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CONCLUSION

The fundamental attitude of true individualism is one of
humility toward the processes by which mankind has achieved
things which have not been designed or understood by any
individuai and are indeed greater than individual minds. The
great question at this moment is whether man's mind will be
allowed 1o continue to grow as part of this process or whether
human reason is to place itself in chains of its own making.

F. A. Havek'

INTRODUCTION

Vera Wollenberger is a proto-typical intellecrual in the former
communist bloc, She belicved in the promise of communism, but was
compelled to pursue a dissident path because of the ugliness cf the
East German tegime. Her activism cost her a normal life. She was
spied on and harassed by the Stasi (the East German Secret Police),
fired from her job and even imprisoned beczuse of her political
activities with groups like the Church from Below, a human rights
group she helped to organize. But Woilenberger persevered and today
she is a Member of Parliament.

Unfortunately, her life in che post-communist world s suill
irrevocably scarred by the pasc. She helped shape a law intended to
give victims of Stasi abuse a chance at justice. Since 2 January 1992
each victim has been allowed ta read the file that the police had
collected on them and discover who had betrayed them. Rather than
achieving justice, opening the 123 miles of files that the Stasi had
collected has shattered lives. The Stasi, it turns out, developed an
extensive information network that went far beyond anyone's expect-
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ations and permeated deep into the social fabric of East German
society. In adaition to secret pulice agents, tiie Stasi reaed heavily on
the reports of friends, neighbors and family members to gather
information on those under surveillance. In Wollenberger's case, her
husband, Knud, provided the most detziled information on her
activities to the Stasi” It is estimated that the Stasi relied on the
testimony of some 500,000 informers.” Purity from communist
collaboration has proven to be a rare commodity.

How are the untainted members of society to pass judgement on the
rest? For mosc of the communist era, dissident activity in Eastern Europe
was rare. Tacit consent to communist power was the rule, Citizens had to
go along to get along. Communist Party membership in the countries of
Eastern Furope represented between 10 to 20 per cent of the
population.‘i The revolutions of 1989 have literally rhrust some
individuals from prison t© power.’ Lech Walesa, for example, in the span
of a decade rose to prominence as the oppositicn leader of Solidaricy in
1980, was harshly puc down by General Jaruzelski's imposition of
martial law in 1981, eventually formed a coalition government with
Jaruzelski in 1989 and emerged as the President of Poland in 1990.

The Polish government, however, has not sought revenge for past
oppression. Most of the government apparatus is populated by the
saie tividud, wie wete thereospdes Tavaeels TLoenle Seme
Members of Parliament tried to pass legislation that would ban ex-
communist officials from public office for ten years. This legislation
has so far been successfully blocked by a strange coalition - former
communists and the liberal intellectual leaders of Solidarity, who find
the legislation unjust and unnecessary.

The puzzles in Walesa's Poland are not just political. Walesa’s
moral and political power derives from his base - the Solidarity labor
union. But Walesa is the President of a government supposedly
introducing capitalism as quickly as possible” Catering to the
demands of Jabor for higher pay, greater security and decision-making
control over production does not accord well with tested notions of
efficient capiralist production,

The surreal situation of post-communism was most evident in
Czechoslovakia, where a dissident poet and playwright, Vaclav Havei,
became the President. Havel and his Charter 77 group were the
conscience of Central and Eastern European political dissent under the
old regime.” Imprisoned and blacklisted in his work, Havel continued to
struggle to stop the abuse of human rights under the communist regime
throughout the 19705 and 1980s. After the revolution of 1989, Havel
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found himself in charge of a government that had to transform society
and prevent the degeneration of Coedhiosivvahid 1010 LIV Wat.

Bave! reports that on the day he assumed the presidency he was given
1 list of fellow writers who had informed on him. Havel states, however,
that on that day he ‘lost’ that list and completely forgot the names of
those on it. Personally, he leaned toward letting sleeping dogs lie, but as
president, he could not make that choice for the peaple. People, whose
lives were destzoyed by the old regime, would feel that the revolution
remained unfinished unless justice was served.”

But the delicate balance that must be struck between justice and
revenge in creating a civil society is not at all an easy one to achieve,
The punish and purge mentality that many reformers believe is
necessary to accomplisha ‘debolshevization” of these societies leads to
witch hunts and character assassinations. in other words, many of the
same vices that the old regime is pronounced guilty of are simulta-
neously advocated by the new regime as necessary to root out and
punish communist collaborators.

