation was the
opposite: it was, and still is, often assumed that ‘socialism’ is something better (more
civilised, European, democratic, etc.) than ‘communism’, with which all the more
totalitarian and ‘barbaric’ forms of the Soviet-type societies were associated. The
fact that the notion of ‘communism’ was, for many reasons, deeply unpopular in
many parts of Soviet-controlled Europe was forcing the ruling parties to avoid the
term. While communism and Marxism—Leninism were the official doctrines of all
the ruling parties of the Soviet bloc, in many countries the notion of ‘communism’
was so deeply resented that it was often simply avoided in official discourse. In
Poland, which is a good example of such a situation, words like ‘communism’,
‘Bolshevik’ or “Soviet” had such deeply negative connotations that since the first
days of the Soviet-imposed government in Poland these usually liberally used terms
have been largely replaced by less ideologically loaded synonyms. The word
‘Communist’ was, at least in the last decades of the ‘People’s Republic of Poland’,
used only in internal party discourse and in contacts with the Soviets. In the speeches
of the party’s first secretary, Wojciech Jaruzelski, the words ‘communism’ and
‘communist’ appear very rarely. The supposed positive essence of the system has
been identified by the official propaganda with the notion of ‘socialism’. In the
second half of the 1980s, an emblematic propaganda slogan read ‘Socialism — Yes,
Distortions -No’.

At the same time, the legacy of the use of the label ‘communism’ in Poland
includes the name of the Communist Party of Poland (KPP), which existed in the
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inter-war period as an anti-system organisation directed from Moscow and aimed
at unifying Poland with the Soviet Union. Since this time, ‘communist’ has become
in Poland a synonym for traitor and renegade. ‘Bolshevik’ and ‘Soviet’ had a
similarly bad connotation. This is why in 1944 the Soviet-installed regime invented
a new Polish synonym for the adjective ‘Soviet’, based on the literal translation of
the word which means ‘council’ in Russian (the new Polish version was ‘radziecks’ in
the adjective form, instead of the previous ‘sowiecks’).

Although the old system collapsed some 15 years ago in Poland, the ambivalence
regarding the use of notions of ‘post-/communism’ and ‘post-/socialism’ persists.
In the particular Polish context this semantic uncertainty is very clearly linked to
the main cleavage of the political scene of the country. This fundamental cleavage,
often called the post- versus anti-communist conflict, was previously based on the
different views of the Soviet domination of Poland and is transformed today into
the conflict over the political interpretation of the Soviet-dominated period. On
one side of this cleavage we find the pragmatically oriented collaborators with the
regime and their supporters who today defend their choices as optimal, given the
geopolitical realities of the epoch. On the other side are the hardliners, called
at that time ‘the opposition’, rejecting cooperation with the Soviet-dependent
government and the ruling party. Today they are insisting on recognition of the
period of the existence of the People’s Republic of Poland as a form of Soviet
occupation and deny the former leaders of the party moral rights to occupy any
public posts. The two parts of this key political cleavage are conventionally labelled
respectively as the Left and the Right. It is unsurprising that it is the Left that insists
on calling the pre-1989 Poland, as well as other counties of the Soviet bloc,
‘socialists’, which implies a much more positive view of the period. The Right on
the other hand, insists on the use of the negative label ‘communism’. Consequently,
the main parties of the Left, having their roots in the structures of the Soviet-times
Polish United Workers Party, are called “post-communist’ in the discourse of the
political right. But this is resented by the Left, as they consider this an insult to their
political agenda and tradition. As the Left’s representatives argue, there were
practically no ‘real communists’ in the Polish ruling party, at least since 1968.
Indeed, in 1968, during an internal conflict in the Workers Party, the more ideal-
istic ‘traditionally socialist’ faction was smeared with an anti-Semitic campaign
mnstigated by the less idealistic, Soviet-inspired sections in the Party. In effect, the
‘last real communists’ either emigrated or started to drift towards unofficial
opposition, losing their communist identity in the process. At the same time, the
Party became dominated by technocratic, Moscow-obedient careerists. As the
present day representatives of the Left would argue, the party of the 1970s and
1980s was a party of modernisation, irrespective of what current Western-oriented
technocrats and pragmatists are claiming. For the Right, the Soviet-appointed
administrators of Poland were simply opportunists or even nihilists. And precisely
these qualities are implied by their deliberate use of the term ‘communist’.

In other words, the term ‘communism’ in this context does not suggest that
Polish ‘communists’ ever had ideological communist sympathies, or any plans for
building ‘communism’ in Poland. The use of the word ‘communism’ has here
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first of all the dimension of moral judgement. ‘Communist’ here means ‘cynical’
and ‘opportunist’, and often ‘totalitarian’, ‘immoral’, ‘undemocratic’ or even
‘barbarian’. When the Left protests against being labelled ‘post-communist’, the
Right counter-argues that, whatever their qualities and views are, and whatever
‘communism’ really does or should mean, members of the Left parties did in fact
call themselves ‘communists’. They should therefore not try to rewrite history and
pretend loss of memory of the relevant events.

At the same time, the debates regarding the right to use the word ‘socialism’
continue. Most of the transformed previous ruling parties, with the notable excep-
tion of the Communist Party of the Russian Federation, prefer to use the labels
‘socialist’ or ‘social democratic’. These allow them to retain some of the old ‘Left’
identity, while at the same time presenting themselves as ‘modern’, democratic,
Western-style parties of the Left. This is of course criticised by their opponents.
They argue that neither the social model advanced by them during the Soviet era,
nor their policies after the fall of the Soviet system, could justify the use of the
‘socialist’ label. This applies in particular to countries where the former ruling
parties retained their unity and strong influences, such as in Poland, Hungary or
Lithuania (interestingly, most of them are predominantly Catholic). When obtain-
ing power in the post-1989 period, they appeared to be much more pragmatic,
rather than ideological, and often implemented essentially liberal policies that
could hardly be called socialist or even ‘left’. Critics use this seeming abandonment
of ideological principle as evidence of the former ruling parties being first and fore-
most concerned with securing the existing perks for their members. In any case, for
a number of reasons, the ‘left’ governments often introduced liberal free-market
measures, despite their contradiction of left-wing principles. Their continued
socialist rhetoric thus appeared to be largely merely electoral campaign tactics.

In analysing the meanings of the notion of ‘socialism’ in Central and Eastern
Europe one could also take a look at the history of the anti-Soviet movements,
especially in such countries as Poland, where the tradition of the indigenous socialist
movement is quite old. A very good example would be the Polish Socialist Party
(PPS), which was established in the late nineteenth century and became one of the
most important parties of the inter-war Polish Second Republic. The Polish hero of
that era, Jozef Pilsudski, was originally one of the leaders of the party, which was a
mass left-wing movement that also developed a strong pro-independence (that is,
nationalist), anti-Bolshevik force. After 1944, the Soviets annihilated the party by
forcing it to merge formally with the (Soviet-backed) Polish Workers Party (PPR).
The result was the Soviet-controlled Polish United Workers Party (PZPR), which
retained a hegemonic political position throughout the communist period. To
avoid possible internal opposition, many of the old PPS activists were arrested and
also deported. It is not surprising, therefore, to find that for many Poles identifying
themselves with the left, the heirs of the PZPR, is ethically and morally not accept-
able. In effect, the ex-communists’ use of the word ‘socialist’ or ‘social democratic’
destroyed the credibility and acceptability of the political left, and of ‘socialist
labelling’ with it, including the original, ‘genuinely socialist’ movement in Poland.
After several decades of living with ‘socialist democracy’, ‘socialist rule of law” and
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‘socialist elections’, many Poles use the adjective ‘socialist’ mainly with ironical
undertones, where ‘socialist’ often simply means ‘false’. Not surprisingly, this is
quite frustrating for many people on the political left, and it is also a political
problem. As they point out, thislegacy is an important aspect of the current political
climate, which is so unfavourable to the organization of social and political action
around truly left ideals. Another intriguing aspect of the problem is the loss of
legitimacy of the political left and, in particular, (post-) Marxist language in the
mainstream discourse of the social sciences in the countries of Central Europe. This
makes it much more difficult, for example, to present the situation of the region
in the terms of world-system theory or other theoretical explanations of the
mechanisms of dependence in the contemporary world. And this challenges the
modernisation paradigm. As it is argued by some, this may make the affected
countries more vulnerable to exploitation by stronger economies as they lack the
appropriate intellectual debate and critical questioning of their position.

Another interesting question and semantic paradox is the application of the post-
colonial and post-imperial labels to the Soviet and post-Soviet universe. As it
appears, the question is no less ambiguous than the socialism versus communism
debate, and has an important political dimension, too. Thus, on the one hand, as is
well known, the Soviet Union, together with its allies, presented itself as an active
supporter of the anti-colonial movement around the world. It proved its commitment
through numerous economic and military operations in support of anti-colonial
rebellions in several countries, especially in Africa, as well as ‘socialist revolutions’,
and thus effectively accelerated the emergence of many new post-colonial states.
The Soviet anti-colonialism was thus not merely a useful rhetoric and a strategy
to legitimise its involvement in political conflicts abroad per se, but was also a
pragmatic programme of challenging Western interests around the world as part of
competitive Cold War power politics.

At the same time, however, as is increasingly argued, the Soviet Union itself,
despite its use of anti-colonial slogans, could be seen as a colonial state, with its own
huge empire consisting of zones of different degrees of control from the centre.'
In particular, the countries of Central Europe under Soviet control could be
perceived as actual Soviet colonies. Viewing them in this way is not merely an
expression of an ideologically rooted (anti-Soviet) critique, but seems to be a useful
pragmatic tool for analysing the many different aspects of the ways in which the
societies of these countries functioned before and after 1989. One could give the
example of political principles in the Soviet-dependent countries. They were usually
organised in such a way as to minimise the potential for conflicts in the relationships
with central —that is here, Moscow’s —rule. In a truly colonial fashion, the emphasis
was on a smooth and thus effective running of the ‘empire’, with the colonies acting
as willing executors of centrally dispensed orders. The apparatchiks, as links
between the centre and the dependent countries, faced similar dilemmas of loyalty
and 1identity as are found among ‘traditional’ local colonial elites. The economic
sphere also provides many interesting parallels and illustrates the core-dependent
relationship. The same is true of the cultural dimension, where Soviet efforts in
Russifying their zone of influence are well reported.? Literature is a fascinating
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sphere, and not only in peripheral regions, but also in the Russian centre. As argued
above, the deconstruction of the colonial way of perceiving peripheral regions
could be effectively adapted to the analysis of the Soviet and earlier Russian
literature dealing with the peripheries of the Russian and Soviet Empires.

By the same token, one could point out the inherent paradox of applying
Western perceptions of ‘Eastern Europe’ to the post-Soviet world. It lies in the
‘ambiguous’ geographic location and political-economic and historic relationships
of several of the contemporary Central European states. Thus, historically, most of
them functioned as eastern peripheries of western Europe (in some periods some of
them could be even seen today as forms of colonies of the western states, as for
example Bohemia under Austrian rule, Estonia under Swedish rule or, indeed,
Poland under Prussian rule). In any case, the dependence on the western European
economies and cultures was strong in many of them, and in non-political forms
persisted even in the Soviet period. This affected the seemingly paradoxical sense of
‘superiority’ among some of the countries of Central Europe over the ‘colonial
centre’ in Moscow. Even the Baltic republics of the Soviet Union were well known
for their much higher standards of living than were found in Central Russia during
Soviet times. The cases of Czechoslovakia and East Germany were even more
striking. Poland, on the other hand had been known for the influences of its culture
on Russian elites. Even if Polish was first of all attractive as a tool providing access
to western European culture through translations, the popularity of this peripheral
language among the intellectuals in the Soviet metropolis was truly paradoxical,
taking into account that Poles, despite their formal obligation to learn Russian,
tried to avoid doing so as far as possible. Of course, most of these effects can be
attributed to the attractiveness of Western culture to the Soviet (Russian) elite,
access to which was more readily available in the western peripheries of the Soviet
bloc. It was here, too, that Soviet attempts at discrediting Western culture and way
of life were resisted most determinedly. Against this background, it may be argued
that Soviet ‘hard’ military and political colonialism could be seen as the loser in the
battle against the Western modern ‘soft’ cultural-economic colonialism, effectively
undermining the rationale and legitimacy of Soviet rule. The argument of the
relative effectiveness of ‘hard’ versus ‘soft’ forms of colonialism and dependency
has become an important part of the analysis of the current policies Moscow is
seeking to manifest, and thus extend control in its zone of geopolitical influences.’

When discussing colonialism in the post-Soviet space one could also point out
the third aspect of the problem, that is, the historical heritage of some of the Central
European countries like Hungary or Poland. Both have important historical
experiences of playing the role of regional powers, and could be seen in the past (in
particular during the fifteenth and sixteenth centuries) as fully fledged colonial
states in their own right. Although they have largely overcome the post-imperial
neurosis, so characteristic now of a Russia seeking to come to terms with its recent
loss of influences in the region, and abandoned any territorial ambitions, a heritage
of geopolitical thinking and way of perceiving their neighbours is still in place. A
very good example is the way of seeing Russia, Ukraine or Belarus in Poland.*
Convinced of its own civilisational and moral superiority, there is a continued belief
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in a special role to be played by Poland in these countries. A Polish-centred sense of
bequeathed cultural heritage to the region still features clearly in aspects of Polish
attitudes towards its eastern neighbours, which may be seen as intriguing vestiges
of a Polish post-imperial syndrome. And this happens exactly at the time when
Poland 1is suffering so many forms of the typical post-colonial syndrome that
emerge from the various disappointments of the so-called transition, or period
following the perceived liberation, from Soviet colonialism (or maybe communism,
or maybe . . . socialism?).

Notes

1 See for example Carey, Henry F. and Raciborski, Rafal (2004) Postcolonialism: A valid
paradigm for the Former Sovietized States and Yugoslavia? East European Politics and
Soceties, 18(2): 191-235.

2 Inside the borders of the Soviet Union the Russification efforts were best manifested in
the programme of the so-called Soviet National Policy. Although for some periods it
permitted the relatively free development of national cultures, it assumed their eventual
merger into the ‘Soviet people’. On this journey toward their Soviet identity, three main
stages have been proclaimed (there are also three stages in the shift towards the final state
of socialism): (1) rastvet (the flowering of nations), (2) sblizhenie (the growing closer
together) and (3) sliyanie (the merger of nations); see for example. Conquest, Robert (ed.)
(1967) Soviet Nationality Policy in Practice, London. For an analysis of the geographical
dimension of the Russification process, see for example Wixman, Ronald (1981)
Territorial Russification and linguistic Russianization in some Soviet Republics. Sovzet
Geography: Review and Translation, XXII (10): 667-75.

Outside the border of the USSR, the development of independent national cultures
was usually permitted and even supported (to ease control). They have, however, been
significantly redesigned to be compatiblE with Soviet culture. At the same time, Russian
became the first foreign language taught compulsorily in all Soviet-dependent countries,
from about the age of 12 until at least to the beginning of university-level education.

3 A good example is the recent debate around the programme of building of a ‘Liberal
Empire’, proposed by Igor Chubais of the SPS party.

4 See for example Zarycki, Tomasz (2004) Uses of Russia: the role of Russia in the modern
Polish national identity. East European Politics and Societies, 18(4): 595-627.
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THE MEANING OF
POST-COMMUNIST
‘“TRANSITION"

Post-authoritarianism, democratisation
and liberalisation

Introduction: the meaning of transition and
‘transitology’, and the relationship between state,
society and economy

“Transition’ and ‘transformation’ have been at the centre of many discussions in
politics and academia for the last 15 or so years. The unexpected, spectacular
collapse of the communist ‘half® of the world raised the public profile of discussions
on democratisation and ‘westernisation’. Since the end of the 1980s, transition,
post-socialism/communism and democratisation have become closely associated
and much discussed phenomena. Geographically, post-communist transition in
both literature and public discourse has largely been associated with Central and
Eastern Europe and the former Soviet Union. This very much reflects the post-war
division of the world into ‘East’ and ‘West’, and Eastern Europe/the Soviet Union
very much epitomised the ‘evil forces’ of communism. Communist countries
elsewhere played a much less visible role in the public debate, with China and Cuba
among the few exceptions; others included Cambodia, North Korea and Vietnam.
The latter’s visibility was largely a result of the high-profile American intervention
there after the Second World War. Other countries with a regime change from
socialism have gained much less visibility, although the changes there have been of
fundamental importance. But the concepts of transition and transformation, espec-
1ally since the latest Iraqg War/regime change, have a wider connotation than that.

Prior to the end of state socialism, transition referred primarily to developing
countries and the notion of their progress towards a western-style market demo-
cracy. This was projected as the default final stage of state-societal organisation.
Such a rather one-dimensional understanding of the outcome of societal
development was strongly advocated during the 1980s, with the struggle between
communism and liberal market democracies now seen as won by the latter. It is
against this notion of westernisation that transition and democratisation have been
conceptually associated with each other so closely. The term ‘developing’, per se,
highlights a transitional, transformational process on the way towards an envisaged
desired ‘final’ stage of development (as embodied by the ‘First World” industrialised
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countries). For this to be achieved, the widespread notion had been the need for
satisfying certain formal, structural pre-conditions to allow democratisation to take
afoothold (see Rustow, 1970, and others below). The implicit understanding is that
the relevant countries need to be prepared, that is, shaped by an external force/
influence to get them on track for democracy. This understanding, projecting the
notion of a superior West against inferior non-western-style state-societal regimes,
was still distinctly evident in the West’s response to the events in Eastern Europe,
for naturally having won the battle between the systems, the western paradigm of
state-societal organisation, summarised in democratic market economy, was to be
adopted in the East wholesale. This paradigmatic doctrine, reinforced by the New
Right ideologies of Reaganomics and Thatcherism, had already been questioned
in the 1970s, and influenced mid to late 1990s policies. However, as the most recent
events and debates around the Iraq War of 2003/4 have demonstrated, a new
triumphalist notion of western-style market democracies as the only path to happi-
ness seems to continue to shape international political paradigms.

The phenomenon of ‘transition” has attracted a considerable amount of interest,
in both political and academic debates (Murrell, 1992; Altvater, 1993; Gowan,
1995). Arguments revolved around the nature of change: whether the process
would be ad hoc and complete, as suggested by Lipton and Sachs (1990), or more
gradual like ‘transformational recession’ (Kornai, 1992, 1994) or ‘rebuilding the
boat in the open sea’ (Elster et al., 1998). The collapse of communism, or state-
socialism, depending on one’s ideological position, generated a plethora of
publications on forms, processes and mechanisms of ‘transitions’ and, especially,
their direction, including whether there was an inherent tendency to ‘catch up’
with the West (Kolodko, 2001a). While the end of the Iron Curtain has brought
about a massive increase in the popularity of the issues of democratisation and
marketisation, post-socialist developments, it is argued here, need to be seen in the
wider context of regime change, from authoritarianism towards more democratic
principles of state management. These were much less ‘spectacular’ in their
changes, and thus attracted much less public attention than ‘post-socialism’, going
back to democratisation movements in Latin America and southern Europe in the
late 1970s (see also Linz and Stepan, 1996).

Despite this multitude of publications, two main strands of argumentation may
be identified: those focusing on the market as main arbiter of social and economic
development (with the emphasis on ‘economic’), and those with a stronger ‘statist’
perspective, seeing the state as a major actor, or manager, of transition towards
democratic principles and, especially, the development of civil society. Depending
on one’s position, the market approach attracts undertones of globalisation,
capitalism and corporate domination, while the state-centred arguments are often
derided by the advocates of markets as idealists seeking to hang on to communist
fairyland. Their understanding of ‘state’ is primarily that of bureaucracy, tech-
nocracy and overt regulationist intervention. While these positions reflect opposites
on the scale of ‘transition’, albeit shaped by ideological simplifications, common to
both 1s their separate view of society. It is interesting that neither sees society as an
integral, active part, but rather outcomes, or subjects, of the actions of state and
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market. The latter two seem to be seen as acting largely independently, subjecting
society to their actions and priorities. Unsurprisingly, the perception of what
constitutes ‘society’” and social actors differs between the two conceptual strands.
While the ‘statists’ see soclety as a complex system or entity that needs managerial
directions and ‘taking care of’, the market-centric arguments view society as a more
or less incidental accumulation of individuals, each in pursuit of solely economic
satisfaction as the key to happiness. They are essentially objects in a market process,
seeking to fit into the process and thus benefiting from it. They seem to be granted
an ambition other than economic profit maximisation (neo-classical). In any case,
soclety is seen by both as a separate, detached outcome of the processes initiated by
the respective actors — market or state administration. As part of the transition
process, ‘society’, however defined, can be seen as having shifted from being
subordinated to the state (or, more accurately, the state apparatus controlled by,
here, the communist machinery) to being subordinated to the market and its
principles. In both cases, society is projected as subject to these two dominant
mechanisms and ideologies: communitarian and ‘integrated’ in the first case (with
little emphasis on the individual but rather on community), and individualist and
rationally opportunity-driven, in the latter.

The economy-centred perspective of ‘transition’:
‘shock therapy’ or ‘gradualism’?

‘Shock therapy’ (also referred to as the ‘big bang’ approach; see Holmes, 1997, p.
206) was originally developed in the 1980s to tackle hyper-inflationary crises in
developing countries, especially in Latin America. The collapse of the socialist
states at the end of the 1980s coincided with the popularity of New Right policies,
as propagated by Margaret Thatcher and Ronald Reagan. They focused on
economic liberalism and a minimal role for the state as part of a shift from the
Keynesian to the workfare state (Peck, 2001). Popular tax reductions, reduced state
responsibility through privatisation of state enterprises and public sector functions
and, at the same time, better economic performance, were the main conceptual
pillars, drawing on modernisation theory. Unsurprisingly, there was little concern
with the possibility of a new, specifically post-socialist form of capitalism emerging,
such as ‘Market Leninism’. The socialist experience was simply written off as a
loser. Pushed by the main global institutions (e.g. World Bank, European Union),
and impatience in the ex-socialist countries (e.g. Poland, Czech Republic, East
Germany) to be part of the West, emulating western liberal structures as quickly as
possible, seemed paramount. Economists at the World Bank developed a ‘liberal-
isation index’ (Bradshaw and Stenning 2000) based on the degree of privatisation
and liberalisation, and the opening up of domestic markets, key ingredients of
shock therapy (de Melo ez al., 1996). The alternative softer option of ‘gradualism’ in
transition, with a continued stronger state role, attracted much less attention (e.g. in
Hungary and most 'SU states). It seemed less committed to full transition.

Shock therapy consists of three main elements: liberalisation of prices and
opening up the economy to competition, reducing subsidies to (loss-making) state
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businesses and, finally, privatisation of large parts of the public sector economy (see
also Holmes, 1997, pp. 206 ff; Lavigne, 1999, pp. 116-118). A crucial requirement
for all this to work is a strong state to push through the changes (Skidelsky, 1995),
but this was not always the case (e.g. in the former Soviet states; Kaminski, 1996b).
Speed and extent, and particular legacies of the socialist state and society, have
given post-socialist ‘shock therapy’ its own character.

Balcerowicz is one of the main advocates of ‘shock therapy’ to transfer the state-
socialist economies of CEE countries into liberal market economies in one rapid
sweep. As the Polish finance minister in the early 1990s, he was thus in a rare
position as an academic to be able to put theory into practice. Much of his
argumentation is shaped by his background in economic and market theory, and
this 1s reflected in his theoretical accounts (Balcerowicz, 1995). They focus first and
foremost on the technical, functional aspects of transition. Marketisation is the
main focus, with everything else following from there, almost automatically, it
seems. Accordingly, ‘transition’ is essentially reduced to a top-down managed
process of macroeconomic stabilisation and microeconomic liberalisation, both to
minimise constraints on effective business operation, and facilitate fundamental
institutional restructuring to underpin a competitive, advantageous business
environment. This reflects the belief in the economic dimension as the crucial
driver of the socialist countries’ transition towards an approximation of the western
countries, especially the United States. And everything else was expected to follow
from there. Indeed, he confirms his views by challenging comments about the
possibly more successful ‘gradual model” pursued by China by emphasising
China’s different structure as a less developed, more agricultural economy. What
may work there was not considered an appropriate ‘medicine’ for the situation of
the CEE countries (ibid., p. 250). He also points to the much lower indebtedness of
China, in contrast with most CEE countries.

Of particular interest, however, is the more general argument about the relative
sequence of transition: should marketisation follow democratisation, or vice versa?
He argues that there is evidence ‘that political democracy is not in itself a factor in
economic development’ (ibid., p. 249), and points to the various forms of strong
and weak autocracies with a pro-capitalist (Taiwan, South Korea) or populist
(Latin America) approach. Democracy, he thus suggests, is not a prerogative of a
functioning (liberal) market economy. By implication, this means that the Chinese
model, autocracy cum marketisation, would follow in those countries’ footsteps.
Indeed, the successful economies of the largely autocratic ‘Asian Tiger’ countries
(South Korea, Taiwan, the Philippines, Malaysia) serve as development models
closely studied by the Chinese leadership (see Chapter 6). But these changes need
not all follow the same pace, as individual national and sub-national factors shape
the progress of marketisation. The main focus is entirely on the economy and its
position within the state systems. Society is seen as an integral and dependent part
of economy and market, and democratisation as a desirable but not strictly necessary
part of the society side of the equation. Thus, while likely negative effects such as
job losses are seen as a possible side effect of transformation, this is seen as a
necessary price worth paying in the interest of the expected longer-term benefits.
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Indeed, any impact ‘cushioning’ policies, such as make-work schemes or other
government intervention, are rejected as effectively ‘unemployment on the job’,
with an associated loss in work skills (ibid., p. 181). But it is difficult to imagine that
people would prefer no job at all to one that is subsidised. Again, the presumption
seems to be that the market will generate all those replacement jobs, if only it is ‘let
loose’. Strong traits of neo-liberal, New Right thinking are evident here, as by far
the dominant credo among politicians and academics in the early 1990s, including
the World Bank and the International Monetary Fund (IMF).

But discussions have not been entirely dichotomic, where a liberal market
economy with minimal state involvement is pitted against an all-state-controlled
planned economy as pursued by communist ideologists. In fact, several of the early
popular movements pushing for the end of ‘their’ communist systems in the CEE
countries had their eyes on a middle way between the two, a ‘third way’ of ‘Market
Leninism’ or socialist market economy. The latter is perhaps not entirely unlike the
western German model of a social market economy, albeit with a distinct emphasis
on the ‘social’. Inevitably, this would mean manipulating market mechanisms
through state intervention, thus making the system inherently ineffective and
contradictive in the neo-liberalists’ eyes, and not really altogether a capitalist
model. It 1s not difficult to see how those advocating more state-managed reforms
found themselves frequently labelled ‘socialists’ by advocates of neo-liberalism. But
statist economic developments need not necessarily be ‘socialist’ or ‘communist’,
nor need they be struggling, as the successful example of the Southeast Asian
economic ‘tigers’ has demonstrated. Evidence makes clear that ‘an East Asian pro-
capitalist autocracy ... is capable of a better growth performance than any type of
democracy acting under comparable conditions’ (ibid., p. 139).

But economic and political systems do not usually emerge in their perfect
incarnations, especially when they need to combine somehow, and thus require
some degree of accommodation to each other’s characteristics. There are various
combinations of degrees of ‘free’ market and democratisation, stretching from an
improbable combination of planned economy and a high degree of democratisation
(although under extreme conditions, such as warfare, it may be possible) and full
marketisation under an authoritarian regime, something tried by China. Figure 3.1
sketches the possible combinations between ‘marketisation’ and ‘democratisation’,
and also shows indicatively the relative position of the different forms of transitions
between countries. Essentially, there are infinite combinations possible, as both
variables are effectively continua, although inherent dynamisms will make it diffi-
cult to just keep ‘sitting on the fence’ between the available options in an equidistant
position. The balance is likely to be tipped either in favour of generally ‘more state’
or ‘more market’. It is against this background that the different ‘global regions’ of
post-communist transition will be discussed here, also drawing on the concept of
‘path dependency’ in this transition process, and seeking to evaluate its relevance
for the emergence of different forms of post-communist conditions in the respective
countries and regions. Are there influential indwidual factors, or is the particular max
more important?
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Figure 3.1 Intersection of democratisation and marketisation in post-communist transition

Society-focused arguments

Maurice Glasman (1994) asks why the west German model of ‘social market
economy’ has not been adopted more widely across Central and Eastern Europe,
instead of the neo-liberal model. As part of that, he argues, the British (Thatcherite)
model was adopted, establishing a free market in labour. As a result, he sees post-
socialist transition largely as a shift towards societal commodification, put in place
by paternalist authoritarianism (ibid., p. 192). He thus refers to Polanyi’s work of
the late 1940s, in which he argues the paradox of modernity in that technological
advancement facilitates the self-liquidation of society in the face of a centralising
state and decentralising economy. Effectively, society is atomised by the proliferated
economic interests of each individual member of society. Ultimately, no society as
a community of shared interests and responsibilities is left (ibid., p. 193). Margaret
Thatcher’s infamous claim that there is no such thing as society very well reflects
this neo-liberal ideology of individualist striving for economic reward for the
personal advantage only.

There is thus an inherent contradiction here between ‘free market’ and the
notion of civil society as the underpinning of ‘true’ democracy. A truly free market
would, by definition, sit very uneasily with such organised force that could interfere
with its ‘optimal’ operation. This, however, Glasman (1994) argues, can clash with
other sources of societal factors, such as, in the case of Poland, the Catholic church
with its emphasis on solidarity and cooperation. The political marginalisation of
the Solidarity movement during the years of implementing an as free as possible
market economy would attest to the operation of such mutual exclusion. This
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obviously contradicts the beliefs and aspirations held by the self-organising demo-
cratic movements that emerged as the bedrock of anti-communist opposition in
those formerly communist countries where transformation came about through
‘bottom-up’ pressures. But corporate interests and their close interconnection with
political power stood either sidelined by these more independent movements
outside the market-driven environment, or simply ‘gobbled them up’, as in eastern
Germany. There, the autonomous popular movement Democratic Forum was
absorbed by the established western German parties as they ‘conquered’ the eastern
part. Glasman thus refers to the free market ideology as ‘market utopianism’,
idealising the functioning and rationale of the market vzs-a-vis societal interests and
needs. It was ‘the moral attractiveness of the market as a foundation for freedom
and prosperity — [that formed] a crucial part of its appeal in Eastern Europe at
present’ (ibid., p. 200), and it is not surprising that the generally less than perfect
results have somewhat disillusioned and disenchanted many, especially those
imagining the ‘third way’ of a socialist market economy through the fusion of the
‘best of both worlds’, Western and Eastern, as it were.

Instead, in the real world, society was largely reduced to being an onlooker on
the sidelines, whether in the shaping of new government mechanisms or economic
practices. Sure, privatisation was meant to provide for an element of democratising
economic processes, but that remained largely an idealistic ambition, with reality
favouring the creation of new, or (quite often) the strengthening of old, elites. The
problem with the transition process as it occurred in post-socialist Central and
Eastern Europe is that ‘in the shift from Marxist to market Leninism, civil associ-
ations and cooperation — society in short — have still been ignored’. Thus, for
instance, the so-called Balcerowicz Plan of turning Poland into a market economy
‘overnight’ was not developed with representatives of society, but was imposed by
the state in the name of the market (not so much ‘society’ or the people). ‘State and
market were the only two institutions that mattered’ (ibid., p. 202). And, as the
Polish example of the grassroots movement of Solidarity demonstrates, the
imposition of martial law during the 1980s demobilised the population and thus
reduced pressure for political change and the development of civil society. This, in
turn, allowed the political actors to change their minds, moving away from political
reform and democratisation towards neo-liberal economics as the most effective
way of delivering economic prosperity, which had become the main focus of envis-
aged systemic change. This made popular democratic movements like Solidarity
appear increasingly out of the loop and, ultimately, superfluous in the pursuit of the
neo-liberal goods. Given their continued propagation as the only way forward to
the desired western quality of life, less operational considerations like ‘democracy’
appeared less important and their advocates therefore superfluous. ‘Market sub-
ordination and facilitation through the institutionalization of industrial democracy,
subsidiary and subsidy were unknown in Eastern Europe’, and ‘Market Leninism’
seemed increasingly too much stuck in ‘socialism’ and thus, by definition, incapable
of delivering the largely materialistic goods.
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Post-communist transition and
post-authoritarianism

The concept of ‘transition’ has not only been developed in response to the
unprecedented events of the collapse of state-socialism, but has been discussed
earlier in the more general context of a shift from authoritarian rule to a democratic
system. Interestingly, and as a reflection of the political-ideological pre-eminence
of western paradigms, such transition has been discussed only as a legitimately
one-way process. Any reverse processes have been presented as a systemic failure,
and unlawful (‘putsch’). There is thus the notion of democratic systems being
‘normality’ and everything else abnormal or aberrant and thus, inevitably, tem-
porary (see O’Donnell and Schmitter, 1986). Their definition of ‘transition’ as ‘the
interval between one political regime and another’ (ibid., p. 6) offers an attempt at
a more generic, neutral definition. The ‘transition’ discussions gained in momen-
tum during the ‘first wave’ of post-authoritarian democratisation in southern
Europe and Latin America (O’Donnell and Schmitter,1986), and comparisons
have indeed been drawn between that period of change and that 1015 years later
(Linz and Stepan, 1996, p. 199).

O’Donnell and Schmitter (1986) view ‘transition’ very much as an active, actor-
driven process ‘from within’, where the incumbent ruler begins to modify the
existing rules by providing more secured rights for the population, thus encouraging
participation in the political process. Crucial in this model is an evolutionary
process, with institutional structures largely remaining in place, and just working to
different rules. In any case, democratisation is seen as the ‘natural’ aim of such
actor-driven liberalising transition. However, as stated earlier, economic liberal-
isation may, of course, exist without democratisation, as in China, for instance. As
such, liberalisation and democratisation are essentially two processes of change in
their own right. They are connected, but (economic) liberalisation may not lead to
democratisation. The latter is the more uncertain process, as it depends much more
on people’s participation — that is, ‘socialisation’ — and is thus more difficult to
manage from outside. The endpoints of the intersection between liberalisation
(marketisation) and democratisation are diagrammatically shown in Figure 3.2,
and its application to the post-socialist condition in Table 3.1 (p. 61 this chapter).

An important observation is that the factors that brought about the end of
autocracy and triggered a transition process may not, in their own right, be enough
to facilitate the development of a new system, such as a political democracy. Other
factors, institutions and individual inputs are necessary (ibid., p. 63), as a result
of which ‘political democracy then, usually emerges from a non-linear, highly
uncertain, and imminently reversible process involving the cautious definition of
certain spaces and moves on a multilayered [chess] board’ (ibid., p. 70), with an
unspecified number of players. Important here is the non-linearity, suggesting the
absence of predictability and simple transferability of processes, instruments and,
most of all, results.
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Figure 3.2 Intersection of democratisation and liberalisation and types of combinations

Democratisation as automatic outcome?

The Washington Consensus doctrine viewed democratisation according to
western understandings as the natural and only available goal for post-socialist
development. The focus on Eastern Europe and Russia made the western
European regimes the obvious models. Experiences in other transitional econ-
omies and/or regimes, mainly in developing countries, seemed not very relevant, as
we were dealing with European, i.e. developed, countries. Yet changes during the
1990s have demonstrated that democratisation according to western understand-
ing is not necessarily the default outcome, whether facilitated through sticks and
carrots or not. Authoritarian structures may well remain, albeit somewhat obscured
by a formal mantle of democratic appearance. Ottaway (2003) speaks in this con-
text of semi-authoritarianism —whether post-socialist or not —as the best description
of the pseudo-democratic arrangements following the end of totalitarian state
socialism. In her eyes, socialist authoritarianism is thus seen as one variety of such
regime changes the world over.

Semi-authoritarian regimes are political hybrids. While allowing little real com-
petition for power, they leave enough space for political parties and civil society to
form (ibid., p. 3). Many of the former Soviet states, albeit to different degrees, fit the
bill of such semi-authoritarianism, e.g. Belarus in eastern Europe, and Azerbaijan
and Kazakhstan in central Asia. There, former Communist Party bosses have
transformed themselves into elected presidents, but in reality remain strongmen
whose power is barely checked by weak democratic institutions (ibid, p. 3). Similarly
elsewhere, in particular in sub-Saharan Africa, Arab countries, the Balkan states
and Asia, semi-authoritarian regimes rather than democratic structures of western
mould have established themselves. Such forms of government are not new, but in
the absence of the Cold War divisions pressure has increased on these states to at
least pretend adherence to democratic principles to make dealings with the West
publicly more acceptable. As a result, semi-authoritarian regimes have become
more numerous and are likely to increase in number even further (ibid, p. 4).
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An optimistic assessment views such regimes as transitory in a longer-lasting
process of proper democratisation. Accordingly, semi-authoritarian regimes sit on
a scale somewhere between totalitarianism and western-style democracy, thus
challenging in their diversity the rather deterministic, end of history (Fukuyama,
1989) argument propagated by the main western policy makers at the time of the
collapse of communist states. Such deterministic interpretation, focusing on set and
inescapable developmental pathways, practically applies a Marxist analysis of
history by adding democratisation to the developmental path of state-society
relationships. Accordingly, semi-authoritarian regimes may be seen less as a stop-
gap in the transition process, and more as a deliberate strategy to be seen to fit in
with the general wave of democratisation out of political expediency, without
requiring the relinquishment of de facto power by the political elite. These regimes
thus challenge the widespread notion, held particularly in the late 1980s and early
1990s, that liberalisation is an effective instrument in producing democratic
structures through unleashing dormant democratic forces.

Particular national circumstances, including economic problems, historic struc-
tures and social inequality, may limit the appeal of a fully democratic arrangement.
In fact, the western perspective of democratisation implies a broad popular
consensus and participation in establishing the democratic system, when in truth
much of the presumed re-/emerging civil society is often merely a narrow (urban)
elite, rather than a broad grassroots movement sweeping a whole nation (Ottaway,
2003). The degree of economic development and prosperity is an important factor,
albeit perhaps not quite as dominant as implied by Rustow (1970). Comparing a
sample of 75 developing countries in the period from 1962 to 1992, Feng and Zak
(1999) conclude that more affluent societies/individuals are more likely to support
democratisation, although there are other factors involved as well, such as the
distribution of wealth, educational levels, and the strength of preferences for
political rights and civil liberties. It remains to be seen whether, as the authors
claim, sufficient growth will inevitably push non-democratic governments towards
democracy. While, generally, democratisation seems to benefit from higher income,
there is no ‘magic number’ beyond which democracy becomes unstoppable, but
democratic transitions are less likely when the level of development is low, income
inequality is high, and citizens are poorly educated (ibid.). The authors thus
conclude from their international comparison, that Africa’s main obstacle to
democratisation is economic paucity; among the oil- and cash-rich Arab countries
itis the lack of a democratic culture and ambition; in Latin America, it is the relative
weakness of the ‘middle class’ as standard-bearer of democratic practice; and the
east Asian countries are currently in an exceptional state of political and economic
development, as demonstrated by China, for instance.

State, society and post-socialism

A key feature of post-socialist transition has been the role of society versus the state,
whereby the end of communism has been very much seen as a victory of society
over a suppressive and distant state machinery (Grzymala-Busse and Jones Luong,
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2002). In other words, transition from communism to democracy implied a tran-
sition from a state separated from, and dominating, society, to the ideal of a
democratic arrangement, where the state is controlled by society. Public discourses
created both in the West and, albeit from quite a different experience, in the East, of
the communist state was that of an out-of-control, while control-obsessed, behemoth
that had per definitionem to be reduced in size and capacity. The focus was thus
generally on less state following the New Right doctrine of the minimalist state (while
dominant market), rather than discussing the rebuilding of a new state altogether.

Grzymala-Busse and Jones Luong (2002) identify three main features typical of
the post-communist state-building process: the ‘fast forward’ pace of creating a new
state structure and rationale; the importance of informal next to formal relation-
ships and negotiations between actors; and external pressures strongly influencing
the process, such as global financial institutions and the accession conditions for
EU membership. The big challenge has been to establish, rapidly, the necessary
new legal framework, change the ethics of the bureaucracy from agent of the Party
to civil servant, and restructure the networks of security, redistribution, and
regulation as the essentials of the advocated liberal market-democratic state. But
the preparations for EU membership, in particular, have raised the profile of the
state-society interface and the notion of ‘state in society’ as the antidote to the
opposite relationship under communism: society within an all-embracing, ever-
present state. Post-socialist developments have brought to attention a more complex
picture than that, where state-society relations are seen as bi-directional, reflecting
a mutual learning and adjustment process, although states and societies remain
visibly separate, frequently competing, entities. The degree of perceived separation
between state and society varied between countries, reflecting the different out-
comes, or success, of the communist regimes at bridging the practical-ideological
gap between developing a ruling state apparatus controlling the people, while also
emphasising the Marxist-Leninist vision of society and state — society as lived state
— with blurred boundaries between them, giving way to the idealised communist
society. Achievements here have been relatively more ‘successful’ under Soviet rule
where it was attempted to overwrite national boundaries, ethnic differences and
cultural by the new state ideology. In CEE countries, however, there were strong
legacies of the state as a reflection of national identity and sovereignty, and these
remained under communist rule. The rapid development of new nation states in
the Baltic Republics after independence from the Soviet Union, for instance,
reflects a pre-existing legacy of the notion of ‘statehood’. The state is not just an
oppressive, anonymous administrative control system, but is seen as a reflection of
national identity and sovereignty. The state thus became synonymous with nation
state and, eventually, independence and self-determination. The other post-Soviet
states had a less strong legacy of statehood, and the population was less insistent on
actively forming, and participating in, ‘their’ nation state. It has thus been much
easier for sitting communist leaders and apparatus to retain control and societal
domination. The recently evident rather unenthusiastic electoral engagement by
the public reflects a degree of disenchantment with the apparatus representing ‘the
state’, rather than with the state per se.
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The difference in the notion of ‘state’ between Soviet and CEE has been in the
amount of space reserved for society to organise independently. Institutional and
practical legacies in policy-making as an expression of state operation thus matter
for the shaping of the post-socialist state. There was no tabula rasa to build on, but
existingstructures and their bureaucrats were the basis and object ofany remodelling
of the states. This includes the nature and role of informal arrangements, especially
personal links within the bureaucracy. They provided important markers in the
emergence of new institutions and administrative-governmental practices, and
often provided continuity between ‘old’ and ‘new’ structures. But, as Grzymala-
Busse and Jones Luong (2002, p. 534) argue, ‘the rapid nature of post-communist
state-building also serves to privilege elites participating in the initial stages of the
transition and their actions’. They set the framework and the condition for their
own subsequent operation. But any such changes are embedded in wider economic
processes. It is through these that the post-socialist countries gained the completely
new experience of globalisation, and its strong impact on national economies, which
challenges their newly gained autonomy. This involves new rules and practices of
economic competitiveness, but also propagated ‘good practices’ of governance,
democratisation and liberalisation. Particularly with respect to the accession condi-
tions for EU membership, many of the relevant countries felt they had swapped
Moscow for Brussels as their effective ruler. But a deeply engrained apprehension
towards Russia, with its perceived inherent hegemonic tendencies, meant that
they saw effectively no other choice than ‘Moscow or Brussels’ for their future
statehood.

Transformation processes after the end of communism have also highlighted the
multi-nodal nature of the state. The state is not just one big homogenous entity
acting inherently as one. Instead, it encompasses many competing actors, and
centres of power and their networks, operating within and without each state and
defining policies. ‘Oligarchs, political parties, and presidents on one hand, and
international financial institutions or regional trade associations on the other, all
have access to the nascent state structures and exert considerable pressures on the
processes of state formation’ (ibid., p. 532). There are thus different centres of
emerging new authorities claimed by the emerging ‘new actors on the block’, with
those representing economic capacity and political power being the main ‘sparring
partners’. The current competition between the Kremlin and some of the new
oligarchs (Osborn, 2005) for political control of the state illustrates these internal
divisions within ‘the state’. The resulting dynamics have been crucial for the
shaping of the nature of the post-communist state. Acknowledging the hetero-
geneous nature of the state, shaped and driven by competing elites’ interests,
challenges the projection of the state as one single entity and thus the notion of a
state versus society relationship, with clear demarcation lines between them. This
‘avoids a return to the debate over the appropriateness of state-centred versus
society-centred approaches’ in seeking to understand the post-communist state

(ibid., p. 545).
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Not one, but many post-communist transitions,
and more...

The transition from communist to post-communist (democratic) regimes can be
seen as a specific version of transition from an authoritarian to a non-authoritarian
regime. Balcerowicz (1995) distinguishes four main types of transition:

1 Classical transition towards democracy in advanced capitalist societies in the
late nineteenth and early twentieth centuries.

2 Neoclassical transition after 1945, such as in Germany and Italy, and, in the
1970s and 80s: Greece, Spain and Portugal, some Latin American countries,
and Taiwan and South Korea.

3 Market oriented reform in former communist countries of Central and Eastern
Europe and the FSU.

4 Asian post-communist transition (China since the 1970s and Vietnam since
the 1980s), with its particular duality of continued communist authoritarian-
ism and liberalised economies.

Post-communist transitions show particular characteristics in their scope, com-
plexity and speed, particularly those in CEE countries. There, not only were
governmental principles, institutional structures and essential ways of policy-
making transformed in a very short period of time, but also economic principles
of location, investment and connectivity with other national economies were
completely changed. Given the different traditions, geographic contexts and
experimental legacies, these processes varied in speed, depth and relationship to
each other. Still, with very few exceptions, there was no violence in connection with
the (negotiated) revolutionary changes. This allowed for a considerable degree of
political and economic administrative continuity, and thus the use of established
institutional expertise, albeit under the impact of privatisation. In many instances,
public property was transferred to the private control of previous state-appointed
bureaucrat-managers. In fact, many of the political elite re-launched themselves as
reformed communists, now labelled market-socialists or social-democrats, and as
such competed successfully in national elections.

Not surprisingly, variations in the nature and constellation of political and
economic actors yielded quite different outcomes for the transition towards post-
communist conditions. In correspondence to the typology suggested by Ottaway
(2003) for capitalism under authoritarian conditions, there are two main avenues
for liberalising the state-planned economies of the communist regimes: a destroyed
communist economy and a distorted (modified) communist economy. While the
former reflects a complete abandonment of the existing system and the completely
new construction of a market-based economy, echoing the notion of the shock
therapy paradigm discussed elsewhere in this book, the second path mirrors the
basic features of gradualism. Here, elements of the old system remain in place,
albeit suitably modified to incorporate elements of a liberal market economy,
operating within a framework defined by many checks and balances in order to
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protect society from the unbridled impact of a wholesale systemic change. Perhaps
uniquely, compared with the other transitions from authoritarian regimes during
the last quarter of the twentieth century, the (western) media has played an
important role by instantly widely publicising early signs of discontent in any one
place, and any indications of a weakening in the resolve of a communist regime
vis-a-vis public criticisms, transcending all boundaries set up by the controlling
governments to protect their power. This publicity provided a significant boost to
opposition groups in their negotiations with their respective governments. The
recent democratisation movements in Ukraine (see Chapter 5), clearly demonstra-
ted the importance of the media in attracting international attention, and thus
internationalise the negotiations between the defending state elites and the new
popular challenges. This matters, because the relative strengths of the two political
opponents very much shapes the outcome as either a negotiated compromise,
accepted by both parties as a deal, or an imposed outcome, reluctantly accepted
and most likely resented by the weaker, inferior party (see also Sutter, 1995;
Swaminathan, 1999). Such transition through transaction (Share, 1987) is funda-
mentally shaped by the role, attitude and negotiating skills of the elites. The
importance of the conditions of change thus becomes clear.

Transformation as a dynamic process

Rustow (1970) questioned the, at the time, prevailing notion in academic and
public debate that democratisation needs a specific set of supportive factors as
prerequisites to establishing itself and keeping a foothold in a society. These
included such broad variables as economic prosperity, level of education and
widespread adherence to liberal or democratic values. Instead, he turned the focus
on agency, process and the bargaining between actors, and not on set structures
and 1nstitutions, and thus broke new ground in the interpretation and analysis of
transitions to democracy. Thirty years later, the outcome of the 1989 to 1991
events in the former communist Eastern bloc have confirmed the crucial role of
the way in which change takes place. Thus, Anderson (1999a) emphasises the
importance of the process of transition from an authoritarian to a democratic state
system. In particular, he identifies the way power was transferred as a key factor in
shaping the likely path (success) of any move towards democratisation: either
‘orderly’ through negotiations, allowing the old elite to have an influence on the
shaping of democratic structures and thus ensuring a degree of continuity of
governance, or abruptly through revolutionary processes. In the latter case, there is
abreak with the past and a new beginning, with completely different governmental
arrangements. This, he argues, would allow for greater consideration of individual
country-specific circumstances, and thus a more accurate reflection of underlying
dynamics, than could be achieved from simply employing a standardised one-size-
fits-all perspective.

But circumstantial particularities will make predictions difficult, as no easy corre-
lations can be drawn between ‘factors in place’ and the resulting nature of demo-
cracy. Indeed, even seemingly ‘infertile’ conditions can generate democratisation
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processes, at least on the surface. Often, these are more for external consumption,
though — to be seen to be democratising — rather than an expression of genuine
internal changes within a state towards democratic principles. The resulting
‘democratic appearance’ usually serves to placate external observers and satisfy
conditions attached to international (western) loan or trade agreements. Often,
these projected ‘institutional concessions were little more than Potemkin villages’
(Anderson, 1999a, p. 9). They have become necessary, because after the end of the
Cold War the American model of civil and economic governance is the only show
in town. Nolonger is there an alternative socialist or communist model on offer that
would allow access to different sources of funding and geopolitical support (see
Chapter 5).

However, as Haggard and Kaufman (1999, p. 73) point out, the emphasis on the
political (transitional) bargaining process, despite its central role in regime change,
tends to somewhat ignore the importance of ‘resources that contending parties
bring to the negotiation and even the institutional stakes of the negotiation itself’.
There is no blank sheet to start off from. Past experiences, existing networks and
own agendas compete for recognition amidst the prevalent economic conditions
and societal structures and particularities (Lock, 1994). They include a socialist
culture of doing things (Seleny 1994), or a distinct statist tradition (Szarvas 1993).
These particularities, Haggard and Kaufman (1999) argue with reference to path
dependency theory, encourage political processes to embark on particular avenues.
There is also, they continue, the not to be ignored ‘contagion effect’ of democra-
tisation processes spreading to neighbouring countries and thus ‘taking a shortcut’
to changing conditions. The overall importance of economic factors is expressed
through such popular indicators of improvement as employment and personal
income. The quite rapidly varying political fortunes of the ruling parties attest to
their close association with good and poor economic performances and the degree
to which there seems to be equitable income (Baer, 1993).

A general failure to generate the promised immediate, blossoming economic
landscapes, but instead landscapes of economic decline and disinvestment, soon
raised questions about the somewhat simplistic and, with hindsight, naive assump-
tions that had underpinned many of the political decisions. These include the
overtly simplistic and naive presumption that market forces eo 5o can effect all
the imagined and propagated economic miracles all by themselves, if only left
undisturbed by state intervention, as the New Right saw it. Instead, the pivotal role
of the state as provider of a market-conducive environment has been recognised,
and this includes a stable institutional and legal framework to allow strategic
investment planning (Eggertsson, 1998). ‘For example, variations in historical
patterns of state formation between coercive and capital-intensive paths and in
their reliance on internal or international dynamics may well create cultural and
social structural predispositions toward certain types of political regime’ (Anderson,
1999a, p. 11).

The sense of liberation from external pressure and control has added a consider-
able amount of national assertiveness and identity-building to the politics of post-
socialist transition, and added an extra variable affecting transition outcomes in
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comparison to non-communist transitions to democracy elsewhere, where there
has been less experience with controlling domination by an external force. Post-
colonial liberation and nation-building movements may offer the closest parallel
here. Whether or not there had been such an external control experience is thus
likely to shape the post-authoritarian policy agenda of its democratic successors
(Haggard and Kaufman, 1999). The political changes in Central and Eastern
Europe during the 1990s illustrate the crucial effect of the experience of an econ-
omic crisis on the subsequent path and outcome of post-authoritarian transition
towards a democratic system. A seeming inability to address effectively some
perceived economic malaise may lead to disenchantment with the transformation/
reform process, and encourage cynicism and apathy in the face of obvious weak-
nesses of the new system. Low voter participation in elections, voting for radical or
single-issue parties as an alternative to the ‘mainstream’ governing parties, or
voting for former communists, are all expressions of discontent and disillusionment,
while also leading to an emerging eastern identity vis-a-vis all-out ‘westernisation’
strategies. This supports the view that fully functioning institutions and governance
are a key determinant of the nature, quality and progress of democratisation. It also
reflects the by far dominant focus on economic issues. Everything else was seen as
automatically following for the ‘better’ (Lavigne, 2000).

