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Preface

Hungary as an exchange
student through the University of California’s Education Abroad Program. I fell into a situation that I did not understand but that would send
my life in a new direction. Through the year, at the Karl Marx University
of Economics, we exchange students studied with Hungarian scholars,
who provided us new ways to understand the world, even in such courses
as American literature. We took part in large protests, visits to Roma villages, evenings in underground punk clubs, panicked discussions with our
Education Abroad Program directors, and the general social life of young
college students, who happened to arrive in a place of historic change.
The language of our professors, who talked positively about markets, democracy, and freedom, surprised me. The American right wing
had done so much to politicize these words and done such evil in Central
America and elsewhere in their name. Our professors in the Karl Marx
University of Economics sounded like Reagan robots. After returning to
the United States and entering graduate school, I found myself drawn to
trying to understand what I had experienced. What was socialism? What
was capitalism? What had happened in 1989? This book is my current
answer to these questions.
During my dissertation research, I discovered that Hungarians had
been calling for both markets and socialism since the 1950s. For those
familiar with Hungary, such a discovery was not a surprise. Yet, in the
1990s, scholars already assumed that socialism had been, and would likely
always be, the centrally planned, state socialism exemplified by the Soviet
Union. In this environment, a reminder of Hungary’s market socialist past
IN FALL 1988, I ARRIVED IN BUDAPEST,
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was important. At the same time, I found that some Hungarian economists had studied in the United States and elsewhere, exposing themselves
to mainstream neoclassical economics. In the 1990s, it was important to
recognize that Hungarians were not entirely isolated from the rest of the
world. In my dissertation, I had assumed that this exposure to American
neoclassical economics, in particular, had made Hungarian economists
capitalist.
Yet I felt that I still did not understand what happened in 1989. As
a postdoctoral fellow at Harvard University’s Davis Center for Russian
Studies, I began interviewing American economists who had worked with
Hungarians and other Eastern Europeans during the Cold War. The economists involved in these East–West discussions were not peripheral but
rather central figures in the field. How did these Americans indoctrinate
Eastern European economists into capitalism? To understand the indoctrination process, I had to understand professional economists’ theories
and models. What were they exporting abroad? Following their connections with other economists took me to Italy and the former Yugoslavia.
It also introduced me to an economics dialogue that extended throughout
the first, second, and third worlds. Through years of interviews, I realized
that American economists did not export neoclassical economics as an
American model but rather that neoclassical economics since its beginnings offered a language that economists around the world used to talk
about markets and planning, economic freedom and efficiency, capitalism
and socialism.
I would not have understood economists’ ideas without sitting with
many of them for hours over many years. These economists often found
my interviews confusing and disorienting. What did I want to know? I
wanted to understand their ideas, their training, their motivations, their
politics, and their life in general. I found all of this essential to understanding their ideas. These economists gave me much of their time because, I believe, they wanted some answers too.
Economists’ voices are not directly quoted in this manuscript for
several reasons. From the start, I sensed that tape recording and signing
Human Subjects Review forms raised suspicions among my interviewees
worldwide. One economist told me that, if I recorded our discussion, he
would not tell me anything. I quickly turned to taking notes by hand and
no longer thought about Human Subjects Review. Instead, I decided to
use these interviews as a springboard for research, to direct me to archives
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and published materials. These interviews also became more like conversations. It was extremely difficult to understand what the economists were
trying to tell me, both technically and politically. I slowly began to understand them and tried out my interpretations on other economists to
get their feedback. Therefore, economists became more like conversation
partners than interviewees.
At the same time, it is disappointing not to have a verbatim written
or audio record of my interviews with these economists. Many of them
have since passed away. However, I had long ago decided to interview
economists as part of a process of making sense of their worlds. I felt
driven to write this book because many, though by no means all, of these
economists were connected in so many ways to people who had fought to
change the world in liberating ways. As I wrote about Italian economics,
such a potentially bland topic, my mind was full of the connections of
its practitioners with Second World War antifascist partisans, with their
colleagues who had lost their lives in the Soviet Union under Stalin, with
Third World allies, and with official and dissident socialists worldwide.