The National Assembly of the Czech and Slovak Federal Republie,
for example, passed legislation preventing former secret police
agents, informers, senior communist officials and other former
members of Communist Party organs from holding public jobs {or a
live-ytal plisod. Suoptal L e e e Yl Rieh
level administrative posts in government ministries, the military,
intelligence offices, police, communication industry and state-owned
enterprises involved with foreign trade, rail transportation and
banking. The ‘lustration’ law also precludes impure individuals from
obtaining high academic posts, and working wichin the legal system
as judges, prosecutcrs and investigators. 1t is estimated that the law
could adversely affect over a million people,

The understandable anger that people possess concerning their
former life under communism is expressed in the demand for
revenge. But at the same time their fear of the future is expressed in
the demand for the social stability of subsidized prices and guarantees
against unemployment. The psychological trauma of teansformation
is born of both the despair of realizing how much of life was wasted
ander communism, and the apprehensiveness of having to takrfofull
responsibility for one’s choices in the post-communist society. As
the former regime breaks up, entrenched ways of life break down. The
old sources of prestige are NOW reasons [ be despised, whereas the
new paths to success, such as accurnulating capital and tuzning a

profit, were considered mortal sins under the old regime.
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THE POLITICS AND ECONOMICS OF ERROR

The situation 1n Russia 1s more acute than any other transiormng
country. The Communist Party's rule was much longer and its
penetration into the social fabric was much deeper. In January 1990,
the Communist Party still claimed a membership of around 19
million.'" And, even though in the year preceding the August coup
attemnpt about 20 per cent (4 million) of the membership quit the
Party, its influence continued o permeate Soviet society.”” Before the
election of Boris Yelsin as President of Russia, for example, Party
cells existed in all state-run places of work. Yeltsin's move to dissolve
Party cells was a direct and major challenge to the Parry's grip on the
everyday lives of the people of Russia.

Scill, and in spite of the fact that the Party has been officially
divested of power, its effective power remains alive. This survival is
lazgely due to the fact that communist apparatus was endowed with a
political monopoly, and, therefore, its members alone were able to
acquire the administrative skills necessary to govern. Communism has
been abolished and the Russian government seems committed to
democratic rule, but civil service offices are largely run, and the
military command is exclusively run, by former communists.” More-
aver. the effect of the Communist menopolistic position in society
was not only 1n lUmiting administratve experience (o thuse thiat
loyally served the Party, but the entire realm of public life was
abdicated by the population.

The use of political terror, right from the founding of the Soviet
state by Lenin, subdued the population into compliance and reinforced
the monopolistic situation. The Russian people understood, as
Richard Pipes has argued, that ‘under a regime that felt no hesitation
in executing innocents, innocence was no guarantee of survival. The
best hope of surviving lay in making oneself as inconspicuous as
possible, which meant abandoning any thought of independent public
activity, indeed any concern with public affairs, and withdrawing into
one’s private world. Once society disintegrated into an agglomeration
of human atoms, each fearful of being noticed and concerned
exclusively with physical survival, then it ceased to matter what
society thought, for the government had the entire sphere of public
activity to itself,”™

The former Soviet Union was the exemplar of the modern
totalitarian state. Russia has not yet opened the files of the KGB to
mass inspecriorx.” But, if the East Germans are shattered by the
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extent to which the Stasi employed friends, neighbors and family to
gather information, then it is probably safe to assume that revelations
ol the KGEs activities would dearrey coy bope o oiil wddety on
Russia. Betrayal may have simply been the price one paid for getting
along. Sometimes, it is better to get on with the fucture rather than
focus on redressing past wrongs. Bygones are bygones and, however
unpleasant, nothing can be done to change what has happened. The
present and future must not be sacrificed to the past