The particular circumstances at the time of departure ‘define the mode of
transition in terms of the identity of the actors who drive the transition process and
the strategies they employ’ for gaining control/influence (Munck and Leff 1999, p.
193). This competition, through its influence on the roles of elites, shapes the nature
of emerging post-transitional regimes and politics by affecting the pattern of elite
competition, institutional rules and willingness to engage and compromise (ibid., p.
193). The underlying notion of a path dependency is thus much less structurally
determined than process based, and thus ultimately haphazard, unpredictable and
particular. As such the modes of transition are per definitionem non-repetitive and
non-transferable. They circumscribe the way in which power was transferred,
either with or against the old regime, and this very much shapes the outcome.
While confrontational processes help to unify the opposition and help gain greater
concessions from a relatively weak old regime, a concordant arrangement between
the ancien régime and the revolutionaries may prolong transition and thus their
continued political influence and consideration. An important criterion of the
mode and outcome of transition is whether the main agents of change come from
within or outside the political establishment; Russia, China and Romania are
examples of the former, Poland and the Czech Republic of the latter. In between,
there are a variety of roles for one or the other. Munck and Leff (1999) thus see the
type of actors driving the transition process as primarily responsible for the way it
proceeds, and the outcome it achieves. They thus draw a connection between
modes of transition, and form and degree of democratisation, as illustrated
diagrammatically in the Table 3.1.

Accordingly, two types of democracies may emerge at opposing ends of a scale:
restricted and full. Reforms led by strong incumbent elites, seeking to defend their
ground against the challenging counter-elites, tend to result in more restricted,
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Table 3.1 Type of transition and the role of the old and new elites as agents of change

Mode Agent of change: Mode Agent of change:

of change old authoritarian elite of change new democratic opposition

Confrontational  Revolution from above Disruptive Revolution from within

change through political change society (non-
establishment establishment)

Protracted Process somewhere Marked change  Process somewhere

change between reform and between reform and
revolution revolution

Negotiated Reform from above Gradual change  Reform driven by

change seeking to maintain democratic opposition,
as much of old elite’s seeking to minimise
influence as possible (terminate) role of old elite

Source: loosely based on Munck and Leff, 1999

negotiated forms of democracy, while weak incumbent elites are more likely to be
swept away by a clearly dominating counter-elite, too weak to extract any compro-
mises. The likely outcome here is further-reaching democratisation. Between these
extremes sit more complicated and protracted transitions as a result of negotiated
‘gives and takes’ between less asymmetrically empowered new and old elites. The
complexities here are, as the authors observe, raised by the likely less clearly focused
agendas of both elites, as they feel less threatened than under an asymmetric
distribution of influence. In other words, the weaker and more disunited the
challenge, the weaker is the resolve among the defendants and the more likely are
pacts about transition arrangements (see e.g. Friedheim, 1993).

Agh (1999) distinguishes two types of democratisation: internal (intra-national)
and external (inter-national). While the former relates to the processes discussed
here, that is, a shift from (communist) authoritarianism towards some form of post-
authoritarianism within a country, the latter refers to the integration of a
democratised (democratising) state into wider world politics. He thus, too, focuses
on the process of democratisation, rather than on a particular situation at any one
time. Referring to the transition model presented by Schmitter (Karl and Schmitter,
1992), he highlights the process of transition as a, if not the, crucial factor in shaping
its outcome. In other words, the ‘mode of transition’ is largely responsible for the
resulting ‘type of democracy’. This mode revolves largely around the degree of
compromise versus confrontation, between old (communist) and new (post-
communist) elites. The outcome is shaped by the relative impact of the different
actors, leading to an agreement between the opponents: reform as negotiated
compromise. This may lead to a liberal democracy, as advocated by the ‘West’, or
a nationalistically underpinned democracy, often with more formal than practiced
democratic principles. Examples exist in many African post-socialist/communist
countries, and most post-Soviet states. An important criterion is thus the degree
of a democratic tradition. Does democratisation get driven from within, or is it
imposed from the outside, because ‘it is good for you™?
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The main focus of these understandings of transition is thus the actual process of
change-over from one regime to another, rather than the quality of the outcome,
usually measured against an ideal scenario as desired result. And this process is
shaped by a combination of structure, defining the arena and scope of transition,
and the actors as initiators and implementers of change. Pickel (2002), for instance,
while clearly emphasising the nature of post-communist transition as a political
process first and foremost, stresses the need to look beyond structure and adopt a
more integrated, holistic perspective of both structure and action on the ground. It
is here that the usual understanding of transition has its weakest point, as Bonker et
al. (2002a) point out. The whole concept of transformation and its evolution shifted
during the 1990s from an entirely neo-liberal, purely economy-focused under-
standing, to a more comprehensive paradigm, involving government and society.
This variation reflects the absence of a well-founded theoretical underpinning of
transformation research. Much of the existing work is rather less than comprehen-
sive 1n its scope, restricted largely to an economy-centred interpretation, requiring
policy makers to learn relevant policy-making on the job.

Process of change and outcome: transition
as a disruptive, destructive or constructive
process —transformational recession or
transformational growth

The close connection between delivering the (economic) goods and attitudes to the
post-communist condition has been a particular feature of developments in CEE
countries and the former Soviet Union (Baer, 1993), not least because the gap in
opportunities for consumption between West and East had become one of the main
drivers of disaffection and, ultimately, opposition. The new rulers in those countries
thus placed great emphasis on facilitating or engineering visible economic improve-
ments to gain legitimacy for their hold on power. In most instances, they followed
some form of the propagated liberalisation agenda, and this meant largely breaking
with the past and abandoning state support for the existing economic structures.
Inevitably, economic contraction followed. In contrast to the Chinese experience,
post-communist regimes were immediately associated with conditions even worse
than before. This perception has in many parts survived until today, especially as
regards the more peripheral, disadvantaged parts of the national economies. In
eastern Germany, this has resulted in a view back through rose-tinted glasses to the
old system, when life seemed to be not easy, but more predictable and secure, and
less harsh and less like a rat race. ‘Ostalgie’ has become a widespread phenomenon,
and found its expression in the resurgence of the political far left, including former
East German communists, in the most recent German federal elections.

There are several possible explanations for this transformational recession, as
Lavigne (2000) points out. There are particular historical legacies, such as inherent
competitive disadvantages, which were exacerbated by the new competitiveness
introduced through liberalisation and stabilisation policies, as advised by the
Washington Consensus. But there were also particular ways of doing things,
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especially a bureaucratic, hierarchical thinking, waiting for orders to come from
above and thus removing the need to make decisions and take responsibilities. Not
only was this a result of the previous communist regime’s workings, but also, as has
become evident from many interviews on economic policy-making conducted by
the author in eastern Germany over the last decade, of an acute sense of insecurity
and uncertainty among bureaucrats, especially during the early years of transition.
Many were concerned about maintaining their jobs in a climate of post-communist
purges of former functionaries, and not ‘sticking one’s head out’, and avoiding any
potential for criticism of one’s ability to do the job effectively, seemed a good
survival strategy. It thus was the propagated and effectively imposed western model
of economic development that caused the initial and immediate economic con-
traction and, subsequently, social cost of ‘instant’ westernisation (Offe, 1996).

On the other hand, one needs to keep in mind that there is also a relative aspect
to the perception of decline, at least in its quantitative aspect. Figures released by
the communist states were inherently unreliable, because they also served
propagandist goals, to demonstrate the regimes’ successes to both an internal and,
especially, an external western audience. The experiences with German unifica-
tion highlighted that, where claims of hundreds of billions of Deutschmarks in asset
and productive value made by the then East German government as their
contribution to the ‘marriage’ turned out to bear little reality. Most of the highly
valued productive capacity turned out to be well out of date, producing non-
marketable goods. This highlighted the problems with a purely quantitatively
based, technical and arithmetic assessment of economic conditions. The actual
situation ‘on the ground’ matters at least as much as officially released figures,
especially when the releasing source has a monopoly on information. The mixed
results of applying the Washington Consensus wholesale and inflexibly attest to the
need for developmental models to be placed in the political-economic and societal
realities of their target areas. Econometric modelling alone cannot grasp all the
many factors influencing economic development, and this has become one of the
main criticisms of the largely uncritical, technocratic application of the terms of the
Washington Consensus.

The Washington Consensus paradigm and the
complexities of post-communist developments

The spectacular changes in Central and Eastern Europe at the beginning of the
1990s spurned a whole new breed of researchers looking into the process of tran-
sition and making predictions about its likely course. They also dispensed advice on
best practices and gave recommendations for effective policy approaches. Gener-
ally, this entailed the by then neo-liberal mantra of market-centred liberalisation.
The resulting politics of transformation (Bruszt, 1992) focused almost exclusively
on market processes as the responsible engine of societal and political change. The
early reform programmes called for structural adjustment policies — stabilisation,
liberalisation and privatisation — policies that had been prescribed to Third World
countries since the early 1980s. This ‘neo-liberal discourse of radical reform’ (ibid.,
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p. 3) took a strictly economic perspective, and gave little consideration to other
factors. These already established concepts of economy-centred democratisation
movements secemed confirmed by the events in Central and Eastern Europe. The
medicine dispensed to Latin American countries a few years earlier to help tackle
their debt problem through good financial governance seemed ready to be taken
off the shelves and applied to the former communist countries in Europe straight
away. This new, comprehensive ambition was summarised and projected in the
Washington Consensus, which was concluded between the main (US-based)
bodies of global financial and economic governance, the World Bank and the IMF.
The Consensus refers to a set of supposedly uncontroversial theoretical and political
assumptions about the composition and sequence of market-oriented reforms for
economic growth. This discourse was powerful, because it structured the field of
legitimate arguments, linking scientific rationale and (derived) policies, and intro-
ducing the politically and morally potent distinction between radical reformers
and conservatives (or populists) (Bonker et al., 2002a, p. 5). International trade was
considered to be a, if not the, major vehicle of driving the economic transformation
process.

The Consensus became the dominant (almost dogmatic) paradigm of politics
towards post-socialist countries, specifically eastern Europe (see also Herrschel,
entry ‘Shock Therapy’ in T. Forsyth (2004)). It also became a tool to reaffirm the
West’s ideological victory, over Russia in particular. Turning the latter into a
western clone would be the ultimate symbol of the ‘aberrant nature’ of socialism/
communism, and remove any future danger of possible challenges from there to
the western paradigm (Bonker et al., 2002a, p. 5) This was portrayed as further
evidence of the superiority of the liberal market principles in the Thatcherite/
Reaganite mould.

The Washington Consensus was driven by the institutional power of international
(US-led) financial organisations (IMF, World Bank), combined with the prestige of
neo-classical economic theory supplied by the transitologists in academia, and an
orthodox beliefin the efficacy of market forces, which had gained in profile through
the rhetoric of the Thatcher and Reagan governments and their dispatched
advisers. As a result, orthodox transformation theory and policies of the early 1990s
revolved around the mantra of stabilisation, liberalisation and privatisation. All
advice to transforming states was based on these three factors in a near-dogmatic
belief. This economy-centred orthodoxy, however, has been increasingly challenged
by developments in post-socialist Central and Eastern Europe. Interestingly
enough, the impact of the experiences in these countries on the institutions
responsible for the Washington Consensus has been much greater than had been
mustered by the developing countries in Africa and Latin America.

The problem with the simple policy transfer of the Washington Consensus
paradigm to the post-communist countries in Europe was that policies did not quite
fit the particular challenges posed by the nature of this transition. The policies of
the Washington Consensus were tailored to the problems of economic instability
and associated indebtedness in developing countries, particularly Latin America.
They were thus aimed at economies that were, more or less, following market

64



THE MEANING OF POST-COMMUNIST ‘TRANSITION”

principles, albeit not always in a very successful way. The Consensus was aimed at
distorted market economies, and not those with a completely different approach to,
and operation of, resource allocation. Kolodko (2000a, b) blames the insufficient
knowledge of those involved in ‘transitology’ of the situation in communist countries
as one of the main reasons for the misjudgement of likely transition paths and
their outcomes. They simply applied their understanding (however incomplete) of
developments in developing countries to the situation in eastern Europe, either
ignoring, or being unaware of the significance of, the fundamentally different
underlying structures and legacies, although these countries were categorised as
‘Second World’, rather than “Third World’. Much of their focus was on post-Soviet
rather than eastern European experiences, possibly because of the strong Cold
War-era focus on the Soviet Union as the embodiment of the ‘East’. There had, of
course, been some aborted attempts at establishing communist regimes in Africa
and Asia too, but they had been seen largely as peculiarities or, at worst, an irrita-
tion, in the development trajectories of Third World countries. So, there was some
information available here, but the relevant countries did not feature much on the
geopolitical and geo-economic radar screens of the main international financial
agencies, and the ‘western’ governments, leading to limited interest in designing
policies specifically for those conditions.

The main tenor of the Washington Consensus thus remained unchallenged,
although its policy recommendations had been written for ‘clients’ in circumstances
quite different from those facing the collapse of their communist regimes. Shock
therapy was advocated as the one and only ‘proper’ approach to conducting the
shift to a market economy, and curbing inflation was the central part of its
implementation. Its basic assumptions and reassessments have thus remained the
same as developed for the circumstances of the indebted developing countries in
the 1980s. There were only a few minor cosmetic changes. These included the
option of ‘gradualism’ as a possible, if less preferable, alternative to the shock
therapy approach. Not surprisingly, Stiglitz (1999, p. 21), a vociferous opponent
of the largely uncritical application of the Washington Consensus’s modus operand:
within the World Bank, refers instead to ‘incrementalism’, thus emphasising the
hesitant aspect of this approach. The Washington Consensus of the mid-1980s did
not envisage application to post-communist conditions. But when the situation
arose, its medicine was prescribed to those particular circumstances wholesale and
without reconsideration.

In effect, post-communist changes, including those in Europe, were put on a par
with the challenges faced by industrialising developing countries. The immediate
interpretation vis-g-vis the collapse of communism was ‘that it would be sufficient
to liberalise prices and trade and then fix the financial fundamentals’ (Kolodko,
2000b, p. 1). This view is somewhat surprising, considering the then realisation that
‘this is a process of replacing an old system with a new one ... rather than tinkering
with the way it [the old system] performs’ (ibid.). Privatising state assets was a
crucial instrument of the propagated and expected adjustments. Economic growth
was expected to follow automatically, without state-institutional reform to underpin
the new markets. In fact, driven by economists, the state was considered as the main
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perpetrator of the problems in eastern Europe, and rolling back the state as much
as possible would, therefore, by definition, help markets develop in their most
efficient form. There was no consideration of the need for appropriate institutional
structures to provide a necessary legal and administrative framework for ‘proper’,
that is predictable and reliable, market operation. This lack turned out to be one of
the main weaknesses of the Consensus. Indeed, as early as 1992, Murrell pointed to
the classical analysis of inter alia Karl Popper to point to the potential pitfalls and
social costs of implementing ‘utopian blueprints’, rather than opting for more
‘piecemeal social engineering’ (Murrell, 1992, p. 16). In fact:

catchwords like ‘social market economy’, ‘people’s capitalism’, ‘mass
privatization’, ‘improvement of efficiency and competitiveness’, ‘fast
growth’ and ‘higher living standards’ were used as substitutes for a
comprehensive blueprint ... Visions about the outcome were fuelled
more often by the experiences of somebody else, especially the developed
market economies, rather than by critical analyses of one’s own abilities
and constraints.

(Kolodko, 2000b, p. 43)

Only slowly, with experience, the initial policy rationale was revised to take the
particular features of the post-socialist countries into account. As a result, post-
communist countries were able to move from an initial ‘shock without therapy’ to a
later, more informed, phase of ‘therapy without shock’.

Thatcherism and Reaganomics rejected the state as a separate force outside the
economy, potentially interfering with its presumed optimal functioning if left
alone. Consequently, the political process was not seen in terms of parliamentary
procedure, consultations with stakeholders, and the art of compromise, but in terms
of a technology of implementation (Bénker et al., 2002a, p. 11). This technocratic
approach focused on marketisation and de-statisation of economic development as
the universally applicable and appropriate strategy. These policies were generally
applied and monitored from above rather than initiating, and drawing on the
outcomes of, debates and discussions from within as part of a democratising process
of an emerging civil society. Despite the exclusion of political process, and the fact
that the implementation focus was later seen as failing to realise the importance of
mnstitutional contexts for the proper functioning of markets (see e.g. Poznanski,
1999), it should not be forgotten that at the time of the collapse of communism,
time seemed of the essence to avert the danger of a possible premature end to the
opening up of the communist states, without having the right structures put in
place. Again, structure was the main focus. Installing western principles quickly to
establish irreversible changes to the communist-era structure was seen as a quickly
implemented guarantee of embarking on a path of no return. And this was the
ambition of people both inside and outside those states. Radical liberalisation
appeared as the only effective way of ‘detotalizing the regime’ (Bénker ez al., 2002a,
p- 10); economic reform was seen as the centrepiece of rapidly and permanently
westernising the East effectively, and neo-liberalism was, by far, the most favoured
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strategy at that time. So it was not surprising that under post-communist conditions
economic liberalism and political liberalism became two sides of the same coin
(ibid.). Political liberalism became the presumed automatic outcome of installing a
free market economy — but, as the example of China shows, this need not be the
case (see Chapter 6).

One of the main drawbacks of the New Right ideology of Thatcherism and
Reaganomics was the neglect of institutional reform, together with a clear Euro-
centric perspective as far as communist regimes were concerned. The ‘minimal
state’ was relentlessly advocated as de rigueur for a successtul market economy. The
role of the state and institutional reform have been raised by the European Bank for
Reconstruction and Development’s (EBRD) annual Transition Reports (available
from: www.ebrd.com/pubs/econo/series/ tr.htm), applying a host of indicators to
assess ‘progress’ in implementing the rules laid down by the Washington Consensus.
But what is the role of the state in a transition process that is meant to be driven by
liberal market forces (nearly) alone? Is it merely a detached enabler of a liberal
market, providing institutions and then standing back? One observation, made by
Kolodko (2000a, b), is that transition economies need a more carefully designed set
of anti-cyclical policy measures to avoid boom and bust economic cycles. In this
way, government can pursue its role, as ultimately expected by most ‘ordinary’
people, to ensure robust economic growth and a fair distribution of its results.
While this may not be following its textbook role envisaged under neo-liberalism, it
has been a major consideration by the electorate when placing their votes. In effect,
it was attempted to implement a stabilisation package in a market vacuum (see e.g.
ibid., p. 24). But the crucial role of government involvement became increasingly
obvious. In its absence, market failures are likely to prevail, and informal institution-
alisation takes over, possibly leading to ‘bandit capitalism’ (Kolodko, 2000a, b).
Liberalisation and privatisation alone cannot provide the conditions needed for the
effective operation of a market economy. Stable legal frameworks, especially regard-
ing property rights, are necessary (ibid., p. 74). It is at that point that differences
between countries in their degree of implementing socialist practices become
apparent. Those with a more liberal approach to socialism (e.g. Hungary’s hybrid
model; see e.g. McDonald, 1993) and thus some experience with the needs of
‘markets’ went through the learning process more quickly than those that continued
to follow a more technocratic, dogmatic approach (e.g. Romania). So it may not
come as a surprise that in 1990 Kornai suggests, for Hungary, a dual economy, split
between state-run and private-sector businesses, to be the most likely outcome of
post-communist transition and, indeed, for other countries, too (Kornai, 1990).

The hegemonic domination of economic liberalism meant that dissenting, or
even cautious, voices were deemed out of step with the reality of events. Many
of these concerns focused on the nature of privatisation, the very key plank of
liberalisation as the motor of transition (Laski and Bhaduri, 1997). Against the
dominance of the neo-liberal dogma at the time, those advocating a less ruthless,
more gradualist, state-managed transfer of ownership were deemed to be fantasts,
failing to learn their lessons from the communist experiment and hanging on to
socialist dreams instead. Nevertheless, the discussions about gradualism or shock
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therapy for privatisation and transition, together with early observations about the
nature of various privatisation processes, encouraged a somewhat more differen-
tiated, less solely market-centred view. The importance of political processes,
discussions and representation, rather than mere institutional structures, became
increasingly visible as the true backbone of democratisation (Lavigne, 2000).

The absence of a public debate on the nature and direction of post-socialist
development, and the instead externally driven establishing of a one-size-fits-all
western model of state-societal and economic organisation, raised in itself obvious
questions about democratisation, offering little scope for finding more locally based,
specific avenues of post-socialist transformation. This, of course, contradicted the
very notion of democratisation as a path to building civil society. In effect, it may be
argued that the dogmatically advocated abstract liberalism of Western policy
advice, even if unwittingly, thus contributed to the emergence of this situation
(Bonker et al., 2002a, p. 16) of reinforced inequalities in the outcomes of transition.
Events made obvious the much greater complexity of privatisation in the formerly
socialist states than had been propagated by the western-based Thatcherite
advocates of shock therapy. In particular, powerful interest groups at the interface
of state (administration) and economy held more control of the process of asset
transfer than had been expected in the rather more simplistic understanding
underpinning the Washington Consensus. Thus, for instance, the state did not
control all means of production, allowing a simple, clear-cut and immediate transfer
of ownership from one hand to another. In reality, various forms of mixed econ-
omies existed as syntheses of state socialist and market principles, such as in
Hungary and Poland. This meant a more difficult, differentiated picture of control
and stakeholding of the means of production, with varying claims to their owner-
ship, which often were overlapping and even contradictive. Thus, large socialist
integrated industrial complexes, driven by the ideology of extending the visibility of
an industrial proletariat, sat next to traditional forms of a rural peasantry deeply
rooted in pre-socialist tradition (for example, in Poland), or next to small workshop-
style businesses (as in Hungary). Against this background, by the late 1990s, a more
differentiated picture had emerged, taking into account the institutional, political
and structural dimensions of privatisation (ibid., p. 17), as evident on the ground.

The disappointment with neo-liberalism in Eastern Europe coincided with
similar experiences in other parts of the world. The results of almost two decades of
‘structural adjustment’ in Latin America have been less than convincing, and its
responses to the Asian crisis at the end of the 1990s did little to boost the IMI”s
reputation as an instigator of successful economic management. Comparing the
international policy responses to economic development in those global regions
with the ones in formerly socialist countries, will cast some wider light on the policy
objectives of ‘structural adjustment’ in general, whether under post-socialism or
not. “The call for adjustment with transformation’ (Bonker et al., 2002a, p. 20) and
second-generation reforms emerged in the African and Latin American contexts,
where conventional programmes had produced widespread dissatisfaction. It is
somewhat surprising, therefore, that few of these considerations made it into the
policies towards eastern Europe, but the perceived difference of their developmental
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state as ‘Second World’, and their Europeanness, may have contributed to the
absence of immediately drawn parallels, and the adoption of a technocratic,
ideology-driven approach instead. The economic decline following suit in Central
and Eastern Europe was considered a necessary medicine to prepare the field for
the propagated growth thereafter, and was seen as an inevitable trade-off of
macroeconomic reforms (Bonker et al., 2002a). Just as in the developing countries,
income distribution became more unequal, and real wage levels also fell, at least
in some parts (Carter and Maik, 1999). This affected, particularly, those regions
and countries with less immediate economic advantages from transformation and
westernisation, encouraging a backlash against the reforms and favouring a
resurgence of reformed former communist parties. They were expected to possess
abetter understanding of the indigenous difficulties, and thus be in a better position
to genuinely defend the relevant populations’ interests. It may also be seen as an act
of defiance, such as now observed in eastern Germany.

The evident weaknesses of the Washington Consensus, demonising the state as
bloated and ineffective per se, while ignoring the importance of creating functioning
institutions to create a pro-growth economic environment, led to the emergence
of a ‘New Development Paradigm’ (Bonker et al., 2002a, p. 20). This advocates
‘modern-ising the state’ rather than simply ‘rolling back’ the state as far as possible.
The paradigmatic change developed gradually, with ‘old” and ‘new’ understand-
ings overlapping. Thus, for instance, the 1996 World Development Report, From
Plan to Market (World Bank, 1996), presents both views in one document: in Part
One it contains an orthodox, technocratically directed assessment of economic
variables, including a list of performance indicators, and in Part Two it boasts
concern with differences and particularities between and within states, suggesting
the need for a more differentiated evaluation and policy-making, stressing the
importance of long-term institution-building and a strong state. The late 1990s
thus produced a more comprehensive, three-dimensional perspective of transfor-
mation processes, insisting much less on a ‘rigid and dogmatic’ one-size-fits-all
standard approach. Nevertheless, policies were still clearly Eurocentric in focus.

Research into post-communist transformation needs to take the diversity and
complexity of not just structures, but also, and in particular, processes, into account,
and this seems to be increasingly the case. But it also needs to look beyond the post-
Soviet, CEE perspective, even though that is the most visible, high-profile arena
of change. Comparative studies at the wider geographic scale are few and far
between, with most work concentrating on a particular global region, mainly the
CEE countries, the FSU and China. Beyond that, work becomes thin on the
ground. One of the few further-reaching comparative assessments is that by
Dryzek and Holmes (2002), stretching from central/eastern Europe, via the former
Soviet Union, to China, in an attempt to identify types of transition based on their
progress. There is no presence, however, of either Africa or Latin America, which
tend to be subsumed under “Third World development’ (Snookes, 1999), rather
than versions of post-communist development where relevant. But the more recent
perspectives tend to extend beyond the relatively narrow, economy-centric and
technocratic argumentation between gradualism and shock therapy, so much loved
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in the early 1990s. With a generally growing awareness of the principal workings
of global processes, limitations to liberalism have become more apparent and
recognised. Global forces of free trade do not necessarily favour, and automatically
create, ‘free’ western-style states and societies, however defined. Reality is much
too imperfect to generate the outcomes predicted by simplistic, idealistic develop-
ment models, such as those underpinning the Washington Consensus. There are
also opportunities, such as for the Asian transition economies, of looking towards
the ‘tiger economies’ for inspiration (Pomfret, 2001).

Experiences with post-communist development have highlighted the importance
of the role of the state in the interplay with society and economy. Transition, so it
became apparent, cannot be reduced to economic variables alone, and a mere
formal shift from state control to market liberalism. Instead, it needs to be seen in a
much more holistic sense, as ‘economic society’ (Linz and Stepan, 1996), where the
economy is an integral, if very important, part of societal structures and processes,
rather than a stand-alone feature. Particular attention needs therefore to be given
to the interaction between market requirements, state capacity, the democratic
openness of the political process and civil society activity. “The interplay of these
elements is the common point of reference for more complex explanations of
diverging transition paths, and for different variants of political capitalism’ (Bénker
et al., 2002a, p. 26). They may distinguish between ‘trailblazing’, ‘halting’ or ‘late
developing’ avenues of transition, as suggested by Dryzek and Holmes (2002). For
instance, the application of the paradigm underpinning the Washington Consensus
first and foremost to Russia/the Soviet Union, and only as a second thought also to
eastern Europe, reflecting the somewhat naive, Moscow-centric evaluation of
communist Central and Eastern Europe, with little awareness and appreciation
of underlying differences between nation states, and between the former Soviet
Republics and the CEE countries (see also here Chapters 4 and 5).

But in the absence of an awareness of such diversity, more readily available
paradigms, based on conventional scientific (economic) approaches, were adopted,
propagating and assuming just one ‘right’ model. This simplistic and rather
prescriptive view encouraged:

many economists and some political scientists [to feel] well-equipped to
advise on political reform. In contrast, sociologists, geographers, and
other social scientists, not to mention historians and philosophers, were
perceived as not possessing knowledge particularly relevant to the practical
problems of transformation.

(Lavigne, 1999, p. 112)

The rationale behind that was, of course, that transformation was entirely, and
exclusively, an economic challenge, revolving solely around establishing a liberal
market economy, with all other aspects of post-communist transition following
from there by default. Experiences since then, however, have triggered a learning
process and a realisation that there are variations and, indeed, other factors, such
as legacies (see Grabher and Stark, 1997), that matter. This has led to a gradual
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reinterpretation and redefinition of the nature and process of transformation.
Increasingly, with the limitations of an economy-only interpretation more evident,
area specialists from within the social sciences, drawing on experiences with
transition to democracies elsewhere (southern Europe, Latin America; see e.g. Linz
and Stepan, 1996), gained in importance within the debate. They challenged
the econometric view and, from the mid-1990s onwards, helped to formulate a
re-conceptualisation and new explanation of post-communist transformation (see
Bunce, 1995; Karl and Schmitter, 1995).

Alternative models to the Washington Consensus:
growth-led versus recession-led marketisation

The organisation of markets is the main difference between post-communist and
other post-authoritarian countries. From a Washington Consensus point of view,
transformation victory was seen as facilitating ‘creative destruction’, replacing
the inherited structures and starting anew, with immediate growth following. But
this implied an immediate and complete introduction of a fully operational market
economy. The promise of immediate economic rewards for everyone, especially
greater personal affluence and consumer choice, seemed remote in the early years
of the 1990s, raising question marks over the salience of the modus operand: of the
transition process. Not surprisingly, by the end of the initial period of enthusiasm
among the population, the willingness to make sacrifices diminished, and positive
results delivering the goods were expected with growing impatience. This was
accompanied by clear signs of reform fatigue (Bonker ez al., 2002a, p. 14). There
were attempts at different approaches to post-communist transformation, usually
coupled with independence from global financial support, and thus attached
strings. There, a less wholesale, more controlled approach to reform was attemp-
ted, largely leaving in place existing (inherited) political-economic structures, and
merely amending them with some new policy measures and initiatives. China,
followed by Cambodia, is the most prominent example of this carefully reformist
approach, leaving much of the existing system in place, and just making it respon-
sive to market principles, albeit in selected territories only.

Pei (1996) seeks to identify general patterns of transition by comparing the Soviet-
centred and China-centred regions of transition. While the latter is discussed as
exemplifying growth-led transformation (e.g. China, Vietnam), the former is
described as recession-led (eastern Europe, Russia). Accordingly, the main differ-
ence between the two models of transition is the approach to the privatisation of the
economy: an experimental, carefully staged approach in the Chinese model, and
rapid replacement of the whole state sector in the Washington Consensus-based
approach in eastern Europe/Russia. Thus, in the former, the existing structure
stays in place, and private investment is added to that. Under the eastern European
model, most, if not all, existing structures and capacities were restructured, which
often meant disinvestment and huge losses in institutional capacity and knowledge.
The result was economic collapse and an obvious necessity to rebuild the state,
society and economy from scratch. This is a massive task by any measure. The
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initial experience of the affected population is thus not one of growth and develop-
ment, but rather of problems, unemployment, and an atmosphere of crisis and
deterioration. It is no surprise, therefore, that the reform politicians, with their
propagated liberalism, were soon voted out of office, in some cases in favour of
the former communists. In China and Vietnam, by contrast, private input was
merely felt as an add-on, not a replacement of existing structures (see ibid.). This
helped maintain the position of the ruling Communist Party, which continues to
claim political control. There is no possibility of seeing people’s assessment of the
changes.

Not until more recently, have non-economic factors been considered in the tran-
sition process, especially the impact of institutional legacies and their relationship to
the observed paths of economic transition. Relevant legacies include the ‘com-
pleteness” with which communist structures and principles were established and
implemented, in particular the degree of centralism, and thus the permitted exist-
ence of (semi-) private businesses (even if only small) outside the state-led economic
apparatus, such as in Hungary. ‘Such institutional differences, moreover, can be
used to explain the different patterns of micro-level response to economic reform
and its political consequences’ (Pei, 1996, p. 132). China and Vietnam are of
particular interest here, as they are the only transitional communist countries with
continued economic growth throughout the transition period. The different
approach to ‘transition’ and ‘reform’ is a key part of this phenomenon. The crux of
the evident economic success thus seems to rest in maintaining the basic structures
and capacities, while carefully changing the ‘rules of the game’ in favour of ‘more
market’. This way, existing institutional knowledge, infrastructure and networks
can continue to function where appropriate, rather than everything having to be
built up from scratch. Such gradual ‘transition’ is thus understood as reform,
rather than revolution. This can be selective, as in China, restricting changes to
just one dimension of the process, such as economic as against political-governmental
conditions.

In addition, of course, the different legacies matter when embarking on one
route of transformation or the other, and China and the former Soviet Union cer-
tainly have different legacies, especially the degree of industrialisation (Mclntyre,
1992). Much of China’s communist-era development effort focused on industrial-
ising the rural economy, inspired by Soviet strategies, but, in contrast to there,
policies allowed and supported smaller-scale, village-based projects. Thus, some
decentralised decision-making skills were facilitated, contrasting with the Soviet
Union’s rigid centralism, which allowed few, if any, such skills to develop. This
difference proved important for China when introducing market principles. There
was at least some basic grasp of, and partial experience with, making decisions and
judgements regarding opportunities. In China, therefore, economic development
did not depend entirely on the performance of new, massive industrialisation
schemes, but gained its capacity through the sum of dispersed small village enter-
prises, in combination with large (usually state-owned) firms. The main engine of
economic growth thus emerged as rural industrialisation through developing
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businesses in towns and villages, providing a much broader and more ‘advanced’
starting point for economic transformation towards marketisation than was the
case with the Soviet system.

Given these differences, but also the unreliability of communist-era economic
figures, Pei (1996), emphasises the need to look beyond the debated arguments for
or against shock therapy and gradualism, and instead to examine the particular
economic and political circumstances of each country (or region).

Much of the disappointment about the lack of instant progress and success after
the change of the system was also due to the overoptimistic, unrealistic expectations
in the private sector’s response. This deflation of expectations affected, in particu-
lar, the shock therapy approach, where state-owned firms were believed to be
responding quickly, released of their ‘shackles’. But that did not happen, owing to a
number of impediments such as lack of experience or understanding of market
mechanisms, long-established ways of non-market thinking, and a close inter-
connection between political and economic elites. It is not surprising then, that
countries that had experimented with modernising socialist economies through the
injection of some form of private enterprise, such as Hungary (Bozoki et al., 1992),
provided a more fertile bedrock for post-communist economic development than
those that clung to dogma.

The main difference is the form of institutionalisation of state-socialism, that is,
its thoroughness and ‘purity’. The highest concentration of state power, and thus
the lowest scope for entrepreneurialism, can be found in the more orthodox com-
munist states, whereas the less orthodox systems show somewhat greater scope for
entrepreneurial response. These differences in legacy seem to reflect on the speed
with which market principles could establish themselves in practice, permitting
individual entrepreneurialism or relying more on formally imposed arrangements.
In those cases, where there was some form of a mixed economy, enterprises seem to
have developed the necessary skills in circumnavigating governmental red tape
and administrative obstructionism, whether intended or not. This is also a useful
skill under market conditions. Other key differences affecting the shape of post-
communist transition processes are varying mechanisms to deal with property
rights and social welfare, and thus the way of democratising the state-run system.
The two types of transformation processes — recession-led transformation (Soviet-
centred) and growth-led transformation (China-centred) — also seem to have
produced different elites. While the former facilitated a new business elite, often
through insider-informed privatisation schemes, allowing state apparatchiks to
turn into entrepreneurs, the latter system used a more decentralised system of
‘entrepreneurialisation’, although there, too, close links between government
officials and entrepreneurs exist. The lack of an effective state, providing clear rules
and supervision for the privatisation process, was one of the main reasons for the
quite particular way this process unwound in the former Soviet Union. How these
differences impact on the development of democratisation and the emergence and
operation of a civil society, and thus a ‘successful’ transition by the criteria of the
Washington Consensus, remains to be seen.

73



THE MEANING OF POST-COMMUNIST ‘TRANSITION’

Conclusion

The notion of ‘transition’ has gained enormously in currency in public discourse
over the last 15 years, since the high-profile end of communism. Yet it has not
become much clearer in its meaning. This chapter has sought to outline some of
the key arguments revolving around ‘transition’, whether seen as prescriptive in
relation to the Washigton Consensus or, in its strategy, as either ‘growth led’ or
‘recession led’. In this context, has post-communist transition been a particular
version of post-authoritarian democratisation a la Southern Europe or Latin
America of the late 1970s/early 80s? What has become evident is the dominance
— by far — of the economic dimension, that is liberalisation and marketisation, in
tandem with democratisation as ‘automatic’ outcome. While there has been a clear
hegemony of the Washington Consensus, its appropriateness to the conditions of
post-communist countries has been less clear. The costs, especially social (unem-
ployment) and investive (loss of productive installations) have been enormous, and
the subsequently rapidly deepening inequality between the ‘winners’ and ‘losers’
of the regime change is becoming increasingly problematic, and could become
destabilising if not addressed. ‘Democracy’ and ‘market’ will look less desirable if
living conditions turn out to be harsher than under the previous regime; pragma-
tism will surpass wider philosophical notions of ‘freedom’ and ‘legitimation of
government’, if life is a struggle for survival.

The outcome may be different forms of post-communist regimes than are pre-
sumed by the comfortable western advisers who descended from their institutional
worlds on the late communist countries to turn models and theories into reality —
that is, forming reality according to theory. The last 15 years have demonstrated
that such linear strategies and predictions are not necessarily matched by
developments ‘on the ground’, and there is a growing awareness of new forms of
regimes emerging that fuse the particular legacies of the communist countries, in all
their underlying diversity. This means that, yes, there has been a shift away from
the old communist regimes, but whether it is a ‘transition’, in the sense of a clearly
defined route towards a visible destination, is not so clear. Different starting points
and different destinations emerge, with the journeys to them following a variety of
routes at different paces. This diversity, and the inherent ‘fuzziness’ of the notion
of ‘transition’, thus suggests, at least, the use of the plural ‘transitions’, as there are
so many variations in their nature. It will take time for the likely shapes of their
destinations to become a little clearer.
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MARKETISATION,
DEMOCRATISATION AND
INEQUALITY IN CENTRAL

AND EASTERN EUROPE

Craig Young

Introduction

This chapter provides an overview of the nature of post-socialist (post-communist)
change in Central and Eastern Europe (CEE). It sketches out the key characteristics
of this change, particularly drawing attention to the marked differentiation within
the region. Post-communist change in CEE has been distinctive compared to that
in the other global regions of post-socialism considered in this book, although there
are perhaps some similarities with the nature of change in parts of the former Soviet
Union.

What characterises post-communist change in this region is the strong influence
of external actors, ideologies (especially the Washington Consensus; see Chapter
3) and processes on the nature of change. The focus on the former Eastern Europe
and FSU made the Western European experiences obvious models for transition
and the moral appeal of the market as the basis for freedom and prosperity enhanced
its appeal in CEE. The Washington Consensus model and the activities of inter-
national economic organisations and consultants shaping aid and trade policies has
implanted the notion of the ‘correct’ path to development being the adoption of
market liberalism. This has been further enshrined in the process of accession to
the EU for some CEE states. Domestic politics across the region emphasised the
need to become accepted members of the international community by joining
organisations such as the EU, NATO and the OSCE and to gain international
political recognition of sovereignty and economic credibility. The characteristics of
post-communist change here are thus strongly marked by the region’s particular
relationship with Europe, both in terms of geographical proximity and historical
and cultural links with ‘Europe’ as an idea, and also the existence of neighbouring
‘models’ of democracy and statehood. Thus there have been powerful political
projects to ‘Europeanise’ CEE states. The mostfocused form of this Europeanisation
has been the process of accession to the EU, which was achieved by eight of the
CEE states in 2004. This process exerted a powerful external force on these nations
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to conform to a particular idea and form of European statehood. This process has
also impacted more widely within the region, including in the next CEE accession
states (Bulgaria and Romania in 2007) and future potential applicants, most
notably Croatia in the short term. However, even for those CEE states not currently
part of the accession process ‘Europeanisation’ has been important in attempts at
democratisation and creating a new national image.

However, this chapter will be concerned with examining how the playing out of
these powerful external forces, which have often been internalised through the
policies of post-communist governments, has produced a complex range of changes
within CEE. Post-communist change in the region has not been a simplistic, linear
‘transition to capitalism’, as was suggested by approaches such as the Washington
Consensus. Indeed, some processes are producing a fragmented pattern of
development within the region. EU accession has created a new divide within the
region, with non-EU CEE states pursuing a range of other approaches to regional
integration and development. States that are more geographically remote from
Europe but nearer to the Russian Federation or the Mediterranean countries have
pursued different policies to international integration, albeit with an eye on
developments in Europe. The marketisation of the economies of these countries
has proceeded unevenly with processes central to the Washington Consensus view,
such as foreign direct investment and privatisation (see Chapter 3), actually
producing highly uneven geographies of economic change. Domestic economic
and political strategies intertwine with these external forces at a range of scales to
produce great variation within CEE. In addition, there is the key process that the
Washington Consensus and related approaches to post-communist change really
underestimated: the legacies of state socialism in the region and their impact on
economic and political processes. Rather than just being swept away at the ‘end of
history’ to leave a fabula rasa upon which Western models of democracy and
capitalism could be instantly established, the networks and socio-economic rela-
tions of state socialism have continued to impact on post-communist change in the
region.

Thus although there are certain characteristics that may mark out the nature of
change in CEE compared to the other global regions considered in this book, great
care must be exercised when discussing the impact of these processes on the nature
of change in the region. Rather than a simplistic ‘transition to capitalism’ in the
region, post-communist change has been marked by highly uneven and fragmented
patterns of development, which are strongly influenced by the legacies of commu-
nism in the region. This chapter thus outlines some of the key characteristics of
change in CEE to identify the nature of post-communist change in the region. After
briefly reconsidering the key policies that were developed to shape change in the
region post-1989, the chapter then illustrates the resulting geographical complexity
in key areas. Patterns of economic change are examined at a range of geographical
scales to outline the production of a fragmented space-economy as a result of the
marketisation of centrally planned economies. ‘Europeanisation’ as an important
process in redefining the nation state, and in particular the EU accession process, is
then outlined, an analysis that also brings out the contested nature of this process.
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The process of democratisation across the region is then analysed to illustrate the
complex political development paths that have emerged since 1989.

The fall of communism in Central and
Eastern Europe

The reasons for the end of Communist Party rule in the former Eastern Europe in
1989, and in the USSR in 1991, are complex and long term. Although the end
of communist rule is often portrayed as unexpected, in fact pressure for change
had existed within the communist system since the 1970s and had been predicted
within Eastern Europe itself in some quarters. Communist-shaped societies and
economies, such as those in CEE countries, contained tensions and contradictions
that ultimately produced their own downfall. Poor economic performance in
combination with a series of social and cultural changes eventually led to the
political fall of these regimes. A key issue was that the Communist regimes failed to
solve the issue of the need to legitimate one-party rule among their populations.
Discontent found various outlets, such as culture, religion and rock music, and
provoked tensions surrounding ethnicity and class (Ramet, 1995). Over time,
communist systems were unable to create consensus. Recurring demands for
democracy indicated a failure of the policies of socialisation and a failure of efforts
to inculcate the values of communism in the population.

Ramet (1995) provides a summary of the key processes that underlay the eventual
fall of Eastern European state socialism (though these varied from country to
country). First, long-term economic deterioration was a factor also related to the
Marxist-Leninist systems’ declining legitimacy. The rapid economic growth
demonstrated in the 1950s and 1960s was replaced in the late 1970s by economic
decline. Increased borrowing from the Western capitalist nations in the 1970s led
to problems with servicing debt repayments, which in 1987 took between 20 and 67
per cent of annual export earnings as interest rates rose rapidly. The average citizen
thus faced harder working conditions, lower real wages, shortages of consumer
goods (as these were marketed abroad), and energy shortages to support the paying
off of national debts (Romania in particular suffered from harsh austerity measures).
This led to an increase in strikes in key industrial sectors and also contributed to the
sense of alienation from the communist regime. In response, new groups emerged
in the political system that proved to be influential in political change. The
propaganda of the workers’ democracy gave the working class a sense of political
entitlement (for example, the Solidarity trade union movement in Poland). Urban-
isation, secularisation, education and changing sexual ethics contributed to new
movements among young people, women, and religious groups. These processes
were strengthened by the defection of intellectuals. Academics, writers, artists and
other intellectuals were, to varying degrees and despite censorship, able to voice
dissent with the regime, in some cases forging alliances with workers’ movements,
urging political and economic reform.

These factors were exacerbated by state inefficiency and corruption, which
added to the loss of state credibility among the population. Corruption, which the
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bulk of the population engaged with, became a necessary part of life. In several
countries in the 1980s, the authorities admitted corruption within government,
but the attempts to deal with it further heightened the regimes’ loss of credibility.
Despite the Party’s control of the media and production of propaganda, surveys in
the 1980s revealed a high degree of disaffection with the regimes among the public.
Control by Communist parties was further weakened by factionalisation among
the political elite, e.g. between reform-minded and other Communists. In the
1980s, several Communist parties admitted to past mistakes and harsh policies,
which shook their credibility and self-confidence. These problems for Communist
rule were not helped by the often inept use of force by the state, as the 1980s saw
many instances of the use of force by the state police and/or armed forces to
maintain the communist regime. All of these factors contributed to a longer-term
expectancy of change. In the late 1980s, most of Eastern Europe witnessed increased
levels of belief in the possibility of change, and the continuation of strikes (as in
Poland in 1988) demonstrated that people were still prepared to demand it.

Akey process in this longer-term demise of state socialism in Eastern Europe was
the attempts by the Communist parties to solve the problem of poor economic
performance without major internal structural reforms. The experience of each
country varied, but a general pattern was that in the 1970s the economic perform-
ance of Eastern European societies began to fall, especially relative to Western
capitalist economies, and by the late 1980s they were experiencing economic crisis.
Individual countries were failing to meet the production targets specified in five-
year plans. In Czechoslovakia, for example, 31 per cent of enterprises failed to meet
their production targets in 1987 (Ramet, 1995). Qualitative deficiencies in produc-
tion were also an issue, such as the poor quality of goods, which limited sales on
domestic and foreign markets. The standard of living within countries was affected
as export markets became increasingly important for generating hard currency.
The response of most communist regimes to falling industrial output in the 1970s
was to borrow capital from the Western industrialised nations to purchase new
technologies to support modernisation and exports to the West (although Romania
and Czechoslovakia pursued more isolationist policies, which in the long term
produced technological decay and dependence on the West).

However, the resulting debt servicing caused further problems for these regimes.
Their goods lacked competitiveness in export markets, adding to the problems of
debt servicing that increasingly took a large proportion of what export earnings
were generated. Policies were introduced to reduce imports and introduce austerity
programmes to service debt. Shortages of consumer goods eroded confidence in
the political system run by the Communist Party. This represented a double crisis
for the state, in production and consumption, especially given the ideological and
propaganda aims of socialism. The resulting material hardships further undermined
the legitimacy of Communist rule.

Managing the economic problems inherent in centrally planned economies
through external borrowing introduced a fundamental shift in the position of these
economies with respect to the rest of the world economy. Despite their ideological
intentions, Eastern bloc economies were opened to Western capital. Borrowing
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from Western economies may have offered a solution, but it resulted in these
economies becoming intertwined with rapidly changing global capitalism at a
particular time in its evolution (Verdery, 1996). Borrowing and debt servicing
increased communism’s interlinkage with increasingly globalised and newly flexible
capitalist systems. Marxist-Leninist economies thus had to cope with becoming
increasingly integrated with global capitalist systems at the very time that those
global systems were undergoing fundamental change.

These changes exposed the limitations of communist economies. In addition,
this favoured the reformist elements in Communist parties arguing for structural
reforms in state socialism. Gorbachev’s efforts at reforming the USSR from 1985
through perestrotka (‘restructuring’) and glasnost (‘openness’) also created political
space for attempts at structural change (see Chapter 5). An initial response was the
formation of ‘political capitalism’, a dual, hybrid economy partly state-controlled
and partly open to capitalism. Over a long period of time, these changes in attitude
within the Communist Party combined with the social, cultural and political
changes discussed above to produce a profoundly destabilised political structure
which ended spectacularly in 1989-91.

While the end of state socialism in CEE and the FSU may be a clearly identi-
fiable historical event, what has happened subsequently is less clear. As this chapter
will go on to discuss, post-communist transformation in CEE 1s an ongoing, complex
process. Some key processes that are common to the region can be identified as a
starting point (following Light and Phinnemore, 1998; Sakwa, 1999). A common
characteristic was the end of Communist Party dominance over politics, economics
and society (although the variation in the nature of state socialism in each country
must not be forgotten), and subsequent attempts at democratisation, that is, the
establishment of a multi-party democracy and civil society. However, establishing
a genuine multi-party system, and the creation of a society with clearly understood
rights for, and responsibilities of, citizens, has proved difficult and there is great
variety in the kinds of states that have emerged. A radical reorientation of foreign
policy also marks the post-communist transformation, especially with regard to
membership of Western organisations for economic (EU) and security (NATO,
OSCE) reasons. A pervasive belief has also been established that the only possible
option for development is reintegration into the global economy. This has been
accompanied by attempts to introduce market economies to replace centrally
planned economies, although this should be thought of as a process of uneven
marketisation of these economies rather than a simple replacement of communist
economies. The key elements of market economies that have been introduced
(albeit unevenly) are:

*  the transfer of economic units (state owned factories and collectivised farms,
land and buildings) from state ownership to private ownership through privat-
Isation programmes;

+ the abolishment of fixed prices and exchange rates of currencies to allow the
market to determine prices (price liberalisation) and exchange rates (currency
convertibility);
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* and attempts to attract private investment, particularly foreign investors, to
inject capital and ‘know-how’ into post-communist economies.

These economic changes have been accompanied by rapid changes in the class
structure and the employment structure and increased social polarisation and
poverty. There has also been rapid change in the area of identity politics, including
the rise of nationalism and ethnic tension, and a complex working out of a multi-
tude of cultural processes including a contested relationship with the communist and
pre-communist past. Indeed a key feature of transformation are the strong institu-
tional, cultural and social legacies of the communist period in the post-communist
order. In elite politics, for example, many former Communist politicians continue
to hold power. There are many new institutions and practices as a part of post-
communism, but they are often hybrids of old and new practices, personnel and
ways of operating. Continuity from the communist period is a key characteristic.

The ‘Washington Consensus’ and discourses of post-
communist change in Central and Eastern Europe

The main development discourse guiding the general processes outlined above was
that advanced in the name of the ‘Washington Consensus’ and applied in different
ways by the governments of most of the newly emergent states in CEE post-1989.
The Washington Consensus has already been described in Chapter 3.

The early conceptualisations and applications of the Washington Consensus,
which very much revolved around the four credos of liberalisation, stabilisation,
privatisation and internationalisation, have received numerous criticisms, pointing
wnter alia to the importance of regulative institutional structures (e.g. Smith and
Pickles, 1998). Crucial elements were neglected in early versions of the Washington
Consensus, notably the redesign of the state, institution-building and the improve-
ment of corporate governance of the state sector prior to privatisation (Kolodko,
1999). As Bradshaw and Stenning (2004, p. 14) summarise, ‘without the supporting
institutional infrastructure, such as a functioning fiscal and legal system, markets
cannot function. Marketisation itself cannot generate these institutions; the state
must create the infrastructure necessary for the market to function.’

This recognition of the need for the appropriate development of the state and
associated institutions has become more accepted over time and has been incor-
porated into the ‘post-Washington Consensus’ (see Kolodko, 1999; Lavigne, 2000).
The need for liberal markets and open economies persists, but the role of the state
and market organisations and the links between them for sustained economic
growth is more acknowledged as, it is claimed, are the social costs and responsi-
bilities of economic growth (Kolodko, 1999). However, the post-Washington
Consensus continues to reproduce discourses prioritising the implementation of
‘Western capitalism’ as the solution for CEE. The sections below go on to outline
the development of CEE under these policy prescriptions, contrasting countries’
experiences of post-communist change with the simplistic view of a ‘transition to
capitalism’ advanced under the (post-)Washington Consensus.
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The ‘Europeanisation’ of Central and Eastern Europe

A key characteristic of post-communist change in CEE, which distinguishes it from
the other global post-communist regions, is the drive towards the ‘Europeanisation’
of CEE states. This relates perhaps most obviously to those CEE states that have
gone through the process of accession to EU membership. However, even for the
other CEE states, which may or may not immediately aspire to EU membership,
other discourses of ‘Europe’ have been significant. As mentioned above, ‘Euro-
peanisation’ refers to processes that are in a variety of ways generated externally to
these nations (e.g. as a model that aspirant ‘European’ nations should adhere to)
but also internally (e.g. as a part of the formation of national identities that draws
on notions of a ‘return to Europe’; e.g. see Agh, 1998). This section considers
‘Europeanisation’ in two ways. First, the formal process of EU accession is outlined
to show how it is an important, externally imposed process focused on creating
states that conform to “Western’ concepts of statehood. Second, the importance of
the idea of ‘Europe’ is explored more generally, and other discourses are also
considered.

