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Unfinished business – momentum for reform must resume in central Europe 

Twenty years after the collapse of communism and five years after joining the European Union,  former Soviet satellites in central Europe stand at a crossroads.  This is because the crisis has exposed the extent to which they have missed opportunities to complete their political and economic transformation, a failure that had been concealed behind robust growth and the virtual disappearance of political risk as a factor in investor decisions in the exuberant  years of 2004-2008.  

During the next two years, as Europe enters what is likely to be a weak economic recovery, the ex-communist new member states will have to undertake a serious reform effort if they want to attract scarce capital and continue closing the gap to the richer countries in the West.  “Just being there”, a mode of existence they seem to have adopted post-accession,  will be a road marked by instability, relative decline and social tensions, resembling the wobbly path we have seen in Greece in the past three decades.  It will condemn the region to remain the EU’s  periphery and push it into global irrelevance.

The Greek scenario is not just a threat to try to coerce policy makers (or even less  the electorates) into action.  It may happen and in some ways is already happening in the region.  What I want to focus on is that despite gloomy appearances, there are external and internal factors that  may yet spur the region towards completing their journey from communism to Western-style, mature democracy. The crisis will become the catalyst of change and some key issues will determine which way things will go from this junction.  

Soap opera democracy 

The popular disenchantment with democracy is widespread and the trust in the institutions of the state is low across the region. 

Yet, positively, the yearning for authoritarian rule remains marginal. This shows that voters see their political systems as immature rather than rotten.   There seems to be  little taste for “sovereign democracy” or one-party rule.  Across the region, we are seeing consolidation  of party systems, with more and more groupings becoming lasting fixtures on the political scene. This shows voters, particularly the new middle-class,  are becoming  pragmatic in their political choices and offers hope of more democratic maturity. The system of constitutional checks and balances introduced to protect the new democracies from the return of authoritarian rule has also been largely successful. Some parties in power which veered dangerously close to the sovereign democracy model a la Mr Putin, hit constitutional and other barriers and were either forced to pipe down or voted out.  True, the complexity of the region’s constitutions has often hampered good government, creating political deadlock, acrimony and inability to reach even basic level of consensus in many countries, for example such former icon of stability as the Czech Republic. Political debate in many countries in the region has become like a cheap soap opera – little intellectual value, plenty of theatrics and personalised conflict. Ultimately it is even  poor entertainment.  The debate focuses not on competition of ideas or policies, but on the division of power between competing institutions and officials in charge of them. This tiresome struggle for supremacy reflects the immaturity of the democratic culture, where the spirit of democracy enshrined in a constitution is often ignored while battles rage over legal interpretations of its letter. The refusal by the Polish and Czech presidents to accept the overwhelming verdicts of their parliaments on the Lisbon Treaty shows that many politicians remain mentally stuck in the communist times, when a whim of an apparatchik was the ultimate source of power.  The weakness of the democratic culture is also visible in continuing reluctance of officials to step down over major and minor lapses and in the war of attrition between mainstream political parties, which seem unable to accept that they need each other to provide a minimum of consensus around national priorities and sustain the democratic system as such.  The temptation to use secret services and communist era files for political ends  is another continuous weakness of the political systems in the region.  The big question now is whether the tensions we are observing are at a climax from which a more robust democratic system will emerge, or whether the worst is yet to come.  I won’t risk picking either scenario but I will try to point to factors which I think may deliver better democratic governance. The first and foremost is the generational change. Younger, generally better-educated and more affluent electorates are gaining strength across the region. Feeding into the budding middle-class, they have already been pivotal in a few elections here and there and will become an ever increasing barrier against either leftist or rightist extremism or populism. Populist forces were  all the rage in the region few years back but it is heartening to see their decline has not been interrupted even by the economic crisis.  The peoples of central Europe have less and less propensity to believe in miracles and easy solutions promised by such parties.  This is an important factor in the consolidation of the political party system, which seems to be entering its final stage in the region.  Poland, notorious for its political fragmentation, has seen a steady and consistent consolidation of the political scene.  It now resembles the set-up in Germany where there are two main parties and two smaller groupings.  In the 1991 elections, 29 groups entered the lower house.      

Corruption and a weak rule of law   -- the cancer for any democracy – seem also to be in retreat in some countries.  For the first time in many years officials are beginning to be scared not only of taking bribes but of conflicts of interest and patronage. The latest scandal in Poland over a gambling law cost several ministers their jobs  (itself remarkable) not because they were corrupt (which they apparently weren’t), but because a few of them had difficulty understanding that you can listen to but not make friends with lobbyists.  To me that’s progress. 

