Introduction

Economists and Socialism

ONE OF THE MOST DRAMATIC EVENTS of the past fifty years has
been the worldwide embrace of neoliberalism, an economic and po[iti-
cal I'deo[ogy that gloriﬁes the market and condemns the state, socialism,
and even collective ideals, such as social justice. The Reagan and Thatcher
governments epiromized these trends by atrack.ing the welfare state, reject-
ing state regulation, privatizing state companies, and turning over state
functions to market actors. Observers soon found that many Eastern Eu-
ropeans also had a seemingl}r Reaganite or Thatcherite obsession with free
markets. As an exchange student in Budapest, Hungary, in fall 1988 and
spring 1989, I also was bewildered by the supposed socialists who taught
us at the Karl Marx University of Economics and sounded more like
Reagan Republicans than socialists. The fall of the Soviet Union in 1991
seemed to affirm the global victory of neoliberal capiralism, leading to the
further dismantling of state socialism and the implemenrarion of market
and democratic reforms around the world. Neoliberalism fundamentally
changed the world. This book suggests that, far from a hegemonic jugger-
naut, neoliberal capira[ism was a parasitic growrh on the very socialist al-
ternatives it artacked.

An enormous literature explores the rise of neoliberalism and its
profouﬂd effects on economies, polities, cultures, and societies. A new
literature investigates whether neoliberalism is now on the decline.! In
this book, I stuc[y the central role of prc-fessic-nal economists in the de-
velopment and spread of neoliberal ideas and policies. Economists create
many of the images and the [anguage that policy makers and laypeople
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use to discuss the economy. Through their influence on political and other
elites, they also change the world to better fit their theories and abstract
models.? Even “the economy” itself as a distinct sphere and an o]::-jecr of
social science and government policy resulted from the professional work
of economists collaborating with governments and other organizations
(Mitchell 2zo002: ch. 3).

In general, scholars have presenred three accounts of how econo-
mists developed and spread neoliberalism. Each assumes that economists
have always taken a side either for the state or for the market and thus
that every economist can be located on a state—market axis. The first ac-
count focuses on individual righpwing economists, MmMost signiﬁcanrly
Milton Friedman and Friedrich von Hzlj,/ekﬂ who developed radical free
market ideas that form the core of neoliberalism. A strategic network of
righpwing think tanks, associations like the Mont Pelerin Society, and
foundations like that of the Scaife family packaged these neoliberal ideas
and used them worldwide to attack any state role in the economy, from
regulation to Keynesianism to central planning (Bourdieu and Wacquant
1999; Campbell 1998; Centeno 1998; Cockett 1995; Hartwell 1995; Har-
vey 2005; Kelly 1997; Klein 2007; Mirowski and Plehwe 2009; Smith
1993; Valdés 1995; Yergin and Stanislaw 1998).° In her Shock Doctrine,
Naomi Klein (2007) argues that Milton Friedman and other neoclassical
economists took ac[vanrage of economic crises to realize this radical free
market package as shock rherapy, which produced “disaster capimlism”
worldwide.

A second type of account suggests that neoclassical economics, with
its free market models, acts as a kind of neoliberal Trojan horse (A[igica
and Evans 2009; Big[aiser 2002; Kogut and Macpherson 2007).* In his A
Brz'ef History qf Neoliberalism, David Harvey (2005) brﬂliaﬂtly describes
neoliberalism as a political project to restore the power of economic elites
after the successes of the left in 1960s, but he conflates neoliberalism and
neoclassical economics.” Ronald Reagan and Margaret Thatcher came to
power with a mandate to realize this political project, bringing it together
with a separate “utopfan pro_ject” to realize right—wing economists’ vision
of free market capitalism that masked the polirical project. J’Lccording to
many authors, this neoliberal vision is based on neoclassical economics, in

opposition to Marxism. Harvey writes:

The ncoliberal label signaled their [these cconomises’] adherence to those free market

principles of ncoclassical cconomics that had emerged in the second half of the nine-
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teenth century (thanks to the work of Alfred Marshall, William Stanley Jevons, and
Leon Walras) to disp[acc the classical theories of Adam Smith, David Ricardo, and,
of course, Katl Marx. (2005: 20)