The fall of Communism in Eastern Europe in 1989 was greeted with great
optimism in Western Europe. A great deal of rhetoric was expounded by Europe-
wide and international organisations about the need to incorporate the newly
independent CELE states into Europe. Early EU initiatives included trade agree-
ments (the ‘Association Agreements’ and subsequently the ‘Europe Agreements’),
aid (such as the PHARE programme) and involvement in financial institutions (e.g.
the European Bank for Reconstruction and Development (EBRD)). However, the
efforts of the EU in the first years of transition were rather uncoordinated and
lacked a comprehensive approach to what to do with CEE, and certainly fell short
of a quick entry to the EU (Gibb and Michalak, 1993; Mayhew, 1998). The process
was further stalled by objections from existing EU members to enlargement.
However, beginning with its ‘Agenda 2000°, the EU began to identify a more
comprehensive approach to tackling the possibility of enlargement into CEE. In
1993, the European Council meeting in Copenhagen identified three criteria
against which the progress of CEE countries towards accession to the EU could be
measured. These criteria, known as the ‘Copenhagen Criteria’, covered three key
areas in which prospective member states had to comply with definitions of
statehood as defined by the EU:

*  the creation of a functioning market economy that could compete within the
EU;

+ the development of democratic institutions incorporating recognised legal
systems and respect for human rights;

e the capability to adopt the acquis communautaire, i.e. the ability to assume the
obligations of membership of the EU.

Accession Partnerships were established between the EU and applicant CEE
nations to negotiate and implement the changes required to achieve EU membership
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through ‘negotiating chapters’. Applicant countries have to produce Regular
Reports that lay out how the requirements of the Accession Partnerships are
progressing relative to the Copenhagen Criteria. This approach to integrating the
CEE countries into ‘Europe’ clearly follows the Washington Consensus view of
post-communist change as a process of linear change from communism to the
favoured end-point of neo-liberal capitalism, European style. Those CEE states
involved in the process were in a new context, as the process relied on these states
driving through these political conditions internally (Pridham, 2002). The outcome
for states that achieved membership was a dramatic realigning of their economic
and political goals and institutional infrastructure to EU demands (which were very
much inspired by a neo-liberal agenda) (see Vintrova, 2004).

In May 2004 eight CEE states joined the EU: Estonia, Lithuania, Latvia, Poland,
the Czech Republic, Hungary, Slovakia and Slovenia — the so-called ‘accession
eight’ Two other states — Bulgaria and Romania — were judged not to have made
sufficient progress and were set likely accession dates of 2007. In 2005 negotiations
have continued over the prospect of Croatia being the next CEE state to be invited
to join the accession process. How other CEE states who have as yet not engaged
with the accession process will be drawn in is not clear, but Ash (2005) provo-
catively suggests that the October 2005 offer to Turkey to engage in accession talks,
however far away membership for Turkey might be, has decisively shifted the map
of future accession and will result in much more pressure for membership from
those ‘European’ states lying between the EU and Turkey. The outcome of such
developments remains to be seen, but the prospect of further EU accessions among
the CELE states holds out the prospect of further post-communist states in CEE
being driven along this development path, with even countries such as Ukraine
having paid some attention to relations with the EU and possible EU membership
(Protsyk, 2003).

EU accession is thus a powerful process in defining post-communist development
paths in CEE, and one that does much to distinguish the nature of post-communist
change in this region from that in other areas of transition. However, this is not to
portray it as a monolithic, totalising process. Support for joining the EU also varied
between the candidate countries during accession. Although care must be taken
when interpreting Eurobarometer results, polls taken during the accession process
demonstrated that while overall 61 per cent of people in the accession-eight
countries thought that EU membership was a ‘good thing’, this varied from 78 per
centin Romania to 32 per cent in Estonia. During the accession process, the support
of the Polish public for accession remained high but did decrease, a pattern that
Szczerbiak (2001) interpreted as suggesting that Poles had become cynical about
the accession process and consented to the idea of membership rather than being
enthusiastic about it. Further, qualitative studies of public perception and attitudes
revealed considerable national differences, and that even those who felt accession
was ‘a good thing’ worried about the process, particularly on the basis of their
relative economic underdevelopment (Kucia, 1999; EC 2001). While accession
maintains a strong influence over economic development trajectories, the influence
of the EU on sovereignty, citizenship and national identity in CEE has varied. The
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EU’s accession negotiations with Slovakia, for example over the treatment of
minorities, progressed very differently from the negotiations with Romania.
Romania’s persistent economic problems and a weak state capacity hampered its
ability to harness the EU’s political considerations over minorities as a mechanism
for democratic consolidation (Pridham, 2002). In the event, the populations of the
new member countries voted in support of accession, but this does not signal total
acceptance of membership.

Despite EU efforts to Europeanise national identity in CEE, to construe the
nation state as part of an evolving supra-national community (Banchoff, 1999),
notions of citizenship and identity at different scales are contested in the relation-
ship between national and ‘European’ identity. Even within the ‘old’ EU countries
the notion of a ‘European’ identity is variable and not generally considered to
supersede national identity. EU policy also celebrates diversity and reinforces
national and sub-national identities. Throughout CEE, there is considerable
national and sub-national variation in the extent to which citizens see themselves as
‘Europeans’, and this source of identity is secondary to national or regional identi-
ties (Kucia 1999; Pridham 2002; Sabi¢ and Brglez, 2002). Different occupational
groups or age groups, for example, see the future in Europe very differently.
Opposition to EU membership can be part of an overtly nationalist stance. In the
early years of transformation, Vladimir Tudor’s far-right Greater Romania Party
was able to mobilise support through an explicitly anti-EU campaign that was
linked to powerful notions of Romanian nationalism. In recent years, this support
has been interpreted more as a form of protest vote, and the party has developed a
more open stance on the EU as it attempts to remain in mainstream politics.
Slovenia offers another example of a country in which different political parties’
discourses on Europe and national identity offer contested versions of the role of
‘Europeanisation’ in national identity formation, with many of them advocating
the development of a Slovenian identity as a part of a European identity and culture
(Sabi¢ and Brglez, 2002).

Further geographical variation is produced by those countries that currently lie
well outside the accession process politically and geographically, such as Belarus,
Moldova and Ukraine (although following reforms in 2005, Poland is now actively
advocating that Ukraine be allowed to start the accession process). The populations
of these countries exhibit a general sense of ‘Europeanness’ in terms of their
geographical location, but less clarity over what it means to be ‘European’; few
people think of themselves specifically as ‘Europeans’ but possess a stronger
orientation towards Russia as an important future influence (White ¢t al., 2002).

For both new-EU and non-EU CEE states, a further aspect of ‘Europeanisation’
has been the production of discourses centred on the symbolic construction of
belonging to Europe as a geopolitical space (Kostovicova and Young, 2003). EU
accession was shaped by the invention of the spatial narratives about the ‘new
Europe’ and the accession countries’ central place in it (Moisio, 2002). This symbolic
spatial repositioning within Europe emphasised the European character of their
national political, historical and cultural heritage. One element that was drawn on
in this process was the use of maps of the post-communist states that, through their
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design, challenged the existence of Eastern Europe as a geopolitical concept by
offering a visual re-regionalisation of Europe. Hence, to correct the particular Cold
War geo-vision that had been constructed for them, the post-1991 Baltic states are
presented at the centre of northern Europe, or in the case of the Czech Republic in
the geographical centre of the European continent (Ziegler, 2002; Kostovicova and
Young, 2003). Such cartographic representations can be commonly seen in many
official discourses produced about the state throughout CEE, for example on the
websites of government inward investment agencies seeking to market the CEE
nations as suitable sites for foreign direct investment.

After the fall of socialism, the idea of the ‘return to Europe’ was primarily a
territorial policy presented in national terms, as a solution that was in the national
interest of the prospective accession countries. The policies of the ruling elites
towards ‘a return to Europe’ were premised on the redefinition of the nation’s
spatiality — the nation’s place was in Europe, and its politics was a European politics
(Kostovicova and Young, 2003). Representations of Europe have moulded the
political dynamics between the post-communist countries and Europe. As Agh
(1999, p. 266) suggests, Western Europe has developed an extensive ‘European
political architecture’ since 1945 and:

the basic regulations of these institutions have become mandatory for all
European states, and their provisions, vital for democratisation, have
actually been ‘forced on’ ... CEE ... as preconditions for their own
‘Europeanisation’. The historical events of the nineties have witnessed
the increasing ... activity of all-European institutions as quasi supreme
organisations in the ... region.

However, Batt (2001) has pointed out the discrepancy between the idealisation of
Europe prior to the fall of state socialism and the reality of the actual negotiations
with the EU and its perceived heavy-handedness. In reality, the process has been an
interactive one in which national and sub-national actors in CEE react to and shape
the integration process (both in the accession states and the ‘old’ EU states), and thus
domestic pressures and national frameworks also play a role in shaping post-
communist change in these countries (Friis and Murphy, 1999; Ferry, 2003). In
these processes, ‘Europe’ has been understood in different ways — as a geographic
entity, as an experience, and as an institution (i.e. as the EU) (Paasi, 2001).

An appreciation of ‘Europe’ as discourse has been, and is, important in the CEE
countries, where the image of Europe was vital in the reconstruction of national,
and the construction of European, identities (Kostovicova and Young, 2003).
Observers note that rather than conceiving of the enlarged Europe as seeking to be
a Westphalian federal ‘superstate’ with clear-cut borders and a given territory,
perhaps thinking of it as a ‘commonwealth’ (Ash, 2005) or a ‘neo-medieval Euro-
pean empire’ with overlapping authorities and multiple cultural identities (Zielonka,
2001) would provide a clearer understanding of how the EU’s eastward expansion
will progress. As negotiations continue over potential further EU enlargement, and
the future of non-EU CEE countries is discussed, it is likely that it will remain a
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powerful idea in the future development of post-communist CEE. However much
the EU accession process has shaped the economic, political and social development
of those countries, it is not a totally homogenising process and national imperatives
and domestic policies have still impacted on the development of CEE.

The fragmentation of economic space in post-
communist Central and Eastern Europe

The fall of state socialism in CEE in 1989 was accompanied by a widely held belief,
certainly among political and economic elites, that the introduction of capitalism,
particularly along the lines promoted by the Washington Consensus, would achieve
a rapid convergence between the economies of the former communist countries
and those of Western Europe. It did not take many years for it to become apparent
that economic transition in the region was a much more complex process than
these rather optimistic policy prescriptions had suggested. Economic change in the
first decade of transition, and in some countries still today, has been a much more
protracted and complex transformation. This section outlines the key characteristics
of economic change in the region to bring out this complexity.

The initial years of post-communist transformation in CEE were characterised
by region-wide economic recession, particularly associated with de-industrialisation
(detailed by Smith, 1997; Kolodko, 1999; Sokol, 2001; Dunford and Smith, 2004)
characterised by Kornai (1994) as a ‘transformational recession’. Smith (1997, pp.
334-5) summarises the negative impacts of this recession by commentating that
‘the experience of “transition” [up to 1995-6] has been one of economic collapse,
labour shedding, rationalisation, an onslaught on labour, and social and political
disorientation [accompanied by] a deep-seated social and psychological crisis’, a
situation that Sokol (2001) illustrated not to have changed a great deal by 2000. It is
difficult, for a number of reasons, to analyse meaningful changes in even basic
economic indicators such as gross domestic product (GDP) for this time period.
However, Dunford and Smith (2004, pp. 43-5) outline the dramatic economic
decline experienced throughout the region from 1989. Table 4.1 gives some
indication of the dramatic downward trends in GDP and industrial output in the
carly years of the transition, but also that most countries had achieved positive
growth in industrial output by 2000. However, it has taken at least until 2000 for
a significant number of CEE countries to regain gross national product (GINP)
levels equivalent to those achieved in 1988, and (though the calculations are based
on particular assumptions) a number of countries will take even longer to achieve
net gain. That these countries, on the basis of this calculation, include the Czech
Republic and Poland (forecast as achieving net gain by 2006-7), which were
admitted to the EU in 2004, gives an indication of how deeply this recession has
impacted on the CEE states. Romania, whose EU accession date will be 2007, is
estimated not to achieve a net gain in GNP until 2025 (the detailed calculations
are presented by Dunford and Smith, 2004, pp. 44-5). This data suggests an
immediate qualification of the optimistic forecasts of the Washington Consensus
regarding economic transition in the region.
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Table 4.1 GDP per capita, GDP change and change in industrial output in East and Central
Europe, 1990-2002

Region/country Percentage change ~ Percentage change  Percentage change ~ GDP per capita
n GDP wm industrial wn industrial m US§ 2002
1990-1991 production production
1990-1991 1999-2000
Baltic Europe
Estonia -13.6 -9.5 9.1 12,260
Latvia 10.4 2.1 3.2 9,210
Lithuania 5.7 —26.4 -9.9 10,320
Central Europe
Czech Republic -11.5 —21.2 5.7 15,780
Hungary -11.9 -16.6 18.2 13,400
Poland 7.0 8.0 4.3 10,560
Slovakia -14.6 -19.4 9.1 12,840
Slovenia -8.9 -12.4 6.2 18,540
Eastern Borderlands
Ukraine 8.7 4.8 12.9 4,870
Balkan Europe
Bulgaria -11.7 -20.2 2.3 7,130
Croatia —21.1 —28.5 1.7 10,240
Romania -12.9 —22.8 8.7 6,560

Source: Business Central Europe online: www.bcemag.com/statsdb; UNDP, 2004

The depth and extent of this initial recession surprised those who had adopted
the rhetoric and policy prescriptions of the Washington Consensus. Kolodko (1999)
identifies that a crucial assumption of the policy prescription offered — that is, that
the privatisation of property and transfer of the allocative mechanism from the
state to the free market would enhance savings rates, capital formation and
allocative efficiency — was flawed. This early experience of economic transition
highlighted how the lack of mature institutional structures impacted on post-
communist economic change in CEE. Rather than the simplistic introduction of
Western models of capitalism, or the naive assumption that there was one version
of capitalism that could be established, what emerged in CEE was a complex mix of
hybrid economic arrangements that synthesised in complex ways the new influences
of the emergent globalised, flexible capitalism with the legacies of communist
systems. The emerging economic relations were in fact deeply ‘embedded’ in the
pre-existing socio-economic relations and networks of communism (Smith, 1997).

Thus despite the efforts of political and economic elites to establish a new neo-
liberal order, ‘the reality is that there are a variety of strategies pursued at local,
national and cross-national scales to consolidate particular regulatory dynamics,
none of which is becoming dominant. The results are divergent realities throughout
the region and a mixing of “old” and “new’” (ibid., p. 332) in patterns of profoundly
geographically and socially uneven development. There has been a fragmentation
of political and economic spaces, which are currently being subjected to intense
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processes of re-regionalisation (see Dingsdale, 1999). As Smith and Pickles (1998)
note, marked regional differentiation is emerging in CEE between sets of regional
economies experiencing dramatic restructuring and globalised growth related to
their ability to mobilise their global connectedness particularly through their ability
to attract foreign direct investment (FDI), and sets of marginalised economies
increasingly left behind in the process of capitalist restructuring.

This diversity of local responses in post-communist transformation arises out of
the inter-relation of previous sets of socio-economic relations with new forms of
regulation and accumulation, rendering transformation a path-dependent process
(ibid.). Thus instead of the straightforward implantation of a neo-liberal model of
capitalism, the new forms of economic activity that emerged in the early years of
transition were what Smith (1997, p. 336) terms ‘speculative economies’, that is, ‘a
diverse set of semi-formalised, institutionalised structures through which capital is
recycled through semi-legal and legal activities revolving around the basic tenet of
“fast money”’. Smith (1997) thus identifies the emergence of new core-periphery
patterns of economic development and one type of regional development that is
characterised by the end of the ‘old’:

* regional industrial structures, based on large state-run enterprises that domi-
nated local economies, have suffered economic decline and closure because of
‘the intersection of “old” local dependencies with the “new” law of value ...~
(ibid., p. 336);

and four ‘new’ major forms of ‘speculative’ economic activity:

» formalised capital and money markets that have particularly provided a
dynamic for metropolitan growth but may be poorly embedded in the CEE
economies and unsustainable in the long term;

e ‘political’ capitalism, that is, a hybrid economic form comprising new produc-
tive relations based on an intersection of existing socio-economic networks of
production relations and new dynamics of power;

*  ‘kiosk economies’ and new consumption spaces;

*  the rise of mafia, protection and illegal speculation — these are partially linked
to the inheritance of social relations and paternalism from communist times
and examples from within Western capitalism (see also Dunford and Smith,

2004).

The emphasis is thus on the variety of forms of ‘capitalism’ that have emerged in
CEE and on the complex ways that new influences (policies, investment, capital,
enterprise strategies and key economic actors) interact with the pre-existing socio-
economic relations of economic activity under state socialism to produce new
hybrid or recombinant forms of economic activity. Underlying the production of
this differentiated and uneven geography of hybrid economic forms is an alter-
native transition model that questions the neo-liberal model that proposes a
straightforward change from state socialism to liberal capitalism. Sokol (2001)
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instead proposes a ‘vicious circle’ scenario in which economic decline, regional
fragmentation, socio-political polarisation and instability, and crime and corrup-
tion underpin a move to forms of ‘hybrid’ and ‘bandit’ capitalism. The result is
a ‘deadlock of transition’ (Sokol, 2001), with no way back to communism and
liberal-capitalism a distant reality, which demonstrates that economic and political
transformations do not necessarily support each other but can in fact undermine
development.

Ironically, one of the key examples of how new policy prescriptions are com-
bining in complex ways with the legacies of communism and even pre-communist
development patterns to produce hybrid and diverse forms of capitalism, is the
impact of FDI on economic change. FDI is seen as a key element in the Washington
Consensus prescription for development. It is seen as a key source of capital that is
missing in domestic markets to provide the investment necessary to achieve restruc-
turing, and in particular it has been highly significant in privatisation processes.
However, although FDI has proved important in the restructuring of some regions,
it has also driven the increasing fragmentation of the space-economy. FDI has been
sectorally biased in terms of where investment has been focused. It has also been
geographically biased, focusing mainly on those countries closest to the EU and
the CEE accession states and the major metropolitan areas or regions in the west of
CEE countries that previously bordered the EU (Turnock, 2001). It has also been
far from clear whether the expected benefits of FDI (in terms of upgrading local
economies, importing capital, know-how and expertise, and establishing good
linkages with local economies) have actually been achieved. Some forms of FDI
have formed ‘island-type’ developments, which are isolated or disembedded from
the surrounding local economies and that fail to receive the benefits that invest-
ment was supposed to bring (see e.g. Hardy, 1998; Pickles and Smith, 2005).

Smith (1995) illustrates this through the example of Slovakia and shows how FDI
combines in complex ways with economic legacies from the communist period
(regional patterns of industrialisation) to produce a fragmented geography of
uneven development at the regional scale. The Communist state in what was then
Czechoslovakia aimed at reducing regional inequalities within the country through
spreading industrialisation more widely. Regional convergence was achieved under
state socialism but, despite the dispersal of development, regional inequalities
persisted into the 1970s, with significant concentrations of industry. Industrial-
1sation in the 1950s and 1960s created a concentration of industry around the
major metropolitan centres and a western core of industrialised regions. The 1970s
and 1980s saw branch plant industrialisation in the more peripheral regions, but
the rural peripheries in the south and east remained largely agricultural. Despite its
ideological goals of equality and overcoming rural-urban differences, communist-
controlled development was itself an uneven process producing divergent develop-
ment pathways.

The end of state socialism led to national economic collapse during 1990-95
and Slovakia’s recovery has been marked by considerable regional variation. The
emerging fragmented space-economy reflects the ability of existing regional struc-
tures to respond to globalisation and marketisation. The metropolitan regional
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economies have generally diversified into tertiary functions with strong SME
development and high levels of FDI (e.g. Bratislava and western Slovakia).
Those regions that have become dominated by FDI, enterprise restructuring and
export-led growth are mainly those that developed most under state-communist
industrialisation. By contrast, the peripheral late-industrialising regions under
communism are struggling to restructure. Thus, these divergent pathways of post-
communist economic development depend on the interaction of the regional
economic structures established by state socialism with the individual restructuring
strategies of new and privatised firms.

How post-communist economic transition is conceptualised can therefore have
a major impact on how what is really happening is understood. This is illustrated
further by the widely observed emphasis in the new economy on a reliance on
‘household survival strategies’, particularly those based on a range of ‘non-official’
economic exchanges — self-sufficiency (particularly in the home production of
food), barter and exchange (for accounts, see Meurs and Djankov, 1998; Smith,
2000; Smith, 2002). As Smith (2002) notes, reliance on these economic forms is
often interpreted as a survival strategy in times of economic austerity that the
collapse of state socialism and attempts to marketise economies have produced.
However, Smith (ibid., p. 238) undertakes a different reading of such economic
activity, suggesting that it needs to be understood as ‘practices with long-standing
cultural and economic significance in the (re-)production of household economies’
that draw on networks of socio-economic and cultural relations dating from state
socialism and even before it. The point is that they illustrate how post-communist
economic activity comprises a ‘diverse economy of variously constituted practices’
derived from capitalism, but also sources such as ‘feudal’ household processes.
Thus, they represent ‘forms of community partially outside of capitalist market
relations’ (ibid.). What is emerging in post-communist CEE is thus a vast range of
economic practices that combine old and new resources in a multitude of ways to
produce various hybrid forms of capitalist and non-capitalist economic systems.
Such a situation cannot be simply conceptualised as a ‘transition to capitalism’; we
need to view economic practices through a different conceptual lens and this in
turn helps to explain the vast differential in economic performance that can be
observed across the region.

These differential economic impacts have been felt at the individual level
through a dramatic polarisation of people’s life chances. While some people have
become rich in the new economic context of post-socialism, for the majority of
the population their economic circumstances have declined, particularly with the
withdrawing of state provision of social welfare. Just a few statistics provide sober-
ing evidence of the level of development that some of the CEE countries are
experiencing. Life expectancy is a key indicator of people’s life chances. The
probability at birth of not surviving to age 60 (projections for 20005 expressed as a
percentage of the birth cohort) exceeds 20 per cent in Estonia, Hungary, Lithuania,
Latvia, Belarus, Romania, Ukraine and Moldova. While it is problematic to take
income data for this region at face value (incomes are under-declared to avoid
taxation and/or people derive ‘incomes’ from a variety of sources), the percentage
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of the population living below US§4/day (1996-9) was very high in a number of
countries — Lithuania (17 per cent), Estonia (18 per cent), Bulgaria (22 per cent),
Romania (23 per cent), Ukraine (25 per cent), Latvia (28 per cent) — and in
Moldova encompassed a massive 82 per cent of the population (data from UNDP,
2004). That many of the countries listed here are among the first wave of EU
accession states indicates the consider-able gap between living standards in
Western and ‘Eastern’ Europe that still remains. Evidence shows that social
inequalities have developed very quickly during the post-communist transition
(Duke and Grime, 1997).

These inequalities are also repeated at the regional and national level (for an
extended account, see Dunford and Smith, 2004). A great deal of development has
focused on capital cities and key metropolitan regions.Table 4.1 demonstrates the
continuing disparities in wealth creation at the national scale, with GDP per capita
varying significantly across the region. The differentiation in development at a
national scale is illustrated even more clearly in Table 4.2. The UNDP Human
Development Index ranks the level of development of countries based on a number
of indicators measuring economic factors, health and education (for the same
analysis based on 2000 data, see Bradshaw and Stenning, 2004, p. 27). All of the
CEE countries are classified as atleast ‘Medium human development’, distinguish-
ing them from the poorest countries in the world, which, as Bradshaw and Stenning
(2004) point out, is indicative of the legacy of development under communism and
pre-communist development. Nine CEE countries fall into the top category of
‘High human development’, and it is indicative of the different development paths
experienced in CEE that these include the eight new EU members plus the country
that is probably next to join the accession process, Croatia. Slovenia is the most
developed, ranked at twenty-seventh place, which puts it below all the Western
European countries (although on a par with Portugal) and equivalent to other
nations, such as the Republic of Korea. Twenty-three places separate the top
(Slovenia) and bottom (Latvia) ranked countries in this group. Since 2000 these
countries have gradually improved their rankings, although even new EU mem-
bers, e.g. Hungary and Slovakia, have dropped in the rankings.

However, the variation becomes more acute with the remainder of the CEE
countries that fall into the ‘Medium human development’ classification. Both
Bulgaria (the highest ranked of this group, at 56) and Romania (69) are included
here, indicating that their development levels are far behind even the new EU
members from CEE, which has implications for their accession to the EU in 2007.
Fifty-seven places separate the top and bottom countries in this group, indicating
the variation in development. To place these countries in context, all are ranked
well below any Western European country. Bulgaria (56) is on an equivalent level
to the Russian Federation (ranked 57) and Malaysia (59); Romania (69) and Ukraine
(70) are bracketed by Venezuela and Brazil; while the lowest-ranked Moldova (113)
is ranked with Indonesia, Vietnam, Bolivia and Honduras. Thus within CEE there
are countries that are experiencing convergence with the ‘old” EU members
(though ‘real convergence’ is still to be attempted; see Vintrova, 2004), but others
thatlag behind this, and some that share levels of development with middle-income
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Table 4.2 The UNDP Human Development Index 2004 ranking of Central and Eastern
European countries

Country (rank order out of ~ HDRrank ~ HDRrank — Changein HDIvalue  HDI value

177 countries) 2004 2000 rank 2000—4 2000 2004
High human development 2004

Slovenia 27 29 +2 0.879 0.895
Czech Republic 32 33 +1 0.849 0.868
Estonia 36 42 +6 0.826 0.853
Poland 37 37 No change 0.833 0.850
Hungary 38 35 -3 0.835 0.8648
Lithuania 41 49 +8 0.808 0.842
Slovakia 42 36 -6 0.835 0.842
Croatia 48 48 No change 0.809 0.830
Latvia 50 53 +3 0.800 0.823
Medium human development 2004

Bulgaria 56 62 +6 0.779 0.796
Macedonia, TFYR 60 65 +5 0.772 0.793
Belarus 62 56 +6 0.788 0.790
Albania 65 92 +27 0.733 0.781
Bosnia and Herzegovina 66 — — — 0.781
Romania 69 63 -3 0.775 0.778
Ukraine 70 80 +10 0.748 0.777
Moldova 113 105 -8 0.701 0.681

Source: UNDP, 2004: 139-42; Bradshaw and Stenning, 2004: 27

Note

The UNDP Human Development Index is based on a number of indicators that measure a country’s
achievements in providing its citizens with a long and healthy life, knowledge and a decent standard of
living.

and/or developing countries around the world. There are many reasons for this
national variation in development, responding to particular histories of the pre-
communist and communist-era developments, and their interaction with today’s
domestic economic policies in the new regional and global context. However, the
key point is that this variation again challenges notions that neo-liberal capitalism
can be simply introduced to solve the development problems of all of CEE.

These patterns of national difference are echoed at the European scale where the
countries of CEE are peripheral relative to a Western European ‘core’ or ‘pentagon’
of wealth and dynamism centred on London, Paris, Milan, Munich and Hamburg
(see Sokol, 2001; Dingsdale, 2002). To the east of this core, wealth creation
(measured as GDP as a percentage of the EU average) falls away steeply. Analyses
suggest that, even allowing for the existence of some advanced city-regions, CEE as
a whole still lags behind this Western European core and the EU. Indeed, Sokol
(2001) conceptualises CEE at this scale as part of a ‘super-periphery’, which he
divides between super-periphery A (East-Central European countries, bordering
the EU, plus the Baltic states) and super-periphery B (the FSU minus the Baltic
states). The scale may obscure some urban and regional differences but the overall
pattern is clear. GEE lags considerably behind Western Europe and the EU; the
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further east travelled, the greater this discrepancy, and there is growing disparity
within the ‘super-periphery’ itself. As Dunford and Smith (2004, p. 55) suggest:

There is little evidence of convergence on the levels of development of
economies in the EU. There is much evidence to suggest that liberalised
markets and integration into the European and globalised economies
have created and further deepened already existing territorial and
employment inequalities.

Gorzelak and Jalowiecki (2002) predict that EU accession will increase divergence
rather than convergence in Europe.

Interrogating the nature of economic change in CEE thus offers a great deal of
empirical evidence that questions the accounts of post-communist change offered
by linear ‘transition to capitalism’ models. As Sokol (2001) suggests, it also calls for
the need to closely examine the political economy and market effects that were
supposed to achieve convergence between ‘West” and ‘East’.

Post-communist democratisation in Central and
Eastern Europe

The fall of state socialism in CEE was clearly linked to a desire to establish multi-
party democracies in the former communist countries. The dominant discourses
about how this was to be achieved centred on the adoption in the ‘East’ of Western
paradigms of state-societal organisation, especially those based on democratic
market economies. Across CEE, the adoption of democracy was seen in most
countries as an important part of rejecting the communist past and establishing
these countries as modern independent states that belonged in Europe and as part
of the international community. This involved most states in CEE making efforts to
develop democracy and reinvigorate civil society. Significantly, the process was
also externally driven as such efforts at democratisation were also central to attempts
to join international institutions, such as the EU or NATO, but were also important
in attracting foreign direct investment and development aid, such as from the
European Bank for Reconstruction and Development (EBRD). However, there
has not been a straightforward move to establishing fully functioning democracies
across CEE. Some countries (e.g. Poland, Hungary) have undergone a rapid
adoption of ‘Western neo-liberal development’ paths with relatively advanced
‘democratic state-building’. However, others have experienced relatively slower
changes (e.g. Romania), have had to re-establish democracy after a protracted
period of conflict (the countries emerging from the former Yugoslavia), or have
experimented with market reform while preserving authoritarian forms of
governance (e.g. Belarus or, until 2005, Ukraine).

There are a variety of processes shaping the different experiences of democra-
tisation in GEE. Post-communist state-building is taking place within a context in
which international actors, with their own particular experiences of, and models
for, building democracy, are able to exert a significant influence over the nature of
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democratisation (Grzymala-Busse and Luong, 2002). These countries have been
characterised as ‘penetrated societies’ whose external environments play an
important role in political developments (Agh, 1998, 1999). Post-communist state
builders have thus been influenced by international aid, and financial organisations
and other institutions, and in particular in CEE the EU has been an important
actor in defining the nature of democratisation through the EU accession process,
as outlined above. However, the form and degree of international pressure has
varied over space and over time, as has the response of national governments to
those pressures (Friis and Murphy, 1999; Ferry, 2003). The approach of different
governments to adopting these international processes of state-building has been
influenced by their ability to accede to, or resist, international pressure, their
geopolitical location and their economic performance.

Post-communist state-building is often influenced by the nature of economic
transition and the electoral response of the public. The institutional arrangements
that have arisen during democratisation are shaped by the experience of transition
as growth-driven or shrinking economic performance (Pei, 1996; Grzymala-Busse
and Luong, 2002). In countries that experience economic failure or recession-led
transformation, support has at times swung to the centre left and former Communist
politicians, while centre-right parties emphasising liberalism may hold power in
countries with positive growth. However, even this posited relationship does not
always hold true, as in the case of Poland with its return to ‘centre-left’ governments
from 1993.

Grzymala-Busse and Luong (2002) further note that post-communist state
formation is a dynamic process, which they conceptualise as elite competition over
the authority to create policy and policy-making institutions. The type of actors
involved in transition thus effect its progress and outcome. Again, this can vary
from country to country as domestic politics encounters different international
pressures, a process further complicated by the nature of institutional legacies from
state soclalism or even pre-communist political traditions. The domestic situation
inherited from the communist period can thus impact on democratisation pro-
cesses. ‘Incomplete’ communist systems may leave a legacy of a more flexible
political climate that is more capable of responding to reforms (again favouring
right-of-centre parties), while those that had ‘complete’ communist systems are
often less responsive to reform opportunities (Pei, 1996). Two extreme forms of
democracies can thus emerge. Reforms led by strong incumbent elites seeking to
preserve their position may lead to ‘restricted” democracies, while weaker incum-
bent elites may allow more thorough change and wider political representation in
‘full’ democracies (Munck and Leff, 1999). The emergence of ‘semi-authoritarian’
regimes, which restrict any real competition for power, while allowing a seemingly
independent press and political opposition, has been typical in some areas of CEE
(Ottaway, 2003). Semi-authoritarian states have emerged through former Com-
munist Party bosses transforming themselves into ‘elected’ presidents who remain
authoritarian rulers with their power relatively unchecked by the weak democratic
institutions. While these semi-authoritarian regimes may have been attempts by
incumbent elites to retain power while satisfying external demands for democracy,
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widespread discontent among their citizens often produces further change,
suggesting that they may represent a stage in a longer-term democratisation
processes (ibid.).

All of these points raise questions about the nature of democratisation in CEE
and suggest that the process is far from the Washington Consensus view of a
straightforward introduction of Western models of democracy, aided and under-
pinned by the introduction of market economies. The diversity in democratisation
outcomes challenges simplistic ‘end of history’ accounts of transformation and also
the idea that liberalisation necessarily or effectively produces democratic regimes
(ibid.). The post-communist state is not a unitary actor but is characterised by
multiple actors at a variety of scales (inside and outside of the state) forming multiple
centres of authority-building (Grzymala-Busse and Luong, 2002). These actors in
turn operate in different political and societal contexts that are influenced by the
previous experience of state socialism. The nature of democracy that emerges may
also depend on what was present in these countries under state socialism, such as
whether there were any pre-existing democratic ideals and organisations (Ottaway,
2003). Thus the nature of legacies from state socialism are significant in the different
paths of democratisation (Barany and Volgyes, 1995). Formal and informal legacies
act as constraints on post-communist state formation because they are among the
primary resources available to elites competing for authority (Grzymala-Busse and
Luong, 2002). Post-communist change in CEE, with the exception of the former
Yugoslavian states, was a negotiated change generally lacking in violence, allowing
more continuity in elites and administration. This point is demonstrated by the
post-1989 electoral success of former Communist politicians and parties in many
CEE states, which was related to their ability to break with the communist past
while simultaneously reshaping those elite resources (‘portable skills” such as poli-
tical expertise and administrative experience) that could be used to continue their
grip on political power (Grzymala-Busse, 2002).

There is not space here to provide a detailed outline of the different experiences
of democratisation in CEE. Neither is it easy to produce simple classifications of
groups of states that fit into a ‘stage’ in democratisation. If we accept the definition
of a democratically legitimate state as one that has a ‘democratically elected, popu-
larly accepted and widely supported government, [and] which exercises actual
control over its full territory and manages to direct the crucial aspects of socio-
economic development’ within its boundaries (Agh, 1999), then the full diversity of
the democratisation process in CEE becomes apparent. According to Agh (1999)
some states have managed effectively to control their whole territory while main-
taining political unity and shaping economic development, particularly those in
‘central Europe’ such as Poland, Hungary, the Czech Republic, and Slovakia, but
the same could be said for Slovenia. Romania and Bulgaria, who fell into the
second wave of accession countries, have managed to some extent to sustain
political control over the whole country, but have struggled to manage socio-
economic development successfully. Bojkov (2004) highlights how this leaves
Bulgaria and Romania in a difficult position relative to the EU and southeastern
Europe. As part of an advanced EU accession process, they are decontextualised
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from their geographical location in southeast Europe. On the other hand, delay-
ing their accession until 2007 has disconnected their achievements in economic
and political transformation from those of the accession eight.

Other states, and particularly those emerging from the conflict in the former
Yugoslavia, are only just beginning to achieve a measure of control over the whole
of their territory, e.g. Bosnia and Serbia (see Jackson, 2004), and also Albania.
Further diversity is illustrated by those states that have experimented with market
reform while preserving authoritarian forms of governance. Ukraine represents an
example of a CEE state that did not emerge as a fully authoritarian regime but until
quite recently had not achieved significantlevels of democratisation (Dyczok, 2000;
Jackson, 2004; Kuzio, 2005). Ukraine maintained a hybrid fusion of the former
Soviet system combined with an emerging reformed polity and economy, which
Kuzio (2005) labels as ‘competitive authoritarianism’ in which multi-party demo-
cracy was instead represented by ‘superpresidentialism’ and opposition ‘pseudo
parties’ (Ishiyama and Kennedy, 2001). As a ‘failed authoritarian regime’ Ukraine
remained fairly stable under Kuchma, but with the opposition’s claim that
the 2004 elections were rigged came popular protest that overcame the semi-
authoritarian regime during the ‘Orange Revolution’ of 2005. The emergence of a
more democratic and Western-oriented leadership will potentially revive relations
with the EU and offer the potential for further democratisation (Kubicek, 2005). In
Belarus, severe economic and social difficulties are linked to the authoritarian
nature of the regime. Belarus has largely dropped out of the broader processes of
marketisation and democratisation at work in the rest of CEE, and it is marked out
by its official policy of incorporation into a union-based relationship with the
Russian Federation (Eke and Kuzio, 2000).

Thus establishing political democracy is non-linear, uncertain and even poten-
tially reversible and is a process lacking predictability and the simple transference
of processes. Democracy can be achieved by more than one route and the political
circumstances of each country or group of countries in CEE require examination
(Pei, 1996).

Conclusion

This chapter has provided an overview of post-communist transformation in CEE
in order to outline the distinguishing characteristics of post-socialism in this region.
While it is impossible to cover all aspects of post-communist transformation, three
key areas — Europeanisation, economic restructuring and democratisation — have
been outlined to illustrate the nature of these processes and how they are playing
outin the CEE context. The experience of post-communist transformation in CEE
has been distinctive in relation to other regions (though with similarities in the case
of the Russian Federation) principally through the intensive application of the neo-
liberal policy agenda defined by the (post-)Washington Consensus. Thus a key
characteristic of post-communist change in the region is the external pressure
exerted by the international political and economic community. This includes
international financial organisations, such as the World Bank and International
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Monetary Fund, but it has become particularly enshrined in the shaping of CEE
states that have gone through the process of accession to the EU. The dominant
discourse of transition in the region has been to assist (most of) CEE in a ‘return’ to
Europe as its legitimate home and to guide CELE states along a linear path of
development to fully functioning liberal market economies using Western notions
of statechood as a model to be aspired to.

However, as the sections above have illustrated, while this is a view of change in
the region that dominates domestic and international political and economic
thinking, and is often reproduced in the media, post-communist change in the
region is much more complex, subtle and above all heterogeneous. Indeed, the
analysis above has stressed the difficulties in even trying to write about or con-
ceptualise CEE as a coherent region, or trying to categorise its member states in
simplistic classifications. The Washington Consensus and processes of European-
isation are powerful external influences on the nature of post-socialism in the
region but they are not monolithic or simply imposed on these states; domestic
strategies towards the EU are also significant, for example. Analysis of the econ-
omic geography of the region reveals neither a homogeneous convergence with the
rest of Europe, nor a simplistic imposition of a standard model of a functioning
market economy.

Consideration of the three key processes impacting on CEE and guided by
ideologies such as the Washington Consensus, reveal the deeply contested and
uneven forms of post-communist development that have emerged since 1989:

*  Europeanisation — the accession of eight CEE states into the EU in 2004 has
created a new division within CEE and Europe as a whole. The ‘accession
cight’ have had to dramatically realign their political, economic and social
systems to achieve EU membership —but they still retain unique characteristics
and have a long way to go to achieve the expected convergence with existing
EU states. The division between CEE EU and non-EU states further divides
CEE and presents a challenge for those currently outside of the EU as to their
future development.

*  Marketisation — the model presented to the CEE as the ideal path for change
was a linear transition to market capitalism based on the ‘Western’ model of
capitalism (ignoring the great variations even within that category). While the
new EU members from the CEE are considered to have achieved satisfactory
progress in that respect, the overall pattern is one of economic fragmentation.
While some regions have demonstrated growth, many others have suffered
decline and stagnation. A variety of hybrid economic forms have emerged,
many of which combine the new influences of marketisation with the legacies
of state socialism. Overall CEE lags behind Western Europe in terms of
economic development and is deeply differentiated internally. That some of
the CEE countries can be equated with middle-income developing countries
illustrates the great diversity of development and the lack of impact of the neo-
liberal policy prescriptions.

*  Democratisation — democratisation was seen as central to post-communist
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change in CEE and was expected to develop along the lines suggested by
existing Western European models and to follow from the establishment of
liberal market economies. Again the pattern within CEE is one of considerable
variation. EU accession has marked out those states that are considered to
have achieved the transition to functioning democracies, but even those states
that are part of the next accession wave are still considered to have problems
in establishing fully functioning democracy. The rest of CEE demonstrates
considerable variety, from states only beginning the establish democratic con-
trol as they emerge from conflict to those only emerging from or even retaining
‘presidential’ or ‘semi-authoritarian’ regimes. Establishing democracy in the
region has equally proved to be non-linear and unpredictable.

What marks out the nature of post-communist change in CEE is thus its relation to
Europe as a geographical entity, a political organisation and an idea, while also
bearing in mind the influence of the Russian Federation and now also the role that
countries such as Turkey may play in European integration. External influences
and domestic economic and political responses are key. Simultaneously, however,
post-socialism in the region is marked by its heterogeneity, and its lack of any
simplistic linear track ‘to capitalism’ and economic and political convergence
with Europe. Post-communist change has proved to be much more complex and
uneven than expected. In particular, change has been typified by the continuity of
the socio-economic-political relations of state socialism and their modification in
combination with the new influences brought by marketisation (Swain and Hardy,
1998). Thus, new forms of political-economic organisation combine in highly
complex and new ways with the ‘old’ practices, resources and personnel of state
socialism in a process of ‘recombinance’ (Stark, 1996) in which differences in Com-
munist regimes lead to varieties of ‘post-communist capitalism’. Hybrid economic
forms arise, combining elements of central planning and market economies, and
this interaction underpins dramatically uneven development (Smith, 1997). Post-
communist transformation in CEE is thus ‘embedded’ in the existing locally
institutionalised practices and networks of economic life, while processes of ‘asset
conversion’ allow those well placed under one regime to remain so. Specific state—
society—economy relations constrain choices for development. Foreign technology
and capital combine with local networks of knowledge and resources in a variety of
ways that lead to development that is ‘path dependent’ (Hausner et al., 1997). Thus
the post-communist transformation in CEE has not been as expected and its future
development is questionable.
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‘Incidental transition towards a
Jformal democracy’

Introduction: why distinguish between post-
communist transition in Central and Eastern Europe
and in the former Soviet Union?

Post-Soviet, and, because of its particularly pre-eminent role in the Soviet Union,
Russia’s, post-communist transition contrasts significantly with the process of
change in Central and Eastern Europe (see previous chapter) in several ways. First,
there is the legacy of the communist experience per se. While in Russia, the
implementation of the communist regime was essentially a domestic affair, in the
CLEE states it was imposed after the war by a victorious occupation force, resulting
in many negative associations with the very notion of ‘communism’. Second, there
was the experience of an economic system designed for a feudal, pre-industrial
economy, that was simply extended to, and imposed on, the more advanced
economies of the CEE states. In addition to this structural mismatch, there was the
disconnection of these economies from their established connections to the rest of
Europe’s space economy and polity, and forced re-orientation towards Russia’s
and the rest of the Soviet Union’s economic requirements. Third, the nature of the
end of communism differed significantly between the Soviet and the CEE countries
— essentially ‘bottom-up’ with popular engagement and grassroots involvement,
versus an elitist, top-down instigated reform course ‘gone wrong’, with little popular
mnvolvement, in the Soviet Union. The fourth point of difference is the varying
outcomes of the collapse of the communist regimes in CEE and the FSU — active
democratisation with the involvement of an emerging civil society, against an
essentially merely formal democracy disguising an ever more autocratic regime.
Lastly, there is the role of territoriality and nationhood, which generally were
of lesser importance in the CEE countries, as national territories clearly existed
and were unchallenged. The former Yugoslavia and Czechoslovakia were the only
exceptions. This contrasted with the territorial struggles between newly inde-
pendent nations in the aftermath of the break-up of the multi-ethnic Soviet
Union. Territoriality these had been largely defined by political considerations and
‘divide and rule’ policies under Stalin. While within the Soviet Union, boundaries
between technocratically defined territories were of limited relevance for people’s
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movements, they mattered more as policy areas, including limited autonomy for
particular ethnic groupings. Raised to the status of international border, these divi-
sions had suddenly gained in importance and separating effect, and their location
become more of a concern

Despite these evident differences, all countries shared the abrupt confrontation
with the necessity and opportunity to develop new structures, and principles of
governance and economic development, without any preparation and ‘warning’.
There simply was no time for learning best practices. Instead, ‘learning on the job’
was needed. This was the case in China, too (Chapter 6), but there a clearer under-
standing about the outcome and direction of reforms avoided the rather protracted
nature of post-Soviet development.

Given these complexities, it had become evident by the late 1990s that the
initially widely projected view of a linear trajectory of post-Soviet transition towards
an emulated western market democracy had been overly simplistic, ignoring the
past and its impact on current values, ways of doing things and ambitions, but also
(and especially) the engagement of the people and their ownership of the whole
transformation process (see e.g. Smith, 1999). In the Soviet Union, changes had
been initiated ‘from above’ by a political elite, as previously in history. Struggles
within the elites about these reforms, and their likely impact on the future of the
Soviet Union, effectively led to the rather tumultuous and protracted events of
1991. Rather than halting the disintegration of the Soviet Union, the hardliners’
intervention effectively accelerated it, and brought about the independence of
Russia and 14 other states. Not unlike CEE countries, some of the new states
maintained their established political elites, if ‘re-badged’ as non-communist and,
first and foremost, newly nationalist. Of course, the Soviet Union was by no means
a homogencous state construct, and its collapse led to quite different paths of post-
communist (or post-Soviet) development in terms of democratisation, economic
development and cultural emphasis, as will be explored in this chapter.

Difference and similarity between Eastern European
and post-Soviet transition

Political-geographical proximities often seem to suggest common features of post-
socialist transition in the Central and Eastern European countries and those of the
former Soviet Union. Artisien-Maksimenko (2000), for instance, subsumes CEE
and the FSU under ‘Eastern Europe’ in his edited overview of country-specific
experiences with multinationals in the privatisation process. By including examples
from Transcaucasia and Central Asia, he goes beyond the usual focus on those
countries on the western end of the former Soviet Union, bordering Central and
Eastern European countries, when post-communist developments in the FSU are
being discussed. This includes in particular Russia (again, with a distinct Euro-
centric perspective), Belorussia (now Belarus), Ukraine, Moldova, Georgia and,
especially, the Baltic States, Estonia, Latvia and Lithuania. Russia, because of its
paramount importance in the Soviet Union, and its internal ethnic and geographic
divisions, has attracted particular interest, to the point that post-Soviet developments
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have often been implicitly seen as post-communist Russian developments. Other
countries, apart from the Baltic States and, perhaps, Ukraine, have attracted much
less attention, with the new states of Eurasia even less in the centre of post-communist
studies (exceptions here include the series “The International Politics of Eurasia’,
edited by K. Dawisha and B. Parrott of 1994 onwards, including eight volumes on
Russia and the New States of FEurasia). This chapter, too, will concentrate to a
considerable degree on Russia as the evident main player among the former Soviet
Union states, which is also reflected in the fact that Russia is the legal successor to
the Soviet Union as far as international commitments are concerned. Nevertheless,
the developments in the other parts of the F'SU will also be discussed with the aim
of characterising their transformation paths after formal independence.

“The collapse of the communist system was everywhere along process of erosion.
However, it fell apart in quite different ways, each of which have important
consequences for the process of post-socialist transformation’ (Mendell and Nielsen,
1995a, p. 10). But despite the differences, stretching from Poland’s ‘shock therapy’
approach, moving directly ‘from protectionist authoritarianism to atomism’ (ibid.,
p. 7), to the much more gradualist approach in Hungary or Slovakia, for instance
(see e.g. Garter and Maik, 1999), there have been some underlying commonalities.
These include many varying speeds and degrees of moving towards a liberal
market society, with its commodification of the labour force, focus on privatisation
(Frydman et al., 1993), and growing role of multinationals (Artisien-Maksimenko,
2000), while largely ignoring civil organisations, especially those grassroots initia-
tives that were instrumental in bringing about the collapse of the communist
regimes. Thus, for instance, ‘the Balcerowitz Plan was not worked out with repre-
sentatives of society, but was imposed by the State in the name of the market. State
and market were the only two institutions that matter [sic]’ (Glasman, 1994, p. 192).

This embracing of ‘market’ and marginalisation of the ‘revolutionary grass
roots’ was typical of the transition process in CEE countries and the former Soviet
Union. It may also be seen as the second phase of revolutions, where the original
revolutionary interests and subsequent political forces get separated, leaving the
revolutionary elite behind, replaced by a post-revolutionary agenda and its propa-
gators (Mendel and Nielsen, 1995a, p. 10) This contrasts with the other model, as
found, for instance, in many of the Central Asian republics of the FSU, China or,
indeed, Guba, where the revolutionary forces have retained power.

The almost paramount surrender to the ‘temptation’ of the liberal market
approach was caused by a combination of external and internal forces. For once,
market forces embodied the antidote to the communist regime and thus, by
implication, were very attractive to symbolise the departure from that era. The
more market, the bigger the distance to communism and its legacies. In addition,
market liberalism, propagated by the leading New Right advocates Margaret
Thatcher and Ronald Reagan, had become the new ‘trendy’ credo of the 1980s
in response to globalisation. This applies also to the anti-communist paradigm
emerging within the affected countries, where ‘free market’ was seen as anti-
communist (while anyone expressing reservations against all-out liberalism was
branded ‘communist’), and therefore the only ‘real’ alternative. But there was also
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an opportunistic element to it. When the ruling nomenklatura realised that ‘free
market’ was the new currency, they happily swung behind the new paradigm,
anxious to retain their positions. “This certainly reflects the reality behind the pre-
dominance of the language of the free market in the East: a new yes man’s code
replacing the similarly misleading Soviet rhetoric of “peace, friendship and soli-
darity”’ (Wainright, 1995, p. 33).

It could come as no surprise, therefore, that ‘trendy’ government advisers and
policy think tanks, and through them, also the World Bank and IMF, offered this
model as the ‘only show in town’, although some minor variations were available.
The problem with pursuing this approach was, however, that it meant the death
knell for the carefully constructed high-industrial society of the communist
countries. If Britain’s industrial structures had seemed out of date in the late 1970s,
leading to its rapid restructuring during the early 1980s, the gap between the
existing communist ‘old industrial’ society and the ‘post-industrial’ (or late modern)
global economy was even greater. The result was a rapid and fundamental collapse
of the old, now well out-of-date regime of accumulation, and the associated social
structure.

Once unleashed, the changes proved difficult to manage. Where there was no
managerial constraint, as in Poland or the Czech Republic or Russia, many of
the anti-communist dissident groups found themselves overtaken by events and
literally swept aside — their social civic aspirations, looking for a ‘third way’ along
the lines of the German model of a ‘social market economy’, swept away by the
rationale of the free market. Neither the Hungarian movement of the Free
Democrats, nor the Czech Civic Forum, nor the East German Democratic Forum
(see also Herrschel and Forsyth, 2001) could gain access to the new political elites
and government. ‘However, nowhere was the suicidal inclination in the post-
communist transformations as evident and dramatic as in Poland, where the
workers of Solidarity were among the greatlosers and where the alliance of workers
and intellectuals rapidly crumbled’ (Mendell and Nielsen, 1995a, p. 12). Each had
to face the new realities of free market reforms and thus the obsolescence of much
of the inherited structures, societal arrangements, privileges and values.

The intellectuals, having played an important role in articulating opposition and
thus helping to focus the anti-communist movements as part of the highly respected
‘intelligentsia’, lost their influence and privileges. Under post-communist market
conditions, many academics had (and are still having) to supplement their frozen
incomes through second jobs, for example as taxi drivers. Similarly, the industrial
working classes, that is the majority of the working population, effectively voted for
their own redundancy by supporting marketisation and liberalisation. This is one
of the reasons why the social costs of the transition process have been so high. The
existing societies literally had the economic rug pulled from underneath their feet.
So it cannot come as a surprise that the new governments, which gained their
power through the grassroots’ pressure on the old regimes, began:

post-communist life as a very strange interest group indeed: arguing that
the interests of its members were best served by accepting deep sacrifices
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on behalf of a class that did not yet exist [new entrepreneurial middle
class], in return for benefits that it was hoped — and only hoped — would
accrue in the future.

