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LC: In 1989, the fall of the USSR unleashed a wave of optimism across Europe.
The former Soviet states were ready to leave communism behind and embrace
the ways of the West. A utopian United Europe seemed like a real possibility.
But by the 1990s, the reality in Eastern Europe was very different.

LC: What happened to the hope and optimism of 1989? How did the promise of
a new Europe turn sour so quickly? And what does it all mean for us today?

[00:02:00]

I'm Luke Cooper. And this is “Between Dream and Tragedy,” an inquiry into
where things went wrong for the dream of united Europe. I've been studying the
rise of nationalism across the continent and pondering how we can rebuild
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support for a united Europe. In this series, I share what ['ve learned. In Episode
One, we examined how a new vision of Europe emerged in 1989 as the USSR
collapsed. The idea of a united liberal democratic Europe became a founding
myth that would shape European politics for decades to come.

In this episode, that dream comes crashing down to reality. Over the previous
two decades, a new experiment in free markets had transformed economic
thinking in the Western world. The '80s were the era of Margaret Thatcher and
Ronald Reagan, champions of the greed is good society. It was a time of
widespread consumerism, decadence, and industrial strife. What happened
when you applied free-market capitalism in societies where the state had
controlled almost every part of the economy? No one really knew. Former
communist countries became a laboratory for a new form of social engineering
that was called shock therapy. And the result was the most rapid and destructive
transition between economic systems humanity had ever known. At a time when
hope in the unification of Europe had never been higher, this was a pivotal
moment for the new political order forged in the ashes of communism.

[00:04:00]

LC: That's Reagan in 1964. He's campaigning for Barry Goldwater, a small
government, low taxes Republican candidate. Sixteen years before Reagan
became president himself, he warned of the dangers of socialism and big
government. The choice was simple.

LC: Goldwater was heavily defeated by Democrat, Lyndon Johnson. But
Reagan's speech here encapsulates the principles he would enforce in office years
later. On the other side of the Atlantic in 1979, Thatcher was elected Prime
Minister on a similar platform.
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LC: These two leaders believed that a simple idea lay at the root of all prosperity.
Markets should be left alone with little democratic control and as much freedom
as possible for capital to make money. This would create an efficient and
meritocratic society or so the theory went. Thatcher and Reagan prioritized
fighting inflation over protecting jobs, high-interest rates hit failing industries
and put millions out of work. But most of all, they changed how the state
worked, and what it was for. They proposed restricting the state to its core
functions, the police, the courts, and national security. And they wanted less
state activity in the economy. The old, nationalized industries were targeted for
privatization and sold off one by one. Trade unions were weakened. It was a
dramatic transformation that pitched bosses against workers.

[00:06:00]

LC: Thatcher, in particular, turned one of Western Europe's most social-
democratic countries into one of its most conservative in the space of a decade.

[00:07:00]

LC: Partly by accident, partly by design, Thatcher and Reagan staunchly
conservative anti-socialist politics would dominate the decade. By its end, they
had transformed not only their respective countries, but the international order.
Socialism was in retreat, while a new global consensus rose up. They also
prosecuted the Cold War aggressively with more military spending and tougher
rhetoric. The aim was clear, turn the screw tight as a weakened Soviet Union
stumbled.
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LC: Thatcher and Reagan were true ideologues. Their mantra was individual
responsibility. The goal was a bigger and more profitable private sector. Even if
this meant the skyrocketing inequality we continue to live with today. Critics call
this neoliberalism. Because it revived the classical liberalism of the 19th century.
It was now repackaged as the ideas of a new age. And when communism
unexpectedly collapsed, it had the opportunity to go global.

[00:09:00]

LC: Alan Greenspan speaking in 1990 as chairman of the American Federal
Reserve.

LC: In the battle of ideas, it seemed capitalism had triumphed over economic
organization. The liberated states of Eastern Europe had been living under
autocratic and inefficient bureaucracies for decades. The apparent dynamism
and energy of the free-market system must have seemed alluring. So, what
happened when you combine the ideas popularized by Thatcher and Reagan to
the world's most state-dominated economies?
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[00:10:30]

In the year prior to 1989, about 3% of the people in the USSR, Central, and
Eastern Europe lived below the poverty line. That's around 14 million people. By
the end of the 1990s, that number was 88 million, one-fifth of the total
population. Thatcher and Reagan had created a clear model for Eastern Europe,
sell it all off and sell it quick. Let the market decide what jobs to keep, as the state
be to retreat from the economy. But in the East, this was combined with
institutional and legal chaos as one state collapsed, and another one was built
amidst a lawless capitalism. The result was mass unemployment, a dramatic fall
in living standards, and widespread economic woes.