Harvey finds the core of neoliberalism in neoclassical economics with its
“free market principles.” Sociologists Campbell and Pedersen similarly
argue that "a deep, taken—fbr—granted belief in neoclassical economics™
forms the core of neoliberalism (2001: 5). Scott Sernau represents a more
generally held view:

Many nations around the world were discovcn'ng the ideas of free trade and free
markets. The intellectual basis for this approach comes from neoclassical economics.
This approach is sometimes termed neoliberalism . . . Thus neoliberalism is the cco-
nomic philosophy of American political conservatives . . . On the international level,
the IMF and the World Bank champion their own form of neoclassical economics.
(2010: 39—40)

Neoclassical economics, many observers agree, has p[ayec[ a fundamental
role in the rise of neoliberalism worldwide. The conversion of much of the
world to neoclassical economic thinking, according to these accounts, led
to support for neoliberalism and thus undermined socialism, which did
indeed suffer a cataclysmic decline from the late 1980s.

The third type of account points to economists with American neo-
classical training who gafned powerful positions in international financial
institutions, such as the World Bank and the IMF, which impose neo-
liberal ideas on countries around the g[c-be and support the formation
of neoliberal advocates worldwide (Babb 20013 Dezalay and Garth 2002;
Henisz, Zelner, and Guillén 2005; Orenstein 2008).* Economists within
these institutions and their worldwide network of advocates successfully
replaced state-led developmenr with neoliberal free market policies. These
three arguments work nicely together to demonstrate how economists’
ideological project worked in paraﬂel with business elites’ political project
to reorganize capiralism and reestablish their own power (Blyth 2002
Harvey 2005; Klein 2007).

This manuscript builds on, but also criticizes, these three types of ac-
counts by re\'ealing the socialist origins of neoliberalism. The right—wing,
capiralisr origins of neoliberalism have been clearly demonstrated. Observ-
ers have noted thar not only right-wing leaders, such as Pinochet in Chile
and Fujimori in Peru, but also socialists, such as those in Western Eu-
rope and Latin America, implemented neoliberal policies (Bourdieu and
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(Grass 2002; Mudge 2008; Sader 2008). To understand this, I argue that we
should not conflate neoliberalism and neoclassical economics, we should
not assume that neoclassical economics is a capitalist science or iciec-iogy,
and, most importantly, we should go beyond the state—market axis.

1 define meoliberalism as a set of ideas about how to organize markets,
states, enterprises, and popuiations, which shape government poiicies.?
These poiicies include ciereguiatic-n, liberalization of trade and capital
Aows, anti—inﬂationary stabilization, and privatization of state enterprises.
My understanding of the debates in Eastern Europe and about Eastern
Europe in the early 1990s informs this definition.” The most striking
characteristic of neoliberalism has been its advocacy of free, unfertered
competitive markets, or in the words of Joseph Stiglitz its “marker fun-
damentalism” (2003: 74).” According to neoliberal ideoiogy, competitive
markets and prices, free from poiirical intervention or bureaucratic in-
terests, could and should take over state functions. Competitive market
prices could guide governance more effectiveiy and more _justiy than the
state could. At the same time, neoliberals call for a strong or even au-
thoritarian state to protect private property, as well as to creare private
property and markets."” Neoliberalism also privileges the power of man-
agers and owners and attacks the rights or potentiai rights of employees
(Harvey 2005). There is a distinct lack of concern among neoliberals about
the inefficiencies and concentrations of power within iarge corporations
(Mirowski 2009: 438). l:inaiiy, Milton Friedman, Friedrich von Hayek,
and other neoliberals also had a commitment to capitaiism, a kind of
capitalism with the qualities listed above: free markets, authoritarian yet
small states, and hierarchical firms controlled by managers and owners,
rather than by workers. In sum, neoliberalism avidiy supports all of the
Foliowing:

I. competitive markets

2. smaller, authoritarian states

3. hierarchical firms, management, and owners

4. capitalism
Someone who supports only ene of these elements, even competitive mar-
kets but not the others, is not ﬂecessarﬂy neoliberal.