(Ost, 1992, p. 12)

The extent of the adjustment costs and challenges were not unlike those in the
industrial northeast of England in the early 1980s.In fact, they were even more
fundamental, extensive and long-lasting, uniquely combining both a ‘delayed and
accelerated process of restructuring’ (Bachtler ez al., 2000a, p. 2). This is illustrated
by the continued structural economic problems with dependency on on-going
western subsidies, even after years of massive cash injections. The continuing
massive inequalities within the different countries, with highly localised ‘winners’
and a much more widespread distribution of ‘losers’ of the transformation process,
attest to the underlying problems and challenges, especially the formation of a
firmly embedded civil society. The collapse of communism also triggered the need
to identify strategies and options for further development through new procedures
and unaccustomed political negotiation.

Economic transformation and inequality

Van Brabant (1990) summarisingly observes that market economies had to be
constructed in Eastern Europe essentially from scratch; they do not simply emerge
in full fettle upon the retreat of central planning. ‘Among others they require a
complex infrastructure of laws, financial systems ... and certain habits of economic
behaviour ...’ (ibid., p. 196). Against this background, the author questions the
salience of the arguments about ‘shock therapy’ as a realistic model or interpreta-
tion of post-communist economic transformation. ‘Since changes in structure and
economic behaviour can materialize only with some delay, the arguments presented
point to a more evolutionary approach to the reform process than the rapid, shock
treatment suggested by some observers’ (ibid., p. 196). This, van Brabant sees as
being caused by an over optimistic expectation of transformational progress. But
that is also caused by at times somewhat blurred distinctions between micro- and
macro-economic considerations. Stern (1997) also points to the false nature of the
division between ‘shock therapy’ and ‘gradualism’ and the fact that it depends on
the types of initiatives that decide the speed of their introduction. ‘Some things can
and should be done quickly, others take longer’ (ibid., p. 53). In any case, crucial for
successful economic transformation appears to be the operational framework as set
by the respective governments, especially generating credibility of their programmes.
Without realistic certainties new investment will be hesitant in coming forward.
Admittedly, this is difficult, as many countries moved into uncharted waters. ‘Once
a reform programme gains credibility, the question of gradualist versus shock or
“big bang” approaches becomes secondary’ (van Brabant, 1990, p. 197). However,
as long as sufficient progress with reform and economic development is made to
satisfy the people’s expectations, the question about the speed is of lesser import-
ance, as experience from elsewhere, such as China, seems to suggest.
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In addition, as evident from several years of experience, there are many more
variations of transitions between countries, mainly owing to their different circum-
stances when embarking on the process of change (Zecchini, 1997a; Bastian, 1998;
Bachtler et al., 2000a). In some countries, by the mid-1990s, there is evidence of
‘transition fatigue’ (Zecchini, 1997a, p. 2) as a result of the ongoing changes facing
people and policy makers. At the centre of the difficulties is seen to be the extent of
necessary changes, with four concurrent tasks: deciding on speed, sequence, depth
and relation of demand management (ibid, p. 2). In addition, the lack of informa-
tion available on the economic structure and situation at the starting point of
change (e.g. hidden unemployment through ‘hoarding’ of people by firms) adds
to the difficulties in assessing ‘achievement’, ‘progress’, and so on. Nevertheless,
the common challenges/tasks faced by all included establishing market struc-
tures, developing market participants (households, entrepreneurs), shaping a new
financial system and reducing the size of the public sector as service provider, while
developing tools of indirect economic management.

Another commonality was the general top-down nature of implementing the
new system and principles, overnight, with instant price liberalisation, opening up
to external markets and establishing a new legal framework as ‘legislative shock’
(Zecchini, 1997a, p. 9). Subsequent policy actions, at times easing competitive
pressures by temporarily establishing higher customs import duties, were the
answer to the enormous political pressures resulting from rapidly deteriorating
economic prospects, although the picture varies between countries (Table 5.1).
The differences between countries’ policy approaches rested primarily in the order
and relative emphasis on the different elements of transition to a market economy.

There are thus common, but also many distinguishing, features of policy respon-
ses to the ever more evident inequalities (Bradshaw and Stenning, 2000) across
space and society. For instance, Poland and the then Czechoslovakia went through
rapid privatisation and liberalisation, although the relatively debt-free national
economy of Czechoslovakia made subsequent liberalisation easier, as inflationary
pressures were lower. Romania and Hungary both pursued a much more gradual,
step-by-step approach, albeit for different reasons. Hungary had already begun to
reform its economy under the late communist government and so felt less compelled
to race forward (Szamuely and Csaba, 1998), while Romania saw a political con-
tinuity in the sense that many of the old policy makers stayed in office as ‘reformed
communists’ and pursued change in a more haphazard way (Kornai, 2000). Thus,
for instance, market mechanisms were allowed to a limited extent only.

Opverall, Zecchini (1997a) observes that one of the main challenges and difficulties
of economic transition has been the lack of continuity in policy initiatives, suffering
from frequent discontinuities, changes, even contradictions and reversals (ibid., p.
16). This has made conditions less predictable and so kept investors and businesses
cautious. He also challenges the notion of ‘shock therapy’ as, in fact, no country
implemented the changes in such an abrupt way ‘all out’. Instead, reforms were
introduced and then modified in response to observed outcomes, especially in terms
of unemployment and domestic economic performance (affecting political accept-
ability of changes). In that way, changes were ‘gradual’ despite being called ‘shock’.
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Table 5.1 Differing paths of economic transition in CEE and the former SU

Country Real GDP Real GDP  Real GDP  Private sector share
1990 1992 1994 of GDPin % in
% change % change %o change 1995

Central and Eastern Europe

Albania -10 -10 7 60
Bulgaria -9 7 1 45
Croatia -9 -9 1 45
Czech Repubic 0 6 3 70
Former Yugoslavia/Macedonia -10 —21 —4 40
Hungary —4 -3 3 60
Poland -12 3 6 60
Romania -6 -9 4 40
Slovak Republic 0 —6 5 60
Slovenia -3 -5 6 45
Baltic States

Estonia -8 —14 7 65
Latvia 3 =35 -15 60
Lithuania -5 —38 24 55
Commonwealth of Independent States (FSU)

Armenia —7 -52 —-15 45
Azerbaijan -12 23 23 25
Belarus -3 -10 —~12 15
Georgia -12 —40 -39 30
Kazakstan 0 -13 12 25
Kyrgyzstan 3 25 -16 40
Moldova -2 -29 -1 30
Russia —4 -15 -9 55
Tajikistan -2 —29 -11 15
Turkmenistan 2 -5 -10 15
Ukraine -3 -17 -17 35
Uzbekistan 2 —11 -2 30

Source: Stern, N., 1997

In all instances it was important that the old system was seen to be abandoned,
opening up new opportunities and expectations. Psychology was just as important
as pure economics.

Nevertheless, by the mid-1990s, there still were considerable structural obstacles
to ‘free’ business development, not least through bureaucracy and resistance to
change by communist-era nomenklatura who continued to populate the civil service.
‘Because of these impediments, even in countries where privatisation has been
rapid, a strong drive towards good corporate governance and investment in fixed
capital has not yet been produced’ (ibid., p. 17). Not surprisingly, perhaps, many
new business ventures went semi-legal and operated in a shadow economy
or ‘grey market’. For many new would-be entrepreneurs, therefore, not much
changed in the reality of setting up business ventures, with them still being required
to by-pass, circumnavigate and avoid state institutions and their (‘old style’)
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representatives/bureaucrats. It has not been a rare occurrence to find the same
communist-era apparatchik behind a desk in a town hall, for instance, expected to
further democratic and market-based principles only a short while after the collapse
of the old regime that had propagated just the opposite values. These obstacles, of
course, varied between countries, depending on the extent to which they had seen
more or less wholesale changes in the political climate and attitude to change.

It 1s difficult to change established practices, ways of doing things and attitudes in
the public sector after at least 40 years of preaching good socialist practices, but the
extent to which old political elites had been swept away and replaced en masse by new
political masters affected the workings of the apparatus. Effectively, therefore, ‘the
non-reformability of socialism was institutionally based: any reforms under-taken
were blocked’ (Hausner, 1995, p. 57). This author learnt through comments during
interviews with economic policy makers in eastern Germany in the mid and later
1990s that one of the main problem was uncertainty. People in public adminis-
tration were worried about their jobs, about being identified as ‘socialist’ through
their practices, and thus resorted to following any instructions to the letter, rather
than using good common sense and judgement when making decisions. Inevitably,
the outcome was bureaucratic procedures that were anything but supportive of new
business ideas or facilitating economic development in a rapidly changing environ-
ment. Privatisation and changing the public sector service provision alone could not
automatically yield ‘success’. Just as important is the credibility of policies and their
implementation, and the avoidance of confusion and uncertainty.

Transition in Central and Eastern Europe and the
former Soviet Union

Post-Soviet transition from a communist to a market-based, democratically struc-
tured arrangement has shown some obvious parallels with the events and processes
in Central and Eastern Europe (though even there considerable variations have
emerged), but there are distinct and important differences that justify placing it into
a category of its own. Sakwa (2003) refers in particular to the much bigger task in
Russia, for instance, in creating civil society and entrepreneurialism from scratch,
because of the much longer time spent under communist rule and its attempt at
inhibiting independent civil engagement, whether political or otherwise.

Four key features that have shaped post-Soviet transition and its outcome,
contrasting it with the developments in CEE countries, may thus be identified:

1 The length of time spent under communist rule stretches over three gener-
ations, the longest anywhere, making recollections of pre-communist con-
ditions nearly impossible as ‘living memory’.

2 In contrast to the grassroots-driven revolutions in Central and Eastern
Europe, the transition ending the Soviet Union was set in train, from above, by
an elitist approach to reform first and democratisation later.

3 The Soviet Union was a multi-ethnic, multi-national state, where many boun-
daries between nations and areas of habitation did not coincide with pre-Soviet
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divisions and ethnic-based territorial identities, particularly as a result of
Stalin’s policy of uprooting strong national groups (e.g. Chechens) to reduce
their potential political threat.

4 Underneath the Soviet mantle rested many different nationalities with their
roots in European, Central Asian, Christian-Orthodox and Muslim traditions.
These re-emerged as newly ascertained identities after the loss of the common
Soviet reference point. Russia’s definition of its new identity has been particu-
larly difficult, because of its close intertwining with the Soviet identity — for
many, including Russians, Soviet equalled Russian, and thus the lost Soviet
empire cffectively meant the loss of its status as superpower for Russia.

As aresult, post-Soviet and, indeed, Russia’s, transition produced particular dyna-
mics and patterns of change and outcomes, with effectively several transitions
overlapping (ethnic, territorial, historic; see e.g. McFaul, 2001). Against this back-
ground, Offe (1996) sees the challenges of post-communist (post-Soviet) transition
as threefold:

1 definition of territory and citizenship (who is in/out the nation state);
2 constitution of polity (system of governance), including civil society; and
3 redefinition of a welfare state in the face of rapidly growing inequality.

The legacy of Soviet Communism

The year 1917 marks the origins of communism as applied socialist ideology. The
1917 Bolshevik October Revolution, under Lenin’s leadership, was effectively four
revolutions interacting and overlapping, reflecting the diverse interests of partici-
pating groups, such as the economically struggling peasants or the disaffected
intelligentsia, and various ethnic-national groupings. Suppressed under the subse-
quent rule of the Communist party, these diversities re-emerged when the weak-
ness of the communist state had become apparent (Sakwa, 2003). The underlying
national differences and dormant identities affected the course of events in the run-
up to the collapse of the Soviet Union, and shaped the process and outcome of the
subsequent transition away from communism. Just as the attempts at reform
towards the end of the Soviet Union were instigated ‘top down’, so also was the
establishment of the communist state in the first place. Lenin’s revolution was
largely driven by a relatively small elite, manipulating and utilising the political
weakness of the interim government following the Tsar’s resignation. The some-
what alien and far-fetched nature of Lenin’s repeated references to the ‘proletarian
masses’ becomes obvious from the fact that these industrial workers made up only
1-2 per cent of the total Russian population (Pipes, 2001). In reality, rather than
empowering the people, Lenin imposed a draconian rule and suppressed any
dissenting ideas and objectives through his ‘ban on factions’. Simultaneously, he
pressed everyone to follow his official discourse of social and economic development
under the leadership of the Communist Party, and thus, with him as the Party’s
general secretary, his leadership.
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Economically, the ultimate goal was to establish a command economy with no
individual property rights, that is to nationalise all human and material resources.
Central control would cover all aspects of public (and many of private) life through
an intricate network of informers, secret police and surveillance. Sowing distrust
among people was an effective policy of ‘divide and rule’, as it made grouping
into political organisations, or any organisations at all, so much more difficult.
And in the end, whatever non-political associations were to be established, the
Party’s eyes and ears were also part of these through informers. As a result, the new
political leaders, and the Communist Party, became distinctly separate from the
people ‘on the ground’, controlling them at will with little immediate concern for
public opinion.

Just as importantly, because it, too, has fundamentally shaped the outcome of
post-communist transition to this day, was the particular form of ethno-federalism
that underpinned the creation of the Soviet Union in 1922. Individual republics
(Ukraine, Byelorussia and the Russian Soviet Federation, as founding members)
established the USSR, with the Central Asian and Caucasian Republics joining
shortly thereafter. Ethnic divisions thus underpinned the internal territorial struc-
ture of the USSR, always presenting a latent challenge to its integrity — a challenge
suppressed by Stalin with brutal force during his leadership from 1923 to the 1950s.
For instance, he relocated whole peoples, such as the Chechens, away from their
historic homeland, to weaken their ethnic identity and thus their potential to
challenge Soviet domination. This history is an important factor in their drive for
independence from the Russian Federation today. Stalin’s other main agenda was
modernisation through industrialisation, seeking to transform rural, feudal Russia
into an industrial society of the late nineteenth-century type, paid for by the
domestic agricultural sector. State and Communist Party control extended into all
aspects of public (and individual) life, seeking to eradicate ‘alternative’ (subversive)
political ambitions, and thus effectively destroying civil society.

Deprived of the exercise of independent, grassroots politics for some 75 years, or
three generations, and given a historic absence of any experience of meaningful
democratic principles, there was no pre-communist tradition to fall back on when
the Soviet Union collapsed. This differs from the situation in many CEE countries,
especially in Central Europe, where the basic principles of popular democracy
had been forgotten and were to be learned ‘from scratch’ with post-communist
democratisation.

The distortions of the Stalinist command economy, the destruction of the
most active people in the countryside, the neglect of the service sector,
the reduction of money to an internal accounting unit and the relative
isolation of the Soviet economy from world development, all left the post-
communist Russian economy with severe structural problems.

(Sakwa, 2003, p. 6)

After Stalin’s death, there was a sense of relief, and a desire to go back to the
basics of the original Leninist objectives and achieve a time of ‘normality’ (Pearson,
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2002). But there were several competing, often conflicting understandings of what
true Leninist socialism actually meant, a problem also discovered by Gorbachev
when, in the mid-1980s, he attempted to redefine the purpose of socialism anew.
There was no single ‘right’ form of Marxist-Leninist socialism. Khrushchev’s
attempts at improving rural productivity in the 1950s and early 1960s through
regional economic councils and developing the consumer industry were part of
a post-Stalinist softer approach. ‘Peaceful co-existence’ with the West, limited
marketisation of agriculture and production, and expansion of influence into Third
World countries all had brought many changes.

It is against this backdrop of continuous change that Brezhnev’s long rule as
general secretary, for nearly 20 years (1964—-1982), needs to be viewed. His maxim
was to ensure the ‘stability of the cadres’, thus giving the bureaucrats automatic
jobs for life with no incentive to achieve goals and ‘perform’. Patronage for personal
appointments in the nomenklatura became widespread. Administering with the least
effort and for maximum personal benefit was the guiding principle. The bureaucrats
(nomenklatura) thus ruled supremely, thwarting any new initiatives that might mean
change. The inevitable outcome was, in Gorbachev’s terms, a period of stagnation
(White et al., 1993; Sandle, 1999; Pearson, 2002). In 1991, there were some three-
quarters of a million nomenklatura, many of whom ensured the continuation of their
privileged lifestyles by using their positions and connections to their advantage
during the privatisation process in the early 1990s (Boycko et al., 1996). Many of the
current so-called oligarchs come from that background, mutating from a political
to an economic elite (Baev, 1996). These oligarchs utilised already existing networks
between the production units, as well as extremely low asset valuation. Many of the
largest factories were valued at just 0.5 per cent of the value that a comparably sized
western unit would realise (Boycko et al., 1996). But stagnation turned into effective
regression, when compared to the increasingly technologically more advanced
world outside the Eastern bloc. A comparison with the newly post-industrial “‘West’,
for instance, made the Soviet Union look increasingly outdated and its system
inferior. It was this relative falling behind of the Soviet economy in all its aspects
compared with western technology-driven development, especially in the 1970s
and 1980s, that spurred the Communist Party’s Politburo to appoint Mikhail
Gorbachev as General Secretary, to break with stagnation and reform the system
to bring the Soviet Union’s development forward, and at least halt the relative
decline. It was this that triggered Gorbachev’s policy of perestrotka and glasnost after
he became general secretary in 1985 (Sandle, 1999). Incentivising innovation and
productivity were the main goals of (economic) ‘perestroika’, that is (economic)
restructuring.

A central element of Gorbachev’s reform efforts was to establish a ‘socialist law-
governed state’, defined through legal statute (White ez al., 1993, p. 212), rather
than personal networks, patronage and privilege. ‘Perestroika exposed the contra-
dictions between the attempt to transcend the market and the realities of the
command economy in which informal economic activity and corruption were
rife’ (Burawoy, 1994, p. 426; also Mandel, 1992). However, being implemented
through decree from ‘above’ (Mandel, 1992) meant that there was no public debate
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or pressure supporting this initiative, allowing the members of the nomenklatura to
undermine the efforts wherever they could.

The Brezhnev era had made the ambition to maintain the status quo particularly
obvious and, with discrepancies between living conditions within and outside the
Soviet bloc becoming ever more accentuated and visible to everyone, effectively
hastened the system’s demise. The tensions between actual and promised conditions
— conditions that were seemingly readily available in the West, there and then —
once tentatively set free by Gorbachev, generated their own momentum and
exceeded by far the narrower agenda set under perestrotka. The new Russian
president of 1991, Boris Yeltsin, realised the underlying dynamics and decided to
run faster than the flood following him. He thus went for a complete abandonment
of the communist system in favour of full liberalisation and marketisation. This
went far beyond Gorbachev’s ideas of reform. He believed the old system was
viable and just needed some fine tuning. Perestrotka (restructuring), together with
glasnost (openness) about political-administrative incompetence and lethargy, was
to kick-start new development.

This ‘reform communism’ contained three main elements. First, modernisation
of the economy in terms of both mode of production and sectoral structure, would
inject new energy into the stagnant system. Given the limited availability of labour,
technological improvements were seen as the main drivers of change. Second,
decentralisation of control of economic activity was intended to give regions, and
factories and farms, greater say in production, an approach also adopted by China,
for instance. The third element of reform involved the introduction of a limited
market discipline to establish a mixed economy, not dissimilar to the Chinese
model, albeit more moderate and conservative towards private (inward) invest-
ment. In order to make the changes appear ideologically acceptable, Lenin was
cited as implicitly approving these changes. Cooperative ownership structures were
preferred, as they complied better with Marxist doctrine. With no independent
access to resources, and facing hostility by established state business and popular
sentiment, any new business initiative under this scheme was soon brought to an
end, leading to the abandonment of the project not long after its inauguration. The
second policy, glasnost, aimed at exposing a lethargic bureaucracy to public scrutiny
by making administrative processes more transparent. This was seen as a means of
introducing democratic control of bureaucrats, and ending inefficient and corrupt
practices. Glasnost thus set out to get society involved with the aims and processes of
reform, but soon stimulated a much wider discussion of the system per se, not just
aspects of its ‘performance’.

Gorbachev’s belief was that it was the inadequate implementation, rather than
systemic flaws, that caused the lagging development process of the communist
system. But in exposing incompetence and corruption in the civil service and in
government, the state’s and the Party’s authority were effectively eroded even
further. It became increasingly obvious that the Party had to be seen to be separate
from the state (and government) if it was to carry on as an independent political
force in a reformed regime. This meant ending the close identification of the state
with the Party, and with that bringing to an end one of the main hallmarks of
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Lenin’s implementation of Marxism. Gorbachev sought to steer a middle course
between an all-out change to the system on the one hand, and maintaining key
elements of the status quo, especially the central role of the state apparatus, on the
other. But centrist ‘sitting on the fence’ pleased nobody: neither the advocates of
systemic change towards democracy, nor the ‘old guard’ seeking to maintain as
much of the status quo as possible.

By 1990, however, ‘reform communism’ had run its course, promising no clear
direction and progress in transition. The then Moscow mayor, Boris Yeltsin, seized
upon the opportunity presented by the then more radicalised public opinion,
seeking all-out change. The August 1991 coup ended the moderate reformists’
course, broadening the agenda to the question of sovereignty for the republics, and
thus the dissolution of the Soviet Union. ‘Independence for many ... became a
higher immediate political priority than democracy’ (Sakwa, 2003, p. 437). The
question of statehood was seized upon by many of the Soviet Socialist Republics’
political elites who decided to don the nationalistic hat and present themselves as
the creators of national independence and statehood. Having the Soviet Union as a
perceived, and projected, threat to that new ambition gave extra impetus to the
nationalistic cause.

The nature and outcomes of this process differ between Russia and the
surrounding borderland states of the FSU. Russia held a particular, dominant
position within the FSU, ‘and more than any other nationality, Russians were
encouraged during the Soviet period to think of their homeland as synonymous
with the spatial expanse of the Soviet Union’ (Smith, 1999, p. 8). Since the tsarist
empire, ‘Russia’ has been related to a much larger territory than the ethnic home-
land, adding to the difficulty of redefining their new identity as Russia ‘proper’,
‘that is its “effective national territory”’, also conceptualised and discussed as the
‘Russian Heartland’ (Bradshaw and Prendergrast, 2005, p. 83) after the collapse
of the Union. The sense of post-imperial inferiority adds to the difficulty in adjust-
ing to the ‘lesser’ Russia, following the perceived loss in stature and standing in
the world, and this continues to define its foreign relations and policies, especially
vis-a-vis the “West’. It also affects those Russians based in the other republics, who
find themselves ‘alienated’ — seen as unwanted ‘aliens’ — rather than feeling
dominant (Pilkington, 1998). The attempt at marginalising the large Russian
minorities in the Baltic States, especially in Latvia (Dawson, 2001), and turning
them into second-class citizens by placing hurdles in front of any naturalisation,
certainly raised eyebrows in the run-up to European Union membership (Pilking-
ton, 1998).

While for many Russians decolonisation is about focusing on the creation
of a new sovereign and democratic Russia, for others the idea of re-
establishing, in whole or in part, an empire abroad and recolonising
the former Soviet borderlands, is inextricably bound up with Russian
national identity.

(Smith, 1999, p. 9)
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The shift to a post-communist society involved, in particular, the development of
links between the state, the government and the general public, which had largely
been a bystander to the battle fought out among the elites about the future direction
of political developments. While there were some signs of an emerging civil society
in the form of grassroots initiatives, such as the miners’ strike in 1990, this did not
mature into a widespread general development of civil society, especially not in
the borderland states of the FSU. The Baltic States are in this, as in many other
respects, an exception, because of their histories and only late integration into the
Soviet Union. Following the example of many of the CEE countries, and encour-
aged by the World Bank, IMF and other western advisers at the beginning of the
1990s, Russia and Ukraine embarked on a ‘rapid transformation’ path but, with
the social and economic costs of such immediate marketisation becoming evident,
they slowed down the process and sought to maintain some protectionist measures
for struggling domestic industry.

Inequality and divisions of Marxist-Leninist
modernisation

The Stalinist state developed an urban-centred industrial economy geared primarily
to heavy industry and military hardware, concentrated in newly developed old
industrial districts modelled on those in the West. These urban industrial centres
remained the main objective and focus of investment, way ahead of those for social
consumption. Developed in the 1930s, this approach remained in place over the
subsequent decades, with little regard for the economic and technological changes
affecting the West. The economic structure was thus very one-sided, and effectively
remained stuck in the 1930s-style heavy industry structure. The cities acted as
designated centres of the modernisation drive, with large numbers of the rural
population either rehoused in the new estates around the existing cities, or migrating
to the cities (as in western industrialisation 100 years earlier). Overcrowding and
housing shortages in the main cities led to restrictions being imposed on resettle-
ment, similar to China’s control scheme, with residence permits required for
registering at an urban address. Such controlled access to the relative privileges of
urban life is not dissimilar in effect to the mechanisms responsible for ‘shanty towns’
in developing countries (see also Chapters 6 and 7).

These divisions have translated into the different attitudes to communism and its
reform, with the urban population being mostly enthusiastically pro change, and
the rural population more likely to be against it. But it was the growing awareness
of the stagnation in their relative privileges that caused the urban elites to question
the salience of dogmatic communism, and thus the need for new goals and prin-
ciples of economic development. Lewin (1991) suggests two key stages in the
modernisation project of the Soviet Union: first, the ‘ruralisation of the cities’ under
Stalin, bringing rural labourers to the new urban industrial complexes to serve as
regime-loyal bureaucrats to control and administer the cities and their distrusted
elites; second, the general ‘urbanisation of society’ after 1960. ‘Soviet society was
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therefore undergoing a vital urban transformation at precisely the moment the
Brezhnev administration was shying away from any engagement with economic or
political reform’ (ibid., p. 23). It was the increasingly more qualified urban elite,
and more educated Party membership, too, that became more and more aware of,
and dissatisfied with, the apparent stagnation in the quality of life and general
economic and technological development. ‘In short, this new urban world ... sat
uneasily with a communist system which stifled economic and political change’
(ibid., p. 25). And it was this urban world that drove and supported the modernis-
ation attempts for communism. They saw the danger of continued stagnation vis-a-
vis the aspirations of a population becoming increasingly aware of the possibilities
offered by the western system, and comparing that with the offerings available
under communism.

Protracted transformation in post-communist Russia

Russia’s post-communist transition is not one but a sequence of transitions,
reflecting the somewhat haphazard and unfinished nature of change (McFaul,
2001). The first was the failed revolutionary attempt in 1991, the culmination of the
changes initiated by Gorbachev in 1988, but resisted by ‘hardliners’ within the
Party, in a coup attempt while he was by the Black Sea on vacation. The second,
failed attempt at moving towards a democratic state, in the fashion of Eastern
Europe at the end of the 1980s, took place in 1993. It was another military-backed
attempt at repudiating the planned changes to Russia’s constitution by Boris
Yeltsin, the new Russian president. This second challenge was the starting point of
installing new institutions as a framework for a post-communist Russia, and no
longer the Soviet Union. In 1993, Russians approved the new constitution in a
national referendum, but there were no immediate elections to maximise the
political legitimation of these institutions by giving them public approval. Thus,
they remained, in essence, installed ‘from above’. Nevertheless, these arrange-
ments have remained in place to this day.

Comparativelyspeaking, Russia has thusbeen through a series of post-communist
regimes along its path of transition, each with a different territorial and/or political
focus and underlying rationale. The inevitably ensuing uncertainty was exacer-
bated by the inability to develop and establish new structures in tandem with the
collapse of the old, leaving the country and political actors in limbo. Having had the
political-ideological rug pulled from underneath the existing state-societal arrange-
ments, the result was an inability to establish a comprehensive new structure, or set
of actors and policies, to maintain a continuity of effective governance. This meant
alack of ‘guidance’ when it came to the privatisation of state assets, and the delivery
of public services. This void, together with the somewhat detached introduction
of ‘democracy’ without much popular involvement, and thus no real popular
ownership of the process and outcome, are key distinguishing factors between
Russia’s and CEE’s versions of post-communist transformation. Other important
factors include the personalities of the key actors, especially the Soviet Union’s
General Secretary Gorbachev, the ascendance of Boris Yeltsin from provincial
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office to Moscow’s mayoral office at the end of the 1980s, and the multi-ethnic
composition of the Soviet Union and Russia.

The political choices and resulting actions of the key individuals need, of course,
to be viewed against the legacies and historic factors underpinning the emergence
of the Soviet Union, including the relationship between Russia, as the lead nation,
and the other nationalities (see also McFaul, 2001). Circumstances and political
objectives do, of course, vary over time and between places, and so do responses
to perceived challenges. Gorbachev, for instance, responded to the perceived
terminal decline of the Soviet economy by initiating liberalisation to breathe life
into the ailing state-controlled system. This initiative was inspired by his insights
into the developmental gap between the communist and western market-based
systems, during a visit to Canada in the mid-1980s. This made him question the
wisdom of the conventional communist mantra of the system’s inherent superiority,
when the ‘real world’ suggested otherwise. His questioning of the fundamentals of
the communist ideology, not surprisingly, alienated hardliners within the system,
who feared the collapse of the Soviet Union, and thus loss of their privileges. Out of
desperation, they sought to pull the emergency brakes on the reforms through their
coup against Gorbachev in 1991. This, however, achieved the opposite effect,
accelerating change by discrediting the hardliners and what they represented.

After a brief period of regrouping within the political establishment, with no
clear direction towards an institutionalisation of democratic principles, another
confrontation between the contradicting elites resulted in 1993. It brought to a
head the inability of the elites to overcome their fundamentally opposed views
about the future of the Soviet Union, the role of Russia, the establishment of a
planned market economy, and, especially, democracy. With no experience of poli-
tical bargaining and negotiating, compromise was not considered an acceptable
way forward. The different phases in the dismantling of the communist state reflect
the shifting power relationships between those seeking change and those wanting to
retain the status quo. After the 1993 ‘battle’ of the Russian Parliament, with
President Yeltsin pictured in the global media on top of a tank outside the building,
symbolising the defence of the changes against the old guard, the modernisers
clearly had the upper hand. This allowed Yeltsin to effectively dictate the new
democratic principles of government and related institutions. ‘Imposition, how-
ever, rarely produces liberal democratic outcomes. The mode or path of transition
influences the kind of institutional arrangement or regime that eventually emerges’
(McFaul, 2001, p. 22). The more confrontational the transition process, the less
likely the outcome is to be genuinely democratic (popularly supported), especially if
all the arguments remain entirely within the political elites, excluding the public
realm from any meaningful involvement.

It has become increasingly clear over the following years that:

‘democracy from above’ and the move to a law-based state through legis-
lative enactment cannot succeed without the development of an appro-
priate culture within the society as a whole. Not only must the old formal
structures be eliminated, but the old patterns of thought and the informal
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structures of power must be superseded by a new culture of politics. Such
a culture must recognise the legitimacy of certain sorts of governmental
activity on the part of independent political actors. Such a culture cannot
emerge through legislative fut ... Such a culture can only develop as
a powerful entity, if it does so through its own means. It must be self-
propelled.....

(ibid., p. 229)

But there was no precedent, nor time, to develop such a culture during that initial
period, and the jury is still out about the scope for it to develop in the immediate
future. The inability to negotiate a compromise in the competition between the
paradigm of a Soviet statehood and an emerging Russian national awareness meant
that only one of the two could survive. During the early 1990s stand-off, power,
including public support, shifted from the Soviet to the Russian leader, as did the
strategic policy focus with its move from a concern for maintaining the Soviet
Union towards securing Russia’s newfound independence.

The nature of the Soviet Union as an assemblage of nations, ethnic groups and
formerly independent states, held an inherent volatility, which those secking to
maintain the Soviet Union’s integrity could only see being achieved through the
old order. Once this essential principle had been abandoned, the ‘actual’ trans-
formation process of economic, political and institutional reform began, and new
identities and territorial reference points were created. It was not until the second
coup attempt in 1993, however, that the urgency of establishing formal institutions
and principles to accompany the bandwagon of ‘liberalisation and marketisation’
had become evident. Actors had clashed first over the principal issues of sovereignty
and territorial power and control, and then over economic issues, while concerns
about political reform were shunted to third position. When it was sought to put
them into practice, however, much of the initial euphoria, political engagement
and democratic interest by the population had cooled down again, against the
backdrop of the experience that changes did not bring about immediately the
imagined (especially economic) rewards expected from them.

This almost inverse sequence in the reform process, together with the absence of
a clear majority among the political elite in favour of reform, marks a major
difference from Central and Eastern European countries. A roughly evenly sized
conservative and reformist camp within the administrative-governmental elite
made negotiations lengthy and more difficult, as neither was able to effectively
dictate the terms to the other, weaker side. In most CEE states, by contrast, the
democracy movements, driven by popular support and voice, were clearly domi-
nant. Based on the variations in the relative importance of ‘reformers’ versus
‘conservatives’ in Central and Eastern Europe, and Russia/the former Soviet
Union, three main patterns of democratisation can be distinguished (see McFaul,
2001, pp. 20-1):

1 Aclear dominance of the reforming, democratic forces within society (not just
the elite) leads to a swift and wholesale shift towards democratic government
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structures and politics, and liberal market economy, without contestations, as
was the case, generally, throughout CEE and in the Baltic States.

2 At the other end of the scale, the incumbent authoritarian forces retain their
strong position and are thus able to defend the status quo, albeit usually with a
drop of the term ‘communist’ and adoption of nationalistic language. The
outcome is a post-communist, or rather post-Soviet, authoritarian regime.
Many of the central Asian republics of the former Soviet Union fall under this
category, such as Uzbekistan, Kazakhstan and Turkmenistan.

3 In between those two uneven distributions of power sit the countries with a
much less clear situation. Small differences in the standing of reformers against
‘the old guard’ lead to contestations and, if inflexible, confrontations. Russia,
Ukraine, Tajikistan, Bulgaria and Moldova exemplify this ‘messier’ transi-
tional path.

Does the eventual 1993 arrangement, and thus the installation of the Russian
state as an autonomous entity, mark the end of transition, asks McFaul (2001).
That, he points out, depends on the goals set and the yardstick applied. Technically
speaking, as far as the installation of a democratic system and market-based
economy are concerned, transition seems to have reached its destination. The
situation is less clear when including the practice of democracy. Has it made it to
the hearts and minds of all actors, including the general public, and embedded itself
as the ‘natural’ form of the political system? Civil society has taken an important
position in the discussions on democratisation, the state, democracy, and so forth.
Important is not just the existence of individual, independent groups of interests
and representation, but also their scope to make an impact on actual policy. This
implies the existence of accepted rules of behaviour, circumscribing the state’s
sphere of competence. This also means sufficient visibility of grassroots organisa-
tions, local NGO representations, and external funding for explicitly democracy-
building organisations and initiatives. In the absence of much of this, it is not
surprising that there is rather limited public participation in essential democratic
activities (Crotty, 2003), including voting, and thus limited scope for the develop-
ment of an active civil society. The weak position of political parties, especially on
the left (Christensen, 1998) in Russia, contributes to the general lack of mass-based
interest groups and representation. Their limited visibility, even on the Internet,
where their websites are not advertised and are difficult to find for web search
engines (Semetko and Krasnoboka, 2003), is evidence of the limitations to a
functioning civil society. ‘Self-interested motivations for adhering to democratic
rules have not translated into normative commitments to democracy’ (McFaul,
2001, p. 4), and the pursuit of individual, egoistic objectives is still paramount.

Russia’s own transition as half-finished democratisation
and continued elitist rule in a ‘formal democracy’

The particular feature of Russia’s path of ‘transition’ is its failure to ‘go all the way’
to being a fully democratic polity. Instead, it got stuck between different transitions,
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and the process of change has been protracted, conflictual and imposed from the
top. McFaul (2001) argues that the particular nature of Russia’s transition from
communist rule has impeded the consolidation of liberal democratic institutions
and values, but it could also be said that Russia’s particular history and legacies
shaped the very nature of this process of change, thus reproducing and ingraining
the underlying structural and ideological differences between Central and Eastern
Europe and the former Soviet Union. One such difference is the varying degree of
involvement by the public in the actual transition process. While public engage-
ment was instrumental in setting in train the processes ending communist rule in
the CEE countries, it did not become involved in Russia until the final stage of
building an independent state. This difference in the nature of transition may be
seen in conjunction with the varying quality of democratisation between the CEE
and FSU countries, with an emphasis on formal structures over practised demo-
cratic principles in the latter. Russia’s historic authoritarian legacies may contri-
bute to this difference. Evidence from other post-authoritarian, formally democratic
regimes suggests that not necessarily fully practised democracy may follow (see
McFaul, 2001). The current outcome of Russia’s post-communist transition
appears to show few signs of progress towards liberal consolidation.

One visible indication of Russia’s ‘in between’ status on the notional route
towards democracy is the weak, largely marginal status of political parties as inde-
pendent political actors, rendering them rather ineffective as a counterbalance to
growing presidential power (Christensen, 1998). This may be viewed as demon-
strating the second differentiating factor of Russia’s transition — a weak develop-
ment of civil society. Obviously, this is in direct correlation with the rather limited
participation of the public in bringing about the end of the communist regime in
the first place. Much of the political representation, and dealings with the executive,
bypass the parties, and work instead through networks of established political elites
of the state apparatus. This includes the new business elites in a form of state
corporatism, an arrangement that allowed the emergence of the oligarchs in the
wake of the privatisation process. Effectively, therefore, politics is being made over
the heads of the political parties and, by implication, of the general public. Political
parties appear more a decorative element, populating the Parliament (Duma) as a
‘must have’ feature of a formal democracy, rather than as an instrument of effectual
democratic policy-making. This is in considerable contrast to the CEE countries.
Aside from the Baltic States, Ukraine is so far the only former Soviet republic where
such a formal democratic arrangement has, just now, been democratised a posteriori
through grassroots movements. Yet to what extent this leads to the firm establish-
ment of a democratic polity in the medium and long term remains to be seen.

There are several reasons for this weak position of political parties (McFaul,
2001). For once, after 70 years of Communist Party control of all aspects of life,
there was strong resentment of ‘parties’ and party politics, and getting involved
with parties seemed the last thing to aspire to. The absence, in contrast to many
CEE countries, of a pre-communist legacy of democratic parties, that could have
been used as a ‘bridge’ over the communist years, meant that there were no positive
role models and experiences with democratic principles, including political parties.
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Instead, with no more compulsory attendances at political events and party meet-
ings, withdrawing from political engagement altogether was a frequent, immediate
response to the end of the communist regime’s control of people’s lives. The second
factor concerns the extent of transformation of Russian society after the end of the
communist regime’s control over the assemblage of nationalities that constitute the
state. Many new divisions emerged and old certainties (social standing, economic
security) were lost, all creating a shifting and unclear arena of diverse, often
unfamiliar, political issues. While some of the new parties focused on specific
‘popular’ issues, most adopted a more general programme about outcomes of the
transition in general, to increase their chances of appealing to a larger part of the
electorate. A simplistic contrasting of conditions before and after the changes was a
favoured format, because it was easy to politicise and for the electorate to relate to.
But such simplicity tends to obscure underlying trends and individual outcomes.

The strong corporatist element that developed in the newly formed Russian
state under its first president, Boris Yeltsin, was the third key factor undermining
the role of political parties as independent arbiters of popular political interests.
Privatisation was dominated by a few large actors able to accumulate big chunks of
the state’s assets, often through existing insider knowledge and close connections to
the political system (Blanchard, 1997). The outcome was that a relatively small elite
shaped the nature and course of transition both economically and politically, while
leaving much of the Russian public effectively in little more than a spectator’s role.
Furthermore, economically, this capital concentration process has had a limiting
effect on the role of small to medium-sized businesses (SMEs) and, as a conse-
quence, the relevance, both economically and politically, of the emerging new
entrepreneurial middle class. Remarkably, there are few signs of the nature of
transition — ‘shock’ versus ‘gradualism’ — having had a significant impact on busi-
ness productivity (Brown and Earle, 2003), and the relative under-representation of
the traditionally more entrepreneurial and innovative SMEs may well be attri-
buted to that. The narrow source of entreprencurialism becomes apparent when
making comparison with CEE countries such as Poland, which, with a quarter of
Russia’s population, boasted some two million non-agricultural businesses in 1996,
compared with Russia’s 900,000; this represents an eighth of Poland’s density of
business formation.

In Russia, ‘exorbitant taxes, inflation, lack of liberalisation at the local level, the
mafia, and monopoly-controlled markets, have combined to create a very difficult
environment for market entry’ (McFaul, 2001, p. 319).The main reasons for this
sluggish development of SMEs in Russia lie nter alia in a lack of an entrepreneurial
tradition, a weak and fractured government that could easily be influenced by
powerful interest groups (e.g. large businesses), strong income inequalities,
corruption and business-unfriendly legislation with a lack of clear rules and legal
certainties (Kihlgren, 2003). An important, traditional backbone of civil society
with a keen interest in the representation of democratic interest, is thus largely
missing. Instead, politics tends to be dominated by political dealings ‘at the top’,
including the oligarchs, who control much of the country’s capital assets, and it is
heavily Moscow-centric. Feelings among the general (business) public of not really
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being ‘part of the game’ contribute to more lethargic attitudes towards partici-
pating in politics: ‘What does it matter?” may be the conclusion drawn by the public
when assessing whether it’s worth the effort to vote, for instance.

Taking these factors together, therefore, the slow development of civil society in
Russia is not surprising. For one thing, the long period of Soviet control has done its
best to excise any independent, non-organised, genuinely bottom-up, let alone
spontaneous, expression of political interest. There was thus no civil movement as
seedbed of a popular understanding, pushing for change. In Poland, by comparison,
the strong role of the Catholic Church was instrumental in forging the formation
and articulation of resistance to the communist regime as early as 1981, through
the Solidarity movement. In Russia and the former Soviet Union, the extra length
of communist attempts at suppressing traditional religion as a potential rival in
capturing people’s loyalties, had done its best to remove such a point of reference
for possible ‘counter-revolutionary activities’, as any expression of criticism was
immediately branded. There has thus been much more to be re-/built as far as an
actively engaging civil society and a practised democracy are concerned. Although
many personal networks existed, frequently, as a means of self-help to bypass insti-
tutionalised obstacles to the conduct of everyday life, translating that into active
democratic political engagement is still a relatively big step to make. Under
communism, official organisations were installed to control society, not to act as its
agent, but society needs to realise and internalise the different roles such interest
representational organisations are meant to take; they need not be instruments of
state control per definitionem.

The biggest challenge to the development of civil society has been the cost of
economic restructuring, of the ‘recessionary transition’ approach (see Chapter 3)
excluding many from the newly emerging opportunities. The oligarchs are an
illustration of the elitist outcome of economic change, while imposing costs on the
many through job losses and much reduced welfare. Privatisation they witnessed as
ascramble for the state’s assets by a few well-connected individuals, making official
commitment to democratisation look rather less convincing. Many felt like mere
bystanders at events that affected their livelihoods (as under communist rule), with-
out permitting them, whether effectively or perceptively, much scope for having an
effective influence.

Nearly 15 years after the formal end of the Soviet Union and the communist
regime, Russia and most of the former republics still have some way to go to achieve
full democratisation, if, indeed, that is the target they set out to achieve. The degree
to which changes towards democratisation have been achieved, vary, of course.
Indeed, there are many signs that Russia, for instance, is not moving towards more
‘real’ democracy with any undue haste. Vladimir Putin, since coming to office in
2000, has sought to increase his power as president, while weakening the repre-
sentational institutions, as well as press freedoms. Rather than moving towards a
stronger civil society, a shift that seems rather illusionary at the moment, scope for
its development has been steadily curtailed. So far, there has been no sign of public
pressure, as in Ukraine, for instance — having been at first sight, a less likelier can-
didate for democratisation than Russia. The centralising tendencies of the Russian
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presidency include ‘cracking down’ on the oligarchs, too, if they are deemed to be
potential political challengers, as the Khodorkovsky case has demonstrated. A
similar rationale is likely to lie behind the constitutional change to making regional
governors Kremlin appointees, rather than democratically elected. Apart from
thus reducing the ‘risk’ of them forming their own power bases, it also disconnects
the public even more from the state and its political machinery.

The unclear distribution of powers and responsibilities among the centre and the
regions and municipalities has added to a general sense of uncertainty, and has
made public participation more difficult. The creation of a federal order out of a
highly centralised state has been difficult, too, as areas of responsibility had to be
negotiated. Rather than being statist, like the communist state, the federal arrange-
ment contains an inbuilt dynamism between government tiers about responsibilities.
But this can work both ways — centralising or decentralising. For Russia, the former
seems now to be the case. ‘In fact, the state has begun to be “re-nationalised”, with
the influence of the oligarchs curbed and state functions restored to the state’
(Sakwa, 2003, p. 462). This seems to invoke a considerable danger of shifting further
away from civil society, rather than towards it.

The resulting political order is thus a hybrid of different traditions, or parts
thereof, a varying mix of old structures and practices, and new conditions. The
outcome is an unstable balance, depending on the relative importance of the differ-
ent factors at particular times. One important legacy is the fact that ‘the democratic
state-building slogans of the early years were trampled on in the rush for power and
privileges of a narrow political and social elite’ (ibid., p. 465). Democratisation in
Russia has thus been a result of varying ‘mediated outcomes of the asymmetries in
access to power and weaknesses in the accountability of that power to society’s
representatives’ (ibid). With civil society still in its infancy, largely bypassed by a
network of a powerful elite at the top of the national economy and government, the
difference to many CEE countries, especially those in Central Europe, becomes
obvious. The unclear Russian nationhood stimulated an exaggerated notion of
statehood and accumulation of power, and thus the acceptance of the perceived
predominance of state over society, raising questions about the likely future scope
for democratisation.

Effectively, the ‘party-state’ that had emerged under Soviet communism has
transmuted into Russia’s regime state, following the principles of a ‘delegative’,
rather than ‘representative’, democracy (O’Donnell, 1994), as was envisaged by
the West. This entails a particularly pre-eminent governmental authority of the
presidency, closely linked to the personality of the incumbent of the time. Person-
alities and interpersonal connections and networks thus emerged as the channels of
power and policy-making, rather than the formally established institutions. This
new form of regime looked both ways for inspiration: back to the command-style
policy-making of old, with its bureaucratically regulated economy; and forward to
a genuine separation of powers, and of the economy from the state, as is the case
under ‘western’ liberal market democracies. The outcome is a synthesis drawing
on old established ways of doing things, if with a new way of interpretation
and rationalisation, while seeking to incorporate new forms of policy-making and
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structures, as well as actors, to move towards democracy. This ambivalent ‘in
between’ approach has been followed until today, with a varying emphasis on ‘old’
and ‘new’, depending on the personal political agendas of the president and his
immediate political elite, and political expediency at the time. Currently, under
Putin, the state seeks to expand its capacity and control at the expense of the
corporatist ‘regime elite’, comprising economic leaders, especially the ‘oligarchs’.

The oligarchy that emerged from the particular way of privatisation, favouring
those with insider knowledge, represents a fusion of financial and industrial capital
with direct access to government. By their very nature, they undermined the
separation between the market and the state as the backbone of a liberal market
economy, placing in their stead informal (and thus unaccountable) lobbying and
network connections. In effect, non-elected and non-accountable actors gained
quasi-governmental status. But in exchange for their favourable position, loyalty to
the political leadership is expected. Otherwise, loss of status, influence, and, ulti-
mately, freedom, are the price to pay. Inevitably, tensions emerged between system
and (actual) regime, especially between the institutionalised and personalised
expressions of political authority. There is a danger that the growing importance of
personal links renders institutions rather irrelevant, reducing them to mere institu-
tional fagades of democracy.

Post-communist Russian politics has thus been shaped by struggles between
the competing and contrasting policies of opening up internationally, especially
economically, while at the same time seeking to define and assert a new sense of
identity within the new, post-imperial, international setting. Sakwa (2003) speaks
here of a struggle between globalisation and nativisation. As a result, Russian policy
has often looked confused, torn between security concerns, democratisation and
defining its new identity. In Russia and most other FSU states, the legacy of a long-
established patriarchal community and form of governance, combined with a
strong egalitarian paradigm under communism, has made this balance particularly
challenging. It is not just the institutions that need to be shaped, established, and
rooted, but also the mindset and way of doing things. In many ways, this marks the
divide between a mere formal and a practised, popular democracy. The resulting
uncertainty in the mid and late 1990s, however, detrimentally affected the percep-
tion of Russia as a place to invest, thus hampering economic development, and
with it, demonstrable ‘success’ of transition in the public’s eyes.

The elitist, formal and delegative nature of democratisation in Russia may
encourage comparisons with such processes in Latin America, characterised by
growing class divisions, semi-privatised and state-owned businesses, and the
absence of a strong middle class. However, the main difference in Russia was
the absence of the military as a key player in the process of change. The absence of
private property also meant the lack of a well-established and connected oligarchic
property-owning class at the time. There was thus some scope for the political elite
to battle their differences out independently of other groupings, although this
separateness meant that society at large did not gain much influence or ownership
of the democratisation process. Thus, ‘Russia generated its own synthesis of
tradition and modernity, of old and new elites, of legal-rationality and charismatic

120



THE SOVIET UNION AND AFTER

rule’ (ibid., p. 442). But, as a direct legacy of its multi-ethnic nature, the detached,
top-down dispensed democratisation also allowed old, previously suppressed differ-
ences to re-emerge between Slavophiles and Westernisers, and between nationalists
seeking to reaffirm national independence and autonomy, and liberals wanting to
engage with globalisation and internationalisation. When it came to economic
change, however, the differences between the various social groups were much
smaller, which limited the interest in engaging in political arguments, weakening
the role of political institutions in the democratisation process (Ahl, 1999).

The competing ideologies and ‘recipes’ advocated for Russia’s future during the
1990s revolved around the question of the nature and quality of democratisation.
This aims effectively at ‘re-civilising’ the country by establishing a civil society,
and ‘correcting’ communist-era ‘mis-developments’, especially dead-end old-style
industrialisation. The latter, inevitably, would lead to enormous replacement costs,
usually in conjunction with a new geography of new investment. As a result, to the
public’s eyes, destruction and democratisation went hand in hand, offering a very
different image and experience from that followed by the Chinese. There, ‘reform’,
rather than ‘transition’, and economic growth went hand in hand, at least for the
majority of China’s urban centres, especially those on the southeastern coast (see
Chapter 6). The particular challenge has been, as in the CEE countries, the com-
plete restructuring, not just of the political-institutional system, but also of social
and economic structures, making it particularly difficult in all that flux to find a
reasonable ‘fit” between the two. The way this ‘fit’ is arrived at, and its quality, are
fundamentally shaped by the self-perceptions of Russian society, its legacies and
interpretations and, especially, its new identity as ‘Russia’ in a post-Soviet, post-
imperial, setting.

The rapid and tumultuous end of the Soviet Union led to an immediate
disintegration of the existing structures and linkages that had developed across the
Union. These include cultural, economic, political and social-ethnic differences,
which had been kept under the seemingly unifying mantle of Soviet statehood.
With the removal of that cover, underlying competing ambitions and variations in
historic and cultural legacies, as well as geopolitical and economic geographies,
came to the fore, leading to a much more differentiated and heterogeneous picture
than had been visible previously. The following sections look at some of these
diversities in cultural, economic and political respects.

Competing post-Soviet identities of Russia

Russia’s and the other former Soviet republics’ paths of post-communist, post-
Soviet, development, have been fundamentally shaped by the 75 years of Soviet
policies and attempts to forge a new Soviet identity and statehood, on top of the
many existing national identities across the Union. Russia’s search for a new
identity is of particular interest, not only because it is the largest state, and legal
successor to the Soviet Union, but also because of its special role and position
within the Union framework. Russia was the clearly dominant Republic, and its
language, territory, culture and interests became extended across the Union. As a
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result, Russian identity became intermingled with Soviet identity, not only from an
outsider’s perspective, but also from within Russia. Loss of the superpower status,
and of territorial control, had affected the Russians’ sense of pride and self-percep-
tion. ‘For Russians, adjusting to their new [smaller, more peripheral] homeland
status has therefore been disorientating and painful’ (Smith, 1999, p. 48). At the
same time, many Russians considered the loss of the borderland republics, especially
in the south and in central Asia, with their continued need for economic assistance,
as beneficial to Russia’s own economic development. By the same token, there is
also concern about a possible continuation of resurgent nationalism within the
multi-ethnic Russian state itself, something vehemently resisted, as the ongoing
battle with Chechnya has illustrated.

There are three main competing discourses on Russian identity (see Smith,
1999) that have gained importance with the collapse of the Soviet Union, whose
territory and geopolitical standing as a ‘superpower’” had been closely interwoven
with Russian identity.

1 The ‘westermising perspective” Russia, as part of ‘the common house of Europe’, in
Gorbachev’s words, is seeking to join’ Europe, thus overcoming its geographic
peripherality. It is an ambition most starkly reflected in Peter the Great’s
building of St Petersburg as ‘Russia’s Window to Europe’. Adjusting to
‘western’ values and ways of doing things is an integral part of that view.