This is not to suggest that historical conscience is not fundamental
to civil society. On the contrary, 1 helieve that Gerbachev's great
contribution was allowing the Russian people the chance to regain
their own history - blemishes and all. But the activities of the German
Parliamens and the Czech and Slovac National Assembly are counter-
productive. What happened happened, nothing can be done to change
it. 1f it is underscood that the ugliness that occurred was due to
institutional failings, then institutions can be established to guard
against it ever happening again. The real problem with much of the
demand for purification is that it scems to stress the ‘bad people’
explanation. 'If we guard against bad people, then all will be well’
Unfortunately, that advice achieves nothing on the path 10 2 civil

society.
Moreover, focusing on the past and atwempting to purify the
popalanion dmply hoge lown o e [ formarion Trothe

political realm, purificacion rituals involving the ‘maming of the
namers’ requires the new leaders to resort to the same unpleaszne
tactics that their oppressors relied on before. In addition, on the
economic front, resentment on the part of the people against former
members of the nomenklatura underlics arguments against ‘sponta-
neous privatization” and the capitalization of former Communist
Party assets. In Russia, for example, privatisatsia (privatization) is
commonly referred to as prikbvatisatsia (piratimtion).m Both the
politics and economics of purification undermine any attempt (o
transform quickly into a marker economy with a limited government.

A successful political economy strategy for the transformation
requires an understanding of the past, bur a focus on che future. A
romantic view of the politics of transformation may suggest that
enlightened leaders can simultaneously punish and purge those that
deserve it without tainting the rest of the civil order. Bur realism in
politics questions that ability.

Political choice, as choice in general, is susceptible to two kinds of
errors: (1) errors of omission and (2) errors of commission. {n other
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words, political choice may entail rejecting a policy thar should have
been accepted or accepting a policy that should have been rejected.
Fither wav_ inefficiency and waste occur Bur hasic principles of
decency demand that the civif order of law be structured in a way that
guards against errors of commission even if that biases the system in
the direction of committing errors of omission. Letting a guilty party
go free, in other words, is strongly preferred to convicting an innocent
party. The witch hunts and character assassinations associated with
purification drives flaunt that basic principle of civil society.

The most fundamental function of free markets, maoreover, is their
role in error detection. The social institutions of competitive markezs,
most notably monetary prices, provide signals to eccnomic actors
concerning errors and motivate the Jearning that leads to the mutual
adjustments among market participants to eliminate the previous
errors of omission {profic opportunities hitherto unrecognized} and
commission (losses suffered as a result of failed projects).

A rezlist vision of political economy must recognize that errors are
ompnipresent in social life. The normative focus must be on political

“and economic institutions that cope well with error and motivate

individuals to adjust their actions to eliminate most of the errors that
are committed. Communism was a political and economic system that
in practice possessed no weapons to eliminate errors of the kind being
discusced here Political and lepal insritutions of communism were not
biased against errors of commission as liberal insututions are
supposed to be. And, the econamic institutions of communism simply
did not provide any signal to economic actors concerning errors of
either omission or commission. As a resulr, the real existing social,
political and economic life under communism was one of perpetual
errofr.

What I have tried to demonstrate throughout this book is that the
reform efforts under Gorbachev failed 1o introduce anything that
would correct the error-prone situation in the former Sovier Union.
The problems of political and economic organization, as well as the
issuc of credibility, were never addressed by Gorbachev. Moreover, in
Chaprer 7, I tried to suggest what I thought would be necessary to
correce the situation. Those suggestions were introduced without
regard to the political feasibility of any proposal I offered. What is
considered politically feasible at any point in time changes roo quickly
to be an issue of concern. Instead, the policy suggestions sought to
provide an institutional framework which would be able to tolerate
and enccurage experimentation and learning among diverse peoples
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in 2 manner which addresses the problems of political economy that |
U ive raired shenaghout the bank Tf such a system is coherent, then it
may serve as a useful wenchmark from which to compare retori
effors.

THE YELTSIN REFORMS

Boris Yeltsin's unlikely ascendancy has brought the promise of a new
freedom to Russia. Unlike Gorbachev, Yeltsin rose to political power
through the industrial management ranks, rather than strictly
through Communist Party activity.” A graduate of the Polytechnic
Institute of Sverdlovsk, Yeltsin went to work at the Urals Machinery
Plant (Uralmash}. He oaly joined the Communist Party at the age of
10, and did so mainly for professional career advancement reasons.
Yeltsin became the manager of Uralmash at 32. Later he was named
First Secretary of Sverdlovsk in 1976 and was finally brought to
Moscow by Gorbachev in 1986. Bur, in October 1987 he artacked
Yegor Ligachev for his efforts in resisting reform and Gorbachev for
his timid support of reform against conservative forces. As a resule,
Yeltsin was purged and ridiculed as uncouth, drunken and mentally
incompetent. But unlike previous Communist Party officials who had
F31nn Fram preace throuphour Sovier history, Yeltsin rose again as a
leader of the democratic opposition. In YY1 hie bewaiht e st
democratically elected President in Russian history. His courageous
stance in the face of the August 1991 coup attempt solidified his
position as the future hope of Russia.