This fourfold definition avoids the commeon assumption that econo-
mists are either pro-state or prc-marlcet. As Timorh}' Mitchell (1990) argues,
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elites “enframe” the world into dichotomies, constructing a seemingiy du-
alistic world— Soviet socialism versus Western free market capiraiism, for
instance—to bolster their own authority. The state—market dichotomy
obscures the nature of economics and elite power. This dichotomy easily
blurs into other dichotomies: between socialism and capitaiism, between
central pianning and the market, berween Keynesianism and monetarism,
berween Latin American structuralist economics and American neolib-
eralism, and betrween Marxism and neoclassical economics. As a result,
arguments about the state almost effortlessly become a mishmash of argu-
ments about socialism, central planning, Keynesianism, Latin American
economic structuralism, and neoclassical economics. In contrast, I have
found that neoclassical economists, in their professionai writing, do not
focus on whether they are for or against the competitive market; rather,
rhey use markets, central planning, socialism, and neoclassical econom-
ics simuiraneousiy as anai}'tical tools and somerimes as normative models.
They have also been more concerned about another axis altogether: hier
archy and democracy. For example, some neoclassical economists advo-
cated markets and rejected state planning in the name of economic democ-
racy and communism. Thus, these economists criticized state socialism and
state capiraiism, as well as corporations, with the goai of ending worker
exploitation and creating a new form of socialism. Another set of neoclas-
sical economists also advocated markets bur assumed hierarchical firms
and an authoritarian state. The state—marker axis used in pubiic discourse
hides a very different conversation going on within professionai economics.

My approach complements, but also deviates from, Foucauldian
studies of neoliberalism. In his lectures at the Collége de France in 1978
and 1979, Michel Foucault (2008) discussed neoliberalism as a form of
governmentaiity. Those foilowing Foucault understand neoliberal gov-
et'J:lmentaiir)-r as seei{ing to manage popuiations ]:)y shaping individuals as
governable, seif:ciisciplined, enterprising subjectivities—thus engineering
their souls—and by governing them from a distance, not rhough direct
intervention by state agents, but by calculation, guidanee, and incentives
(Ong 2006; Rose 1996: 1999). Using this approach in his study of Czecho-
slovak technocrats, Gil Eyal (2003) has demonstrated that neoliberalism
also emerged independently from capitalism and out of Eastern European
socialism. Eyal has suggested that neoliberalism is not necessarily capital-
ist but rather is an art of governance possibie under a variety of economic
systems. By highiighting the ways that state, market, and EXpert power
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were fused in a new neoliberal configuration during socialism, Eyal pro-
ducriveiy avoids assuming thar economists have aiways taken a side ei-
ther for the state or for the market. Yet, while the Foucauldian approach
has produced many insights into neoliberalism, it collapses alternatives
to neoliberalism, including socialisms, into neoliberalism as simpi}r other
examples of engineering the soul. To understand the views of neoclassical
economists more generally, one must move beyond the state—market axis
to recognize the variety of socialisms that neoclassical economists have
expioreci since the nineteenth century.

In the United States and now around the world, neoclassical eco-
nomics represents the mainstream of the economics discipline. Neoclas-
sical economics differs from heterodox economics, inciuding Marxism,
evolutionary economics, and the Austrian School after the Second World
War, which this book oni}' briefly discusses. Keynesians, libertarian and
monetarist Chicago School economists like Milton Friedman, and many
Eastern E.uropean socialists all practiceci this neoclassical economics, while
Friedrich von Hayek and the Austrian School abandoned this practice after
the Second World War. Neoclassical pioneer and Keynesian Paul Samuel-
son acknowiedged this view: “Economists do agree on much in any situ-
ation” (1983: 5). For example, in regards to Milton Friedman, Samuelson
continued, “I could disagree 180° with his policy conclusion and yet con-
cur in diagnosis of the empiricai observations and inferred probabiiiries”
(1983: 5—6)."' Therefore, to understand neoliberalism, we must separate
neoliberalism and neoclassical economics and leave behind the commeon
assumption that neoclassical economics is a science of capitaiism.