LC: Many workers [00:11:30.456] were left cynical and desperate. This Russian
miner told a television crew in the mid-1990s, he still had a job but hadn't been
paid for six months.

[00:12:00]

LC: Alena Ivanova is a product of post-1989 Europe. She grew up in Bulgaria in
the 1990s and remembers it as a time of frustration.

LC: However, there was still a sense of opening up to the world. Food shortages
and blackouts coexisted with strange cultural signifiers of the new opportunities.
For example, one-time luxuries like a pair of jeans gradually became more
available.

[00:13:00]
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LC: It was a complex time when new opportunities sat side by side with the
brutalities of shock therapy. However, after all the hope of the peaceful
revolutions, the overwhelming feeling was tremendous disappointment.

[00:14:00]

LC: For those visiting Eastern Europe for the first time with great expectations,
the reality could be a shock. Marci Shore is an associate professor of History at
Yale University. She first traveled to Eastern Europe in 1993.

[00:15:00]

LC: Dick Armey, then-Republican House Majority Leader said in 1999 that
Russia would become a looted and bankrupt zone of nuclearized anarchy. And
he was hardly a sympathizer of the old USSR. Even in states where the transition
was more stable, it wasn't always clear who was in charge, who set the rules.
Marci Shore remembers the chaos of the transition.
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[00:16:00]

LC: What had gone so badly wrong? Mary Kaldor is an Emeritus Professor of
Global Governance at the LSE. She was heavily involved in the European civil
society movements that helped drive the peaceful revolutions and the fall of the
USSR. She believes there was a serious disjuncture between the grassroots
activity of civil society in Eastern Europe and the process of democratization that

followed 1989.

[00:17:00]

LC: With the economic restructuring of Central and Eastern Europe became a
tremendous irony, the Anglo-American West had heralded the changes with
fiercely anti-socialist language. However, this new system was what allowed the
old Soviet ruling class of state managers to transition into a capitalist class with
private wealth and property. The civil society movement was idealistic and
ideologically unprepared for this shift. Mary Kaldor.

[00:18:00]

LC: For Marci Shore, this reality was a stark contrast to the economics she was

used to in America.
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[00:19:00]

LC: The introduction of democratic rights and freedoms brought Central and
Eastern European societies into participation in the most precious experiment of
our modern world, majority rule and human rights. However, as Marci Shore
puts it, this was no fairytale. The economic models imported from the West
proved to be destructive. It took the former Soviet Nations years to recover from
the shock. And as the states embraced national self-determination, it provided a
pool of emotions that future nationalist movements would draw on and use to
challenge European unity. Could it have gone any differently?

Some figures in the West like French President Francois Mitterrand had also
backed the idea of a more gradual reform. Soviet leader Mikhail Gorbachev had
been introducing new economic policies before the fall of the USSR. However, in
the fallout of '89, the more moderate voices that supported incremental change
were drowned out. There was a dash to break with socialism in a fundamental,
not just gradual way. And the seemingly simple remedy offered by Thatcher,
Reagan, and their successes found a wide hearing.

So, what were the lasting consequences of this great experiment? We are still
living with the consequences for the simple reason it made it harder, not easier
for Eastern European states to catch up with the West. So, the very policy that
was designed to match the achievements of the West as fast as possible had an
opposite effect. It also created a lot of bitterness and resentment against the
globalized interconnected world that the new states of Eastern Europe had
entered. Decades later, nationalists are exploiting this. Viktor Orban, one of
Europe's most hardline nationalist leaders cut his teeth as a young liberal in the
1980s. However, today, he has rounded on the destructive effects of liberalism.
He uses the economic devastation it caused as evidence to support his nationalist
arguments. History has a powerful role in the collective imagination. 1989
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continues to have an extraordinary and enduring impact on the contemporary
politics of European societies. In Eastern Europe, idealism was shattered by the
crude and uncompromising realism of economic Shock therapy. But 1989 also
set in motion another key development that led to the Europe we live in today.
The Maastricht Treaty, a seismic moment that we'll explore in our next episode.

[00:22:00]

Today, our democracies often feel very fragile. In my new book, the
"Authoritarian Contagion," I investigate why that is. What's driving the lurch of
societies to this authoritarian politics and what exactly can we do about it? It's a
warning of danger, but also an impetus to act. You can preorder your copy now
for the discounted price of 7.99. Just go to the Bristol University Press website
and search for "Authoritarian Contagion."

"Between Dream and Tragedy" was produced by Caroline Thornham. The series
is hosted by the Europe's Futures program at The Institute for Human Sciences
in Vienna, and was supported by the ERSTE Foundation and the European
Cultural Foundation. For more information on Europe's Futures, go to
europesfutures.eu.
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