In January 1992, the Yeltsin government began a new stage of
radical economic reform in Russia. The reforms go much further
toward establishing a market econom than any of the proposed plans
introduced during the Gorbachev era. ¥ Whereas Gorbachev remained
throughout his reign emotionally and intellectually committed to
some form of socialist economic planning, Yeltsin has rejected
socialism and emotionally, if not intellectually, embraced the necessity
of capiralist markets for bringing prosperity to Russia. He has
surrounded himself with a team of young econamists, such as Yegor
Gaidar and Anatoly Chubais, who supposedly possess a strong
commitment to reforming the Russian economy and joining the
‘nternational economic community. Buc there remain fundamental
preblems with even Yeltsin's shock therapy.

Gorbachev's piecemeal reforms neither improved the apparatus of
central economic administration (the rhetoric of the first stage, 1985-7}
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nor introduced market discipline (the rhetoric of the second stage,
1087-91). As a result, the economic sitvation actually grew worse
ander Gonlaches Modper deficies soared as suhsidies rn hoth enter-
prises and consumers continued to accelerate. The deficits, in turn,
were covered by printing more roubles. The combined budger deficit
for the central and republic governments in 1990 was an estimated
20 per cent of GNP, and by the fall of 1991 the exchange rate on
the rouble was over 100 roubles to the dollar. Gorbachev's hesit-
ations and reversals evenrually destroyed any credibility the referm
efforts possessed with Western financial institutions by the winter
of 1990-1.

Yeltsin, therefore, inherited not only an abject economic failure, but
an entire social system of production in absolute ruins. On 28 October
1991, Boris Yeltsin announced his economic reform package. The
Yeltsin program eschewed gradualism. “The pericd of moving in
small steps, Yelsin stated,

is over, The field for reforms has been cleared of mines. There is
a unigue opporrunity to stabilize the economic situation over
several months and to begin the process of improving the
situation. Under conditions of political freedom, we must
provide economic freedom, lift all barriers ro the freedom of
enterprises and entrepreneurship, and give people the oppor-
QUNItY 10 WOCK and L0 LECCIVE a8 MULL dy ity il Culi, wiblly
off bureaucratic constraints.””

Yeltsin's broad program consisted of: (1) macroeconomic stabiliza-
tion, including the 'unfreezing’ of prices, {2) privatization and the
creation of a healthy 'mixed economy’ with z strong private sector and
(3) foreign trade liberalization.

Yelsin followed up this promise of radical reform with ten
presidential decrees and resolutions on 15 November 1991 which
placed full economic power in his hands. Russia, he decreed, would
take control of all financial agencies in its territory. Russia would also
completely control oil, diamond and precious metal output in its
territory. In essence, Yeltsin delivered the crushing final blow to the
old structures of Union power.m

Then, on 2 January 1992, Yeltsin's government acted unilaterally
and freed most consumer-goods and producer-goods prices from
administrative regulation. But the Yeltsin economic program has
been attacked from all directions.

Conservatives, like Russian Vice-President Aleksandr Rutskoi,
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areuse Yelrsin aof 'seeking to conduct yet another experiment on the
Russian people.” Moreover, much ot the oppositoin hal L
Yeltsin's reform program faced 2t the Congress of People's Deputies
in April 1992 was due to the fact thar many in the Congress still
represent the old guard, ingluding state enterggise managers who are
unsure of where the reforms will leave them.”

On the other hand, liberal reformers like Larisa Piyasheva, argue
that the Yeltsin program for economic stabilization lacks a foundation
1 basic free market economics. “The stabilization of the economy,’ she
states, ‘should begin with the privatization of properry, nat with
serting exorionate taxes and the introduction of inordinately }n:gh
prices.’ Both the 28 per cent value added tax and the implementation
of price liberalization without first privatizing make no sense 10 her.
All that will result from these efforts is a discrediting of economic
liberalization. Piyasheva concluded that 95 per cent of what the
Russian government s implementing represents ‘eConomic exercises
devoid of common sense.”