William Staniey Jevons in Engiand, Carl Menger in Austria, and
Léon Walras in Switzerland are generally credited with simultaneously
discovering neoclassical economics in the 1870s."” Neoclassical economists
moved beyoﬂci the classical view that the value ofgoods is based on the ob-
Jjective costs of their producric-n (the labor rheor}r of value) to the neoclassi-
cal view that value is mbjen?iw or percer'wd', that the individual agent—an
individual or a ﬁrm—judges the utiiiry or usefulness of certain goods or
services. This shift to a subjective understaﬂciiﬂg of value and prices in
the 1870s created what became known as the Marginalist Revolution be-
cause neoclassical economists began to study individual agents’ behavior
at the margins, such as the additional satisfaction a consumer gains from
each extra (or marginai) unit of consumption. This is why neoclassical

economics is often referred to as “marginaiism.”'j While not all neoclas-
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sical economists used mathematics, such rnarginalist understandings of
economic behavior allowed economists to appl}' calculus, theorems, and
metaphors from physics to the field of economics, which seemed to prom-
ise a new sclentific foundation based on the regularities of the mechani-
cal world (Mirowski 1989)."* Neoclassical economists also studied how
markets coordinate agents in some regu_lar way, thus allowing economists
to describe and predicr collective action. These economists assumed that
markets (individually and collecri\'ely:l have at least one equilibrium state
in which prices encourage the most efficient production, distribution,
and consumption. Neoclassical economics was not imrnediareiy popular
among economists but became the mainstream by the Second World War
(Bernstein 2001; Howey 1989; Yonay 1998). In sum, neoclassical econom-
ics is characterized by the stud],r of individual agents, subjecti\'e values
and prices, marginal calculation, collective action througl’l markets, and
marker equ'1lil':ori1_ln'1.H

Neoliberalism can be said to have socialist origins for three reasons:
FEconomists use socialist models to create new l{nowledge; these socialist
models allowed for a professionai dialogue among neoclassical economists
in the socialist East and the capiralist West; and neoliberalism incorpo-
rates the knowiedge created in this transnational diaiogue about social-
ism. [ explain each of these points in the foliowing paragraphs.

First, while the language of individuals, markets, and prices suggests
a capiralist perspective on the economys; socialism in fact piays a founda-
tional role in neoclassical economics. Because some neoclassical econo-
mists have played a central role in promoting and implementing neoliberal
poiices, this suggests that neoliberalism has socialist origins. Neoclassical
founders created mathematical models of the entire economy and showed
that iﬂreeljyr competitive markets produced optimai results in producrion,
distribution, and consumption. Unexpectediy, by the 1890s, neoclassi-
cal economists also discovered that the competitive market economy was
mathematically identical to the centrally planning economy. An econo-
mist could, therefore, take the mathematical models of the market and,
rather than predicting how a free market nligl'lt act, the economist could
solve the equations and ﬁgure out the best prices and quantities withour a
marker. Economists developed models of a “socialist state” with a central
planner and state ownership of the means of production to develop new
neoclassical theories and tools. As a result, both the pure competitive mar-
ket and centrally planned socialism sit rogerl'ler ar the center of neoclassical
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economics, no matter the politics of an economist. The methoclological
cenrraliry of socialism to neoclassical economics informs neoliberalism.

Tocla}', neoclassical economists still regularly use models of a social-
ist state to rieveiop their theories. Former head of the China division at the
International Monetary Fund and current advisor to the Indian govern-
ment Eswar Prasad recenrly stated, “We economists think that a benevo-
lent dictator—a benevolent dicrator with a heart in the righr place—could
actually do a lot of good™ (Kestenbaum 2010). Prasad does not voice some
eccentric view. A benevolent dictator, more usuall}' called “the social plan—
ner,” appears thrc-ugl'lour mainstream economic writing, ‘The Cl‘licago
School (for example, Becker, Murphy, and Grossman 2006) and the ratio-
nal expectations school (Hansen and Sargent [1994] 1996; Kydland and
Prescott 1982; Lucas 1972; Lucas and Prescott 1971),' as well as the more
lefr-leaning market failure school (Dasgupta and Stiglirz 1980a,b), base
their models on a hypc-thesized social planner.'? According to economists,
the social planner is an imaginary benevolent representative for all of soci-
ety. This pianner has complete information about costs and pref'erences.'s
With perfecr knowleclge and certainty, the social planner chooses, for ex-
ample, proclucric-n activities to maximize consumption. In this way, the
social planner seeks to maximize social welfare for all members ofsociety.
The economist then evaluates the results of a new policy or institution in
comparison with the results obtained ]::-y the social pianner, which serve as
a benchmark. As this book shows, the social planner is the socialist state as
imagined in the 1890s. Mainstream economists, no matter their political
persuasion, mobilized state socialist models to stncly all economic systems
and policies.