2 The lustoric Slavic perspective: Russia as having a particular culture, distinctly
different from that of ‘Europe’ and ‘Asia’, emphasising the Slavic heritage,
especially peasant culture and social values (sense of community). ‘Western-
isation’ is seen as an erroneous attempt by the urban elites to abandon this
heritage, and thus ‘sell out’ to alien western (urban) values.

3 The geopolitical perspective: Russia as a bridge between Europe and Asia, with
Siberia as the main connecting commonality (stretching across the continent).
Asia was seen more as an imperial back-up to Russia’s geopolitical aspirations,
its ‘natural’ backyard, rather than an equal part of the state proper. Russians
do not consider themselves as having European cum Asian identities.

These different identities have been invoked in various combinations and with
various emphases, depending on the target audience and the purpose of projecting
thatimage. Gorbachev, for instance, made use of this multiple identity by projecting
one or the other to his different international audiences, all for best political effect.
Neo-nationalists want to extend Russia to its maximum imperial extent, using this
extended territory to sustain Russia’s economic development, thus clearly aspiring
to a neo-colonial status. Then there are the neo-Soviets, viewing western values as
alien to the Russian nature. Renouncing property ownership and self-centred
capitalist (bourgeois) values as ‘un-Russian’, they advocate a ‘natural’ socialist
Russian identity and way of doing things. Eurasia is seen as the natural, legitimate,
and essential Russian homeland.

The other post-Soviet fall-out for Russia’s identity and national self-perception is
the alienation of some 20 million ethnic Russians within the former borderland
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republics, who are now considered foreign’, and legally and rhetorically ‘othered’
by the host nations, albeit with considerable variations in intensity. It is strongest in
the Baltic States, while less so in Belarus or the central Asian republics, for instance.
The Russian state sees itself as the legitimate homeland of those ethnic Russians
who find themselves transformed from part of an elite within ‘their empire’ to a
barely tolerated (if sizeable) minority with reduced citizen rights (as in the Baltic
States). Having not possessed separate representations and offices, in contrast to
the other 14 republics, Russia and the Soviet Union have tended to be seen as
synonymous, both within the Union and by the outside world. Denying a clearly
separate identity and representation to Russia was a deliberate attempt by Lenin to
reduce Russia’s visibility and evident dominance of the Union, thus reducing
potential rifts with, and ill-feelings among, the other nationalities. But the long-
term outcome has been that Russia’s own perception of, and attitude to, its position
within the Soviet Union has become somewhat blurred, and that has raised its
desire to re-/gain a visible independence and identity.

Russia sought its own statehood and its own institutions to underpin that, and
this very much influenced policies towards the Soviet Union in 1990 and imme-
diately thereafter. With the Union looking increasingly weak, the republics, and
Russia in particular, sought to affirm their independence, and the issue of sover-
eignty became paramount — more so than democracy. As a result, each former
republic sought to find its own way of post-communist development, separate from
the Union, and with more, or less, democratisation. “The Union republics of the
USSR began to take responsibility for their own affairs’ (Smith 1999, p. 17), each
following its own path. The centre of political bargaining thus shifted from the
Union to the republics, with Russia, not surprisingly, taking a predominant position,
thus becoming the main challenger to the Union. Not surprisingly, reflecting the
very different cultural and historic legacies in the former republics, in many of them
the ‘old communist elites managed to convert themselves into nationalists and have
continued to rule on the basis of the new ideology. The sovereignty of the republics
has thus not been a triumph of democracy and civil society, but the establishment
of the borders within which both might later develop’ (ibid., p. 19).

The reluctance and inability of the Communist Party of the Soviet Union (CPSU)
to reform and become the driving force of the modernisation and transformation of
the SU rendered it increasingly out of touch and, ultimately, irrelevant. Changes
then took place anyway, without the Party, sweeping it aside as a no longer wanted
relic of the past, along with the associated institutions and arrangements; 1991
marked the end to it. The Party was no longer able to retain the vital link between
ideology (as legitimation) and organisation (its role in politics and society), and
modify and/or re-present it in response to changing circumstances in such a way as
to retain a legitimate claim to power.

New administrative-political divisions

The collapse of the Soviet Union reinforced existing, and created new, divisions
both of the administrative-governmental and the more statistically based, social-
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economic kind. Both occurred at the level of the former republics, and also within
the newly independent states. The former symbolise the ex-republics’ new
independence as separate states, with the borders between some particularly ‘high’,
such as between Russia and the Baltic States, where they serve as new ‘demarcation
lines’ between a Soviet and newly emphasised (western) European belonging. This
becomes particularly obvious in the new ‘Iron Curtain’ running through the border
town of Narva, marking the now international and European Union border
between Russia and Estonia. Here, a new ‘high’ border separates the previously
integrated town straddling the Narva River into two: Ivangorod and Narva. With
93 per cent of the population Russian-speaking, their first response to the separation
of their city was to be repatriated with Russia by drawing the boundary around the
western edge of the city (Urban, 2003). But this, of course, was resisted by the
Estonians. The creation of new boundaries, both physical and mental, has been
one critical outcome of Estonia’s (and the other two Baltic States’) independence —
suffering from a lingering anxiety about Russia as the sovereignty-threatening
‘outsider’ across the border (Vetik, 1998), while also worrying about a loss of
sovereignty when joining the European Union as a ‘safe haven’ (Kuus, 2002). Thus,
in Berg and Oras’s words, ‘at the moment, there are more barriers than gateways
on the mental maps’ of Estonians, unsure whether they feel as the last bastion of
western culture, or as an international, outward looking space linking ‘east’ and
‘west’(Berg and Oras, 2000, p. 623).

Within the new states new divisions emerged too, some initiated through
administrative changes and an emphasis on decentralisation, as in Russia. Other
divisions resulted from newly emphasised ethnic identities straddling the new state
borders, and secking their own representation and territorial expression —sometimes
even with Moscow’s blessing, as part of a divide and rule approach to counteract
rapidly growing power bases at the regional level (oblast) (see e.g. Khakimov,
1996). The ongoing battle between Russia and Chechnya is one such example,
fought with particular bitterness and vehemence as it is also seen to be of symbolic
value, potentially setting an example to follow, if allowed to secede. But there are
also less headline-grabbing processes of division, such as the emergence of greater
regional independence within Russia, a process President Putin tries to reverse.
The Soviet legacy has been an administrative division into regional entities, drawn
up for political and administrative convenience, for the government in Moscow, to
permit more effective central control, rather than to serve as an expression of
decentralised representation and territorial management.

Since Russia’s independence, during the Yeltsin era of the mid-1990s, regions
were given greater autonomy to manage their own affairs, especially in terms of
economic development, but also politically. This was largely a response to the
perceived flaws of the overt centralisation of the Soviet state, widely held respon-
sible for the economic underachievement of the former Union. As a consequence,
as Baev (1996) observes, ‘the regional elites are converting their former virfual
[emphasis added] property (administrative rights) into real property (control over
natural resources, industrial bases, agricultural lands, etc)’ (ibid., p. 372). The need
for the central state to woo the regions and their new, increasingly more influential
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elites, meant further concessions to regional political and economic autonomy,
weakening the Russian state’s control further, to the point where it was struggling
to call in its due share of taxes (Baev, 1996). Because of this new regional control of
assets, economic differences are growing, as the uneven distribution of natural
resources and the inherited economic structure were exploited, to maximise return
for the regional economies and their controlling elites. But any such figures need to
be seen against the backdrop of attempts to undervalue regional output figures, so
that relative ‘poverty’ can be claimed and federal aid be attracted from Moscow,
while also saving on taxation because of the lower than actual income figures. This
emphasises inter-regional differences in economic performance as far as official
statistics are concerned, but there is also a political price to pay. ‘Quite typically, the
richer regions have more political clout in Moscow, and are able to secure the
distribution of the meagre resources in their favour; marginalising the poor’ (ibid.,
p- 373).

This decentralisation of economic power does not, however, mean an automatic
shift to democratisation and the devolution of power to the people. Rather, it
reflects the emergence of new fiefdoms, ‘run’ by emerging, powerful ‘tsars’, often
in conjunction with equally emerging economic ‘oligarchs’. This development
challenges Moscow’s traditional hegemony. Some Russian commentators have
likened this shift from national to regional autocratic power to a form of ‘neo-feudal
division’ (Baev, 1996). Basing their power largely on the rural districts of the
regions, the urban districts, through the mayors, are often the only effective political
challengers to the patrimonial style of regional governance pursued by these new
‘barons’. They have little tolerance for signs of opposition or questioning of their
policies, while vehemently defending ‘their’ regional autonomy vis-a-vis Moscow.
With electoral procedures and outcomes not always very transparent, usually
favouring the incumbent holder of the regional leadership, genuine democratic
principles, or even a civil society, are far from obvious. It is not surprising, therefore,
that Putin tries to rein in the independence of these new regional centres of power,
by making the regional ‘tsars’ his appointees, rather than elected politicians from
within the region. However, this is more an expression of political rivalry, and an
attempt by Moscow to repatriate power, than an attempt at tackling the widening
regional imbalances in a ‘multi-speed and variable-geometry federation’ (Baev,
1996, p. 375), and whether the presidential announcement of 2000 to ‘transform
local government into a lower level of “vertical executive™ (Gel’'man, 2003, p. 57)
— thus substituting local autonomy (and with it, the potential for the development
of civil society) with top-down centralism — will serve that objective, remains to
be seen.

Economic divisions as legacies of a colonial-style
space economy

The territorial divisions in economic activity across the former Soviet Union meant
that after its break-up, the various newly independent national economies would
have specific specialisations, but would lack many other essential activities. At least
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for the time being, some form of maintaining an economic tie-up was considered
crucial, even if countries wanted to go it alone politically. The outcome was the
Commonwealth of Independent States (CIS) as a loose association of participating
countries, unthreatening in its nature to the newly established countries’ national
autonomies. Inaugurated by Russia, Byelorussia and Ukraine in 1991, it was joined
by the other states soon after. Reflecting concern about the sudden disintegration
of a some 70-year-old economic and administrative structure, there were, initially,
great ambitions for establishing something akin to the European Union in the
longer term, but the reality now looks rather different. With new national identities
and nationhoods firmly established, and the respective national economies re-
connected with the outside world, there is much less sense of sharing common
interests and requiring some form of common reference point. The CIS has thus
lingered, while silently fading away. The political elites of the new independent
states are quite happy with their new-found roles, and would not want to be reduced
to the second rank of a mere regional leadership. In addition, a new generation is
growing up with a more detached view of the immediate Soviet past. They have
fewer ‘hang-ups’ about that time, its achievements and failures. Instead, they feel
more part of a global age and its ‘western’ symbols (Dawisha and Turner, 1997).
Even in Belarus, the most staunchly authoritarian European former Soviet
Republic, a Belarusian, as against a Soviet, identity is slowly emerging among the
younger generation (Grichtchenko and Gritsanov, 1993). This is the more sur-
prising, as the Soviet-style authoritarian leadership seemingly seeks unity with
Russia (a customs union exists already), thus effectively undermining any sense of
separate identity.

The legacy of the Soviet Union was a tightly interdependent economic space,
with clearly allocated economic specialisms in a spatial division of production
across the USSR, directed and controlled from Moscow; this got abruptly split into
separate parts, with new borders and varying economic policies. Many of the new
states had been given particular economic functions as part of the Union-wide
organisation of production. In 1990, trade between the republics accounted for
some three-quarters of all imports in all the republics, and nearly 85 per cent of all
exports, with all trade directed and controlled by Moscow (Schroeder, 1996). This
meant a clear economic dependency of the borderland republics, especially those
in central Asia, on their connections with the rest of the Soviet Union’s space
economy. The end of this structural context resulted in considerable structural
adjustment problems — the ‘post-Soviet ailment’ (Primbetov, 1996. p. 164). Others,
such as Ukraine, Georgia, Azerbaijan and Moldova, have sought to use their
natural resources, and their transport links to western Europe, as a means to gain
economic independence from Russia, while also pursuing attempts at securing
their independence through new strategic alliances.

The Baltic Republics were the only former republics actively seeking to disengage
from the still existing Soviet Union. Russia and the remaining 14 republics were
‘catapulted into independence at the end of that year, when the Soviet state
dissolved’ (Schroeder, 1996, p. 12). Among the Baltic States, there was thus quite
a different political background and determination to ‘go it alone’, giving them a
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head start in development. But, despite their differences, they all had to tackle the
legacies of the Soviet economy — strong militarisation of production, specialised
economies as part of the division of production, backward technology, uncom-
petitive labour skills and practices, massive environmental degradation, and an
unawareness of the workings of the ‘market’ both for goods and labour. In all
countries, the massive task of marketisation, liberalisation and stabilisation — the
Washington Consensus mantra —has been directed from above, guided by (western)
advisers and often copied from elsewhere. Still, each newly independent former
Soviet republic developed its own ways of proceeding, based on local power
relationships, interest groupings, the political capabilities of the political elite, and
available economic resources. Russia’s development, as the ‘biggest fish in the
pond’, naturally affected the development of all the other republics’, as all econ-
omic links and financial interchanges converged on Moscow. The rapid decrease
in Russian economic and financial aid to the former republics stimulated their
striving for independent, varying economic prospects.

For the newly independent states of the Caucasus and central Asia, economic
prospects are particularly challenging (Bartlett, 2001), given their relative geo-
graphic peripherality, unfavourable topography, and difficult accessibility (being
landlocked). Conventional development strategies, such as resource-based devel-
opment, import substitution, export promotion, or neo-liberal marketisation per se,
are unlikely to help in this respect. Bartlett (2001) suggests a conventional regional
development strategy, including favourable regional trade agreements and finan-
cial aid from international development agencies. But any such strategy requires
stable political conditions, especially clear ownership and power structures, and
settled ethnic-territorial arrangements, before allowing cooperation between these
new countries (Primbetov, 1996) and international finance. Particularly, ethnic
rivalries make longer-term economic strategies difficult, and are an obstacle for
international engagement in these countries. Another problem is the Soviet
economic legacy, with reliance on primary extractive goods (mining) and food
production. In effect, these economies resemble those of colonial dependencies.
What existed in industrial capacity was largely defence oriented, and offered little
in terms of export opportunities (Bartlett, 2001) and required new investment for
any conversion to civilian products. Table 5.2 illustrates the limited degree of
foreign trade and inward investment. The second main obstacle has been the
dependency on the Russian economy, again, suggesting a colonial-style economic
structure. This dependency is reinforced by Russian control of much of the energy
sources, especially oil and gas.

Against this background, it is not entirely surprising that a ranking by Deutsche
Bank, in the early 1990s, of the ‘independence potential’ of the 15 Soviet Republics
showed Ukraine and the Baltic States with the highest, and the four central Asian
republics, Kyrgyzstan, Uzbekistan, Turkmenistan and Tajikistan, with the lowest
potential for independent, economic viability, and thus political independence
(Schroeder, 1996, p. 11). One of the main challenges to independence was, indeed,
seen in the economic dependency on one another, and on Russia, as the economic
core of the Soviet Union, in particular. In 1990, between 44 and 75 per cent of all
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Table 5.2 Economic situation in the Caucasian and central Asian states of the FSU

Country Population (m) ~ GNP per capita  FDI per capita  Exportas %~ GDP
$US $US GDP 1988-98 (%)
Armenia 3.8 480 26 19.1 =7.7
Azerbaijan 7.9 490 174 24.5 -11.5
Georgia 5.4 930 40 13.8 -15.4
Kazakhstan 15.7 1310 244 29.2 -7.0
Kyrgyzstan 4.7 250 207 37.0 -7.2
Tajikistan 6.1 350 7 n/a 11.9
Turkmenistan 4.7 936 (GDP) 102 n/a n/a
Uzbekistan 24.1 870 16 22.2 -1.8

Source: Bartlett, 2001

imports into the republics came from Russia, and between 37 and 66 per cent of all
their exports went to Russia alone (Schroeder, 1996). Creating genuine indepen-
dence, not just politically but also economically, thus meant massive restructuring
of their economies. The main challenges were seen, inter alia, in an over-dependency
on a narrow range of products, few of which had export potential, technological
backwardness, large-scale environmental degradation and a general inexperience
with market forces.

Another difficulty is the continued lack of democratic principles and, instead, a
continued neo-nationalist autocratic structure with limited accountability. ‘Strong-
arm presidents [that] dismiss recalcitrant legislatures, intimidate opposition figures,
rig their own elections to compile Soviet-type super majorities, and engineer
constitutional amendments to extend their terms of office’ (Bartlett, 2001, p. 142),
are unlikely to attract foreign investment. It is a clearer, and more transparent
and predictable, institutional-legal framework, together with an ability to manage
political differences between the neighbouring states of the region, that are
fundamental prerequisites for necessary economic assistance to become available
(on the necessary scale) and translate into effective development strategies and
outcomes.

Where successful, the regions, especially those able to exploit their natural oil
reserves, are effectively going both global and regional, reflecting the fact that
regional elites are becoming more independently minded and more firmly rooted
in ‘their’ regions. Efforts to project a stronger resolve with regard to Moscow are
illustrated by the fact that most regions have formed regional alliances to lobby
Moscow politically and financially (e.g. the Siberian Lobby), and many regional
politicians (governors) seek to use the representation of regional associations as
platforms to launch their national political careers.

Based on their political and economic structures, and post-independence ‘paths’
of development, especially democratisation, the post-Soviet republics may be
grouped into five clusters of relative political, structural and geographic-cultural
similarities, as described below.
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The Baltic States

The Baltic States —‘late joiners’ of the Soviet Union, with past democratic experi-
ence —were clearly determined to seize the opportunity, and leave the Soviet Union
as quickly as possible, to regain their aspired independence and tie in with Europe.
All successive policies were consistently tailored to that goal, especially EU
membership. Their re-orientation towards ‘Europe’ is reflected in their trade flows,
too. While in 1991 their economies depended up to 85 per cent on trade with
Russia/the SU, and only 15 per cent with the outside world, the situation was
reversed only four to five years later. Their joining of the European Union in 2004
marked the final stage in the reorientation to (western) Europe — legally and
politically re-positioned on the ‘other side’ of the former Soviet Union’s border.

The Russian Federation

Russia’s transition has largely been shaped by its rather tumultuous move into
independence, seen more as the inevitable result of political events than as the
primary objective, with a sense of disorientation in its new global context. Its rather
protracted and breakneck speed of change immediately post 1991 followed, at first,
the paradigm of ‘shock therapy’, driven by a reform-committed, anti-communist
leadership. President Yeltsin’s personality, credibility as a ‘man of change’ and
authority at that time were essential elements in the pursuit of this rapid approach.
The price was a relatively weakened role of the state, undermining the goal of
effective and beneficial marketisation. Only recently, under Putin’s leadership, has
the position of the state strengthened, vis-g-vis the economic elite, albeit in the
company of continued centralisation and restriction of democratisation which, in
turn, has caused concern in international politics and, especially, among investors.

The Western Republics of the ‘near abroad’

Moldova, Ukraine and Belarus sit at the interface between Eastern European and
Russian traditions. Considerable differences in their more recent developments
have become apparent, with Belarus moving ever more firmly back to an authori-
tarian, neo-Soviet-style regime, while popular unrest and grassroots demonstrations
brought about a shift towards democratisation and a European outlook in Ukraine.
In Belarus, there are no credible signs of democratisation and economic reforms,
and few signs of new developments. It is not surprising, therefore, that Russia is
wary of adopting a struggling economy looking for assistance. Another difficult
case, with few signs of democratisation, is Moldova, which is effectively split into
two parts — the official territory of the Moldovan state, and the Transdniester region
that proclaims itself to be a separate republic. Russia, ignoring the opposed world
view, more or less supports the separatists in pursuit of its own strategic interest in
the area, and generally seeks to maintain close links and influence.

Similar squabbles about post-Soviet spheres of influence have also affected
Ukraine, particularly evident during the people’s Orange Revolution of late 2004.
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For once, this offered evidence of an (unexpectedly) emerging civil society, and
bottom-up revolutionary pressure in the style of the CEE countries of 1989/90. It
was surprising, given that in 2002 only about 15 per cent of the population claimed
to have participated in local democratic processes (UNDP 2003, p. 121), but it also
revealed the division between a Russia- and a Europe- (EU-) oriented half of the
country, very much reflecting its position between the Russian and EU cultural and
political-economic spheres of influence. Ukraine is, in this way, an interesting case
of a post-Soviet definition of identity, and geopolitical and cultural-historic
belonging. It also shows the underlying legacies of a post-imperial concern about
maintaining established, ‘owned’ spheres of influence. Internally, Ukraine put in
place the principles of more local autonomy, with its statute of 1991, although
the subsequent decade was largely driven by centralist policies (Boukhalov
and Ivannikov, 1995). As a consequence, local leaders saw little evidence of a
genuine shift towards more decentralised decision-making, compared with the pre-
perestrotka days, and there was little immediate evidence of a genuine interest in
democratisation (ibid.). In fact, shortly after independence, more than 40 per cent
of the local leaders agreed ‘that a few strong leaders would do more for the country
than all the laws and political speeches’, suggesting that there were ‘already many
signs of nostalgia for the “strong hand™’ (ibid, p. 136). This observation supports the
outcome of a comparative assessment of the support for transition in Ukraine,
Estonia and Uzbekistan, which showed the Ukraine with the lowest level of support
for transition (Hopf, 2002). The sudden outburst of grassroots support for democracy
and ‘Europeanisation’ — as against Sovietisation — comes, therefore, as a particular
surprise.

But there are also divisions within Ukraine, between the historically ‘Russian’
castern part and the more Austro-Hungarian-influenced western part. The
Ukraine’s urban and industrial east is home to a high share of the 11 million
Russians in Ukraine (about one-fifth of the population). Not surprisingly, among
these newly ‘near abroad’ Russians, commitment to Ukraine is less than in the
Ukrainian-dominated western part. Still, there is evidence of their identity going
beyond the simple dichotomy of being ‘Soviet’ rather than ‘Russian’, as there are
many smaller-scale, intra-regional variations, reflecting particular local features
(see Dawisha and Turner, 1997). With internal variations between sub-regions,
issues of identity-building are much more complex than the conventional East—
West or Ukrainian—Russian paradigms would suggest.

With virtually no precedent of independent statehood to refer back to, there was
no obvious path or model from which to ‘re-create’ a Ukrainian state, such as
existed for most CEE countries. This made a simple territorial approach appear
politically and economically the most realistic approach. As a consequence, the
Soviet-defined Ukrainian Republic was institutionalised as a separate state in
its own right, but with different traditions, and different historic and cultural
memories and affinities, captured in that territory, building a Ukrainian nation
and identity has not been an easy task. The arguments propagated during the
Orange Revolution illustrated that quite clearly (Kubicek, 2005). They mirror the
country’s straddling of the political-geographic (strategic) border between a Europe
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symbolised by the European Union, and a Russian perspective of Europe (see
also Solchanyk, 2001), although the European Union put much less pressure on
Ukraine to follow the ‘road to democratisation’, than it did on other countries
(Kubicek, 2005).

Continuing economic, financial and strategic dependencies on Russia, while
now demonstrating explicit pro-EU ambitions, clearly demonstrate the difficult
position across historic-cultural and political fault lines. Economic decline and
severe adjustment problems have shaped much of Ukraine’s post-independence
development. Most Ukrainian citizens’ experience of post-Soviet daily life has been
difficult, and anything but the initially hoped for materialisation of western-style
conditions (Solchanyk, 2001). But the ongoing economic problems, with wide-
spread socio-economic dislocation and disorientation across all social groups, has
created a sense of ‘shared grief’ among citizens, and thus contributed to the tenta-
tive formation of a territory-wide sense of Ukrainian commonality. Not surprisingly,
in 2002, more than 40 per cent of Ukrainians claimed that their economic situation
had worsened since independence, although many of them were hopeful that
things would improve in the future (UNDP, 2003). It is here that the European
Union is being challenged in its understanding of ‘Europe’.

Transcaucasia (Armenia, Azerbaijan, Georgia)

Post-communist developments in the central Asian republics have shown patterns
quite different from those of the former Soviet Republics on the western, European
border of the FSU. Here, a number of political, at times violent, crises occurred
following armed uprisings against the established communist leadership, with
cthnic groupings seeking to resurrect their competing claims for power and influ-
ence. Threats, or actual executions, of coups through armed gangs with opposing
political interests, at times with ethnic undertones, have continued to shape the
climate of post-Soviet developments. Accusations of vote-rigging and violence
through gunmen have undermined democratic credentials. In addition, territorial
uncertainties have added a sense of insecurity and threat, such as in the breakaway
regions of Abkhazia and South Ossetia in Georgia, and the territorial dispute
about Nagarno-Karabakh between Armenia and Azerbaijan. Russia claimed the
mantle of post-colonial arbiter between conflicting interests, although not without
its own political-strategic interests in maintaining influence. But despite struggling
with military conflicts, steep economic decline, political uncertainties and slow
democratisation, there is still a resolve to progress with economic reform, encour-
aged by the prospective wealth resulting from exploiting their natural resources for
international markets. Reforms have been pushed through, although at different
paces, facilitated by external (financial) support and the revenues from oil explor-
ation and export. The role of the respective political leaders (presidents) has been
mnstrumental in shaping the nature and progress of development. Thus, for instance,
Azerbaijan has embarked on more visible economic change towards marketisation
to appease and attract international finance.
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Central Asia (Kazakhstan, Uzbekistan, Kyrgyzstan,
Turkmenistan, Tajikistan)

Unprepared for the effectively ‘forced eviction’ from the Soviet Union’s political
and economic context, these comparatively poorest and economically most depen-
dent republics faced a particularly difficult transition period. This is largely marked
by generally slow progress towards market reform under continued control
through authoritarian leaderships. Turkmenistan and Tajikistan are being run,
effectively, as dictatorships, while Uzbekistan, although sharing an authoritarian
leadership, has embarked on economic change to secure future development.
There seems to be a widespread belief that strong leadership (or a ‘strongman’)
equals a strong state, but that need not be the case (Fish, 2001). Often, the state is
then reduced to effectively little more than an instrument of power for the ‘strong
man’ leader.

Central Asia was among the first places to witness outbreaks of ethnic unrest and
violence during the times of perestroika, reflecting a surfacing of underlying, sup-
pressed tensions, and disaffection with conditions established under Soviet control,
especially the lack of congruence between state territories and ethnic geographies.
Here, the multi-ethnic nature of the Soviet Union became a difficult legacy
for transition away from communist rule. This does not necessarily mean a shift
towards western-style democracy, although there are examples of competitive
politics and signs of democratisation in some countries, with Inner Mongolia being
one, albeit a seemingly unlikely, candidate. Situated in a virtual geopolitical no-
man’s land between the Russian and Chinese spheres of influence, it was able to
defy the regional trend of authoritarian leadership (ibid.). As also demonstrated in
the former Yugoslavia, the end of communism allowed ethnic tensions and gripes
to re-emerge, after the communist regime’s ‘lid’ on such pressures had been
removed through perestrotka and, later, the collapse of the Soviet state altogether.
With little or no experience of independent statehood, and with a sense of ‘having
been made independent’, rather than having actively gained independence, the
post-Soviet central Asian states have now embraced their independence from
Moscow, and begun to exploit their growing financial muscle through the now
possible export of petroleum under their own auspices. Financial independence has
raised their confidence and brought a more assertive position towards Russia.

But the ethnically diverse states have faced internal difficulties with ethnic regions
seeking to reclaim their own ethnic identities, and thus territorial-administrative
separateness. The result has been competing claims to state control and national
leadership. Independence from (European) Moscow’s control had become the
primary goal in the early 1990s, while democratisation was considered an optional
(western-borne) ‘Tuxury’, and thus was awarded lesser immediate concern. Indeed,
many of the incumbent regional communist leaders reinvented themselves as
nationalistic leaders, and held their grip on power. Evoking their achievement of
national independence and elaborating their fight against Soviet central control,
served as their legitimation to retain office. As a result, democratisation effectively
fell off the political radar screen, allowing the old communist guard to carry on,
albeit ‘relaunched’ under the mantle of nationalism (e.g. White et al., 1993).
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Apart from Tajikistan, the other four remaining central Asian republics have
largely succeeded in moving towards post-Soviet statechood without violence,
although the outcome seems to be a very clear drift towards formalised and
mstitutionalised authoritarianism, especially in Turkmenistan, Uzbekistan and,
increasingly, Kazakhstan. Presidential election outcomes of well in excess of 80 per
cent approval ratings, point to ‘controlled’ democracy familiar to other formal
democracies in Asia or Africa, for instance. There is also a shift in geographical-
political-cultural affinity, away from Moscow and its European outlook, towards
the Middle East and Asia on the back of a re-emerging Muslim identity, although
this is a nationally varied process.

New divisions and diversities at the local
(urban) scale

As can be generally observed throughout the other post-communist states, whether
in Central and Eastern Europe, the former Soviet Union, or China, the cities have
been the main arenas of change, showing the newly emerging socio-economic
differences in detail, and acting as the main foci of economic transaction between
the countries and the outside world. This applies, in particular, to the capital city as
the main switchboard of power and thus, at least initially, the most attractive place
for new inward investors and foreign visitors, not least because of its role as the
focus of public administration. The capitals benefit from inherited relatively better
living conditions from the communist period, when the main cities attracted most
new investment and allocation of resources through central planning.

Similar to other industrialising countries with quite considerable differences in
quality of life between city and region, the largest and economically most active
urban areas have attracted large numbers of the domestic population from the less
well-to-do rural and peripheral parts, in the search for better conditions. Thus,
the urban population increased from 17 to 70 per cent (Shaw, 1999) during the
communist industrialisation period, distributed among 168 cities with populations
exceeding 100,000 each, located mainly in the European part of Russia (ibid.). In
the immediate aftermath of the Soviet regime’s collapse, people left the cities as a
survival strategy, having lost their jobs, by going back to their roots in the rural
communities, at least for the time being.

As with most capital cities, their concentration of administrative and economic
opportunities and decision-making capacities has always been their main attrac-
tion, and this is especially so in the case of Moscow. Here, reflecting the typical
features of ‘transition’, the old spatial social-economic and political-administrative
arrangements have given way to new forms, which emerged concurrently with the
decline of the old ones. Physically, these changes became evident in a proliferation
of low-level locations in the form of kiosks and ad-hoc-built warehouse-style outlets
— a ‘capitalism without capital’. It was an immediate response to the collapse of the
existing state-managed distribution systems, and very much represented an imme-
diate self-help solution. Increasingly, however, these have been replaced by more
permanent, often internationally funded developments in strategically selected
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locations, and built with considerable capital investment. Since the late 1990s,
these also include more and more high-profile office developments, although their
success depends on the ‘right’ location. Indeed, there is evidence of ‘trendy’ office
blocks being abandoned unfinished as investment ruins (author’s own observation
in southern Moscow). This may be interpreted as the gradual displacement of the
‘economics of transition’ with ‘universal economic mechanisms and strategies with
global effects’ (Rudolph and Brade, 2003). The main arenas of these developments
and changes are the central business district and the pre-revolution residential
districts of central Moscow, as well as the newly developed locations on the peri-
phery along the orbital motorway — especially the junctions with the main arterial
roads into the city centre. Moscow’s attraction as the main and most diverse labour
market in the Soviet Union, as well as the source of many products and services
unavailable anywhere else in the Soviet Union during the communist period,
contributed to its steady growth and development pressure.

Not unlike their western European counterparts during the 1960s and 1970s,
city and regional planners sought to contain that growth and redistribute it to other
parts of the country. The restrictions include controlled residents’ permits — a
system also used in China, for instance (see Chapter 6) — making it difficult for
migrants from elsewhere within the country to settle within Moscow’s administra-
tive boundaries. Again as in China, this has set in train a rapid growth of other
settlements just outside Moscow’s administrative area, yet within easy commuting
distance (Rudolph and Brade, 2005). While this process has, effectively, been
carried over from the communist days, distinct processes of social polarisation are a
typical feature of post-Soviet times. As in many other post-communist capital cities
and, indeed, other large cities generally, considerable income inequalities emerged,
exacerbated by the much higher income levels achievable within the main cities,
and capital cities, in particular. In Riga, for instance, a western-owned up-market
department store, with western European price levels, sits within a few minutes’
walking distance of an open-air market, whose stalls offer counterfeit designer
ware, and home-produced goods at rock-bottom prices. The atmosphere there, as
experienced by the author, is decidedly rural and ‘Russian’, rather than cosmo-
politan. Such contrast corresponds with growing social segregation, resembled in
property prices and image, with property being the main vehicle of reproducing
social inequality in clearly visible physical differences across the former Soviet
Union. In the central Asian republics, such as Kazakhstan, ethnic factors overlay
this growing social segregation, spelling potential problems with rising tensions in
the future (Gentile, 2002).

In Moscow, an ‘elite living’ category has emerged in the property sector, referring
to pre-revolutionary period property in the prestigious central districts, but also
peripherally located ‘gated communities’ (Rudolph and Brade, 2005). The latter
are not entirely new phenomena, in principle, as the Soviet-era elite (nomenklatura)
also preferred physical separation from the rest (the Towlier’ parts) of society. Under
post-communism, merely the residents have changed. In contrast to its post-
communist counterparts, especially in the CEE countries, there has been no large-
scale suburbanisation. Too valuable is the status and privilege of being a Muscovite,
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erecting a strong psychological barrier to moving ‘out’ beyond the city limits.
Suburban development is driven by those who cannot obtain Moscow residency,
and need to reside outside the city limits as commuters, to work within the city

(ibid.).

Post-communist transition under post-Soviet
conditions: some concluding comments

Developments in the former Soviet Republics after their independence have shown
considerable variations in the ways in which they translated the propagated
‘Washington Consensus’, ‘one-size-fits-all’ path of post-communist transition into
reality. The three credos of liberalisation, marketisation and democratisation were
by no means the common outcome. Differences reached across the former Soviet
Union, varying from continued Soviet-style authoritarianism in all but name
(Belarus) to delayed grassroots pressure for democratisation (Ukraine). In addition,
there are strong issues of ethnic territoriality and competitiveness for power,
especially in the central Asian states. But what they all have in common, contrasting
the post-Soviet states with those of Central and Eastern Europe, is the top-down
initiated, elite-driven process of transformation, with little, if any active involvement
of ‘the people’. The end of the Soviet Union was, in effect, an inadvertent result of
‘tinkering’ with the main pillars of the Marxist-Leninist system, especially absolute
authority and control, a strong, closely interconnected bureaucracy (nomenklatura)
which identifies with the state, and adherence to dogma and ideology, even if to the
detriment of responsiveness to changing circumstances and policy challenges.

It is also interesting to note that, despite widespread disillusionment with the
everyday reality of Marxism—Leninism, there was no evidence of tentative
challenges to the system. The length of ideological ‘conditioning’ of the public,
some 30 years more than anywhere else, is seen as one of the main contributing
factors to the particular Soviet way of ending communism, and embarking on a
rather variable, winding road of change with no clear destination in sight. The
transition process itself has thus been rather protracted, often contradictory in
direction and destination, and challenged by strong elite interests, while the general
public was largely reduced to bystanders to these developments.

‘In Russia, the consequences of market transition have been especially destruc-
tive’, states Burawoy (2001, p. 288), when comparing developments in Russia with
those of the CEE countries. There are several reasons for these differences. For
one, some of the CEE countries had made tentative moves towards a lesser degree
of centralisation, and some minor injections of market elements into an increasingly
stagnant system, as early as the 1970s. Examples include Poland and Hungary.
Nevertheless, others, especially East Germany, sought to be a stalwart of Soviet-
style centralism and state control. In fact, several CEE countries had focused their
economic planning increasingly on fiscal aspects, and less on physical planning,
while allowing some limited marketisation in agriculture, trade and retail (e.g.
through farmers’ open-air markets, or permitted private business, if not employing
paid labour). In the FSU, no such modifications had been attempted until 1986,
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under perestroika, when it was effectively too late to rescue the system, and perestrotka
turned into a de facto ‘policy of self-destruction’ for the regime, as no new
system was put in place to take over from the dismantled old one (Lane, 1996,
p. 126).

Thus, there were quite different legacies in the FSU and the CEE countries when
the communist states disintegrated. While there were some with more recent
experiences of market elements in several of the CEE countries, most had at least a
recollection of pre-communist experiences of marketisation. No such experiences,
either recent or as living memory, existed in Russia or most other former Soviet
states. As a result, ‘when the party-state disintegrated in Hungary and Poland, it
revealed a flourishing entrepreneurial economy, whereas in Russia it augmented
the power of the large monopolistic conglomerates that continue to dominate the
economy’, personified through the rise of the oligarchs (Burawoy, 1994, p. 289).
These differences in ‘helpful’ legacies for post-communist marketisation and demo-
cratisation influenced the choice of transformation strategies. Russia’s relative
backwardness in moderating the state-planned system meant that it had the biggest
step to make to establish a liberal market economy as the pronounced goal, while
others, like the CEE countries, could ‘get by’ with more modest steps. They had at
least some limited elements of entrepreneurial thinking to refer back to. And where
a more (too) radical approach was taken, such as in Poland, the next elections
brought back more socially oriented, ‘soft transition’ minded governments.

Given the developmental gap, it was not entirely surprising, therefore, that the
Russian leaders were gripped by something of a panic not to ‘miss the boat’ and fall
hopelessly behind. The plan of Shatalin, the Russian economist and minister, to
reach a market economy in a mere 500 days illustrates this somewhat panicky
approach. The outcome was a form of administrative anarchy, as the changes
overwhelmed the existing capacity of the administration. This undermined the
credibility of the state’s policies and, especially, the legal framework, causing
foreign direct investment to take a step back and ‘wait and see’. Free markets alone
do notseem to be sufficient for attracting FDI (Daniel and Reid, 1998). The contrast
with China’s approach of maintaining the political-administrative structure while
introducing market reforms could not be stronger. There, the state drives the
economic development process, whereas in Russia, in a rather ill-conceived love
affair with liberalism, the state largely withdrew from the economic arena, leaving
it to the vagaries of market forces. However, rather than encouraging the market to
swing into action, no longer constrained by state intervention, it caused a sense
of insecurity and power vacuum, which constrained effective market operation.
Burawoy (1994, p. 289) thus contrasts ‘Russia’s involuntary transition without
transformation’ with China’s ‘developmental transformation (but) without a transi-
tion to a market society’ (see also Chapter 6). It is the notion of sociely that matters
here in particular — society as a shared, communitarian construct, embedding the
individual into a wider social context of shared values, ambitions and aspirations.

Itishere, as Brudny (1997) points out, that Russia’s adoption of a full-blown neo-
liberal market approach differs most significantly from the way marketisation was
adopted in the CEE states. There, it went alongside the construction and new
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imagination of national identity, autonomy and (generally) re-empowered nation-
hood after the withdrawal of Soviet hegemony. Marketisation, and its uneven
distribution of financial rewards, were thus presented, and perceived, as part of
the price for gaining independence. Thus, despite the new inequalities, newly
reinforced national consciousness and identity maintained a sense of ‘us’, including
state and society, embarking on a joint journey into a self-determined future.

And it is here that the experiences of Russia and the other post-Soviet states
differ. In Russia, in particular, the collapse of the Soviet Union resulted in at least
mixed feelings — a new, if somewhat distant, sense of strengthened Russian
autonomy and ‘self’, mixed with a sense of relief from the burden of dependent
republics, but also with a sense of loss — loss of an empire, and the associated
political stature and authority in the world. There was no clearly developed sense
of nationhood and identity as ‘glue’ to keep an increasingly more differentiated
and unequal society together. Without such common underpinnings, neo-liberal
markets could reduce society to an unconnected pool of individuals — the end of
society in the conventional sense, which Margaret Thatcher, a most ardent force
of neo-liberalism, publicly envisaged as the way forward.

In Russia, in contrast to the CEE states, the notion of democratisation has been
associated with much more mixed sentiments and experiences. Not having been
out in the streets to claim it in the first place, had given the essentially politically
driven ‘arrival’ of democracy somewhat different values already. Combined with a
sense of the loss of an empire, and an unclear notion of a new (lesser?) Russian
statchood and identity, the process of marketisation, especially privatisation,
became a more separate process in its own right. The massive inequalities resulting
from the particular process of elite-centred privatisation missed the ‘cushion’ of
national resolve and strengthening observed in the CEE countries. Instead, a
growing sense of ‘them’ and ‘us’ — those that, often ostentatiously, benefit from the
changes, and those that do not — has emerged, undermining the development of a
broad support base for democratic principles and a willingness to engage.

‘Adoption of a democratic conception of membership, identity and boundaries
of the nation is, therefore, as crucial to democratic consolidation as the formation of
amarket economy and the creation of a multi-party system ... This issue, however,
was the Achilles heel of the Russian democratic movement’ (Brudny, 1997, p. 312).
Much of it was dominated by political and personal power struggles, such as
between Yeltsin and Gorbachev, or the different political groupings seeking to
attract the Russian president’s following. It is the nature and quality of the political
leadership that matters too, therefore, to take ‘transition’ beyond ‘economic transi-
tion’ (Dabrowski and Antczak, 1997). But the predominant focus has clearly been
economic, leaving other issues like ethnic minorities, the position of Russians in the
former republics, and the impact of the lost superpower status largely unaddressed,
although they clearly matter to the individual.

The result has been a (continued) sense of separation between people’s needs,
concerns, and interests, and those propagated and pursued by the political elite ‘up
there’. It is not surprising, therefore, that public interest in participating in political
processes and decision-making is rather limited. Democracy, and with it, the
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experience of transformation, has not generated the galvanising and engaging
impact of a reinforced national identity, and the experience of a common resolve
and destiny, despite all the obvious differences in transition outcomes for the
individual. The recent, quite unexpected outburst of a grassroots democratic
movement in Ukraine, and its impact on national politics, has highlighted the
importance of a sense of nationhood and nation-based commonality for ‘genuine’
democratisation as a transition outcome, beyond the predominance of liberalisa-
tion as the paramount goal.
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‘DUAL TRACK”
TRANSFORMATION IN CHINA

Gradual marketisation and political status quo

Introduction: Maoism and market

China’s spectacular changes in its global economic presence over the last ten years
have attracted much attention to the fundamental policy changes behind this
phenomenon. These have transformed China from a closed country, separated
from the global economic (and political) community, with images of Mao’s army of
uniformed peasants in communes dominating the public images in the West. Since
the 1980s, however, China has increasingly opened its borders, albeit geographically
selectively, and embraced western culture and, especially, capital. The repatriation
of the symbol of successful free trade, Hong Kong, in 1997, and its continued
existence as a clearly separate entity and political-economic system, highlights
China’s attempt at maintaining a balance between the communist ‘old’ and
embracing, albeit carefully, the capitalist ‘new’. It is this strategy of riding two
horses simultaneously that has, over the last 20 or so years, characterised China’s
post-Maoist (economic) transformation. The underlying new policy has sought
to carefully introduce marketisation, while maintaining strict political control of
a one-party state, including the rhetoric of communist values of Mao Zedong
Thought and its political morals.

China is thus a very particular case of ‘post-communist’ transition, as this chapter
sets out to demonstrate. Its experience is certainly different from that of the CEE
countries and the former Soviet Union (Pei, 1994), and questions may be raised as
to what extent China i actually ‘post-communist’. The recent reaffirmation by
China’s still quite new president, Hu Jiantao, of the continued validity of communist
values, and the need for party cadres to be re-educated in Mao Zedong Thought
and Marxism—Leninism (Eimer, 2005), rather than engaging in all-out capitalism,
highlights the somewhat contradictory reform agenda. On the one hand, China
shares features with other ‘managed transitions’, such as most former Soviet
republics and, indeed, Cuba (which, very tentatively, secks to follow in China’s
footsteps) in its attempts to move the economy away from communist doctrine and
‘the plan’, while on the other it retains the principles and rhetoric of a one-party
state under the rule of the Communist Party. In this way, it is essentially a divided
transition, seeking to separate economic and political-governmental spheres,
encouraging market forces and entrepreneurial ambition at both individual and
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corporate (public and private) level. At the same time, the leadership seeks to muffle
any signs of independent political ambitions and developments and thus evidence
of an emerging politically articulate civil society. This ‘dual track’ approach is so
fascinating because of its inherent contradictions, as well as challenges to the widely
held paradigm of post-communist transition following automatically the rules of
the Washington Consensus (see Chapter 3). China seems to demonstrate that
democratisation and marketisation are not necessarily two sides of the same coin.

China’s approach to reforming a centrally planned economy has so far been
very successful in terms of overall national output and revenue, being able to avoid
the economic contraction associated with such swift and fundamental systemic
restructuring as attempted elsewhere. Yet, despite the headline-raising economic
success story, there have been considerable social costs, especially strong geographic
variations between the ‘winners’ and the ‘losers’ of this transition, and new societal
stratifications. It is this ever bigger inequality that concerns the Chinese leadership
for fear of possible uprisings. Being seen to be in control is thus an important part of
maintaining power for the Party (Eimer, 2005). The psychological pressures
associated with the need to be seen to be successful in the competitive marketplace
has in China also had clear social costs: some 3.5 million people a year attempt
suicide in China for that reason, with 250,000 succeeding. The casualty rate is
highest among men in the 20—-35-year age group, that is those who grew up under
the new dual system and now find themselves literally in a divided, almost
schizophrenic world (ibid.). Inevitably, such signs of desperation and anxiety raise
questions about the sustainability of the changes with all their inherent inequality.
Itis the increasingly evident exclusion of a large part of the population from gaining
a ‘fair’ share of their country’s economic success that causes concern among the
Chinese leadership who fear possible Ukraine-style popular challenges to their
political hegemony.

China’s ‘post-communist’ economy: combining
‘conventional’ development policy and
Mao Zedong Thought

China and the FSU embarked on very different routes to tackling the increasingly
evident economic problems of their centralised planned economies. Essentially,
China has sought to graft the ‘market’ on to the existing system as economic driver,
while retaining most other aspects of the communist one-party state. By contrast,
the former Soviet Union abandoned the old system altogether and sought to build
up both a market economy and a democratically organised state. Attempted con-
tinuity thus contrasts with deep discontinuity, pitching economic growth against
immediate economic collapse with subsequently only slow recovery. Against
this backdrop, several key differences become apparent in the two largest (ex-)
communist countries that circumscribe today’s scope for development (see also Pei,
1994; Sachs and Woo, 2001).

First, the two countries entered their economic reform programmes with very
different legacies of economic development. China’s level of industrialisation was
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much lower than that of the former SU, reflecting the structural characteristics of a
developing rather than an industrialised country. The legacy of Stalin’s near
obsession with industrialising the Soviet Union as much as possible was largely
responsible for this difference. This also translated into the greater availability of
surplus rural labour in China. Both countries had in common a deliberate, ideo-
logically driven absence of foreign investment and thus a reliance on the agricultural
sector financing industrialisation. The net effect of China’s lower degree of ‘old
industrialisation’ was a blessing in disguise, as the inevitable structural adjustments
following liberalisation meant that there was less of ‘old industry’, usually in the
form of large state-owned industrial plants, to become redundant. This meant less
‘baggage’ to carry over into the new market-led economic system.

Second, demographically, China has a much greater ethnic homogeneity than
the former Soviet Union, resulting in less tension and competitiveness between
central and regional powers. The lower degree of urbanisation, but higher literacy
rates, potentially favours a more dispersed response to economic opportunities
than the much more urbanised situation of the Soviet Union — again, a result of
deliberate development policies under Stalinist communism. In Russia, some
three-quarters of the population live in areas defined as “‘urban’, while in China it is
less than one-fifth (Sachs and Woo, 2001). From a marketing point of view, this is a
disadvantage, as supplying a more dispersed population is more resource-intensive.
Also, in terms of finding a broader, more diverse labour pool, a higher share of
concentrated urban population is generally considered an advantage, in particular
for more specialised economic activities. For more basic, low-skill activities,
however, as associated with initial phases of development, that may not be so
problematic. Chinese entreprencurship has reflected this dispersed structure with
smaller-scale production facilities and equally dispersed entrepreneurialism.

Third, the sequence of ‘transition’ is the inverse of that in the former Soviet
Union, with reforming economic conditions first, while maintaining Marxist—
Leninist principles for the political arena until further notice. In the FSU and,
especially, Russia, political change came first, introducing new post-communist
political mechanisms, while economic transition towards market principles followed
later, driven by the new political leadership (see Chapter 5).

The fourth important difference in circumstances was the immediacy of the
‘revolutionary ideal’: China was ruled by first-generation revolutionaries (Mao
Zedong, Deng Xiaopeng) until very recently, while in the FSU it was the fourth
generation (Mikhail Gorbachev) under whose auspices communism ran its course.

Yet, despite these differences, there were important, fundamental commonali-
ties of the two countries’ communist era, in particular the institutional-political
structures of a single-party state, centrally planned economies and a rhetorically
and practically dominant Marxist-Leninist ideology. But central planning in
China was never as fully developed and all-embracing as under the Soviet regime.
The Chinese system controlled a mere 1,200 commodities, while the Soviet central
plan had more than 25 million commodities (Sachs and Woo, 2001). In a way,
China benefited here from the ‘advantage of backwardness’ in turning ideology
into reality.
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Another important factor in carving out China’s way of reform has been contacts
with the many expatriate Chinese, as well as the proximity to Hong Kong and the
booming Asian markets. The Special Economic Zones in South China were
deliberately planned as competition to Hong Kong, and thus they attracted large
amounts of low-end manufacturing activity, helped by a common language among
China, Taiwan and Hong Kong. In its essence, the Chinese development model
follows that of the newly industrialising countries of Southeast Asia, such as South
Korea, Singapore and Malaysia. Their evident success as the ‘Asian Tigers’,
together with a culturally greater proximity and familiarity than exists with the
Soviet Union, encouraged the Chinese leadership to seck inspiration from there,
rather than from Moscow. A similar situation applies in Vietnam, which, under its
reform process of renovation, or Do: Mo: (Thayer, 1992) during the later 1980s,
focused entirely on the economic part of the equation, while ignoring the political
context, as if it ‘developed in a vacuum’ (Kolko, 1995, p. 29). This has been the case
especially since the reform policies in the former Soviet Union under Gorbachev’s
leadership in the late 1980s, seen with displeasure in Beijing. Believing that Moscow
was on the wrong track with those reforms, the authoritarian developmental models
in the East Asian states offered a much more familiar and acceptable alternative.
They gave a more positive, hopeful role model for China’s leadership and its
ambition to retain political control while pushing the economy forward.

China’s relatively more successful transformation is seen as casting some doubt
over the wisdom of the Washington Consensus. Does perhaps the Chinese model
offer a superior approach, thus challenging the initial capitalist triumphalism
displayed early in the 1990s (Wiles, 1995)? The CEE countries and the former
Soviet Union experienced a recessionary economic transformation, with an L-
curve shaped development of rapid and deep decline first and then only slow
recovery. China’s transition is thus seen primarily in its economic dimension,
particularly now, with its growing pressure on western producers bringing its
economic model to widespread publicity. Much of the literature and discussion on
transition in China, and its performance in relation to other post-communist
economies, has concentrated on economic indicators, without much consideration
of other, ‘social’ factors and costs (see also Sachs and Woo, 2001).

Comparisons between the Chinese and FSU’s paths of post-communist transition
offer a particularly interesting dimension, as they sit (or did at least in the mid-
1990s) more or less at the opposite ends of the different modes of post-communist
change. Pei (1994), for instance, points to the different degrees of economic
development and the underlying structures, especially the degree of centralisation
and thus inherent scope for entrepreneurial decision-making, but also the degree of
social protectionism. The Chinese system, especially for the large rural population,
provided only minimal social security, much less than their Soviet counterparts
received. They thus had to be inherently more innovative and self-reliant. Both
factors mattered in shaping mindsets and attitudes towards the loss of state pro-
visions and exposure to competitive market forces (see e.g. Chen, et al., 1992; Gelb
et al., 1993). The growth of China’s economy, despite ongoing changes to its
governance, is a unique factor among the countries embarking on post-communist
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economic reform. Pei (1994, p. 3) points out the strict adherence to the principle of
‘the dual process of democratization and marketization’ In China, while these
processes have been advocated and pursued as two sides of the same coin, they are
treated as strictly separate, allowing a market economy to sit alongside Marxist—
Leninist ideology. Outside the immediate Chinese geopolitical sphere of influence,
which comprises Laos, Vietnam and Cambodia, Cuba is the only other country
where the communist regime seeks to maintain control while, albeit gradually,
allowing marketisation, if not democratisation. Economic necessity, and evidence of
popular dissatisfaction, not an ideological sea change, account for the ‘softening’ of
the Marxist-Leninist stance in both China (Zhang, 2000) and Cuba (see Chapter 8).