Nikolai Petrakov has argued thac the Yelwsin price rcfo)rdm has
‘nathing in ¢ommon with marker-based sewting of prices.” And,
Mikhail Leontyev criticizes the program in even more biting terms,
cfneion sy Velrein's nrice liberalization as the ‘Paviovization’ of
liberal reform. The price liberalization ot January 1Yv< AMOUNty L
nothing more than znother administrative price increase, The basic
institutions of regulated distribution of goods remain intact. Free’
prices are not preventing limics from being placed en the quantity of
goods that can be sold 1o individual consumers. Even wotse, the
government has reinforced the practice of trade rcstrictio'ns by
limiting the ability of individuals to buy low and sell high in lhff
market-place by placing a 25 per cent mark-up ceiling on retail
prices.zs

The main adversary of the Yelsin reforms, however, may in fact be
Yeltsin's own populist posture. He has already backed away from
some of the harsh short-term realities of cconomic liberalization.
Velesin has criticized political opponents and the members of the
media who have attacked his program for reform as engaging in
blasphemous political profiteering. But Yeltsin is not just a critiF (?F
political profiteering, he has also cxprfassed outrage at monaopolistic
profiteering on the part of producers.” o addition, he has already
made some significant concessions o appease segments ozf7 the
population and privatization has not advanced at a rapid pace.” But
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without rapid privatization, price liberalization will not solicit the
supply itspuinse desred.

The Gaidar reform team has decided to pursue the public auction
method of privatization. Nizhni Novgerod, Russia’s third largest city,
has been chosen as the testing ground for selling off government-
owned shops, which if proven to be a successful model could be copied
throughout Russia. Even under these most favorable conditions,
though, only three dozen shops have been sold in the first two
months. At that rate, it would take 8 years to sell the shops in Nizhuni
Novgorod alone. The government intended to sell 100,000 shops
within a year.”" The auction method does not work quickly enough in
privatizing even smazll shops.

Given the industrial structure of the economy, the most important
component of reform is the quick privatization of economic entities.
Agricultural reforms are moving quickly along the lines of a "give
away scheme. At the beginning of 1991, 97 per cent of Russia’s farm
land was comprised of 26,000 state-owned farms, whereas 3 per cent
represented 38 million private plots. Russia, however, has starred o
eliminate the large state-owned farms by simply giving away the farm
land to the farmers. Since January 1992, farmers on state-owned

farms have been allowed to vote on whether to remain state-owned,

e e Y e dee wacicng alteenartee nenperey asranoements

Only 10 per cent have voted to remain state-owned. %0 per cent have
voted to experiment with alternative arrangements. 50 per cent have
chosen to divide their giant farms into family farms or private farm
associations where farm land is owned and managed privately, bat the
farm cquipment is commonly shared. The other 40 per cent have
voted to remain a single unit, but be operated as a privately held
cooperative.” This agricultural reform mode! should be copied for the
induserial sector as well.

The main concern of reformers should be to transfer resources as
quickly as possible to private hands and establish a rule of Jaw that
protects private property and the freedom of encry.” Ouce resources
ate in private hands and property rights are well-defined and strictly
enforced, resources will tend to flow in the direction where they are
valued most by economic actors. Small shops and large industrial
enterprises should simply be transferred to the ptevious de facto
owners. As | argued in Chapter 7, the managers of existing enter-
prises would be in the best position to take over control of the state-
owned firms. But, in a fundamental sense it does not matter if
ownership is transferred to managers or workers. As long as subsidies
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to enterprises are eliminated, freedom of entry is permitted and
liquidation of assets is allowed, resources will be channeled in a
manner consistent with their etfecuve use. Puvatization woupled with
comprehensive foreign trade liberalization will demonopolize the
industrial system in one step. Normal market forces of profit and loss
will guide resource use from that moment on.

In addition, racher than engage in cndless debare, perhaps the
public/ private question could be solved by siml:;!y copying a Western
model, say the US, with an added proviso.” Services that have
traditionally received an economic justification for public provision
and/or regulation on market faifure grounds could remain as state-run
enterprises - public utilities, courts and legal system, schools, naticnal
defense and sc on. But, all other services need to be turned over t the
market. Moreover, even in those areas where it is thought that
government provision must remain, responsibility for that provision
must be decentralized to the most local level and exclusivity must be
denied. Competition from alternative producers, as well as from other
locat and regional governments, will assure that a public/private mix
will emerge that corresponds in a reasonable manner with the desire
of the populace.