Neoliberalism appears as disembedded liberalism, as a commitment
to unfetrered markets {Blyth 2002), when, in fact, institutions are always
the Dbject of debate. If we understand institutions as taken for granted
social patterns, then markets and planning should also be considered in-
stitutions, but I have found that neoclassical economists think about mar-
kets and planning differenrly from other institutions. On the surface, some
economists present a harrow interpretation of neoclassical economics that
markets and any necessary institutions would spring up like mushrooms
when the state retreated from the economy. ﬂlternatively, Eastern Euro-
pean conservatives also offered a narrow view of neoclassical economics,
which instead arguecl that central planning and any necessaty institutions
would spring up like mushrooms when markerts disappeared. Markets and
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a centraiiy pianned socialist state exist at the core of neoclassical econom-
ics and thus embociy these narrow views. However, narrow interpretations
merely take the existing institutions as given (Horvat 1961, 2). Neoclassical
economists contiﬂuaiiy talk about institutions requireci for the successful
functioning of these core elements, the market or the centrally planned
socialist state.

Neoclassical economists claim that both competitive markets and
central piaﬂning require either (1) hierarchical, authoritarian institutions
or (2) decentralized, egaiirariaﬂ, democratic institutions. For Exampie,
economists David Lipton and Jeffrey Sachs argued for the necessity of
hierarchical institutions, such as iarge (often foreign) corporations thar
have the funds to buy state-owned firms, for the eradication of worker
seif-management and ownership due to their supposed inefliciencies, and
for a strong state to enforce massive redistribution of resources. In con-
trast, some socialist economists in Germany and Engiand in the eariy part
of the twentieth century Dptimisticaiiy thought that socialist institutions
would make the economy actuaily resemble the ideal neoclassical models
of the free market. These institutions included state or social ownership
of certain parts of the economy, worker ownership of firms, workers’ self-
management, cooperative ownership, and various forms of democracy, as
well as antimonopoly laws and company autonomy, that would make free
markets, as well as efficient and just socialism, possibie. Thus, an econo-
mist like Joseph Stiglitz has been equally committed to competitive mar-
kets and to economic democracy. In the eyes of neoclassical economists,
this was not a mix ofsystems, a little bit of socialism mixed with a little bit
of capiraiism, like some image of Keynesianism. Rather, these economists
sought a i:uiiy competitive market and socialism. The fact that neoclassi-
cal economists speak so positively about markets confuses outsiders into
thiﬂking that they are necessariiy neoliberal.

Second, the merhodoiogicai Centraiit}’ of socialism to neoclassical
economics allowed for a d.ecad.es—iong conversation about socialism and
markets among economists, no matter their poiiticai commitments, in the
socialist East and the capitaiist West. The centrality of socialism to neo-
classical economics meant that a wide variety of socialisms were relevant to
neoclassical economics—abstract models of centralized and decentralized
piaﬂning, real experiments in market socialism, abstract models of worker
seif-management socialism, real experiments in worker seif—management

socialism, cooperatives, and so on—and that neoclassical economics was
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relevant to socialism. After the death of Joseph Stalin in 1953 and the
end of McCarthyism, the relaxation of Cold War tensions allowed the
Hourisl‘ring of new liminal spaces and liminal individuals, who criticized
both Soviet socialism and Western capitalism. Douglas (1966) and Turner
(1967, [1969] 1995) theorize that individuals “betwixt and between” sta-
tuses are seen as polluting and thus dangerous, as well as charismaric,
due to their access to inaccessible and potentially corrupting knowledge
of the realms they are between. A.lthough examining rituals, Douglas’s
and Turner’s cohcepts help illuminate the emergence of transnationally
connected liminal spaces within Eastern Europe, Western Europe, and
the United States. Within these liminal spaces, transnational dialogue
among heterogeneous networks created new neoclassical knowledge and
new knowledge about socialism that did not and could not exist before.”®
Within these liminal spaces, small, though 500N expanding, numbers of
economists from East and West discussed neoclassical economics and
socialism.