To tap into and document part of this flow of energy and experience has
been exhilarating. It has also helped me to understand 1989 and socialism
for myself. I thank all the economists and other individuals who spoke
with me. The interpretations advanced and any errors are my responsibility alone.
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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 political ideology that glorifies the market and condemns the state, socialism,
and even collective ideals, such as social justice. The Reagan and Thatcher
governments epitomized these trends by attacking the welfare state, rejecting state regulation, privatizing state companies, and turning over state
functions to market actors. Observers soon found that many Eastern Europeans also had a seemingly 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 capitalism, leading to the
further dismantling of state socialism and the implementation of market
and democratic reforms around the world. Neoliberalism fundamentally
changed the world. This book suggests that, far from a hegemonic jugger
naut, neoliberal capitalism was a parasitic growth on the very socialist alternatives it attacked.
An enormous literature explores the rise of neoliberalism and its
profound effects on economies, polities, cultures, and societies. A new
literature investigates whether neoliberalism is now on the decline.1 In
this book, I study the central role of professional economists in the development and spread of neoliberal ideas and policies. Economists create
many of the images and the language that policy makers and laypeople
1
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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.2 Even “the economy” itself as a distinct sphere and an object of
social science and government policy resulted from the professional work
of economists collaborating with governments and other organizations
(Mitchell 2002: ch. 3).
In general, scholars have presented three accounts of how economists 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 account focuses on individual right-wing economists, most significantly
Milton Friedman and Friedrich von Hayek, who developed radical free
market ideas that form the core of neoliberalism. A strategic network of
right-wing 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; Harvey 2005; Kelly 1997; Klein 2007; Mirowski and Plehwe 2009; Smith
1993; Valdés 1995; Yergin and Stanislaw 1998).3 In her Shock Doctrine,
Naomi Klein (2007) argues that Milton Friedman and other neoclassical
economists took advantage of economic crises to realize this radical free
market package as shock therapy, which produced “disaster capitalism”
worldwide.
A second type of account suggests that neoclassical economics, with
its free market models, acts as a kind of neoliberal Trojan horse (Aligica
and Evans 2009; Biglaiser 2002; Kogut and Macpherson 2007).4 In his A
Brief History of Neoliberalism, David Harvey (2005) brilliantly 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.5 Ronald Reagan and Margaret Thatcher came to
power with a mandate to realize this political project, bringing it together
with a separate “utopian project” to realize right-wing economists’ vision
of free market capitalism that masked the political project. According to
many authors, this neoliberal vision is based on neoclassical economics, in
opposition to Marxism. Harvey writes:
The neoliberal label signaled their [these economists’] adherence to those free market
principles of neoclassical economics 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 displace the classical theories of Adam Smith, David Ricardo, and,
of course, Karl 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-for-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 discovering 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 economic 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 played 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 neoclassical training who gained powerful positions in international financial
institutions, such as the World Bank and the IMF, which impose neoliberal ideas on countries around the globe and support the formation
of neoliberal advocates worldwide (Babb 2001; Dezalay and Garth 2002;
Henisz, Zelner, and Guillén 2005; Orenstein 2008).6 Economists within
these institutions and their worldwide network of advocates successfully
replaced state-led development with neoliberal free market policies. These
three arguments work nicely together to demonstrate how economists’
ideological project worked in parallel with business elites’ political project
to reorganize capitalism and reestablish their own power (Blyth 2002;
Harvey 2005; Klein 2007).
This manuscript builds on, but also criticizes, these three types of accounts by revealing the socialist origins of neoliberalism. The right-wing,
capitalist origins of neoliberalism have been clearly demonstrated. Observers have noted that not only right-wing leaders, such as Pinochet in Chile
and Fujimori in Peru, but also socialists, such as those in Western Europe and Latin America, implemented neoliberal policies (Bourdieu and
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