This type of program, however, is far removed from the IMF-type
of reform that the Yeltsin team is following. On 28 Tebruary 1992,

T Do v g raloaaed g memarindum on eranomic policy
reconﬁrminé the commitment t¢ economic reform and their integ-
cation into the world economy. This memorandum was sent to the
Board of Directors of the IMF to be considered in deliberations on
whether Russia would be offered full-membership in the IMFE.” The
Russian government, along with most of the other republics of the
former Soviet Union, was offered full-membership on 27 April
1992

Unlike the received wisdom, | da not see this as an unequivocally
Jesizable invitation. Certainly, IMF and World Bank membership
grants a degree of credibility in the international market-place to the
reforming countries. But, how successful has the advice of these
institutions been in helping other countries reform their economies?
The IMF's standard policy calls for an economic austerity program
that is questionable on theoretical and empirical grounds. Even Jeffrey
Sachs has admitted that the critics have a point when they argue that
‘there are almost no success stories of countries that have pursued
IMF austerity measures and World Bank structural adjustments tC

. ; . 4
reestablish creditworthiness and restore economic growth.
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The basic problem is the IMF's preoccupation with managed
macroeconomic stabilization policy which biases analysis in a direc-
quon away from the microeconomie steuctural reform required A rax
system that rewards saving and that encourages investment, abolition
of tariffs and other trade restrictions and elimination of burdensome
regulations on industry would ga a long way toward restructuring the
system. Successful monerary reforms, moreover, have traditionally
been accomplished by either redeeming the currency for a more
credible foreign currency or a precious metal, rather than through the
devaluation programs sponscred by the IMF and financed by a
monetary stabilization fund.

Foreign loan and credit programs do not lead ro the needed
structural changes. The 'Grand Bargain’ idea is neither grand nor a
bargain.” And while Grigory Yavlinsky's ‘Grand Bargain’ proposal is
no longer on the rable, the appeals for Western aid from the Gaidar
reform team possess the same implicit logic: provide aid for the
peaceful transition or else ugly Russian nationzlism and militarism
will most likely resurface. But foreign aid will not lead to the
fundamental structural changes in the political economy that are
necessary. Instead, the funds provided in the name of stabilization wtll
unfortunately send Russia down the same failed path that Latin
America and Africa have gone in the past few decades at the urging of
international lending institutions. Yeltsin, like Gorbachev before him,
will find nimseir ar the neim of an ecotoury descending Tl thier did
further into an abyss of despair and deprivation.

Prosperity, on the other hand, will come from creating opportu-
nities for investment of capital, both foreign and domestic, 1o turn a
profit. Government {or government agency) to government aid is not
the source of economic development. The flow of private financial
fesources into an economy is the important signal to receive indicat-
ing that reforms are moving in the right direction. Stability of law and
the ability to repatriate profits will atrract business investment from
afar and stimulate economic development. The development of 2
nation's economy is the consequence of an open-ended process of the
discovery of opportunities for mutual gain among actors. Not only
must the institutional environment generate incentives so eCONOMIC
actors use existing resources in an efficient manner, but the institut-
ional climate must also provide incentives that stimulate the percep-
tion of new possibilities among economic actors for effective resource
use that had remained unexploited until their discovery. In other
words, economic development flourishes whenever an institutional
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framework is established within which spontaneous processes of
unplediiabie mulud wiseovery vl uppuituinties JC ::{‘.Lu.;[.lgﬁ_'d.m
With its rich abundance of natural resources, Russia could develop
into the thriving world economy of the twenty-first century under the
right institutional conditions.”” Unforcunately, Yeltsin's Russia is still
a long way from establishing the requisite market and legal institu-
tions for that development to happen.

THE SPIRIT QF THE AGE

Whatever happens in Russia, the collapse of communism possesses a
meaning that goes well beyond the immediate problems of the day -
no matter how profound those problems are. Whether Yeltsin fails or
succeeds, the pelitical and intellectual world will never be the same.
The twenticth century was the age of socialism, and that era is now
over.”” In an even more fundamental sense the collapse of commu-
nism has signalled the end of modernism and all that encails.”