The particular communistlegacy of Maoism: a
rurally based communist development model

Rooted in a rural, agricultural tradition, the key features of Mao’s regime were, as
in Stalin’s Soviet Union, the claim to total control of state and society and thus the
repression of civil society and any political debate other than reciting officially
sanctioned statements. Several means of coercion were used, including the work
units (rural collectives or urban factory compounds), political campaigns and public
events (including show trials), and, as elsewhere under Soviet-inspired commu-
nism, surveillance and informants within society. But the main concern of Mao’s
ideology was to bring people to aspire to a better society and, in the process, become
‘better’ people themselves. The emphasis was thus on an active contribution to
building a new society through one’s own life. In this, Maoism differs significantly
from Stalinism, where the population was reduced to the passive role of being
objects of total control by the state (party). Instead, they were to take a more
proactive attitude. As a result, a key element of a functioning market system,
personal ambition, was readily available when economic reforms began with the
end of Mao’s rule in the mid 1970s. The Chinese population was thus a more
fertile seedbed for the installation and operation of market forces than its Soviet
counterpart.

The Chinese system became less obsessed than Stalinism with total planning and
central control of all aspects of public life and allowed elements of decentralised
economic decision-making and local governance. Some small and local businesses
were permitted, many based in villages and part of the rural economy (Dacosta and
Carroll, 2001). This relative decentralisation of economic planning and decision-
making generated regional variations and economic development by reinforcing
variations in institutional ability and resources. It had also become apparent by the
late 1950s that the Soviet economic model was delivering only mixed results.

At the end of the Maoist period, China was a mosaic of more and less developed
areas, with a largely disillusioned and pragmatic population, especially after the
difficult experience of the Cultural Revolution (1966-75) and its ill-fated attempt at
reinvigorating revolutionary, that is ‘anti-bourgeois’, zeal and political societal
awareness of the ‘correct path’ of development. It was against this experience that
the reform course emerged through the new, pragmatic political leadership of
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Deng Xiaoping. His focus was less on ideology and ‘the promised land’, than on de
Jacto socialism on the ground as experienced by the people.

The immediately implemented changes introduced greater economic freedoms
and autonomy for producers in all sectors, including the permission of a parallel
economy with market principles for products ‘surplus’ to the planned (prescribed)
output. Furthermore, the doctrine of self-financing modernisation was abandoned
and foreign capital invited, if initially only in clearly defined ‘special economic
zones’ as test cases. Overall, there was a shift away from a planned economy towards
a state-controlled (managed) market economy. Pragmatism prevailed (Gray and
White, 1982).

The result of the reforms of 1978 was the reinvigorated economic and, by exten-
sion, political life of a stagnant regime. An integral part of the new strategy was a
dual approach of facilitating the development of large enterprises while also
encouraging small unit production. This is known as ‘walking on two legs’ (Saich,
2001, p. 37), and provided an important skill resource during marketisation of the
rural economy during the 1980s.

The Cultural Revolution’s legacy includes a general distrust of the political
machinery and a low political interest of the people in state affairs. This, to some
extent, let the leadership ‘get away with’ its dual track approach of reform, allowing
consumption and market forces, while retaining the socialist rhetoric. In a way, the
experimentation with reforms and marketisation may be argued to be the logical
extension of Mao’s variable understanding of socialism as a transitional mode
between capitalism and communism, experimental and flexible by nature, requiring
contradictions in policies and, at times, also voltes-faces (see also ibid., p. 47). Viewed
in this context, the reform process of post 1978 does not at all mark a seismic shift in
policies, but rather a logical extension, another phase in the evolutionary process of
seeking to develop a socialist state and society.

Transition Chinese-style: marketisation without
democratisation — the strategy of ‘market
authoritarianism’

It was the continued balancing between ‘market’ (i.e. the reformers) and ‘plan’,
favoured by traditionalists seeking to maintain maximum control for the Party, that
embodied the unique feature of the Chinese model of post-communist transfor-
mation. The zigzag course in reform policies reflects the negotiated relationship
between two roughly evenly influential elites, where neither is in a position to see
through its policies without challenges (see Chapter 3). The oscillating policies of
reform and reaffirmation of Maoist ideology reflect an inherent nervousness,
especially since the events in the Soviet Union of 1991, about losing control in a
self-propelling reform process. But overall, the reformists could push their agenda
through.

Reformers pursued partial or dual track reforms largely out of political
necessity, and endeavoured to constantly expand the market segment of
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the dual-track system. Without such a market-oriented commitment at
the highest level of Chinese decision-making, it is scarcely conceivable
that the market force could have expanded so fast and have been sustained
for so long.

(Zhang, 2000, p. 34)

Market orientation had become the main paradigm, but it was ‘orientation’, not ad
hoc introduction  replacement of the previous system. The ideological battle was
between ‘more of the same’ (planning), albeit more effective, and ‘something new’,
albeit carefully edged in.

The leadership had realised, supported by academic research, that there was no
‘best practice’ or blueprint answer, waiting to be copied and delivering positive
results immediately. The difficulties with modernising planned economies through
the limited, somewhat half-hearted introduction of market elements had become
evident from experiences in Yugoslavia, exploiting its arms-length relationship
with Moscow under Tito’s leadership, and Hungary’s attempts at opening up its
economy in the 1980s. Both countries’ leaders sought to maintain the principles of
state planning, but with a dose of ‘market’ added to overcome bureaucratic inertia.
In the end, however, this proved too little too late, and the lack of time for slow
reform was recognised by Chinese leaders (Zhang, 2000, p. 37) who thus adopted a
more determinedly market-driven approach.

The Chinese approach to transition has thus been gradual, experimental
and, most importantly, localised. This small-scale and ‘messy’ approach contrasts
fundamentally with the (externally prepared) ‘designer approach of Russia and
eastern Europe’ (Chen, 1993, p. 139).

Akey element in the marketisation strategy was the devolution of responsibility
to the local level of administration and even further than that, to individual families
or production units. Utilising elements of a latent local sense of economic
responsibility, mainly at commune level, which had been permitted by limited
decentralisation for small economic projects, provided a fertile ground for more
locally administered economic initiatives. From central government’s point of
view, this devolving of responsibilities meant also a safeguard against having to
shoulder responsibility for ‘things going wrong’. The devolution of responsibility,
and blame, has changed the role of the local administration and encouraged a
more entrepreneurial spirit. Yet, it also reinforced underlying differences in
opportunities, personal capabilities and the institutional capacities of the different
localities and their administrations. Differences have been further magnified by the
second main policy plank of allowing some to get rich first, be they individuals,
localities or regions. This encouraged entrepreneurialism, enterprise and ingenuity
but, not surprisingly, the outcome has been a reinforcement of underlying
inequalities — intra-urban, inter-urban, intra-rural and between regions. Urban—
rural inequalities, in particular, continued to grow, albeit steadily, leaving enclaves
of poverty between the successful areas (Khan and Riskin, 2000). The reduction of
the inter-regional equalisation scheme between 1978 and 1994 exacerbated this
unevenness, so that the Shanghai region, China’s most prosperous, contributed

145



‘DUAL TRACK’ TRANSFORMATION IN CHINA

about 8 per cent of its revenue to the central budget in 1993, whereas it was about
a quarter in the preceding years, and the net contribution by the newly rich
Guangdong province was only 0.4 per cent of GDP (ibid). Ultimately, however, the
central state holds all the leads, especially financial (ibid.), although a link between
economic success and financial reward has been established for the relevant
territory.

The new emphasis on autonomous economic management and entrepren-
curialism by sub-national governments sits somewhat uneasily with the legacy of
the communist-era state structure and administrative practices (Blecher, 2003),
especially of the hierarchical, top-down form of implementing policy reform. These
arrangements are capable of offering no more than a rather weak institutional
framework for effective, supportive governance, which is needed for successful
market-driven economic development. Without administrative-governmental
reform, actually existing structures ‘on the ground’ may, if perceived to be very
different from promised realities, undermine entrepreneurialism.

Special feature of China’s transition

So what, then, makes China’s transition so special? A particular feature of the
Chinese (economic) reform programme is the tentative, trial-and-error approach
and the avoidance of adopting any ‘good practice’ from western institutions. And a
key feature of this approach is, as Zhang (2000) points out, a sequence of ‘soft’ and
‘hard’ reform initiatives. The former may be seen as preparing the ground for the
latter, attempting merely some lesser medications to existing structures and ways of
doing things. If they proved useful, leading to expected results (economic improve-
ments), then larger-scale initiatives with more fundamental changes would follow.
A good example of this ‘kite-flying” approach is the establishment of the Special
Economic Zones at the end of the 1970s as strictly guarded test beds for the reform
programme towards marketisation. Only when this proved beneficial was the
reform rolled out to more areas, and the basic principles of market-driven econ-
omics extended across China.

‘Soft’ reforms, that is gradual reforms of familiar features, included administra-
tive and fiscal decentralisation, as there had been earlier attempts under Maoism to
move in that direction. According to Zhang (2000, p. 43), ‘soft reforms are essen-
tially growth-oriented, but they involve elements of transition. While hard reforms
tend to cut deeper (see ‘shock therapy’ discussed in Chapter 3, for instance; also
Kolodko, 2000a) into the old system and are therefore more transition-oriented,
they may also bring about desired development.’ In many instances, soft reforms
preceded and prepared the way for hard reforms. Essentially, soft reforms seek to
not rock the boat too much and maintain the political order, with the state retaining
ultimate control of the economy, albeit at arm’s length.

Inevitably, as these reforms are a compromise solution, they cannot offer the
highest efficiency in pure market terms, but a rushed, immediate adoption of
market principles may just as easily lead to sub-optimal allocation of resources. By
the same token, the political ‘wobbles’ among the leadership during the 1980s and
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1990s created an atmosphere of uncertainty and were counterproductive to the
efforts of stimulating inward investment and thus economic growth. As a conse-
quence, they found themselves under increasing pressure to implement further-
reaching, fundamental ‘hard’ reforms. But policy objectives also changed over time
and, therefore, keeping options open was important to allow changes in response to
‘learning on the job’. Thus, at the beginning of the reform process, there was no
questioning the feasibility, or desirability, of the command economic system per se,
but merely its implementation ‘on the ground’. This meant especially the lack of
incentives to increase productivity and to ‘try harder’. If that was improved, so the
rationale went, the system overall would improve and thus remain stable. The
economic difficulties were thus not seen as system-inherent. Instead, attention was
focused on modifying the operation of the system at the micro level, rather than
changing its basic principles — but response to the initiatives was, not entirely
unexpectedly, varied.

The resulting gradual development, carefully edging forward and constantly
seeking feed-back from the results of earlier decisions, was possible because there
was no public pressure to change the political and economic system together, unlike
in eastern Europe and the FSU. Instead, as also now tried in Cuba, the basic
ideological principles of authoritarianism are to stay in place, albeit in modified
form, to accommodate the changes towards a market economy as the essential
pillar for the further maintenance of the system. The question, therefore, is how far
can/will these changes to the governmental administrative system go, before there
is a threat to the very principle of the one-party state and the hegemony of the
Communist Party?

It is here that the biggest and most important difference lies, compared with
castern Europe and the former SU states. ‘Radical transitions in Eastern Europe
and Russia are in part driven by their explicit political objectives to eliminate the
legacy of Communism. In fact, shock therapy and mass privatization have actually
been built into some political programmes’ (Zhang, 2000, p. 52). The political
system per se needed to be seen to be subject to change, and this as quickly as
possible. ‘Fiddling on the edges’ was no longer a feasible option as soon as people
realised the scope of getting rid of the system for good. Adopting neo-liberalism and
neo-classical (New Right) economics had gained support so quickly, because these
principles represented the antidote to the Soviet-imposed communist system
and thus a maximum shift away from it. In China, such systemic change is not
wanted by the political elite, and economic policies seek to maintain the political-
administrative status quo, while offering some modification to the economic arena
as a ‘safety valve’.

In China, as in Cuba and Africa, the communist movement was home-grown (if
Soviet inspired), and had been instrumental in overcoming colonial occupation.
The system thus had much greater inherent legitimacy and acceptability as part of
an indigenous revolutionary liberation movement than in eastern Europe and the
former Soviet states outside Russia. There, communist rule was associated with the
opposite experience: occupation and external control through a foreign force. It is
here that Cuba’s and China’s systems share common features, helping to explain
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their continued grip on power, if only on the political and no longer economic
side. Effectively, in China, continued political control has been bought off with
marketisation and much-enhanced consumption for the average Chinese who thus
feels improvements, albeit to varying degree, in living conditions. ‘In short, what
China has experienced is a dynamic gradual reform of the existing institutions, not a
revolution as in Eastern Europe and Russia’ (ibid., p. 53).

The continuing balancing act between market and state control has brought an
inherent dynamism to the gradualist approach, with variations over time in res-
ponse to (unexpected) developments and a political struggle between modernisers
and those seeking to maintain the status quo. The subsequent repeated changes, at
times U-turns, in policy are an indication of the uncertainty of how best to go about
‘moving towards’ a market economy. The result has been a China-specific com-
bination, re-interpretation and amalgamation of many different economic develop-
ment measures adopted from elsewhere and then adapted to their own agenda.

Following China’s long isolation from global markets and economic processes,
there was a general lack of experience with market forces. But:

the experimental approach, with the more successful sectors or regions
setting an example for others [and thus serving as support for arguments
in favour of more marketisation], helped reformers to gradually develop
their experience and expertise in reform and avoid the risk [political] of
large-scale paralysing failures. It has gradually increased the reform pro-
grammes’ acceptability to a larger population.

(ibid., p. 52)

However, the absence of a ‘shock’ to the political-economic system of governance
allowed inefficiencies through mismatches between new and old ways of doing
things (Lin 2004). Despite these essential differences in the smoothness of change,
all post-communist countries share the considerable challenges of newly emerging
inequalities in economic opportunities at all spatial levels, sub-local to inter-
national. In the Chinese case, such inequalities were initially wanted and accepted
as part of the so-called ladder-step approach. This encourages the coastal regions to
forge ahead with their development, hoping that growth will eventually extend to
the remoter, western regions (Lin ef al., 2003). Increasingly, however, the leader-
ship 1s becoming concerned about the much wider than anticipated cleavage
between the ‘haves’ and ‘have-nots’ and the resulting potential dangers to the
stability of the political system per se.

The outcomes of reforms: curses and blessings of a
two-speed economic miracle

In the mid-1990s, the income differential between coastal and inland provinces was
1:15, and more than 90 per cent of FDI was concentrated in the southern and
eastern coastal provinces (Ho and Lin, 2003). Social divisions are illustrated by the
fact that some 3 per cent of the population hold savings equal to the entire savings
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of 800 million peasants (ibid.). Much of this inequality is a direct result of govern-
ment policy, especially the designation of areas with special tax status and other
support. The special conditions for cities include the four SEZs (Shenzhen, Zhuhai,
Shantou, Xiamen) of 1980, and the 14 ‘open coastal cities” of 1984. In addition,
there are ‘free trade zones’ in coastal cities (1993), ‘open border cities’ and ‘open
free trade zones’. All of these policies included tax incentives and reduced bureau-
cracy to attract international capital. Because of the uneven (and sparse) distri-
bution of urban centres across the country, and therefore their disproportionate
economic impact on the regions, any change in the urban—rural disparity translates
immediately into regional inequality (Wu, 1987). Initially, the government’s expec-
tation was that a trickle-down effect would disperse economic growth to the less
advantageous areas, but this has happened only to a very limited extent. Instead, a
growing divide between the ‘winners’ and the ‘losers’ of this reform process has
emerged (Wei, 1999). But even within the generally less advantaged rural areas
there are local variations between individual communities, that is those with
successful community-owned enterprises, serving as ‘extended workbenches’ for
outside investors, and those with less such activity (Shen, 1998).

For some regions, such as the northeastern part of China and the Sichuan
region, the changes have even meant a reversal in fortunes. Favoured under Maoist
industrialisation policies, these heavy-industry areas have become the rust belt of
today’s economic development. By contrast, regions largely peripheral under the
communist planned economic development strategy, such as southern Guangdong
region, have become the wealthiest within China (Saich, 2001). The resultis a very
different experience with the reform process, pitching insecurity about job losses
and future prospects against evident westernisation and seemingly continuous
growth. ‘For many, reforms have meant bewildering choices, loss of security, rising
crime and declining personal safety’ (ibid., p. 16), and may require them to migrate
to new, unknown, urban places in the coastal provinces.

Inequality per se is nothing new, reflecting considerable geographic variations in
resources and comparative advantages, and having been quite pronounced under
communism, too. What makes the changes more fundamental and disruptive is the
inverse allocation of relative economic advantages. This meant a falling from grace
of the interior and northeastern provinces as the old centres of centrally planned
and strategically located (away from potentially invaded coasts) heavy industry.
Under market conditions, the underlying lack of genuine comparative advantages
has been ruthlessly revealed, evident from factory closures, neglect and uncertain
future prospects. In contrast, the previously neglected urban trading centres along
the coast, vilified by communist rhetoric as ‘decadent’ and ‘imperial’, have become
(again) the main centres of new growth and internationalisation. But even under
the redistributive planned economy, the inherent advantages of the coastal cities
prevailed, continuing to widen the gap with the other provinces’ economic condi-
tions, as cities were turned into industrial rather than administrative and consump-
tive, places. Also, engrained statist administrative practices and corruption have
added to the reinforcement of underlying inequalities (Gong and Li, 2003; Lewis
and Litai, 2003).
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Table 6.1 Uneven economic development across China’s economic (development) regions
(GDP per capita in yuan/head)

Year China (all) Western Central Coastal

Urban  Rural Urban  Rural Urban  Rural Urban  Rural

1978 811 285 738 259 768 261 876 321
1984 1155 646 1086 500 995 620 1311 759
1995 2158 909 1978 585 1817 777 2552 1232
1978-95

annual change 59%  6.6% 5.7% 5.0% 12.7% 6.7% 12.7% 6.6%

Source: Yao et al., 2005

Social change: social stratification — the emergence of
anew entrepreneurial middle class

The changing policies not only defined a new geography of opportunities, but also
considerable social changes. A growing shift from cradle-to-grave state provisions
and the guarantee of the Iron Rice Bowl as proverbial symbol of guaranteed
nourishment, to limited-term contracts and lesser job security changed the social
outlook for many Chinese workers, and certainly reinforced differences in oppor-
tunities. Particularly for those working in the old industrial state firms, conditions
deteriorated markedly, contrasting with the new riches found by entrepreneurs and
employees in new ‘trendy’, western-style businesses in the big metropolitan areas.
The result was a clear stratification of society into ‘winners’ and ‘losers’ from reform
(on new urban poverty, see Wu, 2004). The new inequalities are reflected in the fact
that in 1995, the top 10 per cent of the urban population earned 27 per cent of all
income earned, and the bottom 10 per cent only 3 per cent (Démurger ez al., 2002).
This social stratification, however, is not merely an inevitable, incidental outcome
of marketisation and liberalisation; societal diversity is now explicitly permitted,
even welcome, as a stimulus to personal competitiveness and raised ambitions. In a
way, it connects with the Maoist believe in personal motivation and striving for
betterment, albeit now for economic, rather than idealistic gain. This ambitional
aspect of Maoism marked a key difference from the communist system of the Soviet
kind, a difference that carried over to the post-communist economic system, and
laid the basis for the acceptance of competitiveness and ‘striving’ among the
population, and in business and administration. But social differentiation is not
entirely an exclusive responsibility of the ‘market’. Thus, for instance, back in the
1970s, unemployed urban dwellers were encouraged by the state to become self-
employed, leading to an explosion in the number of small businesses, so-called
‘getibu’ (also in rural areas). By 1986, there were some 5 million such small
businesses in urban and rural areas (Chen, 1993, p. 146), and in 2000 this number
had more than quadrupled for the urban areas alone (Démurger et al., 2002).
These small businesses form an important bedrock of a newly developing
entrepreneurial middle class. Some of them managed to ‘upscale’ by successfully
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engaging with the privatisation process, resulting in a number of new business
tycoons with considerable financial means. Most new entrepreneurs, however,
operate at more modest scales. Their successful engagement with market con-
ditions has widened the gap in economic performance and wage levels to the
conventional state-owned (usually large) businesses. This compares with the
situation in other, non-socialist developmentalist-authoritarian Asian countries
with their mixed state-market economies, such as Taiwan or South Korea (Herr
and Priewe, 1999). These new businesses thus add capacity, rather than replace
that of state companies, as was the norm under the Washington Consensus-inspired
economic liberalisation.

The observed growing problem of urban poverty at a time of rapid economic
growth, reflects the changing nature of economic growth. It is increasingly jobless
growth’, as international competition pushes for least cost and thus minimal use of
labour. This problem also applies to other ex-communist economies, such as
Poland, for instance, which, despite its annual GDP growth rate of over 5 per cent,
retains a 20 per cent unemployment rate (The Independent, 26/09/05). In most
transitional (post-communist) economies, poverty has been viewed as first and
foremost a direct result of economic restructuring and disinvestment, but economic
growth with continuous or even growing levels of high unemployment has certainly
baffled politicians. The former German Chancellor, Helmut Kohl, expressed his
surprise at the steadfastly high unemployment in eastern Germany, despite massive
new investment to replace defunct old structures. In addition, as Wu (2004) points
out, there are particular systemic legacies that exacerbate the fallout of structural
changes for the labour market, with the ‘losers’ falling between the end of the old
state support system and the beginning of the new, market-driven provisions of
employment.

The new poverty is thus related to the ‘disjuncture between the old welfare
system and the new labour market’ (ibid., p. 404). But there is still no official defini-
tion of ‘urban poverty’, suggesting hesitation in acknowledging this phenomenon,
but also ignoring the potential problems in the future for urban society. This
‘poverty of transition’, as Wu (ibid., p. 418) explains, is a result of the specific
characteristics of ‘transition’, in particular the ‘institutional root of socialism’ and
the void left between old and new mechanisms of social support. More significantly,
this new urban poverty is not just a temporary feature of ‘adjustment’, and there are
distinct geographic locations of these urban poor in the city structure: the inner-
urban dilapidated areas with high residential densities, often in immediate proximity
to new, upmarket residential and commercial developments, in old industrial areas
with their workers” housing compounds, and in the enclaves of the rural migrants,
often on the outskirts of town (Yan et al., 2002).

This inequality, as in other transforming societies, is most likely to affect people’s
attitude to the new conditions and those representing them. Among the less
favoured, the old system appears in a rather more positive light, while the winners
of the change, not surprisingly, favour the new system and strive for signs in the
direction of democratisation. So far, little progress has been made towards demo-
cratic principles and, indeed, at the moment the signs are of reinforcing the Party’s
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grip on power (Eimer, 2005). One reason for this is ‘that most Chinese were not
convinced it [the reform] was the answer for China’, a view reflecting a general lack
in democratic tradition (Nathan, 1997, p. 66). So far, ‘the democratic experiments
were few in number, short in duration, and limited in their democratic characteristics’
(ibid., p. 635), but as the Tiananmen incident of 1989 has shown, at least some parts
of the population seem to value pluralism and civil society. These attempts are thus
not a representation of the whole of Chinese society, if one can still speak of one
society at all. But there is evidence that elements of civil society and political culture
are tentatively emerging, a process also evident in neighbouring Vietnam (Thayer,
1992), which has sought to follow closely its bigger neighbour’s policies.

China’s post-communist reform: for the cities only?

Post-reform developments in China have largely benefited the metropolitan areas
and encouraged their further growth, thus widening the developmental gap to the
rural areas. The restrictive national policies of controlled residential choices
encouraged suburbanisation as the main mechanism of growth and gaining access
to the urban labour markets. However, businesses, too, have increasingly chosen
suburban locations. On the other hand, the city centres have increasingly seen
redevelopment through new office and retail space, as well as residential gentri-
fication (see e.g. Yan et al., 2002). Economic preferences and ‘attractiveness’ set
their own locational priorities, and with their new policy-making possibilities and
associated financial rewards, cities are competing vigorously for the attention of
international capital. In so doing, they seek to outdo each other by offering
incentives, usually conventional locational advantages based around cost savings,
such as tax breaks, cheap land and labour. Such ultimately ruinous competition
effectively benefits the investor at the expense of the local tax payer and deprives
the locality of revenue for future investment. Chinese cities are still largely competing
at the cost level, and incentives are thus uniformly of the tax-break type, but in the
dash to lure inward investment, ‘soft’ factors, crucial in the higher-end investors’
market, such as local culture and history as beacons of local identity and recog-
nisability, are thus in danger of being ignored or permanently lost (ibid., 2002).

Not surprisingly, given the dash for the same kind of investment, the develop-
ment and marketing strategies adopted by the cities are very similar, ignoring any
locality-specific factors. ‘For example, both Shenzhen and Guanzhou proposed
that they will create a “Silicon Valley” for Guangdong Province. Evidently, the
construction of two Silicon Valleys 100 miles apart is unnecessary and redundant’
(ibid., 2002, p. 48). This very much reflects the localist, individualist perspective
taken by the cities’ policy makers, with few signs of cooperation and communication
between competitors. This situation thus essentially reflects an urban economic
policy approach found widespread in western European countries in the early
1980s.

The absence of any competitive pressures under the communist regime meant
that no attempts were made at differentiating one city from the others. There was
no need to be ‘attractive’. The seemingly uniformly available potential investment
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essentially continued the notion that local particularities (and identities) did not
matter. Administration and bureaucrats (planners) could therefore continue with
their established principles of technocratically focused planning without the need
for major strategic (longer-term) considerations. As in the other former communist
countries, changing this mindset and demonstrating the need for constructing a
distinct, local cultural environment and urban profile, including citizens’ partici-
pation, is therefore a major challenge of the reform process (Yan et al., 2002).

In contrast to other developing countries, China has historically had a low
degree of urbanisation — even though it possesses 12 large metropolitan areas with
populations of between 2.8 and 10 million (Logan, 2002a). The state’s response to
urbanisation has been varied and at times contradictory. The choice is between
new growth poles and attractions to inward investors, or to simply provide continued
locations of concentrated industrial activity at the behest of the state. Since the
beginning of reforms, suburbanisation increased through moves from the city
centres and incoming rural migrants. Thus, for instance, in the early phase of the
reforms, between 1982 and 1990, Beijing and Shanghai grew overall, but their
centres declined by 3 per cent , while the suburbs grew by 40-60 per cent (ibid.).
These rapid expansionist developments have also borne their costs: inadequacy of
public transport, estranged human relationships, and poor adaptation of migrants
to city life.

Both the decentralisation efforts and opening up to international markets (capital)
since 1978 have shifted power and responsibility among the three main types of
actors (Fu, 2002) — foreign, national and local capital as drivers of economic
development — from the national level up and down the spatial hierarchy, sub-
stantially weakening the state’s role in economic development (see also Lin 1999,
2000): inevitably, there is an inherent danger in these losses in direct (planning)
control, because they may translate into a general loss in political standing and
control. With new actors entering the stage with a new set of bargaining chips
(promise of investment), new growth coalitions emerge between local players and
global capital, joined by their shared interest in economic activity in a city (locality)
(Fu, 2002). Using that new-found power enhanced by new coalitions with inter-
national capital, local government no longer feels an obedient executor of centrally
imposed decisions and plans. There is now a direct connection between local
decisions and economic rewards, triggering more enterprising local policies. The
skill now rests in bringing together the various group-specific interests and matching
them up for particular projects as part of a new coalition-building process.

This negotiation-based, informal approach to policy-making contrasts funda-
mentally with the old centralist system, where the five-year plan was the sole base of
investment decisions and actor engagement. Now it is down to personalities to
identify scope for development alliances and bring them together for agreed,
individual projects. Given the nature of market-led development, and the fiscal
weakness of many cities, new developers have an influential bargaining position in
such coalitions, and property-led developments, such as in Shanghai (Zhang, 2002),
are thus the most visible outcomes of these ‘coalitions for growth’. As in western
circumstances, such network-based, investor-capital-oriented and often informal
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arrangements raise questions about the legitimacy of policies and the role of the
public (democratisation). In many ways, public participation has not increased
much with the shift from central planning to the new corporatist bargaining and
decision-making. Projects are decided outside the public realm, and there is little
in the way of ‘ownership’ of place. Local planners and technocrats are thus the
main guardians of local interests beyond the immediate concerns of the property
development (Fu, 2002), but there are questions about the ultimate sustainability of
such disempowerment of the general public, with few, if any signs of a willingness
by the government to move towards at least some degree of democratisation.

The coastal city regions as designated ‘capitalist
playgrounds’ and test beds for reform

At the end of the 1970s, with the beginning of the new reforms towards marketisa-
tion, established communist-ideology-inspired development priorities and policy
responses lost their relevance and appropriateness. Thus, the nature of ‘planning’
had to be redefined. It could no longer be understood as a directive, top-down
applied instrument of determining development in all aspects. There needed to be
more dynamism and flexibility, to be able to respond more effectively to the needs
of a rapidly expanding and changing economy. Decentralisation of responsibilities
meant new pressures on local bureaucrats to develop and formulate their own
policies and agendas, and accept responsibility, rather than simply relying on
orders from above.

This shift from a national perspective of a uniform economic space to a regional
scale of evident inequality acknowledges the inherent inter-regional differences in
economic development potential. This inequality is not an entirely new pheno-
menon, but goes back to pre-reform days (Friedmann, 2005). Together with the
new emphasis on city-focused economic development, urban-regional develop-
ment agendas were the inevitable outcome. Planning was often at least as much
about satisfying political and career ambitions of local nomenklatura, as it was about
local needs. This dilemma has, in its essence, continued until today, as the absence
of local democracy and democratic accountability of the local administration has,
in effect, continued central control over local development. For instance, while the
move of manufacturing/industrial uses from the central areas of cities to the
peripheries is a local responsibility, the economically so important greenfield sites
are a central control issue. Effectively, therefore, the limits of urban growth remain
centrally determined, with the centre retaining ‘the last word’ in central-local
relations.

Examples of a newly emerging city-regional agenda, based around city net-
works, include the ‘Master Plan of Cities and Towns in the Shanghai Economic
Region’ and the ‘Plan of the Urban System in the Pearl River Delta’. These
structure plans serve as guidance for the individual localities” plans. New infra-
structure works (roads) also link the coastal cities with their hinterlands, thus
encouraging city-regional development. There are still elements of the old centrally
managed regionalism about, aimed primarily at tackling the legacy of abandoned
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old industrial districts. This inherently redistributive approach may gain more
acceptability in future with the rising concern about the growing inequality between
the booming and lagging regions (Tian, 1999), but the showcases of the post-
communist economic transformation processes are in the (coastal) city regions.

Towards the end of the Maoist period, Chinese cities contained three main
structural components, which reflected past development policies: workers’ resi-
dential compounds around factories, the old city areas and the shanty areas on the
outskirts of the cities. But economic change and migration broke down that socialist-
era arrangement. Luxury residential developments, and commercial and recre-
ational uses now compete with high-density old neighbourhoods. In extremis, this
pitched the newly affluent urban entrepreneurs immediately against those having
lost out from the economic transition. Many traditional urban areas (inner areas)
have attracted a higher concentration of a marginal, poor (and new) population,
which sits immediately next to the newly developed enclaves of western-style
‘trendy’ lifestyle. The latter involves a highly concentrated and spatially confined
‘playground’ for the nouveaux riches, found in many of the larger post-communist
cities. ‘It is the absence of positive social objectives in urban redevelopment that
induces the great conflicts of displacement and relocation’ (Wu and He, 2005).

The radically redirected flows of investment have fundamentally altered the
dynamics within China’s space economy, and differences have become more
dramatic. As a result of the post-Mao “‘Step Ladder Doctrine’, allowing the coastal
regions to resume their historic economic pre-eminence, China has effectively been
divided up into three regional clusters: the coastal regions with their role of being
leaders in development; the central regions with an emphasis on conventional ‘old’
industrial production and activities such as coal and steel and energy generation;
and the western cluster with a more medium-term development target. The new
reliance on growth impulses from designated (urban) ‘growth points’ in the coastal
areas was effectively an extension of the tentative, strictly localised test cases of
marketisation in the early 1980s. Any perceived ‘misdevelopment’, so the rationale
went, could then be apprehended by pulling the emergency brakes on the reform
process of opening up to global capital. The Pearl River (Shenzen, Hong Kong)
and Yangtze (Shanghai) River deltas have become the showcases of China’s
breathtaking speed and extent of economic transformation.

The Pearl River Delta as ‘virtual region’ of urban-
centred economic transformation

The Pearl River Delta is a ‘virtual region’ (Herrschel, 2005) in the sense that it
is an economic (and cultural) region without a corresponding administrative-
governmental structure. There are also no geographic commonalities for the whole
region. It covers eight prefectures of the Guangdong province, including the
Special Administrative Areas of Hong Kong and Macau, whose status means their
boundaries have a quite considerable barrier effect. The eastern half of this region
includes the highly developed areas of Shenzhen (SEZ) and Guangzhou, whereas
the western half is much less developed. Two of the four original SEZs (Shenzhen
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and Zhuhai) are in the Pearl River Delta region, giving it a certain status as a
pioneering region of the economic reform policies.

Boundaries do matter in this region, delimitating the economic ‘experimental
cases’ of the Special Economic Zones, including Shenzhen as the pioneer of that
policy. The Zones are almost exterritorial areas, certainly for Chinese migrant
workers. Requiring a special permit for entering the zones was meant to control
contact between the new market economies and the rest of China, so that an
unwanted spread of a ‘western market bacillus’ could be prevented. Shenzhen was
established in 1980 to try out the new policy agenda of a ‘socialist market economy’
as a ‘controlled experiment’. With no clear blueprint to follow, ‘learning as you go
along’ was the only realistic option (Bruton et al.,, 2005), and this trial and error was
felt “safe’ in a limited scale experiment only.

The new city of Shenzhen sits within the Pearl River Delta Open Economic
Zone in Guangdong Province, right on the border with the Hong Kong Special
Administrative Zone. It was established there so that it could benefit from Hong
Kong’s proximity and its Chinese population’s historic links to its northern neigh-
bouring province. The result was the unique situation of a communist-controlled
developing area bordering an affluent capitalist system looking for new economic
opportunities during the booming 1980s and early 1990s. This complementarity of
interests at the time has given the region a distinct head start in its economic
transformation towards ‘the market’ in relation to the other parts of China. The
learning effect of the Hong Kong model on Shenzhen city brought an economic
integration between the two systems and immediate economic legacies on both
sides of the Chinese-Hong Kong border. Although this border has ceased to be
international since 1997, it nevertheless marks a distinct administrative and systemic
division between the now Special Administrative Zone and mainland China.

Rationale and operation of the Shenzhen Economic Zone challenged and
changed the scope and meaning of ‘planning’ in the context of Chinese cities by
removing the certainties of state planning and subjecting it to the uncertainties of
capital markets and business decisions. Under the Maoist industrialisation strategy,
the emphasis was on turning a consumptive city into a socialist productive city, and
providing the land for this development to happen was the expected role of
planning. But this no longer holds true, as new aims and means of planning had to
come in its place to match the new purpose of the Shenzhen urban area (see e.g.
Xu and Yeh, 2003). The new challenges to urban planning also came from the
previously unknown scale of migration from rural areas to Shenzhen, bringing the
population to 5 million. They located primarily just outside the SEZ, as access to
the Zone is tightly controlled, but still within the urban area. This shift was under-
pinned by a massive economic growth rate of some 40 per cent annually between
1985 and 1992 (Gar-on Yeh and Li, 1999; Nanto and Sinha, 2001), adding to the
challenges to somehow manage the ensuing physical expansion of the city.

The first development plan was very much in the mould of a socialist-era
technocratic, centrally defined holistic approach to manifest future development,
both social and physical. Developments on the ground, however, overtook the
neatly laid-down socio-economic plan. As a result, the city adopted a less formalistic
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and prescriptive comprehensive plan in the mid-1980s, focusing primarily on the
built environment, but this still proved too inflexible and unimaginative to accom-
modate the unabated increase in population and continued building activity on the
border of the SEZ within the growing Shenzhen conurbation. For effective
development control, cooperation with the surrounding municipalities has become
increasingly urgent, and Shenzhen came to recognise the importance of a regional
approach to boost international competitiveness. This includes seeking to attract
and retain higher-end business users, especially in the service industries, and
developing Shenzhen into an international city with a clear identity and image
reflecting that ambition. Realising the temporary nature of the competitive
advantage based primarily on offering cheap labour, the city now recognises the
importance of environmental quality as an important selling point. Maintaining
that requires effective, but not necessarily technocratic, planning. The city thus
continues its original role as a test case of China’s new policy and developmental
directions, here a shift from a welfare state to a development state in the mould of
the Asian developing countries.

Generally, as a result of the changing national policies, Chinese cities are
experiencing a transformation from places of production to places of consumption,
thus effectively reversing Maoist development goals. As elsewhere under the impact
of structural economic changes, the outcome is functional and structural decline,
adding to the task of ‘promoting urban development and local economic growth,
restructuring urban spaces and transforming urban functions’ (He and Wu, 2005,
p- 4). At the same time, local governments, having been given the task of local
development promotion, have engaged in increasingly proactive, acquisitive
economic policies. “The concept of entrepreneurial government has thus been
introduced to urban governance, and marketised operation and competition have
been encouraged’ (ibid., p. 5).

But established administrative structures, practices and ‘cultures’ are inevitably
slow to follow the changes initiated by the reforms. Despite formal decentralisation,
the state continues to hold important controlling powers through the hierarchical
organisation of the civil service and there, especially, the Party. Promotion of local
officials depends on a display of loyalty and satisfactory ‘performance’ with regard to
set political goals, and is assessed by higher-placed officials. The result is that local
officials tend to be more concerned with centrally defined targets than with local
needs, as there is no democratic legitimation required locally. In the pursuit of these
goals, local actors seek to ensure meeting their targets, and thus key growth industries
(e.g. high-tech, automotive) have a stronger voice than the declining textile sector
when it comes to pushing their respective interests with a city government (Zhang,
2002). There, it is basically just a consideration of the ‘most profitable’ use of a piece
of land, rather than an evaluation of any wider implications — socially, environ-
mentally, or otherwise. The main impact of the reforms has been a change to the
nature of local growth coalitions so as to include not only the whole government
hierarchy, but also non-public-sector actors, especially business representatives.

Decentralisation, marketisation and political legitimation have transformed
China’s governmental structure and workings. This concerns in particular local
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governments, which changed from being agents of centrally defined policies to
independent ‘local states’ (Zhu, 1999, p. 424) that pursue developmental policies.
In this, they follow the East Asian capitalist model of development with the strong,
at times interventionist, role of the state in driving economic development as the
dominant objective, together with increased productivity and national competi-
tiveness. China’s local governments are now responsible for local prosperity as a
result of reforms and decentralisation of responsibilities. In response, ‘China’s local
governments have become economic interest groups with their own political
agenda, and thus a local developmental state’ (ibid.). The task for the state is to find
its new role between being omnipotent and thus inhibiting the market, and being
too weak to make an impact and provide predictability and reliability as the founda-
tion for an effective functioning of the market. Overall, ‘therefore, decentralization,
pro-growth legitimization, competition between localities and the uncertain tenure
of local chiefs combine to make China’s local government the local developmental
state’ (ibid., p. 429). Against this backdrop, can the claim to an unchallengeable
socialist core to state and society be maintained, and thus the continued division
between economic and political-societal spheres?

China as a two-track developmental state between
market realities and authoritarianism in socialist
guise: some concluding remarks

China’s development under the reform process shows distinct, uniquely Chinese
features, but, of course, also processes and phenomena shared with other parts of
the world, whether post-socialist or not. The particularly Chinese characteristic is
the attempt at separating an economic and political-societal sphere, and pursuing
very different, ideologically opposed development strategies for each of them.
Effectively, the Chinese government is trying to ride two horses, at varying speeds,
and with a fence between them. Obviously, this is a difficult, risky task with
unpredictable outcomes, with most observers likely to conclude that ‘this cannot
work out’. Evidence so far suggests, however, that the Chinese government has
been able to keep the two horses on track and on course, and many critics are now
having second thoughts. There are no signs so far that the separation of the two
tracks is going to be removed. If anything, recent statements by the Chinese govern-
ment seem to reaffirm a resistance to political reform and, instead, affirmation of
adherence to Mao Zedong Thought in a thinly veiled ‘crackdown’ on liberal
tendencies within Chinese society.

Economic liberalism is not permitted to jump the barrier’ and undermine the
established political order by encouraging the development of an emergent civil
society. This marks a major difference from the transformation model applied else-
where, such as in eastern Europe, where post-communist development has clearly
been interpreted as ‘westernisation’, that is marketisation and democratisation as
inseparable parts of the same story. In China’s case, the perceived economic
opportunities of the gigantic potential market and future political capacity has
made it much more difficult and unrealistic for western institutions and politicians
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trying to pressurise the country’s leadership into following western ideas of
‘right’ forms of post-communist transformation. For the other former communist
countries in the region under obvious Chinese geo-political influence, as well as for
Cuba, the ‘Chinese model’ offers the only realistic alternative to the western model
of a liberal market democracy, as propagated under the Washington Consensus.
But questions arise about the future of the authoritarian political system governing
a soclety pursuing a capitalist economy, especially when faced with ever greater
spatial and social inequalities. Will it be possible to continue suppressing the
emergence of a civil society and its claim to political influence? Will western
influence, imported with western capital and exercised through international links,
push for democratisation?

Nathan (1997, p. 12) summarises the contradictions of the Chinese transition
process as part of a regime that has ‘internationalized its economy while fostering
nationalism; expanded economic freedoms while violating political rights; and
decentralized bureaucratic power while rolling back a nascent civil society’. As a
result of the strong emphasis on economic development and decentralised respon-
sibility as the main engine of change, ‘power has gravitated into networks of elites,
giving rise to what some scholars call “local corporatism”, a form of rule operating
by personal influence and corruption’ (ibid.), rather than democratically account-
able processes. But the transformation process is continuously modified and
adjusted to circumstances, reflecting the ‘learning on the job’ approach followed by
the regime. Thus, ‘China remains in transit, but its political direction no longer
seems as clear as it did in 1990’ (ibid.). The evident emergence of a new middle class
does not necessarily point towards an emergence of democracy. ‘China’s new
bourgeoisie is not only dependent on the state [and the created so favourable
conditions] but also lacks a grounding in legally secure private property from which
to grow toward an independent status in the foreseeable future. If this continues
to be the case, China’s modernization may turn out to be ... “conservative
modernization™ as a late twentieth-century form of a nineteenth-century model
(ibid.). The issue of a clearly institutionalised framework regulating property
ownership is a recurrent theme with post-communist developments elsewhere,
especially in the former Soviet Union.

As a result of the changes, considerable inter-regional and intra-local disparities
have emerged, reflecting varying participation in the changing economic condi-
tions. Looking ahead, one of the main challenges, and not only for China, seems to
be finding a path of development that can be sustained politically, economically and
socially. This may include establishing stimuli of development other than external
capital alone. As Friedmann (2005, p. 118) observes with regard to the future
uncertainties of development:

Although the stasis of the former regime has been broken, given the
diversity of China, the dynamism of its people, the declining faith in the
Communist Party as the moral center of society, the unstable mix of
the traditional and the new, the emergence of new forms of social stratifi-
cation, and the shattering of old verities, anarchy remains a possibility.
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With power and the range of actors becoming more pluralised, the Communist
Party may no longer be able to claim the central role as moral and political beacon
in the development of China. Continuities thus seem to be as important as new
beginnings. Important is the connection and complementarity between the two.
This includes the need for state officials within the hierarchy not just to look up,
waiting for instructions on how to proceed and thus avoiding responsibilities, but
also to respond to the bottom-up pressures of an increasingly more articulate and
impatient public.

The requirement is for more horizontally working relationships between the
various actors, very much in the sense of ‘governance’, organised around territory,
rather than adhering to a strictly hierarchical, vertical arrangement centrally con-
trolled, with rather limited territorially based input. Increasingly, cities, especially
those along the coast, search for their own place in the changing economic
environment, seeking to step out of national dependencies in a rather ‘un-Chinese’
way. Not surprisingly, some are more ingenious and determined than others (see
Friedmann, 2005, ref. to Wuhan and Kunming). The more enterprising cities are
increasingly beginning to act as entrepreneurial cities and growth promoters, thus
challenging established practices and political-institutional dependencies on the
national government.

With a growing number of actors and places involved, a new civil society is
slowly emerging, ‘defending their own interests and making demands regarding
what they expect their government to do for them’ (Friedmann, 2005, p. 123). This,
of course, contradicts and challenges the national government’s continued claim to
unrivalled political (and moral) leadership, and so it is not surprising to see the
current Chinese leadership seeking to reaffirm its control by emphasising Mao
Zedong Thought and communism as the only permissible public doctrine under-
pinning the nature and operation of society. In addition, the nature of China’s
economic growth looks increasingly likely to change, and with it the potential rate
of participation of the Chinese public in the financial benefits of market-driven
development. As Friedmann (2003, p. 127) observes, ‘with what is now effectively
jobless growth, China’s entire modernization project is put in jeopardy. People,
and not only in China, expect growth with equity. Failing to get this brings the
threat of instability.” This also applies to the development of democratic structures,
as the case of Gambodia demonstrates. Promising betterment is the key to political
office, especially in the areas outside of towns (Roberts, 2001), and this encourages
short-term, quick-fix solutions to please the electorate immediately, rather than
engagement in longer-term development projects. In a society with a historically
strong patron—client relationship (Curtis, 1998), reward for loyalty is crucial for
retaining positions of power, and this mechanism becomes the stronger, shaping
any attempts at democratisation, the more dependent a client becomes on patron-
age for pure economic survival. Western understandings of democracy and
democratisation do not then apply. This, together with the Chinese experience of
marketisation without democratisation, has fundamentally challenged the simplistic
and self-centred perspective of western governments and institutions about the
nature and progress of ‘democratisation’ in post-communist ‘transition’ countries.
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‘DUAL TRACK’ TRANSFORMATION IN CHINA

Opverall, the emerging Chinese model of economic transformation from state
socialist centrally planned economy to a marketised socialist model has started
a unique process of ‘stop and go’ changes, reflecting a form of trial-and-error
approach to economic marketisation. The new model abandoned Maoist doctrine
and radicalism about communitarian ownership and egalitarianism, Stalinist
economic control and mobilisation, but also the neo-liberal doctrine of privatisa-
tion, marketisation and democratisation as an integral model. Effectively, Chinese
market socialism marries two seemingly contradictory and mutually exclusive
concepts of economic management. It combines economic liberalisation with
continued political centralisation and totalitarian state control. Underlying these
contradictions are considerable variations in their form and extent, but also a nego-
tiated outcome between urban and rural places, as well as across the provinces,
with the main urban centres of the southern, coastal provinces going the furthest in
economic development.
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7

AFRICANISM, MARXISM,
POST-COLONIALISM

Pragmatic use of communism and
post-communism as a label

Despite the liveliness of debates on ‘post-socialism’ over the last decade or so, Africa
has very rarely featured in the discussions. Yet African states developed quite
interesting modifications to the European model of a communist state, based on
different experiences with socialist ideology and communist regimes, that go
beyond evidence of a ‘developing country factor’. This chapter will explore these
African particularities, and their translation into ‘African socialism’ and ‘African
communism’ respectively and, consequently, ‘African post-communism’. This will
include discussions revolving around the two main rationales behind the adoption
of Marxism—Leninism: post-colonial ‘Africanisation’, and the strategic exploitation
of the Cold War competition between the superpowers for ‘spheres of influence’ in
Africa.

A good illustration of the understanding of African “post-socialist/ communist’
developmentis provided by the special issue, of the journal Communist Studies of June
1992, ‘Marxism’s Retreat from Africa’. At that time, the claim of the adherence to
Marxism as the legitimating rationale for autocratic states in Africa was quickly
disappearing with the end of the Cold War divisions, but this did not mean an
automatic shift towards more democracy, as expected by the “‘West’ as the ‘natural’
follow-up to the end of the socialist/communist regimes. Instead, changes were
relatively slow and erratic, and often yielded little effective change to the reality of
governance. As a consequence, ‘transition to pluralist democracy and to viable
market economies remains less certain’ (Hughes, 1992, p. 2). This uncertainty,
however, primarily affects the political, state-institutional side, and reflects the
predominantly pragmatic, technical-managerial perspective taken by those
African countries claiming adherence to socialist or Marxist-Leninist principles.
Their adoption of one or the other ideology, be it socialism or market democracy,
needs to be seen primarily as in essence a pragmatic choice in a divided Cold War
world. ‘African socialism’ and, subsequently, post-socialism, are very much part of
the colonial and post-colonial legacy of seeking visible state autonomy, while still
being dependent economically and strategically. But, in 1990, the rules of the game
changed with the end of the bipolar world, replaced by the political and economic
hegemony of the US (see also Ottaway, 1999). Against the reality of a divided Cold
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War world, the notions, and rationales, given for the adoption of ‘socialism’ and
Marxism varied, along with the very concept of ‘socialism’ per se.

Key features of African socialism, according to Mohiddin (1981), are (with
reference to Kenya):

»  absence of political-ideological dogma, and thus adaptability of the system to
changing requirements, and developing pragmatic responses to actual, rather
than idealistic-hypothetical conditions;

* non-alignment to the two main political blocs, and thus avoidance of a
dependent satellite relationship;

* prevention of class formation, and thus societal divisions, through more
egalitarian policies;

*  search for a synthesis of Marxist socialism and free market economy as the
‘African way’, drawing on the particular qualities of African tradition and
culture.

Given the economic and political instabilities in post-colonial Africa, especially
the challenges to territoriality and boundedness of statehood, and its relation to
the question of nationhood, quite formidable challenges exist for the further
development of Africa in a ‘post-communist’, single-superpower world, where the
market-led, international capital-dominated economic paradigm is paramount.
There is little alternative to that, it seems, especially given the continued strong
dependence of African countries on external help to pursue developmental policies
and overcome the considerable structural economic problems of ‘underdevelop-
ment’, underinvestment, and inequality. This, of course, makes these countries
particularly susceptible to external financial and political influences.

Less clear 1s the political question of democratisation as a central plank of western
development support. A whole range of options sits between ‘full democracy’ and
‘authoritarianism’, whether personality- or institution-led, albeit now without the
suffix ‘socialist’ or ‘Marxist’. More recently, however, as discussed below, there
have been signs of growing public pressures towards democratisation, and a clearer
definition of ‘statchood’ and its power vis-d-vis the population. ‘Post-communism’
and ‘transition’ have thus quite particular meanings in an African context, differing
from those in Europe. Yet at the same time, as a colonial legacy, the European
concept of ‘socialism’ has contributed to the post-colonial political landscape and
the emergence and operationalisation of Africanness, against the background of
European cultural and idealistic legacies. Many of the post-independence African
leaders were educated in their former colonial mother countries, and those study-
ing in Paris experienced French communist ideology at first hand.

The ideological dimension of Marxism-Leninism as a
post-colonial development strategy of convenience

The ideological construction of post-independence Africanness began immediately
after the first wave of independence of the 1960s, and was propagated as African
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socialism. Despite its obvious reference to the Marxist ideology, the actual concept
behind this label had little overlap with the Soviet-style Marxist doctrine. The main
influences were a re-awakening nationalism and pan-Africanism. It was very much
aresponse to the success of the struggle to end colonialism. There was thus a close
link between these freedom fights and the first Africa-based discussion on statehood
and its role vis-d-vis society. In most of these socialist countries, the anti-colonial
revolutionary leaders had gained office and thus established an important psycho-
logical link between the anti-colonialist struggle and socialism (a phenomenon also
observed in Latin America, especially in Cuba; see Chapter 8). ‘Socialism at this
juncture was hence both Afro-centric and non-aligned. It shunned the unselective
transfer of socialist terminology (such as class struggle) to Africa and at the same
time laid claim to a universality of political ideals’ (Ottaway, 1999, p. 161), while
‘the early socialists stirring in Africa were [therefore], in many respects, the intel-
lectual counterpart to the quest for political autonomy’ (ibid.). Effectively, there
was a division between ideology and idealism in the aftermath of independence,
and pragmatic responses to the new circumstances. This idealism sought to address
andreconcile abroad and diverse range of concerns: developmental-programmatic,
nationally focused, popularly appealing, and politically uniform objectives. Inevit-
ably, there was an inherent contradiction between the projected, developmentalist
notion of African socialism, as forward-looking and reformative, and the Leninist
belief that party officials and functionaries are by far the best suited to drive and
implement such an agenda from the top.