Finally, we are seeing a slow improvement in the quality of the political debate, with the greater role of experts and non-governmental organisations. This is still a far cry from their influence on debates in mature democracies but the trend is there.   

Economic crisis focuses minds 

The economic crisis has dispelled the illusion that following EU entry the region can cruise to happiness on autopilot. That good times will last forever and remove the need for hard policy choices, particularly when it comes to fiscal reforms. The scale of adjustment in Latvia or Hungary shows everyone in the region what the penalty for years of neglect is.  The fragility of entire central Europe was plain to see last winter when foreign capital on which these economies depend for growth and modernisation vanished and their post-emerging market status crumbled overnight. The term “eastern Europe” meant as a stigma made a spectacular comeback and even countries with sound fundamentals such as Poland or the Czech  Republic suddenly found themselves lumped together with real basket cases.  So although the worst of the crisis is behind central Europe, there are very few policymakers or opposition politicians who genuinely believe things will return to “normal” very soon. In fact what we saw as normal a few years back, that is the easy access to capital, will probably never come back.  Once markets stabilise and credit returns, the region will discover it will need to compete hard for capital and re-establish credibility with investors.  And the only way to do that will be to have a credible reform plan, with euro adoption as its ultimate objective. Policymakers will have to understand sooner or later that without the euro, their countries will lose out in the competition for capital, fail to complete the transition and remain second-class EU members.  A number of them know it already but have not yet found the narrative to pass on to their voters.  That they find this narrative is absolutely essential. Joining the euro zone should become a national priority number one, a matter of national consensus and a banner under which a range of reforms are carried out. Just as the previous momentum for reforms came largely from the  drive to join the EU, the pursuit of the single European currency will provide the rationale for further reform. I’m sure there will be resistance from some segments of society but I am equally certain that majorities can be built around such a goal.  It is significant in that context that despite the crisis, we have not witnessed any major backlash against the liberal economic model. Even in countries hit hardest, voter anger is about the mismanagement of the economy, not with the capitalist system as such.  I think most voters in central Europe have no illusion about the alternative to capitalism.   They are also likely to be more flexible in accepting change because change has been on their menu for 20 years. This puts central Europeans at an advantage compared to their richer neighbours in western Europe, many of whom believe there is a return to the generous welfare state of the 1960s and 1970s.  Self-reliance and entrepreneurial spirit are well developed in central Europe and if leaders complement that with bold policies, the reform drive in the region can resume with the backing of democratic majorities. 

Reform pressure to grow

In some ways it will have to. Market pressure for good governance will be high. Punishment for bad policies severe.  This is because western Europe is also going through an unprecedented downturn and fiscal crisis, which, coupled with disastrous demographic trends, will force the governments there to finally embark on reforms of their own costly public sectors. This is important because   one reason why the reform drive slackened in the East was that the newcomers saw no taste for it in the West. So in defiance of expectations that the new members will bring dynamism and a germ of reform into the petrified EU, the opposite happened. The newcomers simply decided to join the party financed by  debt.  But the party is over for everybody and if the impetus for reform does not come from within central Europe, it will come from the western part of the EU.  Once Germany and France move, as they will have to, central Europeans will have little choice but to follow suit. It is in their interest not to wait too long, in fact the sooner they start the better for their competitive position in the EU.  

It will not be a walk-over 

The transition from soap opera politics to building national consensus around strategic reforms will be challenging for politicians who had often spent the last five years fighting over  toys in the sandpit.  It is hard to kick the habit and even harder to actually understand the policy choices.  The persistent provincialism of central European politicians 20 years after the collapse of communism is striking as is their inability to harness the expertise of NGOs and research institutions. But the politicians are not the only party responsible for the trivial character of the political discourse in central Europe (and elsewhere). The increasingly powerful free media also seem oblivious to the real challenges facing their societies and find reporting on the daily mud-slinging much more fascinating. If the populist parties took a beating in recent years, the media have filled the vacuum with relish, often becoming the substitute for that kind of political opposition. Worse, it sometimes seems as if the media define their mission as incessant criticism (as opposed to control) of the entire political class. I will not go as far as to join suggestions from some thinkers that in doing so the media are undermining the liberal democracy, but I definitely believe the media need to rethink their role.  In fact, it may be that it is the media as much as  the politicians who hold the key to which path the central European nations take as they stand at the crossroads. Unless the media enforce a more sober, expert-driven debate, unless they stop treating politics as just another version of Big Brother, the central European democracies will remain stuck in the Cuckoo Land of Missed Opportunities. Or worse.  