This book explores two Eastern European experiments in decentral-
ized socialism, Yugoslav worker selfemanagement socialism and Hung‘ar-
ian market socialism. Because an abstract model of one form of socialism,
central planning, existed at the center of neoclassical models, neoclassical
economists found all kinds of abstract and concrete models of socialism
helpi:ul for developing new l-:nowledge. ‘This transnational conversation
involved the leading members of the economics discipline and made fun-
damental contributions to neoclassical economics, which, in turn, in-
formed neoliberalism.

‘Third, neoliberalism incorporated the transnational discussion about
socialism in support of competitive markets but replaced the socialist calls
for political and economic democracy with capitalist demands for hier-
archical institutions. Eastern European economists’ apparent mass con-
version to free markets supported the triumphalist view of the post-1989
right. Yet, as has been brieﬂy discussed, neoclassical economists agreed
that markets could be integrated into socialism and, in fact, that socialism
might provide the best conditions for markets. Groups of socialists world-
wide had long criticized state control of the economy and advocated mar-
kets, while at the same time calling for economic and political democracy,
worker or cooperative ownership of the means of production, and other
socialist institutions. Many, though by no means all, neoclassical econo-
mists took part in this discussion in the l'ropes of creating democratic and
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TABLE 1.1 Comparison of socialisms and ncoliberalism. Terms are iralicized
to emphasize the similarities across cconomic systems.

Soviet socialism Hungarian socialism* Yugoslav soctalism® Nealiberalism

Pro-state Pro-state and Antistate Antistate
antistate

Antimarket FPromarker FPromarker Promarker

State ownership State ownership Nonstate ownership Private

of the means of of the means of (social property) ownership

production production

Large Competitive Competitive Large

monopolistic Arms Arms monopolistic

firms firms

Hierarchical Hierarchical Workers' self- Hierarchical

management and workers” self- management management
management

Socialist Socialist Socialist Capiralist

"T]'][S iS l'l'lc HLlhg.'{l'i:lD h]DCICl CDviSiDhEd ‘U‘l f]'lt NE'\V ECD]’[D[T[‘[C Mccl‘lahism l'ErDl'J'llS‘

EThis is the model pl‘Dthecl l:\:,' Jc:ld]hg_ Yugosl:w economic expeits in the 1950s and 1960s.

prosperous economies and replacing the often hierarchical and repressive
structures equally characteristic of both Soviet state socialism and West-
ern mc-nc-pc-ly capiralism.

These new forms of socialism appeared neoliberal because outside
observers often assumed that Soviet state socialism was the only form of
socialism and that markets were necessarﬂy capiralist. Outside observers
often could not disringuish neoliberalism from the new forms of social-
ism. In the accompanying table, we can see how Yugoslav socialism dif-
fers from Soviet socialism but also how Yugoslav socialism, particularly as
envisioned in the 1950s and 1960s, resembles neoliberalism in some of its
ideals. Yugc-sl:w socialism and neoliberalism share a distrust of the state
and an embrace of the market (see Table 1.1).

However, Yugoslav socialism and neoliberalism great[y differ on the
institutions required fora funcrioning market. While rhey agree on eco-
nomic means, their polirical ends and fundamental values are diametri-
cally opposed. If one viewed Fastern European economic debates through
the biﬂary of market versus planﬂing, then one would easily conflate neo-
liberalism with the new forms of socialism.
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International and domestic poiiticai elites created a package of neo-
liberal ideas to take advantage of the changing poiiricai situation around
1989, These elites, as well as righrawing economists and activists, co—opted
critical, transnational socialist discussions and presented them, aiong with
a narrow version of neoclassical economics, as calls for private property,
hierarchy, and markets within capiraiism.'i” In d.oing 50, rhey distorted the
neoclassical economic discussion of socialism and markets into neoliberal
ideoiogy. Neoliberalism thus, despite the intentions of its proponents and
the worst fears of its opponents, still contains, at least in poteﬂtiai, decades
of radical democratic and socialist experiments.