By its nature, African socialism became very much entangled with its leading
proponents, all of them personalities of the anti-colonial movement. While this
gave them instant authority and credibility among the public, it was also its
shortcoming. There was little in terms of a general ideology that could be carried
over to another leader, as each of them created their own hotchpotch of selected
political and historic mythologies, to create a new, Africa-centred approach. Not
surprisingly, these personally designed imaginations barely survived the demise of
their initiating leaders into the mid-1970s. They had not propagated a standardised
and generally accessible version of socialism per se, but rather national identities and
African pride, however defined. The impact of these first post-colonial approaches
can be felt in the pan-African communist ideology of later years, which resulted
from a fusion of both external political and economic pressures, and internal
societal political and ethnic interests.

External influences in the shaping of
African communism

“The “Cold War” saw a return to Soviet and Western European communist parties
championing anti-imperialist struggles led by the national bourgeoisie’ (Hughes,
1992, p. 6). African politics effectively sat between the ‘hesitancy and manipu-
lativeness on the part of the Western communists and the blatant mixture of cynical
self-interest and “proletarian internationalism” on the part of the USSR ... (ibid.).
In its essence, communist ideology was not a locally grown concept, but was
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associated with external, even imperial, influences and legacies, and this alien
association made it appear ‘un-African’, tainted by imperial connotations. Only if
associated with positive experiences, such as the ‘freedom struggle’, was socialism
(or Marxism—Leninism) acceptable. Prior to independence, for instance, in French
colonies, radical African critics of French colonialism were portrayed as nothing
else than Moscow’s puppets, so as to weaken their credibility and question their
‘Africanness’. Butin reality, links with Moscow were usually frayed, even if receiving
economic or military aid, albeit with many strings attached.

Against this backdrop, claims to ‘communism’ were largely opportunistic moves
by those holding or seeking power, rather than an expression of a political
programme and ideology. ‘African radicals, during both the colonial and
independence periods, tended to adopt a cautious as well as calculating attitude
towards the communist powers. Essentially, they were out to win power for
themselves rather than to place their movements and countries under external
communist domination’ (Ottaway and Ottaway, 1986, p. 6). Consequently, then,
post-communism means much less of a paradigmatic political-cultural shift than in
Central and Eastern Europe. In Africa, the association with outside powers was, in
effect, often seen as continued imperial domination, and this shaped public atti-
tudes to the communist ideology originating in (colonising) Europe. The difference
between the ‘capitalist’ West and an ‘anti-capitalist’ Soviet communism had thus to
be elaborated to make the concept acceptable. Nevertheless, the leading role of the
often European-educated political elite as the main driving force of any socialist
movement meant that any such shift was essentially top-down and urban-focused
and elite-driven, rather than the outcome of popular demands. There was no mass
movement or bottom-up revolutionary pressure for adopting Marxism—Leninism.
Thus, even in ‘good’ socialist examples, such as Mozambique, ‘the acceptance of
Marxism as a national ideology and a framework for political and economic
management was less than complete and hedged with contradictions, eclecticism,
and compromise’ (ibid., p. 9).

Pragmatism and the socialist/communistlabel for
national politics

In the 1960s, the only other model of post-colonial government and policy was
pragmatism, which realised existing dependencies and refrained from developing a
grand vision of Africanness. Here, the new leaders sought to continue using the
established administrative and economic expertise of the colonial period, and
simply projected these into the future, if under their own control. This included
continuing external trade links, very much in the mould of the colonial days. These
pragmatic understandings were no less state centred than the populist idealist
socialist model, with both using administrative centralisation to run state and
society. Given its more compromising, accommodating nature, African pragma-
tism has survived much better than socialism. The independence-inspired, milder,
more idealistic views were giving way to a new generation with more rational,
functionalist views of state policy and development. And this included a more
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realistic assessment of the dependency on capitalist markets. Inspired by study visits
to Irance, and thus contact with French communism at the universities, many of
the younger post-independence (urban) political elite revisited socialism in a much
more scientific, pragmatically technocratic way and, as part of that, borrowed
more ideas from Soviet-style Marxism—Leninism. The Soviet model of development
seemed to promise an alternative to succumbing to western capitalism, and thus, in
the eyes of many leaders, offered an effective break with a continued colonial-style
dependency. In addition, the military gained in influence as a result of their role in
the battles for national independence and, subsequently, the territorial integrity of
the newly independent states. There was an active drive to expand Soviet influence
as part of the USSR’s outwardly directed policy of empire building in different
parts of the world, in direct competition with the US (see Chapter 5).

The five former Portuguese colonies — Mozambique, Angola, Guinea-Bissau,
Sao Tomé and Principe, and Cape Verde — illustrate the Soviet rush for Africa.
This new political-ideological wave of expanding and consolidating a Soviet sphere
of interest was less eclectic and idealistic than African socialism, and was rather
pragmatically driven by geo-strategic considerations (Albright, 1980a). This reinter-
preted understanding of socialism was now propagated as Afro-communism, with
explicit reference to Marxism—Leninism and the societal focus of the ideology.
Within the declared socialist or communist countries, attention had shifted from
independence and the immediately following euphoria about national self-
determination, to re-shaping society and overcoming the still prevalent colonial
structures. Class struggle thus gained in currency, albeit adjusted to the fact that
there was no industrial proletariat. Instead, the peasants and the bureaucratic class
(civil service) were pitched against each other as competing class elements of society,
with the former being portrayed as the suppressed victims of the exploitative and
privileged bureaucrats with their alleged inherently colonial attitude. Propagated
in the right way, as a move towards more equality, such an agenda was obviously
going to be popular. At times, this populism outshone any reference to socialism
or Marxism—Leninism. Instead, moral values, tradition, nationalism and anti-
imperialism were the main ideological cornerstones of this strand of ‘consolidative’
African politics.

African socialism or Africanised Marxism-Leninism?

The inherent conceptual competition between ‘Africanness’ and ‘socialism’ is sum-
marised in the title of Babu’s book ‘African Socialism or Socialist Africa?’ (1981).
This refers to the different emphases between the two concepts — the indigenous,
post-colonial sense of Africanness and the ‘imported’ political-economic regime of
socialism. In particular, Babu (1981) explores evidence of a more generic, post-
colonial experience with socialism, where geography matters less than common
historic experiences. For this, he compares the Asian with the African post-colonial
experience, and points to the key difference between the two continents — the
degree of economic independence and capacity. China and (North) Korea, despite
their association with, and receipt of aid from, the Soviet Union and Eastern bloc,
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maintained a distinct distance. They did so in the attempt to steer their own paths
between the hegemonic worlds of the two superpowers. In Asia, as in Africa, dis-
cussions arose around the suitability of the theoretical principles of an industrially
based socialism for the particular conditions of the pre-industrial, post-colonial
(feudal) countries/cultures. It was from there that Mao Zedong developed his
version of communist ideology, tailored to the conditions of an agricultural society
(see Chapter 6). The parallels to ‘African socialism’, especially Tanzania’s Ujamaa,
are obvious. Indeed, there were different African ‘versions’ of socialism, reflecting
the different colonial legacies, for example between Tanzania and Kenya. Such
legacies include the artificial nature of most boundaries (and thus potential disputes
about territories), a multiplicity of ethnic and cultural-political divisions in societies
(raising the question of nationhood), economic weakness and a dependency on
outside forces, and the legacy of a colonial memory as common reference point
(Chazan et al., 1999).

In Tanzania, there was little in terms of a European-style bourgeois class, with
peasant farming remaining the dominant feature. In Kenya, by contrast, there was
a strong new ‘colonial class’, consisting of white yeoman farmers and civil servants.
The African peasant farmer in Tanzania was an integral part of the country’s
economy, and not merely an adjunct to European-owned plantations (Mohiddin,
1981, p. 43). As a result, Tanzania achieved its independence with a weak middle
class, whereas Kenya had a very prominent, powerful such class. Thus, the
Tanzanian idea of Ujamaa as a form of traditional African communitarianism
seemed more relevant to its own situation than that of Kenya, from where the
concept originated. The Tanzanian president, Julius Nyerere, the author of the
Ujamaa concept, expected the international capitalist system to facilitate the
country’s transition from colonialism to socialism through extending its continued
business interests in Kenya. This, however, did not happen, given the aversion of
‘western’ capitalism to the notion of ‘socialism’, however defined.

Thus, in Tanzania, as in Kenya, socialism, its content and practical
implications, became a political issue. It could no longer be left to allusive
official guidelines, sporadic conflicting and confusing statements by
politicians. The people demanded a clear-cut definition of socialism and
its practical meaning for them.

(ibid., p. 58)

Nyerere’s 1967 Arusha Declaration was the response. But generally, the dependence
on international capital and trade meant that Tanzania gradually slipped back into
its old colonial role as a producer of primary products, dependent on external
capital and demand.

Despite the overt differences in the emphasis, implementation and rationalisa-
tion of socialism in Africa, Chazan et al. (1999) identify four key themes reaching
through the four decades after the end of colonialism, albeit with considerable
variations between countries. These include, in particular, the lack of political-
ideological coherence, with some being more eclectic and pragmatic than others,
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anti-colonial sentiments, the predominance of more parochial world views, and, in
the 1990s, a return to liberal ideas and a conscious effort to translate them into
African terms (Mohiddin, 1981, p. 167). Reaching beyond these immediate concep-
tual concerns, the main commonalities between African countries were nationalism
and an emphasis on Africanism. This included anti-colonialism, and critiques of
economic dependence and underdevelopment.

Given this rather ‘laid back’ nature of ‘African socialism’, both in the ‘West” and
the ‘East’ there was scepticism about the rationale, ideological depth, and nature
and destination of what, in the 1960s, became known as African socialism.
Disillusioned with the lack of ideological vigour, Moscow coined the more
ambiguous phrase ‘non-capitalist road of development’ (Ottaway and Ottaway,
1986, p. 6). Nevertheless, by the mid-1970s, the idealist ‘African socialism’ had
given way to more Leninist input, reflected in the label ‘African communism
(Marxism)’. This reflected a shift in political-ideological emphasis and leadership.
The earlier, post-independence North—South perspective, had given way to an
East-West contrast, defined by the two superpowers’ spheres of interests. This also
meant an end to the doctrine of non-alignment propagated by the Afro-centric,
inward-looking ‘African socialism’.

The Marxist-Leninist leaders of the 1970s and 1980s abandoned the idea of an
independent ‘African way’ of socialism and sought to utilise the Cold War rivalry
between the two superpowers to their advantage. They thus ‘considered the Soviet
Union and other communist countries to be their “natural allies” in the ongoing
struggle against colonialism, neo-colonialism and imperialism’ (ibid., p. 9). Yet,
nationalism was far from dying out as a major political force. ‘We do not intend to
become another Bulgaria’, stated a top Mozambican politician in the late 1970s
(quoted ibid.). This highlights the somewhat ambivalent relationship with external
forces, viewing them as a useful source of support at the international level, yet also
fearing new dependencies resulting from such engagement. The dual approach to
domestic and external (international) issues under ‘Afro-communism’ (Ottaway,
1986) stands for an attempt to engage with, but also keep its distance from, the
Soviet Union and its political hegemonial aspirations. The parallels to ‘Euro-
communism’, with its similar emphasis on individuality and different national
paths to a Soviet-led Marxist—Leninist society (state), are obvious (Mandel, 1978).

African socialism as programmatic ‘Africanist’
development strategy

In the 1960s, at the time of African socialism’s greatest popularity, the then
Tanzanian president, Julius Nyerere, stated that African socialism was essentially
about the extended family, that is ‘familyhood’ or ‘Ujamaa’. This was the focus of
his propagated idealising concept of the Ujamaa model village as an expression of
traditional African, pre-colonial communitarian society. This notion became the
centrepiece of his and other post-independence African socialist governments,
drawing on both Africanism and socialism. The concept of class and the class
struggle, the central plank of Marxism, was ignored, thus removing one of the key
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tenets of ‘Marxism’. “The task of an African socialist leader, then, was to restore
African society to its pristine classless self’, meaning, largely, a return to African
pre-colonial times, with communal ownership and an absence of individual
control of the means of (agricultural) production (Okoko, 1987, p. 16). ““‘African
socialism” — was born of the post-colonial crises of economic development and
national identity. In this sense, like the classical varieties of socialism, African
socialism also underscores the primacy of the economic element in socialism’
(ibid., p. 12).

Economic development and socialism had thus become widespread synonyms in
African politics, as part of decolonisation. Indeed, economic development was seen
as the path to national self-determination and true independence, and socialism
offered a credible alternative developmental strategy to that, offering a path around
the seemingly universal leadership of the capitalist system. Being non-capitalist,
socialism could therefore be portrayed as inherently associated with liberation from
western domination and independence. These values added a specifically African
dimension to ‘socialism’, and are opposed to those of Central and Eastern Europe.
So, it is not too surprising that many African leaders were using ‘socialism’ and
‘economic development’ interchangeably (Okoko, 1987). Socialism promised a new
start, independent of old structures and dependencies. Given such far-reaching
assoclations, it does not come as a surprise that ‘socialism’ meant many things to
many people. With its promoted rootedness in African communitarian tradition,
socialism, independence, national identity building, self-assertiveness, and historic-
ally derived idealism, were all rolled into one. The result was a specifically African
‘brand’ of socialist rationale. But, as Okoko (1987) points out, African socialism is
utopian in its refusal to accept that African society has not been as homogenous and
communitarian as portrayed in the 1960s post-colonial political discourse. The aim
was to reinvent socialism as a post-colonial, pre-industrial and, most importantly, in
spirit African development strategy. But this idealistic, perhaps somewhat naive
view also meant the ultimate failure of this approach.

Crucially, there was no single thinker or implementer of socialist principles
under African conditions, and no hegemonic state able to set an example and offer
effective patronage. African socialism is rather a more or less coherent fusion of
many different views, developed independently by different politicians in their
varying national contexts. The absence of a clear ideological yardstick against
which to measure claims to ‘socialism’ allowed each leader to use the term ‘socialist’
as a label, yet still adopt a political-economic regime as they saw fit at a particular
time. But there have been attempts at linking theory and practice, and providing
a theoretical, strategic underpinning to the claims’ of ‘socialism’, notably in
Tanzania, under Julius Nyerere, culminating in the Arusha Declaration of 1967,
which officially adopted a socialist path of post-independence development. At that
time, many Tanzanians felt a sense of initiative and resolve after the end of
colonialism, and ‘saw themselves in the revolutionary vanguard in Africa’ (Cliffe,
1972). But this was the exception, rather than the rule.

The ‘Afro-Marxists’ responded to the conceptual weaknesses of ‘African social-
ism’ by adding a dose of pragmatic geopolitical realism, as well as the ‘socialist
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classics’ of class difference, class struggle, and proletarian dictate. This ‘transitional
socialism’ (Okoko, 1987) was the link between African socialism and the much
more Soviet-oriented and orthodox Marxist-Leninist Afro-communism. The
latter bore all the hallmarks of Leninist communism, as practised in the former
USSR, and thus was a political-ideological import. Political-economic realities,
especially the lack of promised and expected economic development, and the
difficulty in establishing the idealised communitarian societies, had made such
direct policy transfer more acceptable than during the early years of more hope-
filled post-colonialism. Greater emphasis on coercion was considered the necessary
instrument to turn theory into reality. The other reason for this emphasis on
ideology was the realisation that economic and political dependency on the former
colonial masters, or international capital in general, effectively continued, and that
bolder steps needed to be taken to break that dependency. The Soviet model
appeared to offer that possibility, through greater reliance on a developed national
economy and mutual economic assistance among the communist states. Ulti-
mately, this resulted in a shift from a post-colonial ‘North—South’ perspective, with
pan-African ambitions, to a superpower-led ‘East-West’ perspective, embedded in
Cold War geopolitics. What the Afro-communists wanted was an outright alliance
with the Eastern bloc, as a bulwark against the capitalist world and its perceived
imperialist ambitions. But this entailed subscribing to another political hegemon.

Reviewing the situation in three Marxist states — Angola, Mozambique and
Ethiopia — in the mid-1980s, after roughly a decade of these states’ claim of
adherence to Marxist principles, Ottaway and Ottaway (1986) examined whether
Afro-communism was ‘good’ for them. Persistent shortages of food and other
essential goods, as well as continued power struggles between ethnic groups, were
suggesting otherwise, but then the situation was not that different from those
countries subscribing to western capitalism.

The effects of external pressures

By the late 1970s and early 1980s, the economic situation in Mozambique caused
the government to realise the need to engage with global, western capitalism, to
gain investment and bring the necessary drive for economic development, and
thus ‘mend its tattered economy’ (Saul, 1985a, p. 130). This confirmed a strong
dependency on external links — about 80 per cent of the country’s trade was with
the US and western Europe (ibid.) — highlighting the continued ‘neo-colonial’
dependencies, and challenging the political drive to socialism and independence.
As a sop to the socialist rhetoric and public imagineering of the country’s destiny;, it
was propagated that any foreign investment would have to further Mozambique’s
economic plan, guarantee the training of Mozambican workers, and generally be
socially conscious, ‘friendly’ and allow nationalisation at the end of a contract-
defined time (ibid.). Not surprisingly, foreign investment remained rather
unimpressed. To improve things, in 1983 (before the time of Gorbachev in the
Soviet Union), the Mozambican president toured western Europe to invite busi-
ness investment and seek military cooperation. Claiming a socialist political identity
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did, therefore, not at all preclude collaboration with the class enemy, if it promised
advantages for Mozambique. Such pragmatism, with obvious contradictions
between theory and practice, is fundamentally different from the much more
dogma-driven approach of the eastern European states. But this apparent
contradiction also embodied one of the main difficulties of this version of socialism
— the lack of a clear and consistent conceptual underpinning of its main claims and
the state organisation. But the country, like most other African ‘socialist’ countries,
felt that it had made a choice, rather than having had socialism imposed on it, as in
eastern Europe. This is why a Mozambican socialist party (FRELIMO) official
could claim, ‘It is our experience which led us towards Marxism—Leninism ...
We have, on the basis of our practice, drawn theoretical lessons’ (ibid., p. 136).
Theoretical arguments and reasoning of Marxism—Leninism thus tended to be
understood as an a posterior: organisation and rationalisation of practical policies
and requirements, often appearing more ‘muddling through’ than following
strategy.

But there was a second reason for the growing prominence of Marxist-Leninist
rhetoric, if not ideology, among African socialist states. The inherent centralism
and state-centred, bureaucracy-driven and administration-controlled form of
government suited many African governments seeking rationales to justify and
legitimise their usurpation of power. The Soviet rationale of Marxism—Leninism
offered that opportunity. Such countries were ‘rebranded’ as ‘Afro-communist’ by
analysts (Ottaway and Ottaway, 1986), or ‘Afro-Marxist’. Examples include the
‘People’s Republic of Congo’ (established by disaffected radical soldiers in 1968),
Somalia in 1970 (proclaiming itself as a ‘socialist state’), Dahomey in 1974 (renamed
the People’s Republic of Benin), and Ethiopia and Madagascar in 1976. Upper
Volta, renamed Burkina Faso, followed as recently as 1984.

The drawback of focusing on the maintenance of power and structures meant,
however, that Marxism—Leninism had lost most of its responsive, dynamic and
innovative nature, and instead, was essentially a ‘frozen Marxism’ (Saul, 1985a,
p- 139). Not surprisingly, terms like ‘democratic centralism’, ‘productive forces’
and ‘vanguard party’ point to the first and foremost fechnocratic understanding of
communism. The notion of a proletariat and ‘class struggle’ had little public
resonance. Nevertheless, imported sound bites and phrases were used, whether
they fitted the country’s circumstances or not. When the Soviet Union collapsed
and eastern Europe vehemently rejected ‘textbook Marxism—Leninism’, in Africa,
the ideological rug, albeit imported and an uncomfortable fit, was pulled from
underneath Afro-communism of whatever mould.

Opverall, the ideological and implementational eclecticism makes it difficult to
speak of one version of African socialism, or communism, as there are so many
interpretations. Nevertheless, two main waves of post-colonial claims to some form
of “socialism’ can be identified: ‘African socialism’, or ‘populist socialism’ (Young,
1980), in the 1960s and early 1970s, followed by a more ‘mainstream’ approach to
socialism in the Marxist—Leninist mould in the 1970s—80s, also referred to as ‘scien-
tific socialism’ (see Table 1.1 overview). Nevertheless, African leaders favoured
more ‘home-grown’ strategies and justifications for maintaining power, especially
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references to anti-colonial struggles. This reflected a ‘high degree of opportunism
among leadership groups, the low level of popular attachment to socialist ideas,
the weakness of state institutions, and the continued need for western economic
assistance’ (ibid, p. 10). As aresult, many of the first-wave African socialist countries
were swept away by military coups in the 1960s.

Often, the claim to Marxism—Leninism by the revolutionary party occurred only
slowly over the years, usually in response to growing economic problems and few
signs of developmental progress. But, although these countries adopted the official
‘socialist rhetoric’, in none of these instances did the USSR actually impose its form
of government upon them, contributing to the so different perception of the nature
of socialism/communism. And this led to very different outlooks on the value and
nature of post-communism.

Opverall, Ethiopia was perhaps the most committed, moving closest to the Soviet
model of Marxism—Leninism, while Angola and Mozambique kept a more visible
distance, and maintaining that closeness while also, driven by need, accepting US
food aid, albeit without further political ‘repayment’. By the mid-1980s, therefore,
one could conclude that ‘Afro-communism is still very much alive as an idea’ and as
an effort to establish Marxist-Leninist institutions (Ottaway and Ottaway, 1986),
albeit with distinct variations between countries in response to their particular
histories: societal-political factionalism in Angola, revolution-inspired popular
participation in political decisions in Mozambique, and a more state-centred
Marxist-Leninist approach in Ethiopia. Societally, circumstances varied, too.
While Ethiopia, with its large landless peasant group, came closest to the model of
a ‘mass proletariat’, in Mozambique and Angola peasants were much more likely
to own their own land. Their enthusiasm for communist-style cooperatives or
collectivisation was therefore rather muted, while meeting the end of communism
much more positively than Ethiopia. There, the regime had little immediate impact
on the economic opportunities of large parts of the landless population. Land
scarcity thus acted as an important facilitator in making Marxism—Leninism more
acceptable to the population. But, irrespective of the differences in implementation
and popular support, experiences since the mid-1970s had shown that Marxism—
Leninism did not offer any miracle cures for Africa’s political-economic weaknesses
and difficulties, and neither did capitalism. What it did seem to offer was a belief
that an alternative route to development was possible, even an African solution,
although, ultimately, this turned out to be more of an idealistic illusion than an
economic reality. The end of socialism as a credible alternative to capitalism, how-
ever, has removed that theoretical scope for an alternative route, whether embarked
on for genuinely idealistic reasons, or for pragmatic political expedience.

The legacy of African socialism and Afro-communism
for ‘African post-communist development’

The general conclusion from reviewing Afro-communism is that it is a rather more
superficially adopted form of communist state-societal organisation, compared
with the commitment and rigour applied to the ideology’s implementation in

172



AFRICANISM, MARXISM, POST-COLONIALISM

eastern Europe, the Soviet Union, or China, for instance. The official end of
communism in the main stalwarts of African Marxism—Leninism, in 1989-92, may
therefore be expected to have been much less dramatic in its political-economic
and governmental implications. This will be investigated in the following sections.

The flexible interpretation and implementation of doctrine and policy by the
leaders of the Marxist countries, in response to economic pressures, may well have
helped maintain these regimes until the end of Soviet communism. While main-
taining the official public rhetoric of Marxism—Leninism, underneath repeated
‘modifications’ usually meant a ‘watering down’ of Marxist principles, except in the
cases of the staunchest defenders of the Marxist-Leninist doctrine — Angola,
Ethiopia and Mozambique. In fact, Ethiopia seemed to become even more
dogmatic, vis-a-vis its economic problems, in the mid-1980s. Pressure for greater
orthodoxy, by leftist government factions, became a somewhat petulant response
to the obvious pressures for change, not least those emanating from the Soviet
Union itself. Political institution-building was a key agenda in the Marxist states,
but with varying results. While Ethiopia and Mozambique made progress, Angola
did not, resorting instead to greater dictatorial control, and the dogged imple-
mentation of (yet more) orthodox Leninist economic principles, such as forced
collectivisation and extended state control. The difficulty in building effective
political institutional structures, however, is not a particular problem of Marxist
regimes, although it appeared to be by far the most common shared experience
among all African countries, ‘communist’ or not, and reflects a wider difficulty with
statehood and state-building in Africa. Often, they were subjected to an array of ad
hoc, impromptu modifications and responses, increasingly obscuring the original
nature of ‘socialism’. The starting points for post-socialist/communist develop-
ments are thus equally diverse and unpredictable.

Another key particularity of African communism/socialism was its relative
political distance from the Soviet Union, and lack of cooperation within a
‘communist bloc’ within Africa. Distrust between more ‘hard-line’ communist
states and the more pragmatic ones, willing to deal with the ‘West’, if necessary,
made such cooperation unlikely. Thus, Ethiopia sought ever greater approximation
to the Soviet Union in its fierce anti-western sentiment. Angola and Mozambique
were much more integrated with the western economies, while maintaining a clear
distance from Moscow to allow enough scope for developing their own versions of
communism, rather than simply transplanting a ready-made model from Europe
(Ottaway, 1980). Their dependence on ‘western’ famine aid, which exceeded
that available from the Soviet Union, also created a sense of frustration and
embarrassment about this dependency on the ‘imperialist West” among the socialist
leaders. Thus, Mozambique, for instance, joined the World Bank and International
Monetary Fund in 1984, in the realisation that economic development support was
more likely to come from there, rather than from the Eastern bloc. Ethiopia, by
contrast, stood steadfastly by the Soviet Union, probably out of the realisation that
existing Soviet influence in the central African region (Horn of Africa) was offering
greater potential political-economic benefits than a collaboration with the US. But
all of the states, despite their ideological differences, sought superpower back-up
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militarily, to defend and support contested state identities and territories, and
spheres of regional influence.

Generally, by the mid-1980s, ‘Afro-communist’ (Ottaway and Ottaway, 1986)
regimes had become pragmatic, juggling internal economic and security problems,
and external dependencies, while often struggling to stay intact as states per se. By
that time, it had become obvious that ‘Marxism—Leninism was no more of a miracle
cure for Africa’s ills than other ideologies or remedies tried by African regimes or
prescribed by foreign agencies’ (ibid, p. 243). As a consequence, the collapse of
communism in Central and Eastern Europe and the Soviet Union was much less
of a symbolic act of liberation in Africa, than it was in Europe. African communism
had been more of a long-distance, non-ideological affair, rooted in post-colonial
world views, resentments and ambitions, and not class struggle and Sovietisation.
Both were never really imposed with the same rigour and ruthlessness as in eastern
Europe or the Soviet Union, and had a very different political and social-economic
context. And this, of course, meant that, consequently, post-communism has been
much less of a dramatic, epoch-marking development, than remembered in
Europe. ‘Muddling through’ and overcoming economic and political crises in an
ad hoc way has been the effective political agenda among African states, whether
‘communist’, ‘socialist’ or ‘western’.

The end of African communism — and choices
in development?

Developments in Africa since the end of the Cold War have been shaped by two
main factors: the end of politically motivated subsidies to friendly governments as
proxies for the two superpowers’ strife for geopolitical influence, and the growing
nsistence on the adherence to New Right policies propagated by the main sources
of aid, the international development and financial institutions (i.e. the IMF and
World Bank). Politically motivated support thus gave way to economic consider-
ations, often through rather technocratic procedures. Among these institutions, the
neo-liberal doctrine of development ruled supreme in the late 1980s, with the
Washington Consensus (see Chapter 3) of the mid-1980s offering the yardstick by
which national economies and related governmental policies were assessed. This is
similar to the political-economic pressures and appraisals applied to the former
communist states in Central and Eastern Europe and the former Soviet Union.
The end of the Cold War brought about a fundamental shift in the perceived
importance of Africa on the political agenda of the USA and post-Soviet Russia.
Strategic interests had changed, and the need to obtain a regime’s political-strategic
friendliness was no longer considered necessary. The Cold War competition for
Africa between the two superpowers had run its course, and the two superpowers’
respective client states had lost their bargaining power. The end to the bi-polar
Cold War geopolitics meant that they were no longer needed in the ideological and
geopolitical competition between two superpowers. As a result, Africa fell off the
geopolitical radar screen. Thus, existing assistance, mainly economic and military,
was steadily reduced, leaving those regimes without the revenue that had been
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crucial for their survival for some time. For instance, Zaire, Morocco, Ethiopia,
Somalia and Kenya had received favourable trading terms from the US as client
states (see Thomson, 2000). In terms of overall volume, the immediate financial
impact of US aid to Africa, for the continent as a whole, has been rather limited. It
was near the amount spent on Brazil alone (ibid.), but that money was concentrated
on a limited group of countries, those amenable to US policy. Reducing, or even
terminating, those support measures inevitably weakened the international and
domestic political standing of the relevant regimes, and their policy-making scope.
But ‘with the collapse of mentor regimes even the most obdurate of Afro-Marxist
governments could no longer hold out’ (Hughes, 1992, p. 18).

Not surprisingly, a number of former US clients lost power in the 1990s.
Growing global economic competitiveness made it increasingly difficult to offset
these lost incomes, and assistance came now with political conditions attached
(Thomson, 2000). There was no longer the need to tiptoe around the political
sensitivities of Africa’s leaders, and thus their likely allegiances. Authoritarianism
was no longer quietly tolerated, if the respective rulers declared their ‘right’
allegiances. Pressure mounted, instead, to push more ethical concerns, especially
democratisation. The general enthusiasm for regime change towards democratis-
ation and liberalisation, demonstrated with regard to the CEE and FSU countries,
was effectively extended to politics towards Africa. The new credo afforded by
western governments was that of good governance instead of good relationship,
and this underpinned the availability of assistance for African governments. Con-
tinued economic and financial dependencies, despite post-independence rhetoric
and ambitions, granted external political and economic interests an important
foothold in African politics and governance. The new political climate resulted in
some fundamental shifts in Africa’s political landscape, challenging authoritarian
rule and pushing for more democratic principles. For instance, in Zambia, Kenneth
Kaunda had to surrender his grip on power after nearly 30 years, when pressures
for democratisation made Zambia the first Anglophone country to topple its
government through democratic defeat.

Thus, 1991 also meant the end to an autocratic regime going under the banner
of socialism (Bates et al., 1998). The effect was a wave of democratisation, enabled
by weakened authoritarian governments in the aftermath of reduced international
financial and military support and thus their scope to dispense patronage. Instead
they imposed unpopular policies of economic restructuring and financial austerity.
These were the main pillars of the Structural Adjustment Programmes imposed on
African countries by the World Bank and the IMF, in return for alleviating a
mounting pile of debt. But despite the new, economy-driven rationality, political
considerations remained never far away. Thus, for instance, the French government
continued to extend selective financial aid, and western governments chose to
ignore the abandonment of democratic processes in Algeria in 1991, because this
meant containing the rise of Islamists to power (see Thomson, 2000).

This continued external interference with the politics of supposedly autonomous
states raises questions about their genuine degree of autonomy. Furthermore, it
reinforces the ruling elites’ hold on power, because they can use these connections
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to their advantage. The states, thus, were inherently undemocratically elitist, with
a weak civil society and weak autonomy. This questions their actual statehood, as
seen both externally and internally. Internally, the regimes coming, from the 1980s
sought legitimacy within their own societies, either through bribing an electorate
with politically motivated hand-outs, or by ideological justifications. Tighter finan-
cial conditions meant that the bribing approach was increasingly difficult to apply,
and with it the attempt to claim and sustain political control over a territory.

As aresult of the relative, and visible, political weakness of many African states,
some observers see these states as devoid of the crucial ingredients of statehood,
reducing them to quast states (Jackson, 1990). These states depended on external
approval and subsequent support to be able to maintain control, and Cold War
politics meant that the interests of African regimes, and those of the superpowers
and former colonial rulers, converged, be it under the banner of socialism or of
democratisation. But the end of the Cold War removed the basis for shared interests,
and with it the system of political patronage. New political priorities afforded by the
western-controlled donors exercised pressures on the existing regimes, ultimately
leading to their succumbing to internal challenges and political reform in the 1990s.
In effect, with the New World Order, civil society joined state elites in becoming a
beneficiary of the attentions of external interests (Thomson, 2000). Increasingly,
donors bypassed existing state elites (who were no longer useful) and addressed civil
society directly, while claiming the moral high ground and following missionary
ambitions of promoting western-style democracy. This includes funding pro-
grammes for voter education on the principles of democracy in practice. The
outcome has been a shift in the power and control of state governments, from
regimes depending on external support for their hold on power, to governments
drawing on domestic support. But economic realities undermined the democra-
tisation ideal, as the main global financial institutions intervened with national
economic and monetary policy to have their neo-liberalist views implemented.

It is at this point that interesting parallels emerge with the post-1990 transition
process in Central and Eastern Europe. Similarly to most of communist eastern
Europe, Africa was suffering from a crippling debt mountain, undermining the
provision of public services and, incidentally, the principles of good governance
that western governments have been claiming to support (ibid.). Structural
Adjustment, similar to the post-socialist doctrine in eastern Europe, was the ‘magic
word’, and liberalisation, democratisation and marketisation the equally repeated
mantra. This involved free markets, a minimal state, and market-driven provision
of public services, as well as a purely microeconomically assessed value and
efficiency (and thus viability) of state enterprises. These changes, as in the CEE
countries, were deemed to be the solution to the continent’s economic (and sub-
sequently social and political) problems, generating economic development and
growing affluence, which would filter down to benefit everyone. The main difficulty
with this new, externally defined political agenda was that it undermined the
political status quo in Africa, and the well-established practices of governance.
The state’s historically central, all-important institutional role in providing
services, jobs, opportunities, help and patronage, as a legacy of colonial practices of
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administration and control, was being challenged. And there was little difference
between declared socialist/communist and capitalist states.

With such an overbearing state, client-patron interdependencies provided the
social ‘glue’ holding together the state-societal arrangements. Structural adjustment
policies, however, sought to remove just this very arrangement, by weakening the
state’s authority and ability to offer patronage in return for allegiance. Instead,
established certainties in public life and social interdependencies were removed,
leading to political instability with all its various implications, such as public strikes,
ethnic tensions, and even riots. Weak multi-ethnic states, just as in Central and
Eastern Europe, permitted new social, ethnic and economic divisions to emerge,
often threatening to challenge a state’s territoriality. Specific African problems
included serious food shortages, a legacy of ineffective policies, and particular
social mechanisms. But with tight fiscal control imposed on states, their scope for
devising nationally responsive policies was seriously reduced. Effectively, decisions
of public policy now had to be made in consultation with IFI (international finan-
cial institution) officials back in Washington, DC (ibid.), and this included, in
particular, the rolling back of the state and, by presumed, idealised implication, the
rolling out of civil society. Reality, however, proved to be much more complex and
unpredictable.

The outcome has been an emergence of different types of regimes, such as
administrative-hegemonic, pluralist, party-centralist, personal-coercive, or popu-
list (Chazan et al., 1999). Socialist countries adopted regimes with administrative
hegemony (African socialism period) and party centralism (African communist
period), or scientific socialism. Administrative hegemonic regimes were established
in the early 1960s, and were thus shaped by the immediate legacy of colonial
administrative practice, and the then idealistic enthusiasm for moving towards a
brave new world of an autonomous Africa and communitarian societies. Although
centralised, key groups in society are consulted to maintain the integrity of the state.
The upshot of this is a propensity for bargaining, both internally and externally,
and this ability has contributed to these states’ relative longevity (ibid.).

Party-centred regimes are quite distinct arrangements. There is extensive central
control, with the unitary (communist) party apparatus above the administrative
structures, often with an influential role for the military. Although the executive
remained important, the unitary party’s importance was paramount, encompassing
all public life, and following a small elite agenda (see also Chapter 2). This system
was more susceptible to personality-based changes in power structures and
arrangements, and was thus inherently more volatile, than the more bureaucratic,
civil-service-based model with its lesser single-party dominance. Indeed, following
the collapse of the Soviet Union, the communist party state has disappeared from
the African landscape (ibid.), giving way to a variety of modifications of the state—
government—people relationship.

The collapse of socialism/communism in the Eastern bloc brought with it a
rapid loss of the values and political currency attached to this perceived alternative
path of development to western (market) domination, which resembled colonial
history too closely. The response to this varies from initiating reform programmes
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towards a western-style market economy (encouraged now by western donors), as
in Benin, Angola and Mozambique, to military coups and the establishment of an
authoritarian regime, albeit without the label ‘socialist/communist’, as in Burkina
Faso or Ethiopia. This diversity makes it difficult to draw comparisons, as Allen
(1992) points out, not only because of their varying circumstances, but also, and
especially, because of the fundamentally unequal interpretations and implemen-
tations of ‘socialism’. It is therefore difficult to compare like with like, and resorting
to comparisons of structure, rather of than policy or ideology, may be the only
realistic option

Many of the changes in Africa were obviously connected to the demise of the
Soviet Union and its sphere of influence, but the disengagement and re-definition
of its relationship with Africa, and its interpretation and application of ‘socialism’,
had begun several years earlier. During the 1960s and early 1970s, Cold War
politics meant that strategic military and competitive considerations were para-
mount, with economic concerns of lesser importance, leaving little scope for choosing
client states (Light, 1992). But changes had begun under Gorbachev’s reform
policies, realising that the attempted global reach by the Soviet Union was
economically unsustainable, as too many subsidies and other economic support
measures had to be offered to the socialist/communist client states. Instead, cost-
effectiveness became part of policy evaluation. The end of the Cold War and the
dispute with China about the ‘correct’ implementation of Marxism—Leninism,
meant that Africa seemed much less ‘useful’, effectively accelerating the with-
drawal.

Examples of post-socialist development:
authoritarianism, socialism and communism

Ghana is an interesting example of the waning scope for dirgiste governments
under a socialist banner. It also reflects the evident failure of the rather simplistic
developmental models of the 1950s and early 1960s, with their ‘big push’ and
import substitution policies (Young, 1980). In Ghana, a centrally led, controlled
economic development was propagated as the way forward to overcome structural
dependencies in a western economic system. Successful economic development
was considered the key to overcoming the problems of underdevelopment
(poverty, ill-health, etc.). As discussed above, in the 1960s, most newly independent
countries emphasised their ‘Africanness’ in policies to mark the end of colonial
dependency. ‘Together, Pan-Africanism and socialism would coalesce into a
progressive ideology for building a new Africa. The new political system had to be
“scientifically” formulated and vigorously propagated’ (Haynes, 1992, pp. 41-62).
After just a few years, in 1966, the initial African socialist government, with its
unclear socialist policies, was overthrown by a military coup. Although the military
government continued to pay lip service to socialism, market forces, and personal
ambition and prosperity, were the main political driving forces. Another military
coup, in 1981, brought about the slow, gradual abandonment of socialism, even as
a rhetorical reference point in politics. In effect, the new government consisted of
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two competing groups, advocating socialist and liberal market policies respectively.
Nevertheless, western-style democratisation was considered unsuitable for
Ghanaian conditions by the political elite, and they thus adopted the Libyan
approach of a “Third Theory’ of a ‘state of the masses’, without much in the way of
ideological or philosophical underpinnings. This “Third Theory’ was meant to
offer a middle way between socialist and capitalist approaches.

As part of these changes, the late 1980s brought decentralisation policies,
emphasising sub-national government by establishing 110 directly elected District
Assemblies. Still, there was no genuine competitive party politics, with those in
power claiming leadership as their natural right. The end of the Soviet Union,
however, weakened their claim to power as part of historic determinism, because
they depended on Eastern bloc economic and political support. Instead, pressure
mounted for the introduction of competitive politics and democratisation. Overall,
during the 1980s, Ghana saw fundamental political changes. Beginning the decade
as a socialist-oriented country, the state evolved over time into a ‘developmentalist’
system, with a focus on the local level and non-party development. This included
attempts at rolling back the system of patronage. Evident economic improvement
supported the rationale and public acceptance of the new system.

Burkina Faso (or Upper Volta until 1980) is another example of a stop-go process
of post-colonial development, with phases of military dictatorships alternating with
more democratically oriented periods. Until 1980, the then Upper Volta had
managed to avoid authoritarianism, which had otherwise become an integral part
of post-colonial development across Africa. But in 1980 it, too, succumbed to the
almost standard process of an authoritarian coup by the military, and subsequent
disbandment of any democratic principles as an ‘act of emergency’ to protect the
state (Otayek, 1992). Until 1987, they controlled the state as a self-proclaimed
‘revolutionary’ regime with a Marxist label, when it was violently displaced by
another military coup for a more democratically minded movement, the Front
Populaire (ibid., p. 83). This process began the shift towards a multi-party demo-
cratic regime, by first dropping any reference towards Marxism—Leninism, and
then establishing a liberal constitution and presidential elections, in 1991. There
was thus a steady shift from authoritarianism to a democratic regime, a process
driven from ‘within’ rather than imposed from the outside as, for example, a
condition of a financial aid package.

External events, especially the collapse of the Eastern bloc, of course, helped the
democratisation process along, but they did not kick-start it. ‘Democratic opening’
was a central theme in the Popular Front’s claim to power in 1987, largely on the
back of worsening economic conditions, as in many other African countries. The
evidently growing loss in credibility of Marxist propaganda contributed to the
weakening of the incumbent government, and helped a military coup with a more
democratic agenda, a rare combination in any case. Subsequently, ‘opening’
became the new buzzword summarising the new political agenda and climate. This
included combining ‘democratic’ and ‘revolutionary’ as political programmatic
paradigms. Popular measures, such as widening and supporting the public sector,
and cooperating with the trade unions, brought about political support for the new
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regime, together with a general enthusiasm for change after the end of the nominally
Marxist regime.

The sense of change and participation in the country’s affairs, albeit initially
merely at a more limited level, was one important driver in bringing about support
for the new regime. The other was the political context, with the revolutionary
regime of the 1980s in deep organisational trouble, undermined by internal divi-
sions about the ‘right’ political and ideological path. Initially, the post-1987 regime
continued the authoritarian approach, albeit less confrontational, co-opting the
various parts of civil society. ‘Democratic opening’ thus was more about bringing
together different parts of society (and their respective interests), especially the
urban elite and the civil service, rather than establishing a democratic process per se.
This only gradually evolved, driven along by the events in eastern Europe.

Improving the lethargic economy was the main focus of policies, not least because
success here would offer a broad legitimation for the government’s claim to power,
but the difficulty was the ambiguity of policies, torn between the Marxist tradition
of state-driven dirigisme, and the need to open up to global trade and adopt a more
‘market-led’ approach. The gradual shift was also possible because the economy
was in far less difficulty than in many other African countries (see Mohiddin, 1981,
p- 89). The negotiations with the IMF, in 1989, were thus against a background not
of chaos, but of managed change. Not surprisingly, the IMF ordered its usual
medicine of neo-liberal policies: stabilising public expenditure, liberalisation, and
negotiated investment priorities. The required changes, however, set in train a
process of democratisation and ‘opening-up’ that went far beyond the originally
more limited objective of combining ‘market” and ‘plan’. The IMI’s imperatives
and a general weakening of the Marxists’ case, vis-d-vis the events in eastern Europe,
ultimately resulted in a democratic government, in 1991.

The two key factors underpinning this process were, first, as an external factor,
the collapse of the Marxist model of state governance in the Soviet Union, and,
secondly, the domestic process of political challengers being able to infiltrate the
state machinery and direct it in its favour. But rather than idealistic arguments
for the virtues of democracies, it was economic improvement that proved to be
the main ‘selling point’ for any political changes, including democratisation. ‘In
Burkina Faso, as elsewhere in Africa, the population is waiting for democracy to
prove itself superior to authoritarianism, especially bringing improved economic
and social well-being. In other words, there can be no democracy without
development’ (Ottaway and Ottaway, 1986, p. 100). And this link is not unlike that
observed elsewhere. Anything else would be ‘subsistence democracy’ (ibid.). This,
however, is a formidable challenge, because liberalisation, as evident from other
post-authoritarian (socialist) states, can trigger substantial economic costs through
restructuring and ‘adjustment’, and lead to considerable divisions in society between
those that benefit from the changes and those that do not.

Ethiopia is one of the few states in Africa that followed a more genuine Marxist—
Leninist approach, resembling, in some ways, the ‘actually existing’ socialism of
eastern Europe. Established in 1974, at the end of the revolution ending colonialism,
it lasted until 1991, when it gave way to new democratic movements and market
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principles in the economy. Until then, ‘the seriousness with which this [Marxism—
Leninism] was pursued by government and opposition alike, indicates that we are
dealing not merely with a pragmatic response to the needs of a Soviet alliance, or
cosmetic “Marxism—Leninism”, but with an ideology perceived as having a real
application to local conditions’ (Clapham, 1992, p. 106). Ethiopia was more
genuinely committed to the idea of Marxism, because the doctrine resonated with
the particular conditions in the country. It ‘offered — or at any rate appeared to offer
— an extremely attractive set of integrated solutions to the problems that Ethiopia
faced in the early 1970s. In many ways, indeed, both the problems and the apparent
solutions mirrored those of early twentieth-century Russia’ (ibid.). At the same
time, it offered a ‘doctrine of revolution’ (ibid, p. 101), a notion of a progressive
ideal that challenges the status quo, that is post-colonial status, and offers an
alternative (better) future. The precise details and philosophical and economic
reasoning were of lesser importance. It was the projected image of socialism (and
Marxism) as the challenger to capitalism and, by extension, colonialism, that, as in
other African socialist countries, resonated with the population.

Marxism also offered a ‘doctrine of development’, which involved the masses,
however defined, and allowed the people to see themselves as participating in the
country’s development. The third factor, following the Soviet Union’s example
and ideological paradigm, was the emphasis on multi-ethnic nation building,
something of particular importance and concern in Africa. Creating a national or
regional identity out of a group of different ethnic cultures, seemed a very positive
quality of Marxism. The fourth attraction of Marxism—Leninism was, emphasising
on the Leninist tradition, the strong role attributed to the state. A strong state was
attractive to those seeking assertiveness and control, especially the military groups
who had been important players in de-colonisation. Centralisation, hierarchies
and lines of command are to their liking. Marxism—Leninism thus seemed to offer
a powerful state with an even distribution of resources among the population.

Not surprisingly, therefore, Ethiopia made a serious attempt at installing a truly
Marxist—Leninist state, modelled on the Soviet Union. The enthusiasm for this
approach included ideology rather than pragmatism driving economic development
decisions, such as the villagisation programme of 1985 onwards. This programme
set out to forcefully relocate a dispersed (living) rural population into new
cooperative, centralised villages as agricultural production centres. There, among
other things, people could more easily be monitored and controlled. Parallels to the
Soviet kolkhoz system become evident. The fifth perceived advantage of Marxism—
Leninism was its international connectivity to one of the two superpowers, and
economic and military support from there. Many Ethiopians resented the USA’s
support for emperor Haile Selassie prior to the revolution. External mentorship
also provided important back-up and credibility in the continuous internal struggle
in Africa to connect territory to ethnic identities.

The socialist project in Ethiopia eventually was overtaken by events in the later
1980s. While some of the goals, like creating a strong state and providing a
revolutionary agenda, had been achieved, the other goals, especially economic
development, had not. It was this fact, particularly the economic difficulties, that, in
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the end, had shown the weaknesses of the Marxist-Leninist model of development.
This disappointment was exacerbated by the unpopular villagisation programme,
which was forced on people for ideological, rather than economic, reasons, and
alienated most. The outcome was production losses, which, in turn, in good socialist
tradition, were blamed on inadequate levels of socialisation and commitment,
leading to just more of the same medicine.

The loss in popularity of the socialist model became apparent towards the end.
When, in 1990, Ethiopia’s president, Mengistu, announced the abandonment of
socialism, the laboriously constructed, but vehemently resented, cooperative farms
disappeared virtually over night, as peasants helped themselves to anything they
could carry away, and set up their individual farms again. The collapse of the
system in Ethiopia, at that particular time, was mainly coincidental to the collapse
of communism elsewhere, as Clapham (1992, p. 116) points out. The main reasons
for this timing were the loss of arms and state control to separatist factions (Eritrea),
seeking to wrestle control of the territory from the government. Coincidentally, the
challengers also subscribed to the Marxist ideology, and their political ambitions
succeeded. But most of these leaders had no conceptual understanding of Marxism,
and used it more as a convenient strategy or label simply to gain power. Crucially,
however, the public had become tired of dirigiste socialism, especially after the
villagisation programme, which had seriously undermined the government’s claim
to power. A shift towards promoting private enterprise almost certainly contra-
dicted the principle of state socialist centralism.

The most challenging change concerns the status of minorities. ‘Whereas under
the socialist system the formal recognition of nationalities was in principle balanced,
and in practice totally subordinated, by a centralized hierarchy of political organiz-
ation, economic management and military control, in the post-socialist era the
nationalities are left on their own’ (ibid., p. 124). The implications of that have
become all too apparent in the break-up of the former Yugoslavia, for instance, and
continue to affect the relationships between the countries of the FSU. It is in this
respect that Ethiopia shows some interesting, if rare, parallels with developments in
Europe. Most other conditions and factors are very different between the two
continents, but Ethiopia is also quite unique in an African context, because of its
quite strict adherence to a purer form of Marxism—Leninism when compared with
other African post-colonial states. ‘In each case, socialism served most basically as
an 1deology of state consolidation, which could draw on an existing tradition of
statchood ... , but it proved lamentably ineffective, either at developing the
economy, or at creating a common sense of identity among the peoples within its
borders’ (ibid.).

Communism, urban development and after...

Urban areas, like elsewhere (see e.g. Chapters 5 and 6), have developed their
own dynamics within the national framework of communist and post-communist
development. This includes their relative economic advantages, which attract both
migrants from the rural parts, and any outside investors who prefer the wider range
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of opportunities in urban areas, preferably the national capital. With the threat of a
potentially much increased developmental gap between ‘urban’ and ‘rural’,
governments introduced control systems to maintain the necessary levels of rural
population, the main instrument of control being access to land for building and
housing. Such regulation, of course, only works through adherence to official
permits and restrictions, but fails to become effective if bypassed through illegal
building activity, a self-help phenomenon widespread in developing countries
(Jenkins, 2001). Ethiopia is one of the world’s least urbanised countries, with a mere
15 per cent estimated to live in urban areas (Woube and Sjéberg, 1999), although
there have been higher increases in growth rates than in most other African states
between the 1960s and the communist revolution of 1974 (Kloos and Adugna,
1989). Afterwards, urbanisation had slowed down, not just because of state control,
but also because of deteriorating economic conditions, making cities appear less
attractive for rural migrants, who instead preferred to stay within the network of
kinship support within their home villages. This situation changed in the late
1980s/early 1990s, when communist rule weakened, and, subsequently, a large
influx of a migrant population pushed the urban population figures up consider-
ably. This development effectively reversed attempts under the socialist system,
since 1974, to limit rural-urban migration — although their effectiveness is unclear
(Woube and Sjoberg, 1999).

The main mechanism of control was urban-rural land reform, to make staying
in the rural areas more attractive, while imposing stricter controls on the urban
housing market, although the latter’s effectiveness is also unclear (ibid.). Rent
controls were another means of raising the barrier for potential migrants. Yet the
availability of subsidised urban housing (if limited in numbers), price-controlled
food and generally deteriorating rural conditions all combined to maintain cities as
potentially attractive destinations for rural migrants. It thus took more regulative
measures to ‘stem the tide’: identity cards, household registration books, and
associated mechanisms of control were put in place, such as the establishment of
kebele.

The kebele are local communities of about 300-500 households at the sub-local
level, and sat at the bottom rung of the strictly hierarchically organised state
administration under Marxism—Leninism. The line of command went from the
top, right down to these local groups, which also served as the ‘eyes and ears’ of
central government, and thus represented a typical form of control employed by
communist regimes. This included keeping detailed registers of inhabitants and
their houses. Society had thus effectively been centralised, although the communes
may have been seen as a sign of devolution, but records were not always kept up to
date. One of the main reasons for the limited availability of land for development
had been the outlawing of any transfer of property rights through sale, rent,
inheritance, and so forth. As a result, the property market collapsed and neither
residents nor (former) owners had an interest in maintaining their property. As
elsewhere with communist systems, state provision faced a number of difficulties,
especially limited capacity and, with continuously growing demand, increasing
shortages. Demand increased, despite attempts at limiting migration from rural
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to urban areas through formal regulation. Housing shortages were thus pre-
programmed. In any case, obtaining access to land and housing required proper
registration with the designated locality. The aim to limit urbanisation reflects an
inherent hostility of communist ideology to cities, because of their close association
with the bourgeois class. This rejection contributed to a lower degree of urbanisa-
tion, also referred to as ‘under-urbanisation’ (Murray and Szelenyi, 1984), and it
had become a hallmark of communist regimes, largely irrespective of a country’s
stage in development.