“The end of Communism, Vaclav Havel writes, 'is, first and
foremost, a message to the human race” We bhave not yec fully
deciphered its meaning. Bur, in its deepest sense, ‘the end of
Crmminiem hae hrovughe 4 maine era in human history taan end Tt
has brought an end not just to the 19¢h and 20th centuries, but to the
modern age as a whole.™ Marxism was the quintessential modernist
movement. Through rational design man's emancipation from the
oppressive bonds of nature and other men would be accomplished.
Lenin was the guardian, and then delivecer of this emancipation
project to Russia. Lenin, in addition ro Russian Marxism, was
influenced by the fanatical raticnalist Nikolai Chernyshevsky, and
especially his novel, What is to be Done?, from which Lenin drew the
title, and much of the spirit behind, the basic charter of the Bolshevik
movement. "The resule, Martin Malia points cut, 'was a fantasy of
Reason-in-Power that mesmerized the entire twentieth century, both
East and West,""

With the socialist movement the Enlighrenment turned against
mankind and enstaved him in chains made of his own Reason. The
death of the political economy of socialism does not mean the end of
ideologica! dispure nor the rejection of reason. Hiscory has not ended,
even in the narrow sense that Francis Fukuyama intended.” The
substitution of technocratic problem solving for passionate discussion
of ideas and values is not the intellectual curse that follows the death
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of communism as a legitimating power, but rather the logical
CONBEHC L of micalernistlc s fentism

The post-communist era, if anything, will require that ideological
visions of what is good and just be articulated by new spokesmen.
Imagination, idealism and the purely abstract goal of a free society
must replace the scientistic notions of the past era in which the desire
w0 order society in strict accordance to a rational plan ended in
political arbitrariness and economic poverty. Just because the ideas
that fuel the imagination may not be brand new does not necessarily
mean that they are old.® ’

The liberalism of the nineteenth century failed because of its
inability to protect against opportunistic invason (namely, interest
group factions wirthin representative democracy), and the socialism of
the twentieth century failed because it was an incoherent utopia
{unable to engage in rational economic calculation, and, thus, to
progress economically), What is required for the twenty-first century
is a2 vision of a new, but workable, utopia. A post-modern vision of
politics and economics if you will. Such a vision of political economy
must combine the humilicy toward the power of reasen to control
social processes found in the Scottish Enlightenment, with the wealth
of theoretical and empirical information that is ta be gleaned from the
cvenriedh conmnry experiens e Tt economis plhianine in bk Fasr

and West.

CONCLUSION

We have the good fortune to live in exciting times. A world that had
appeared to settle into a nice equilibrium since the 19705 was
suddenly sent spinning in the mid- to lare-1980s. New questions
concerning international relations, economics, politics, law, ethnic
tranquility and nationhood are now up in the air. Most of these
questions are far from being answered, and probably will not be in the
foreseeable future. And, even if we come to a consensus on some of
the issues, each generation must ask them anew. But, universal
principles of social interaction do exist for us to discover and those we
find must be incorporated into the social wisdom if we are to avoid
destroying civilization.

If the Soviet experience can teach us anything, it is that we must, as
Richard Ericson has put ir, "abandon the Faustian urge to control, to
know in advance, and thus, to allow economic outcomes to arise
naturally as the unpredictable consequences of market interaction.”’
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WHY PERESTROIKA FAILED

The processes of market interaction fundamentally lay beyond cur
control. Rather than attempt to design optimal plans and control
sl foTers, wal o inteilectual offoree s Ve Tevored raasking
questions about the institutional framework within which activities
beyond our control will take place. Raising and providing useful
answers to such questions, however, requires an array of disciplines.

Econemics is an important, in fact essential, component in this
inquiry. But, economics cannot provide all the answers. Politics,
philosophy, history and cultural theory, along with other intelleceual
disciplines and commen sense, must also be employed.

Most importantly, though, moral reasoning must be allowed 1o
regain a legitimate place in scholacly endeavors. Perhaps the most
fundamental reason why Sovietologists were so surprised by the
events of the late 1980s was the hegemony of a scientistic meth-
odology which disregarded evidence from the humanities {such as
literature and personal testimony) and dismissed questions of human
meaning as metaphysical nonsense. Reasoned debate about such
fundamental issues can, and must, take place if we are to think in an
effective way about the politics and history of our times.
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