A libertarian economist or a monetarist might now stand up and say,
“See, we were right! Those Keynesians were a bunch of socialists!” Many
observers assume that there is a capitalist economics that is fundamentally
different from a socialist economics. They might argue that current-day
Austrian School economics is capitaiisr, while Marxist poiiricai economy
is socialist. In the eyes ofmany neoclassical economists, however, Marxist
poiiticai ecohomy was not, in fact, an economics of socialist planning but
rather a critical economics of capitaiism. The ninereenth—cenrur}' Austrian
School, paradoxicaiiy, presenreci an economics of socialism, as discussed
in Chapter 1 of this book.

Scholars have not recognized these aspects of neoclassical econom-
ics because they often have not read the proi:essionai writings of a broad
swath of neoclassical economists caref:uiiy enough and have instead as-
sumed that economists’ professionai work, what they pubiish in their
professionai journals, reflected neoliberal capitalist principies. Economists
themselves have often obscured the nature of their own professionai work.
Some of the most popular works by economists like Milton Friedman in
his Capitalism and Freedom (1962a) and Friedrich von Hayek in Road to
Serfdom (1944) bolster the view that economists write primarily political
or icieoiogicai tracts. Scholars and journaiisrs also often focus on a small
group of celebrity economists—such as Jeffrey Sachs or Milton Friedman
and people close to them—and assume that all mainstream economists
share their ideas (for example, Harvey 2005; Klein 2007). Some econo-
mists might be angry abour this misperception, though most economists
do not seem aware of the probiem. I once asked an economist why he and
other economists continued to let the pubiic think that they were con-
servative right—wingers. He immediateiy criticized me for thiﬂking that
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economists were conservative right—wiﬂgers. All the economists he knew
were left wing. Although I tried to say that I did not actually think this
but rather wanted to know Why economists allowed this common misper-
ception, he continued to fume at me about my ridiculous assumptions. It
seemed as if he did not know that peop[e in general assumed this about
economists as a group. Yes, prof:essional work is always ideologica[, but
not necessarily in the way it first seems. Analysts have not taken the time
to study economists’ professiona[ writings and clarify what economists
actually do.

Scholars have also often privileged the agency of Western econo-
mists and rightAWI'ng activist networks, cc-nsic[ering Eastern E.urc-pean, as
well as African, Asian, and Latin American, economists as naive or passive
recipients of knowledge. It has generally been assumed that Eastern Eu-
ropean economists did not know about supposedly capitalist neoclassical
economics (Aligica and Evans 2009; Grosfeld 1990) and that they either
followed only Marxist-Leninist political economy or created a new ad hoc
economics based on “learning by doing” (Kovics 1990: 224). After observ-
ing socialist economists speaking like free market capitalists in Hungary
in 1988 and 1989, I began to question the relation of “Western” capitalist
and “FEastern” socialist economic knowledge. In Hungary, 1 interviewed
economists and conducted research in the archives of the Communist
Party, the state, the Academy of Sciences, and the Karl Marx Univer-
sity of Economics. Without knowing it at the time, [ had embarked on a
long journey following the transnational connections of socialist econo-
mists supposed[y isolated from capitalist neoclassical economics. What I
found in Hungary led me to conduct interviews with these economists’
colleagues in the United States. This research then directed me to a think
tank in Italy and to further archives and interviews in the former Yugo—
slavia. F‘I'nally, these ﬁndings prompted research into the Yugoslav econo-
mists’ colleagues in the Third World.