But there are also particular national features in the shaping of communist urban
policy, as Murray and Szelenyi (1984) argue. Control mechanisms put in place
by the communist state, and carried on thereafter, do not seem to have been very
effective. One of the main reasons for this rests in the particular nature of socialism/
communism (see also ibid., p. 41). With bureaucrats trying to regulate and plan
all aspects of life, a tired and disillusioned population tries, in imaginative ways,
to bypass and overcome this dirigisme, pursuing their own personal goals and
overcoming endemic shortages. Effectively, therefore, socialism (or communism)
encourages individual strategies. Outcomes of state managerialism have been
inflated migration figures, to obtain higher block grant allocations (based on head
counts), and, second, an expansion of the informal land and property market — in
open defiance of the state. This was possible because representatives of the local
level of administration (kebele level) tolerated such manipulation of the truth, as it
boosted the locality’s and thus their standing.

This shows some parallels to the measures employed by the Chinese government,
but there, as in Ethiopia, migrants responded by seeking to circumvent such
obstacles put in their way, and resorted to informal ways of obtaining land and
homes on the edge of the cities. The political challenge for the government has
been to provide these illegally residing urban poor with formally approved land
plots within the city, but limited administrative capacity meant a continued gap
between demand and supply. For instance, Maputo’s land cadastre had not been
updated between 1985 and 2000, thus effectively failing to provide legally secured
land parcels for existing and new dwellers, leaving land development without
permit and legal status the only de facto option (Jenkins, 2001). Consequently, there
was no consistent provision of land for low-income groups, making their move from
informal ‘shanty town’ settler to legalised urban resident very difficult. Jenkins
(2001) blames this situation, which has remained unchanged throughout the 1990s,
on a combination of lack of adequate legislation, weak institutional capacity,
inadequate policy instruments, and a generally limited interest in taking initiatives
to alleviate the problems. Instead, the limited availability of officially ‘approved’
land opens the gates for speculation and bribery. Nevertheless, an embryonic land
market is emerging, with officials in a strong supplier position (ibid.) and, not
surprisingly, land developers, who are among the main beneficiaries of this supply-
led market, in a politically influential position. But their interest is in the middle and
upper end of the market, not the needs of the urban poor on their informally
acquired, and illegal, plots of land. Other agencies are necessary here, outside the
traditional state machinery, as part of a ‘horizontal’ civil society (ibid., p. 645), that
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is essentially an emerging broader urban governance structure. But the details of
such developments are still unclear, as a local state is still in the process of finding
its feet and role within the state hierarchy. How far ‘inherited’ communitarian
arrangements, such as the kebele, may serve as ‘cells’ for an emerging local civil
soclety, is not yet quite clear.

Summary and conclusions: African communism,
pragmatism and after

Africa’s experience with communism and subsequent post-communism has had
quite unique characteristics based on the combination of overlapping ideologies,
idealisms, legacies and realities. The experiences with colonialism and its out-
comes, especially state administrative structures, territorial arrangements and
national ambitions of autonomy, have had a major impact on the response to, and
adoption of, communist ideology and its practical implementation. Particularly, in
the early years after the end of colonial rule, strongly idealised perceptions of
African identity and history prevailed in connection with the move towards inde-
pendence, including the related struggle itself. African socialism was portrayed as a
natural fusion of the Europe-derived ideology of Marxist socialism, and the pre-
colonial African tradition of communitarian village life. Drawing this link served to
legitimise the adoption of socialist principles for the new states as part of a process
of Africanisation, despite the obvious origin of the concept in (colonialist) Europe.
Failure to achieve promised successes, especially in quality of life, ‘on the ground’,
undermined the credibility of this idealistic concept of African socialism, giving
way to more radical, second-generation leaders and their widespread autocratic
ambitions. The strongly centralised, highly autocratic system of Leninist-style
communism appealed to them as a more pragmatic, realistic means of exercising
power and controlling national development. This shift to African communism
had the added advantage of visibly inviting Soviet support. As part of the competi-
tion between the two superpowers for influence in Africa, the Soviet Union was
interested in encouraging and supporting fledgling communist states, if for nothing
else than propagandist reasons to demonstrate the spread of communist ideology.
The pragmatic use of the label ‘communist’ aimed at attracting Soviet development
aid, while also serving as a convenient justification for running an authoritarian
one-party state. The spectacular collapse of the European communist regimes, and
the termination of the Soviet Union, removed both pragmatic reasons for main-
taining the label ‘communist’; in fact, they turned into a detriment.

With only one superpower left, and liberal marketisation and democratisation
the only available options for obtaining development assistance at the international
institutional level, abandoning references to communism were opportune. In
addition, the obvious failure of the system in the Soviet Union itself had severely
undermined its credibility as a likely road to economic improvments among the
African population (as elsewhere). Post-communism in Africa has thus been at a
much lower key than in Europe, as it had not developed a deeper ideological
resonance with the population — it had been in place for merely a decade or two.
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There were thus only a limited amount of structural legacies, especially in the
economic sector. So much of their fundamental structural characteristics did those
countries share with their ‘non-communist” counterparts as to make them almost
indistinguishable. Only Angola, Mozambique and Ethiopia maintain more visible
post-communist features, as communism there was implemented more rigorously
and consistently according to the European model. Consequently, Africa is much
less evidently shaped by the effects of post-communist transition, which are easily
overshadowed by the general challenges of development and competitiveness in a
globalised world.
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LATIN TRADITION, EUROPEAN
MARXIST DOCTRINE AND
MARKET FORCES

Communism and after in Cuba

Introduction: towards a ‘revolutionary socialism’

Socialism as a state regime in Latin America, has, as in Africa, been shaped by its
colonial legacy, albeit of an earlier period, but much more by the immediate
hegemonic effect of the United States’ political and economic strategies aimed at its
perceived ‘backyard’, Latin America. This made it particularly difficult for ‘revo-
lutionary’ socialist regimes to establish a functioning state, as they had to overcome
not only the inherent contradictions and flaws of the principles of Marxism—
Leninism as regime-operating principles, but also active countermeasures by the
US to prevent ‘Moscow’ from taking a foothold in the Americas. Ideology and
political antagonisms during the Cold War were such that any political movement
‘to the left’ was considered a potential Trojan Horse for Sovietism’s global ambitions
(McCaughan, 1997), and if just outside the United State’s territory, this was seen as
political-ideological teasing, as illustrated by US responses to the Nicaraguan
Sandinista revolution, for instance (Weber, 1981; Smith, 1993).

The internationalisation of the Nicaraguan experiment with socialism stood
against the background of the Cold War, and thus local political events became part
of the global competition between the two superpowers, even if more imagined than
real. In the case of Nicaragua, the Soviet bloc had very limited interest in getting
politically involved, and since the end of European communism, Latin America has
been handed back by the western Europeans to the US as their ‘natural’ sphere of
influence (Smith, 1993). The Sandinista government itself sought to keep its distance
from the Soviet bloc to not unduly alarm Washington policy makers. For instance,
they sought to buy their military equipment from western rather than communist
bloc sources (Walker, 2003). Some commentators, like Ruccio (1987), even question
the degree to which Nicaragua actually was ‘socialist’, given the relatively weak
position of the state, especially as a centre of accumulation. The strong, continued
external economic influences undermined the state’s capacity to control national
economic and political developments, quite unlike Cuba.

The Cuban Missile Crisis at the beginning of the 1960s was the pinnacle of this
competitive posturing. Cuba, just off the United States’ territory, has since its 1959
revolution been stuck between the ideological fronts of ‘East’ and ‘West’. At the
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same time, Guba also sought to shift towards a more independent post-colonial
existence, while rooted in the Latin American tradition of the strong role of the
military and ‘strongmen’. The country thus sat on the intersection between North—
South and East-West political-economic paradigms and realities. This has shaped
its identity, politics and development over the last nearly 50 years, leading to its
particular status as ‘icon’ or ‘obstacle’, depending on one’s political view. A few
other Latin American countries sought to follow a revolutionary ‘socialist’ path of
development in the 1960s and 1970s, too, with Chile, Nicaragua and El Salvador
gaining particular international attention (Midlarsky and Roberts, 1985; Corr,
1995; Skidmore and Smith 2001). Apart from Cuba, none of the ‘revolutionary
socialist’ systems has survived both the inherent system-specific difficulties and
substantial external interferences with domestic regime building.

All this has had implications for politics and the nature of the regimes following
the end of these attempts at creating a particular Latin American form of socialism,
which could, perhaps, be described as ‘revolutionary socialism’ or ‘revolutionary
communism’ respectively, i.e. a combination of an ideology rooted in European
industrial society and Latin American post-colonial political traditions and societal
structures. It is against this background that this chapter will explore the nature of
these regimes and the effects of the end of the Cold War and the Soviet Union as
pivot of the communist world on their development. Particular attention will be
placed on Cuba as the most prominent example of a communist regime in Latin
America, which continues to operate, albeit with distinct signs of adjustment to the
changed global political and economic conditions after 1991. Its ‘special status’
revolves around its attempts to follow an alternative path of post-Soviet development
to that prescribed by the ‘westernisation’ of almost all countries whose regimes had
subscribed to Marxist-Leninist doctrine. While the huge size of China may give it
the scope to pursue its own political-economic strategy, Cuba is a much less likely
candidate for pursuing an alternative strategy. Are there specific Latin American,
or Cuban, features that may help explain a ‘Cuban path of post-communist
transformation’ (Centeno, 2004)?

Hoffmann (2001) refers to Cuba’s ‘double identity’ as Latin American and
socialist in nature, thus sitting at the interface between ‘transition’ research and
‘transformation’ research. While the former, in his eyes, focuses on the ‘two waves’
of democratisation processes in Latin America and southern Europe in the late
1970s and early 1980s, the latter engaged with the post-communist changes in
Eastern Europe and its ‘dilemma of simultaneity’ (Offe, 1994). Cuba’s ‘double
identity’ means that it ‘differs from the transitions in Latin America in that the
political and national questions are posed simultaneously and are tightly connected
to each other’ (Hoffmann, 2001, p. 2), and it also differs from the Eurocentric
paradigm of post-communist transformation. Centeno (2004) points to several key
features of Latin American statehood and development that, as distinct legacies,
shape Cuba’s further development. These legacies include not only poverty and
political instability, caused by weak states and frustrated attempts at democracy,
but also military intervention and, especially, US interference. It has been the
exception from these that has marked Cuba’s development under the banner of
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Fidel Castro’s version of ‘socialism’, or ‘Castroism’. Under this, Cuba has retained
its exceptional position among its Latin American peers since the collapse of
Soviet-sponsored communism in 1990/1. But the strong dependence of Cuba’s
status on the personality of Fidel Castro raises questions about Cuba’s continued
ability to steer its own path of transformation after his demise, rather than joining
the generally observed Latin American ‘standard’ of statehood. This includes, in
particular, a re-emergence of strong social and economic inequalities, symbolised
by a ‘dollar apartheid’ (ibid.) as the most visible sign of the introduction of a dual
economy — dividing those with and those without access to the US dollar. For some
years, there have been clear signs that Cuba’s communist regime is shifting from
Castro’s version of Marxism—Leninism towards something else — something not yet
very clear (Radu, 1995). What is clear, however, is a recently significant reduction
in references to ‘socialism’ or ‘communism’ and, instead, more emphasis on
national perspectives, including a ‘Cuban way’, however vague in its concept.

Duallegacy: Latin post-colonialism and
European Sovietism

Latin America’s and, especially, Cuba’s, adoption of communism, and subsequent
developments, draw on two main traditions — those of Latin American post-colonial
societal-cultural legacies and economic dependencies, and those of Eurocentric
Marxism—Leninism. In principle, this is not dissimilar to the background to African
socialism, where, too, the relative influence of the two strands varied between
countries, and over time. Given the direct linkages to the Soviet Union, Cuba
became part of Eurocentric post-communist discourse and analysis. As a result,
Cuba’s development of communism happened against a very different background
to that in other Latin American states, leading to a particularly close and tight inter-
connection between the questions of national identity and the dominant political
discourse (Hoffmann, 2001). But it is also different from the Eurocentric paradigm
of post-communist transformation and, especially, its main causes.

There has, more recently, been a stronger influx of Latin American culture
and history, including the authoritarian (military) component. In addition, external
factors encourage a sense of national togetherness and resolve, especially vis-d-vis a
hostile US foreign policy towards the island state. The Cuban government has
utilised this national resolve as a trump card, by cloaking itself in the rhetoric and
sense of nationalism. Thus, very much in contrast to true Marxism, both socialism
and nationalism were merged into a particular image of statehood, and the
communist government projects itself as the vanguard of defending national
independence. Effectively, the particular mix of ideologies straddles two historic
trajectories — that of a post-colonial Third World country, and that of communist
Second World (European) countries. “This double identity still marks the political,
economic and social structure of the country’ (ibid., p. 3).

Cuba brings together key features of the different qualities of ‘communism’ and
‘post-communism’ in Europe and Africa, and, going by its more recent policies, in
China too. But Cuba is not just an incidental amalgamation of the different tradi-
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tions of actually existing communism. It actively developed its own interpretations
and applications, fusing Latin American post-colonial traditions of governance
with a European developmental ideal of the industrial age. The outcome of this
fusion 1s the Cluba-typical combination of nationalism with socialism (Pollis, 1981).
While the re-interpretation of Marxism from a post-colonial perspective per se has
not been a uniquely Cuban invention, as evidenced by several such attempts in
Africa (Chapter 7), it is the particular combination of nationalism and socialist
ideology that has become a hallmark of Cuban politics. In its Latin American
tradition, ‘the [communist] revolution represents the embodiment of the national
struggle for independence’ (Hoffmann, 2001, p. 3) — a notion that continues under
‘post-communism’. In contrast to African socialism, however, nationhood and the
nation-state are notinterpreted as an idealised continuation of pre-colonial commu-
nitarian (tribal) conditions, but rather a defensive concept vis-a-vis a hegemonic
external threat to national autonomy. But both interpretations, regardless of their
differences about the role and nature of the nation-state, differ considerably from
the one developed in Karl Marx’s theory of communism. They thus reflect a re-
interpretation and adjustment of that theory to suit the particular post-colonial,
pre-industrial conditions shared by all developing countries. In so doing, they
added a completely new, conceptually alien, component to Marxism, because
‘Marx and Marxists in general have not dealt with the phenomenon of nationalism,
viewing the nation-state essentially as part of the superstructure created by the
bourgeoisie to serve their interests’ (Pollis, 1981, p. 1009).

Making ‘Castroism’

After the US-backed authoritarian Batista government had given up its defence
against Fidel Castro’s revolutionary forces in 1959, Castro sought to gain the
support of the wider population with the usual ‘bribes’ of raising incomes, halving
rents and freezing prices, while socialising most of the (largely American-owned)
land and industry. The main challenge was to keep the bourgeois middle classes in
Cuba, and thus retain their skills and entrepreneurial spirit. Although the younger
sections of society (students) had been the main recruiting ground for the Castro
army, the establishment obviously felt threatened by the changes and loss of
property (Fitzgerald, 1994). After 1970, Cuban socialism went through a period
of ideological affirmation (‘rectification’), seeking to re-emphasise the revolution’s
popular appeal. At the same time, there was a degree of Sovietisation (McCaughan,
1997), as Cuba sought to fit into the COMECON system and, especially, to comply
with the Soviet Union’s terms of trading as a condition of increased support. This
meant, mter alia, a stronger centralisation of the state, albeit with some elements of
bottom-up participation for the less important issues. This ‘democratic centralism’
included a growing ‘technocratisation’ of government through an expanded role
for professionals within the administrative machinery. The increased Soviet profile
in Cuban communism mirrored the growing dependency on Soviet economic
assistance to fulfil the five-year plans (Brundenius, 1981), as well as strategic
support. It thus acknowledged Soviet hegemony, something initially resisted in the
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post-independence euphoric attempt at running a more autonomous course for
Cuban politics and development.

An important feature of Cuba’s political landscape, shared with other Latin
American countries, is a strong leadership with clear idealism, but also pragmatic
skills to make ideas ‘turn to reality’. The propagation of the ‘revolution’ and its
ideals, especially national independence and self-determination, has become the
key agent in maintaining the political system under Fidel Castro, going far beyond
the superficial claims to socialism seen in Africa. Although in both cases personalities
were an important force in shaping ‘socialism’ in the respective countries, Castro’s
sheer length of time in office has provided a sense of continuity and robustness.
This, together with a sense of national defensiveness, helped to overcome acute
economic and political crises, such as the severe economic decline immediately
after the collapse of the Soviet Union at the beginning of the 1990s, triggered by an
abrupt and drastic reduction in economic support; Cuba’s GDP fell by up to 15 per
cent annually between 1991 and 1993 (Hernandez-Cata, 2000). Thus, the regime
was able to keep the population on its side without having to resort to excessive
forms of suppression. This suggests an underlying, inherent acceptance of the
system in principle, if not necessarily the detailed conditions of everyday life.

In the late 1980s, the relationship with Moscow had begun to become more
difficult, following the reform agenda under Gorbachev, of which Fidel Castro
disapproved. The Soviet Union was abandoning its outwardly directed drive for
influence and representation of superpower status (see Chapter 5) and, instead, was
concentrating on internal restructuring and the establishing of a new regime. Cuba
was thus no longer so important as an outpost on the doorstep of the US, and as a
bridgehead for expanding influence into Latin America. Moscow wanted to reduce
the cost of its international political engagement, and this included cutting back on
subsidising the economies of its struggling strategic allies. Ideological affinity was
no longer the key to Soviet financial help. By that time, Cuba’s government had
begun to tentatively introduce some market elements into the economic system to
counteract the ever more evident stagnation and shortages, which promised to get
worse with the reduction in Soviet support. But then, by the late 1980s, as if scared
by its own courage, the changes were rolled back to a more orthodox approach,
seeking to reaffirm the Party’s control of all matters Cuban, as if fearing changes
were getting out of control. This mirrors the principal features of the reform process
in China, with a similar, trial-and-error zigzag course. Both felt alarmed and vindi-
cated in their hesitancy by the events in the Soviet Union, where reform attempts
developed their own dynamism and, inadvertently, swept away Marxism—Leninism.

It was not surprising, therefore, to see a toughening of rhetoric and ideological
control, propagated as the ‘rectification of errors’, such as in 1986 (Fitzgerald,
1994). With an eye on China’s reform process, Castro was concerned that consu-
merism and the people’s strive for material gain could encourage individualism,
and push the revolutionary consciousness of communality and national achieve-
ment to the margins (see Azicri, 2001). Castro thus now publicly wondered about
the salience of copying a system that has obviously different cultural roots and
societal-economic realities from Cuba’s.
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In a way, this was a defiant reaction to the disappointment about the fact that the
Soviet Union had walked way from Marxism—Leninism. But it was also a reflection
of concerns about losing control. The current Chinese government’s new emphasis
on the teachings of Mao Zedong Thought, next to a market-driven economic
strategy, stems from the same unease about developments slipping out of hand (see
Chapter 6). The schism between Cuba and the Soviet Union went as far as Castro
banning Soviet publications in the late 1980s for being too critical of communism
(Azicri, 2001). The ensuing policies in the early 1990s thus need to be seen as an
attempt by Castro to re-emphasise Cuba’s independence, expressed in its ability
to choose its own way, irrespective of the main external hegemonic forces. This
notion of slipping out of a hegemonic dependency, albeit triggered involuntarily,
and thus regaining ‘Cuban-ness’, seems to have been an important factor in
galvanising people to the state, despite the ongoing serious economic problems. But
independence from the Soviet Union has also strengthened Cuba’s position within
Latin America, as it is now seen less as the Soviet ‘poodle’ than as David against the
North American Goliath (McCaughan, 1997, p. 154).

Insisting on continuing with the established path outside hegemonic dependency
thus has become a sign of stronger independence and self-determination, and goes
back, albeit in a rather tentative way, to the Cold War days. A more distinct profile
of Cuban communism has emerged, drawing on its Caribbean legacies and culture,
and projecting a more nationalist resolve. Coercing was certainly an important
factor too, but judging by events in East Germany, applying pressure indiscrimi-
nately would have seriously undermined state authority and, ultimately, triggered
its downfall. Instead, the CGuban government managed to project its idealistic view
of Cuban independence, through the continuation of Marxism—Leninism, onto the
general public.

Maintaining the communist system with all its paraphernalia has thus been
transformed into a general national course. Despite frequent dissatisfaction with
many aspects of their daily lives, Cubans seem to have accepted the propagated
need for national unity for maintaining independence, especially vis-a-vis the
overtly strong neighbour, the US. The Cuban leadership may see consolation in
the seemingly successful Chinese model of targeted and controlled economic
liberalisation alongside continued one-party control, and there are signs that
some members of the Cuban government are interested in the Chinese model
(McCaughan, 1997). But although China is supportive of the Cuban cause in
principle, relationships remain at arm’s length because the Chinese government is
concerned about having to provide costly economic assistance. Yet the Cuban
leadership, ageing veterans of the revolution, are hesitant to shift away from
their ideals and dreams. This contrasts with Vietnam, for instance, where a new,
younger generation ofleaders, who feel less attachment to the past ideologies of the
communist revolution (Agarwal, 2004), push for export-oriented development.

Factors underpinning Cuba’s communist regime and defining its difference
from Eastern European communism, include (Radu, 1995): (1) the Cuban regime
1s younger than the eastern European and, especially, Soviet system, allowing the
revolutionary generation to still be involved with decision making. (2) Cuban society
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is less isolated, having access to media information from Latin America. (3) The
Cuban communist revolution had genuine support from the population, whereas
castern European communism was imposed by force through an occupying force.
(4) The mnstitutionalisation of Cuba’s communist regime rested on Fidel Castro’s
personality, rather than the Communist Party. The Party existed through Castro,
rather than the other way round, as in CEE and the FSU. Castro developed his
own legitimacy to power, independent of the Party, drawing on his revolutionary
credentials. (5) Cuba sought to maintain its own identity and scope for policy-
making within the communist bloc, styling itself as a springboard for communism
to expand into Latin America.

Since the collapse of communism in Europe, Fidel Castro has sought to empha-
sise these cultural and ideological differences from Europe-based communism, and
thus developmental pathways, as a way to rationalise why Cuba’s socialist project
need not necessarily follow European events and thus be doomed. ‘Havana is not
Warsaw. Communism in Poland was imposed by Soviet troops, which had
committed atrocities that were resented by the Polish people’, Castro stated in
reference to the Pope’s imminent visit to Guba, given his attributed impact on the
downfall of communism in Poland (Azicri, 2001, p. 272). The focus is thus on
making the communist endeavour at least appear Cuba’s own, as a choice, rather
than imposition. Castro thus seeks to portray a very different meaning of, and
assoclations with, communism and its associated objectives, contrasting almost
diametrically with those of Eastern Europe. Nevertheless, modifications had to be
made to reflect the new post-Soviet circumstances. And this meant a less dogmatic
and hard-line interpretation and implementation of communist principles,
especially in the economic sphere. Azicri (2001) sees the biggest challenges now for
the Cuban regime in this contrast between the difficult economic reality and the
resolve to maintain Cuba’s political independence. This tension sits in front of an
increasingly more influential Latin American background. In response, socialism
or, for that case, communism, has been recast and re-imagined as ‘late socialism’,
sold to the Cuban population as an advanced phase on the trajectory of national
post-revolutionary development, rather than an abandonment of doctrine for the
sake of the regime’s survival.

Responses to the changing geopolitical environment:
inequality, selective marketisation and ‘dollar
apartheid’

For 30 years, from 1960 to 1990, Cuba followed the doctrine of Marxism—Leninism
in economic management. This meant a strict central planning of all resources,
‘intercepted with periods of anti-market radicalism and experimentation with
moral stimulation’” (Mesa-Largo, 1998, p. 857). As a result, ‘in 1989, Cuba had the
most collectivized, egalitarian, externally dependent and Soviet-subsidized econ-
omy within the socialist world; the anti-market movement and the recession made
even more difficult a way out of that situation’ (ibid.). With the disintegration of the
communist trading bloc, COMECON, and the subsequent collapse of Cuba’s
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main supply lines and trading links, finding new ideological soulmates elsewhere
was of paramount importance for the development of alternative sources of supply
and revenue. By the late 1980s, 85 per cent of trade was through COMECON, and
66 per cent of its imports came from there, thus reflecting the firm embeddedness of
Cuba’s economy in the Eastern bloc’s spatial division of production.

The ‘Special Period’, initiated by the Cuban government in 1990 as an emergency
measure in response to the serious supply shortages through missing imports from
the Soviet Union, sought to ration the meagre supplies available, while also
stimulating all available resources. Introducing market reforms and reorganising
foreign trade was the first line of defence, with foreign investment legalised in 1992
(Klinghoffer, 1998). This concentrated, initially, on developing newly designated
tourism compounds for western visitors. These compounds are effectively gated
communities, accepting the US dollar, while keeping out the local population. The
new tourism industry is instrumental for Cuba’s economic recovery, with its
revenue-earning capacity between 1990 and 1996 increased by a staggering 500
per cent, from $250 million to $1.3 billion (ibid.). This marked an important shift
away from the established doctrine of rejecting western capital and reflects the
moves towards liberalisation and ‘westernisation’ of the other former communist
countries elsewhere.

Cuba’s ‘Special Period’ and its underlying rationale of economic policy, mark a
‘fourth path’ of post-communist transformation, differing from the post-Soviet and
eastern European model, the Chinese model, and the African post-colonial model.
Thus, Cuba has not moved much in the direction of democratisation, as has been
the case in many of the CEE countries, but, instead sought to emulate China’s
policies. China and Cuba share the determination to continue with authoritarian
one-party rule, and apply any reforms only gradually and carefully. But there are
also distinct differences beyond sheer scale. Thus, China is much more a rural
country, with a mere 20 per cent of its population classed as ‘urban’, contrasting
with Cuba’s 85 per cent (ibid., p. 178). Considering the generally different attitudes
to politics between rural and urban populations, this difference is significant for
likely political activism and the potential emergence of signs of civil society. Urban
communities tend to be more fertile in this respect. Furthermore, Cuba did not go
down the route of mass privatisation, although it is now actively engaging in
attracting foreign investment to selected locations, again, following the Chinese
example. Third, in common with China, Cuba 1s also a developing country,
although with better than average statistical indicators of development, such as
education and heath care levels. Income levels may be low generally, and are much
less differentiated than in China, reflecting a — still — more egalitarian social-
economic system, but Cuba has no legacy of overwhelming foreign debt. However,
wildly fluctuating revenue from exporting sugar has affected scope for repayment,
and some rescheduling was necessary with the western creditors, although under
less favourable conditions than obtained by other Latin American countries
(Zimbalist and Eckstein, 1987). The collapse of the Soviet Union brought some
perceived repayment relief, as debt owed to the former Soviet Union does not, in
Castro’s eyes, survive the demise of the creditor (Diaz-Briquets, 2000).
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The tensions between ideology and necessary economic pragmatism are reflec-
ted in an emerging duality in the economy, defined by the ownership of US dollars.
Its recognition as the second official tender, since the mid-1990s, has effectively
created an economic demarcation line between different economic prospects. In
some instances, this economic divide translates into physical divisions, such as
around tourist compounds in the form of fencing and walls (Gunn, 1993). Restrict-
ing capitalism to tightly controlled territories has sought to avoid ideological
‘contamination’ of the rest of the country (Perry et al., 1997). More difficult to
control territorially was the acceptance of the US dollar as the second legal tender.
The effect here has much more of a social dimension, creating new distinctions
between those with and those without access to the currency, and thus economic
opportunities.

Tourism has become the new magic word in Cuba for economic growth
prospects, but it is also the main arena in which the new social divisions develop
along the dividing line between the ‘haves’ and the ‘have nots’ when it comes to the
possession of foreign currency and thus extra opportunities for consumption. These
divisions are just as effective, if less immediately visible, as the physical barriers
around the gated tourist compounds (Gunn, 1993), regulating access to the ‘western’
tourists and the idealised image of Cuba created for them. Tourism was a major
economic sector in pre-revolution Cuba, primarily shaped for, and by, visitors from
the US, but it came to an abrupt and all but complete standstill in the years
immediately after the 1959 revolution. This was the result of, on the one hand, the
hostile attitude among the new Cuban leadership towards foreign tourism as a
perceived form of capitalist colonialism and, on the other, the economic embargo
by the US against ‘communist’ Cuba. As a consequence, there was no investment
in any tourism facilities during the 1960s and 1970s.

It was not until the late 1980s that figures slowly began to increase as a result of
the softening of Cuban policies towards dealing with ‘capitalism’. By that time,
policy makers had realised the potential importance of tourism as a means of
economic development by observing other developing countries embarking on the
promotion of tourism. However, the main growth began in the mid-1990s, with the
opening up of the market to foreign investment, seeing tourist arrivals rise from
some three-quarters of a million in 1995, to more than 1.6 million in 1999. At §1.6
million, gross revenues from tourism had by then exceeded those of the traditional
main export products, sugar and nickel (Fletcher, 2000). Not unexpectedly, these
developments are unevenly distributed across the island in response to identified
tourism potential. Eight designated primary regions accounted for some 90 per
cent of the rooms at the end of the 1990s, a large share of which are owned by
four main joint venture groups between the state and foreign investors, mainly
from Spain, Jamaica and France. By 2010, some 7 million visitors are expected
(Jedbodsingh, 2001).

The biggest hopes and expectations for economic improvement thus rest on
developing the tourism industry, as the fastest and most immediately lucrative
source of hard currency (Henken, 2000). Tourism has thus been developed vigor-
ously over the last few years (Crespo and Diaz, 1997; Suddaby, 1997), targeting
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specifically the mass tourist market, as do the neighbouring islands of the Dominican
Republic and Cancun (Crespo and Suddaby, 2000). Revenues from tourism have
increased sharply (Perry et al., 1997; Henken, 2000), albeit highly localised. High
import costs, however, mean that much of the earnings so far has had to be spent on
fuels and food, leaving only about one-third for consumer and investment goods
(Gomez, 2001).

But the social-economic divisions between those with and those without access
to hard currency are just as effective in separating social groups with different
economic prospects. In principle, such a dual currency economy is not new. Under
CEE socialism, too, possession of hard currency, usually used for oil imports and
the purchase of military hardware, opened up extra opportunities of consumption,
allowing one to acquire otherwise unavailable goods (Falk, 1985). In the East
German Intershops, for instance, any western consumer good could be obtained
(ordered), from western cigarettes to cars, all in exchange for western currency
(Deutsche Mark). Similar ‘foreign currency recovery outlets’ (Fabienke, 2001, p.
107) exist in Cuba, and help to bridge shortages in daily goods, even if at prices of
up to 20 times those in the state shops. What is different in the Cuban case has, until
very recently, been the so public recognition of a western currency as the second
legal tender, thus abandoning even the pretence of a unitary national economic
space. This new inequality is an obvious retrograde step as far as the Marxist idea of
an egalitarian society, which has been at the heart of the Cuban revolution, is
concerned. But its meanings go deeper in that they reflect an underlying chasm
between a revolutionary identity and idealism held in public discourse, while also
aspiring to the ‘temptations’, and necessities, of western capitalist investment and
consumerism.

With communication easy, especially to the Miami-based Cuban exile com-
munity, there 1s a marked awareness among Cubans about the latest ‘must haves’
on the western markets, just as there was among East Germans following their
western compatriots’ consumer landscape. Aspirations for ‘western’ lifestyle
impact on the young generation’s identity in particular, requiring them to reconcile
domestic and foreign influences and paradigms (see also Chapter 9). Restrictive
legislation to regulate managerial practices in state companies and joint ventures
company (Keiffer, 2001), reflects this ambivalent attitude to marketisation.
Government policies have followed the new ‘flexible’ approach to communist
ideology by propagating the rather general Marxist goal of creating a ‘better
society’ as justification for new policies. The ideological focus is thus on unifying
Cuban society, despite, or rather because of, the economically driven growing
inequalities, while also seeking rapprochement with the neighbouring Latin
American countries. Avoiding Marxist rhetoric reduces the threat of a communist
invasion, feared by many of them after 40 years of continued propaganda advo-
cating just that (Aguila, 1984).

As a result of these policies, different parallel economies exist in Cuba today.
Pastor (2000) distinguishes three distinct coexisting economies: (1) the conventional
‘socialist” economy with state-defined conditions; (2) joint ventures between state
and foreign (mainly Canadian and western European) investors; and (3) the ‘dollar
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Table 8.1 Economic development during the 1990s (GDP in constant 1981 prices)

Year Millon pesos Pesos per capita Manufacturing (mallion pesos) out of total
1990 19,008 1,787 4,640

1991 16,975 1,580 —

1992 15,010 1,386 —

1993 12,777 1,172 —

1994 12,868 1,175 —

1995 13,185 1,201 —

1996 14,218 1,290 3,835

1997 14,572 1,317 4,155

1998 14,754 1,327 4,291

Source: Indian Embassy in Cuba, obtainable from: www.indembassyhavana.cu/commercial/
cubaecopart3.htm#GDPGrPerCapita (accessed 19 December 2005)

economy’ — primarily the tourism enclaves. Fabienke (2001) distingishes between
two parallel economies, an ‘emerging’ segment with private sector input and para-
statal organisations, and the ‘traditional’ segment, containing the state sector econ-
omy (ibid., p. 108). Given the changes over the last year, the market has become the
main engine of potential growth, albeit under rather restrictive conditions. Thus,
for instance, only businesses engaged in food production are allowed to hire
assistance, and then only family members (Fabienke, 2001).

In effect, the market has expanded at the expense of the sections that are
exclusively state planned, and led to a mixed economy. At the same time, such
varied opportunities will facilitate societal divisions (as in China) between those
with access to business opportunities and foreign currency, and those without. This
includes divisive effects on localities, such as the re-emergence of a ‘dual city’ in the
case of Nicaragua, with dilapidated parts of the city sitting right next to new tourism-
related developments in the city centre’s ‘tourism poles’ (Colantonio, 2004). Thus,
old buildings are identified as architectural heritage in designated tourism areas
and carefully restored, with the help of western capital, while similar buildings
elsewhere are left to further decay.

The outcome of this new inequality, especially in relation to the declared (and
still officially maintained) communist goal of an egalitarian society, is far from clear
(Pastor, 2000), and government institutions find it difficult to adjust to the new
entrepreneurs. In fact, it seems that many government officials seem to look for
opportunities to obstruct the development of private businesses, despite their official
acceptance as part of the economic recovery strategy (Henken 2000). Seeking to
avoid any form of ‘shock therapy’, changes have been more ‘glacial’ than gradual
(Pastor, 2000, p. 35), with strong elements of ‘muddling through’, rather than a
clear strategy for change. This corresponds with the regime’s perception of having
to ‘give in’ to capitalism, and thus any concessions will be as much as necessary,
while also as little as necessary. The resulting slowness may well discourage much-
needed new investment and initiative, both from within and without Cuba.

The highly localised, newly developing tourism economy illustrates the growing
contradictions within the Cuban communist system. Adopting the US dollar as the
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second legal tender, albeit permissible only for foreigners, has institutionalised a
divided economic world, effectively establishing a ‘fast lane’ and a ‘slow lane’ of
economic change and participation therein. While the latter represents the con-
ventional structures of the state-planned economy, the former embodies the new
entrepreneurialism needed to drive Cuba’s economy. Much of this development is
driven by foreign direct investment, effectively operating in a separate economic
sphere in collaboration with the state. With Cubans officially barred from possess-
ing dollars, they need to either collude with foreigners to gain access to the hard
currency, or obtain and hold them illegally. A legislated ‘dollar apartheid’ thus
separates the foreigners from the indigenous population, a separation often enforced
further through physical barriers, such as bouncers outside tourist hotels, or fencing
between the state-owned and new public-private owned businesses. Similar divi-
sions exist in business parks between the domestically owned and internationally
co-owned businesses — the latter using the US dollar as their currency.

The new, market-influenced business interests take two shapes: indigenous
small-scale businesses, usually informal self-employed ‘one-man bands’, and larger
corporate enterprises as part of foreign direct investment. Such divisions affect, in
particular, the tourism enclaves, where both forms of entrepreneurialism are con-
centrated. Given the cheek-by-jowl co-existence of western affluence and Cuban
poverty, it 1s not surprising to find illegal, black-market activities, including prosti-
tution (Trumbull, 2001; Centeno, 2004). These rather less desirable effects are not
a uniquely Cuban problem, but are found across the former communist states, as
formal employment is limited and expectations are high. Such features reflect a
rather less powerful state, with inadequate institutional arrangements to govern
the private market/s effectively. Evident economic development is geographically
divided, and access to its fruit controlled by an effective demarcation line running
through the population, rigorously enforced by the state through employment legis-
lation and selective ‘dollarisation’ (Perry et al., 1997; Orro 2000). Failing that, hidden
transaction costs are not dealt with adequately, and there is an insufficient response
to the many, often conflicting, interests in an increasingly diversifying society.

Into the vacuum left by the state, we do not get a Rousseauian paradise,
but the takeover of the society by thugs ... The thuggish possibilities
emanating from Miami or from the various drug cartels may some day
create a nostalgic longing for the Revolutionary order.

(Centeno, 2004, p. 9)

Unlike in China, there are few attempts at structural reform to facilitate a more
entrepreneurially minded administrative-governmental structure. It seems that the
Cuban government seeks to maintain a system more in tune with the spirit of its
Marxist ideal of an egalitarian, state-directed economy, even at the cost of restrict-
ing economic (inward investment) potential. Property rights, and a supportive and
predictable legal and administrative framework, are crucial for the successful
operation of market principles in general, and luring private inward investment in
particular, but they are also at the root of socialist ideology. That is the big challenge
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faced by those seeking to walk the tightrope between a socialist planned and a
market-based economy. This helps to explain why attempts so far to copy the
Chinese model, with its Special Economic Zones, have so far had rather limited
success. These “Zones’ depend in their credibility on the general underpinning of
national economic policy, and there the balance between business and societal
interests. But the divisive effect of the duality between those working in the ‘dollar
enclaves’ and those outside, gradually leads to a decreasing sense of solidarity
among the population, and, instead, a growing search for individual opportunities
to improve one’s life under the very unequal conditions offered by the divided
economy. ‘Correspondingly, there is a widening gulf between much of the regime’s
socialist ideology and the everyday experiences and practices of the population’
(Pickel, 1998, p. 78).

This widening discrepancy between theory and practice threatens to undermine
the regime’s legitimacy, as it had done in communist Europe during the 1980s. Yet
the very fact of tightly controlling the development of, and access to, marketisation
reflects the regime’s acute awareness of this potential problem (March-Poquet,
2000), especially since the events in the former Soviet Union in 1991. There are
thus clear signs of the existing regime adopting reform measures to pre-empt and
counteract evident grievances among the population about the poor economic
conditions. But these changes are slow, a result of the reluctance of the Cuban
regime to succumb to ‘the market’. A wholesale replacement of the communist
regime per se, including the economic and administrative structures, is thus, at the
moment, not realistically ‘on the cards’, although, as history has demonstrated, any
assessment of possible future trends in this respect are extremely difficult.

Summarising Cuba’s political situation today, after 40 years of development,
Azicri (2001, p. 302) observes that ‘the different themes and codes of Cuba’s political
culture have been compressed into a new political culture mix that functionally
represents a civil (secular) religion’, which is ‘rooted in the revolutionary values
conforming Cubans’ political thought’. This involves developing a new identity
internally, selling communism to the people as, first and foremost, ‘revolutionary’,
and thus making it more acceptable across the generations. National sovereignty
and independence have thus become the cornerstones of Cuban politics. In so
doing, it has had to demonstrate a degree of continued flexibility in defining and
re/presenting the socialist values within a set framework, stressing different qualities
at different times, and for different audiences — within and outside the country.
Thus, regardless of the disappearance of socialism elsewhere, ‘Cuba will continue
reinventing its own brand of socialism today and tomorrow’ (ibid., p. 307). It is
this that makes Cuba a special case. It is not merely following the Chinese way
of insisting, at least rhetorically, on the continued validity of Marxist-Leninist
doctrine and, by implication, one-party rule. But at the same time, a liberal market
economy is pursued in a parallel economic ‘universe’, in complete contradiction to
the essence of Marxism. This re-branding and re-focusing of ‘communism’ uses
stronger, more explicit references to the colonial legacy, and liberation from
foreign occupation. Concessions to encourage economic development are seen as
unfortunate necessities, albeit important ones.
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The balancing act between ‘market’ and ‘socialism’ is mirrored in the institu-
tional changes to underpin the necessary, if reluctant, economic opening to the
outside world. This included the possibility of private ownership, joint ventures
with the state in state enterprises, especially within the newly developing tourism
industry, decentralisation, and generally a ‘dose’ of market. But all these changes
are very much tentative and piecemeal, particularly in comparison to the sweeping
changes in other socialist countries, especially in eastern Europe. In Cuba’s case, it
is obvious that any changes are ‘permitted’ by the established leadership in response
to the external events that so much affect Cuba’s livelihood. They are not part of a
genuine change to ideological principles, but merely a compromise and reluctant
submission to the realities of the new post-Cold War political and economic world
order. They seem primarily to serve the survival of the regime (Werlau, 1996),
rather than inaugurate a wider shift towards marketisation and democratisation of
the kind seen in the CEE countries.

This 1s one of the main differences from the events in other formerly communist
countries. Even though there may be similarities with China at first glance, a second
look reveals the quite different political rationale behind the economic policy there.
The Chinese leadership subscribes to international trade, foreign investment,
consumption and enterprise, as long as the political (and societal) sphere remains
under the continuous control of the Communist Party. In Cuba, by contrast, the
changes are not the result of a learning process or realisation and admission of the
old system’s limitations. The strong revolutionary ethos and sense of national
identity, combined with a ‘sticking-it-out-together-against-all-odds’ mentality
among the population, have so far allowed Castro to ‘get away with’ the rather
limited concessions to the new international framework, even if it meant tightening
belts (even more), but the preparedness to do so may well wear thin and demand a
political price.

The continued overemphasis on statist, top-down solutions, seeking to ‘direct’
and ‘order’ innovation rather than opening up spaces for entrepreneurship to
identify and utilise emerging opportunities, failed to insert some dynamism into the
stagnant economies. With ever faster changes in a globalised economy, a dirigiste
approach will find it difficult to keep up with’ developments at the time, let alone
pre-empt future trends (Amaro, 2000). It is here that China’s less strictly centralised
model has been successful — providing niches for entrepreneurial reward, and thus
helping to establish innovative dynamism, albeit within a controlled environment
(Chapter 6). “The socialist entrepreneur is a normative concept, but so far not the
representation of reality’ (Brudenius and Gonzalez, 2001, p. 136). A competitive
element, with clear rewards for initiative and risk-taking, is an essential ingredient.

An important part of the answer to Cuba’s economic difficulties thus seems to
rest in the ability to provide a framework for stimulating entrepreneurial capacity
and innovation both from within and without the national economy. This means to
facilitate indigenous potential, rather than solely rely on outside resources and
mput. Introverted perspectives, seeking to develop the country under separation
from the rest of the world economy, are no longer a realistic option, and the slow
establishment of the ‘dual’ economy reflects that. It is the combination of attracting
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external funding and mobilising indigenous entrepreneurial and innovative
capacity, that seems to be the central plank of Cuba’s economic development. This
makes it different from the Chinese approach of development through foreign
direct investment. Whether the new focus on tourism development, driven by the
state in conjunction with outside capital, can propel the economy forward, remains
to be seen. Itis the development of a sizeable, domestic, non-state productive sector
that sits at the heart of indigenously driven economic development, including a
healthy, diverse service sector.

Post-Soviet socialism and the imagineering of a
‘neo-revolutionist’ Cuba

The 1990s brought a transition to Cuba of a quite particular kind. The pragmatic
and obvious implications of the collapse of the ‘Eastern bloc’, and especially the
Soviet Union, for the Cuban economy, have been discussed already. But there is an
interesting second aspect to the post-Soviet era of Cuban socialism, or, perhaps
more accurately, Guban ‘neo-revolutionism’. Since the late 1980s, a growing
duality between a younger generation’s aspirations and expectations, and the
established views and ways of doing things held by the older generation in power, is,
perhaps, not surprising. As Kapcia (2000) points out, the 1990s have become
characterised by competing imagineerings of Cuba and its identity, seen through
the history of the revolution. In this context, Che Guevara, the close spiritual com-
panion of Castro during the early phase of the revolution, who later went on his
own crusade of spreading socialist revolutionary ideas to other Latin American
countries, has regained overwhelming iconic status. He serves as a proxy for
criticisms by the younger generation of the realities of Cuban society created by the
older generation, measured against the revolutionary ideals. “Transition’ here,
therefore, means a re-imaging of the early, idealistic, very much Cuba-centred
idealism underpinning the revolution. In this, Che Guevara has become identified
with the heroic values of the nationalistic Cuba, depicting it as ‘fighting alone in a
hostile world’ (ibid., p. 189). Itis the image of a struggle for the national independence
of Cuba that gained influence in public discourse. His ideas, and thus by association
those of the younger generation today, are seen as revolving around the personal
development of the individual along the new values of communitarianism, and
shared values and aspirations. This contrasts with the post-revolutionary reality
offered by institutionalised socialism, where the individual is reduced to an
unrecognised, faceless, merely functioning member of society.

The collapse of the Soviet Union and Eastern bloc countries is viewed by those
Cubans holding the more orthodox, ‘revolutionary’ ideal, as a blessing, because it
is viewed as having liberated Cuba from the imposed, hegemonic requirements
to fit in with the Soviet-European model of communism. This, so the argument
goes, deprived Cuba of its scope to develop and implement its own, Cubanised
interpretation of Marxism—Leninism, with a clear grounding in Latin tradition. In
effect, the Sovietised re-interpretation and presentation of the revolution, could be
understood as a cultural-political colonisation, working in parallel to the economic
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hegemony of the former Soviet Union, whether one views Cuba in this asymmetric
relationship as ‘partner, proxy, puppet, or paladin’ (Pastor, 1983). This hegemonic
relationship, so it is seen, has, in effect, deprived Cuba of developing its own
agenda, and expressing its national self. The Soviet Union’s collapse, therefore, has
been perceived as an effective removal of outside control. Being seen ‘no longer as
an advanced arm of a mighty global military force, and ... no longer capable of
waging even an ideological guerilla war, because its belief system is so universally
rejected and debased’ (Rothkopf, 2000, p. 109), Cuba’s new independence has
made it more acceptable and ‘normal’ within the Latin American and global com-
munity. Transition in Cuba may thus be dubbed as post-Soviet-style communism.

The economic problems of the ‘Special Period’ of the early 1990s (Henken,
2000; Trumbull, 2000) contributed to a strengthening of national resolve ‘against
the rest of the world’, shifting the perspective decisively to the national self. But this
1s also the challenge for future development, as economic growth will have to engage
the outside world, and thus bears the threat of a new hegemonic dependency. The
educational drive had created a more educated young population, with higher
aspirations than the realities of a Third World-style economy could offer. With few
signs of change visible:

an increasingly young Cuba found itself frustrated by a system that
seemed to have stagnated and become less inclusive, a system still led,
moreover, by those who, having come to power in 1959, seemed to age in
office, continuing to use an increasingly incredible ‘young’ revolutionary
language that sits uncomfortably with their personal image. In the younger
generation’s eyes, therefore, the existing political elite was considered out
of touch and thus increasingly irrelevant in shaping Cuba’s future, hanging
on to power too long and speaking a political language that no longer
meant much to them.

(Kapcia, 2000, p. 209)

The rise of Gorbachev in the Soviet Union, and his criticism of the era of stagnation
under Brezhnev, rang bells for those critical youths, drawing parallels ‘between
the gerontocratic pre-Gorbachev Soviet Union and the Cuban case’ (ibid.), and
criticised the absence of such challenging criticism in the Cuban political estab-
lishment.

The Cuban leadership has sought to accommodate those concerns by visibly
rejuvenating some of the political apparatus, and focusing publicly on the idealism
symbolised by Che Guevara. The aim was ‘both to reinvigorate the Revolution’s
ideological thrust and revive the legitimacy of the neglected 1960s, now seen as
encapsulating the “essence” of the “real” Revolution’ (ibid, p. 210). The associated
myth of liberation, communitarianism, and national self-determination and pride,
are now being recalled to give the current leadership a new sense of legitimacy and
purpose, while seeking to unite the population behind them via the new idealism.
‘By clinging to “Che”, the young can therefore be “revolutionary” and still distance
themselves from the present leadership’ (ibid., p212). In effect, the collapse of the
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Soviet system has triggered a re-examination and rediscovery of the revolutionary
zeal underlying the ambition for self-determination. But the young generation’s
criticism also emphasises an alternative view to that implemented by the current
government.

So far, Cuban-style socialism, not unlike other reforming communist regimes,
especially in Asia (Chapter 6), has survived because of two main factors — elements
of marketisation and a degree of decentralisation in economic decision-making.
Marketisation, as an immediate self-help response in 1990, does not just include
the creation of a dollar-based second economy, but also some elements of self-
employment within the domestic pesos market, especially in the service sector.
In the agricultural sector, the vanguard of ‘socialism in practice’, several large
cooperatives or state farms have been privatised to encourage production. There
were even temporarily permitted private farmers’ markets, but a public backlash
against seemingly extortionate prices led to their abolition not long after their
inauguration in the mid-1990s. The second factor, decentralisation, was the some-
what inadvertent result of earlier policies. Under the ‘rectification’ programme
(effectively a ‘back to basics’ campaign) of the late 1980s, the government sought to
reinforce the spirit of the revolution, especially egalitarianism, and ‘stamp down’
on ‘out-and-out’ consumerism and seeming profiteering by the permitted private
market traders (Fabienke, 2001). If nothing else, it at least gave the impression to
the population that the government was ‘listening’” and seeking to maintain the
spirit of the revolution.

The economic crisis and ideological uncertainties may be interpreted as pro-
ducing collective postmodernism (Kapcia, 2000). This means rejecting the near
linear, modernist developmental paradigm of the course of history propagated by
Marxism. In Cuba’s case, it seems that ‘transition’ means both drawing on its
history, especially the idealism and aspirations that underpinned the revolution in
1959, as a scale against which to measure today’s political reality, and also outlining
a development strategy into the future. This includes, in particular, the preserva-
tion of Cuba’s national independence. Dropping its Soviet-style institutionalised
doctrine, the Cuban government’s ideological-political emphasis has publicly
shifted towards the task of preserving national unity and mobilisation vis-a-vis the
growing challenges of a globalising political economy. But there is the danger of
limiting this engagement with the outside world to reluctant ‘tinkering on the
edges’, rather than bold political reform. The big challenge is the continued pressure
for more market-driven policies and more interaction with the global economy to
develop competitive advantages, while continuing to maintain the idealised
perception of societal solidarity and national self. The frequent changes in Cuba’s
‘stop-and-go’ policies of tightening and loosening the state’s grip on society and
economy, and emphasising the adherence to the principles of ‘socialism’, allow us
to distinguish eight policy periods (see Table 8.2).

Given these particular circumstances underpinning Cuba’s immediate history
and, especially, its state-building policies under the banner of socialism, there are
unique features that help to explain its survival as one of the few still officially
communist (Marxist-Leninist) regimes. Looking at the circumstances in more
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Table 8.2 Periods of ‘stop-and-go’ in developing Cuban socialism

Year Period’s political features

1959-60 Anarchic revolution, radicalism

1961-62 Beginning of references to ‘socialism’

1962-65 Uncertainty about likely alliances

196675 Internal and external radicalisation, exporting communism, challenging
Soviet hegemony in the developing ‘socialist world’

1975-85 Uneasy Sovietisation

1986-89 ‘Back to basics’ period of rectification

1989-95 Economic turmoil: the ‘Special Period’

1995 onwards ~ Tentative marketisation, neo-revolutionary nationalism, the search for a
new role in the global framework

Source: based on Kapcia, 2000

detail, it becomes obvious that Cuba benefits from a unique cocktail of geopolitical
location, diverse cultural legacies, the personal characteristics of the leadership
(Ennis, 2002), and the ideological legacies of the Cold War. Taken together, these
produced the circumstances under which it has been possible to construct Cuba’s
particular approach to post-colonial nation-building under the unifying ideology of
Marxism—Leninism. This ‘Cuban way’ is now being reinforced, somewhat rejigged,
and projected well into the post-Soviet era.

Cuba’s particular circumstances could be seen as offering the opportunity of
following a different developmental path than that laid down by the Washington
Consensus. This means, as discussed in Chapters 4-6:

adopting a reform strategy that seeks to avoid the high social and econ-
omic costs of neoliberal radicalism while at the same time embarking on
meaningful political reform and democratization. If these opportunities
are acted upon, Cuba may develop an alternative to both the Eastern
European and