The advantages of c,onducting research in many locations are two-
fold. First, most scholars study economists and theirideasina sing[e coun-
try, so that, even when many studies of individual cases are put together,
these national disciplines are studied sepamtely {Fourcade 2009; Kaase,
Sparschuh, and Wenninger 2002; Milenkovitch 1971; Wagener 1998).
The scholarship has been comparative but not transnational. Economists
may, in fact, share more in common with col[eagues abroad than with
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their c;oﬂeagues at home (Babb 2001; Coats 1996; Fourcade 2006; Valdés
1995). Second, by using a variety of languages, the scholar can gain access
to works not deemed worthy of translation and works containing items
of interest primarﬂy to the local economist, such as book reviews, confer-
ence reports, reports on new professional developments, and so on. In this
book, I use texts written original[y in French, German, Italian, Hungar-
ian, Russian, and Serbo-Croatian, which, unless otherwise stated, I trans-
lated myself and which pro\"lde iﬂsight into local trends and debates. In
addition, ene can potentially read works that more ideological economists
refer to and reinterpret, and thus one can investigate the origina[ texts and
local interpretations. This is particularly important within the id.eo[c-gical
context of the Cold War and post—Cold War triumpha[fsm, when the
histories of socialism were rewritten to appear to lead inemrably to the
neoliberal, capitalist present.

We can see right—wing activists as a reactive force thart exploited
the creative struggles occupying and deﬁning Cold War liminal spaces.‘?'
Many institutions bt'ought together individuals interested in convergence
between East and West, South and North to talk about socialism, human
rights, social justice, and many other topics. Through these discussions,
peop[e sought to understand not otﬂy capita[ism but also what socialism
might become if it was not necessarily Soviet socialism. The knowledge
about socialism and capitalism that developed out of liminality now ap-
pears as nothing more than neoliberal ideology but only because “the nar-
row window of the neoliberal I'mag'lnation” makes invisible the liminal
discussion and the alternatives, leaving only hegemony in view (Mitchell
1999: 32). I seek to reconstruct the liminal spaces that have since been di-
vided into dichotomies by a dualistic world of power, to reconnect the his-
tory of neoliberalism with that which it has excluded from its own history:
socialism, Eastern E.urope, and the transnational left.** Those in transna-
tionally connected liminal spaces again seek to understand the post-1989
convergence, what postastate—socialism is, what neoliberal capitalism is,
and what socdialism might become.”

Chapter 1 of this book examines the emergence of neoclassical eco-
nomics from the 1870s to the 1950s, laying the foundation for the rest of
the text. This chapter explores not only the historical origins of neoclassical
economics in Western Europe and how socialism became an analytica[ tool
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with which to develop neoclassical economics but also its paraﬂel develop—
ment in the Soviet Union as a tool with which to improve socialism. The
death of Stalin in 1953, the end of McCarthyism, and a thaw in the Cold
War allowed economists to begin a direct, though difficult, Fast—West dia-
logue based on neoclassical economics, which Chapter 2 explores. Chap—
ter 3 turns to Yugoslavia, which was expellec[ from the Soviet bloc and
became a widely admired globa.l economic model with its antistate, pro-
market, worker self~management socialism. Chapter 4 focuses on Hungar-
ian “goulash communism,’ Huﬂgﬂl‘y’s own form of market socialism. In
Chaprer 5, I turn to Western Europe, examining a think tank in Milan,
Italy, the Center for the Smd}' of Economic and Social Problems (CESES),
which was, to all appearances, a right—wing institution controlled by trans-
national rfght—wfng activists, but, in fact, depended on left—wing scholars
rhink.ing about critical Marxism and far-left alternarives to both state so-
cialism and Western capiralism. In Chap‘cer 6, | reinterpret the Eastern
European revolutions of 1989, not as an embrace of free market capitalism
but rather as an attempt to realize democratic market socialism. In the
final chaprer, Chapter 7,1 seek to Explain how the goal of transition trans-
formed from realizing democratic market socialism to c[esrroying socialism
and creating capitalism, as well as how neoclassical economics was mobi-
lized to support neoliberalism. However, socialism remains latent within
the very methods and theories of neoclassical economists, includ.ing those
of Milton Friedman and the Chicago School, those ofjc-seph Srigh'tz and
his market failure Col[eagues, and those of economists living in socialist
Eastern Europe.



