David Warsh

‘Thedis ciple
- HEN VACLAV KLAUS WAS
in Boston some years ago, X
went down to see him ut the
Meridien hotel because L had
heard interesting (and conflict-
mg) things about hiin as an economist fvolved

Dbehind-the-scenes in the liberalization of post-
tormunist Czechoslovalda. In 1989, after “the

' \,)&vet rcvolub.op.” be had become finance min-

”

'&ter

I~ This was befo_re he became prime minister,
< before he negotiated the breakup of the Czech
.Republic with Slovakia, and he had somg inter-
esting things to say. Chlefly, he compared
Jisagreements about approaches to privatiza-
tion to arguments’ over the fine pojnts of ukxmg
(he wag s former sid Instructor).

. “They amount to véry little compared to
t.be basic techniques of getting downhill.”

(\L the end of our talk, I explained [ was a
mluxmnmt, not a reporter, and that 1 dido't en-
++ vigige writing unything about his talk right
-away. He said, “So, you have been wusting my
-time!” He turned on his heel and wus gone,

. T was reminded of the incident on Sutur-
day, wheun Kluus stepped down as prime
ruinjster. He was forced out by a scandal over
secret donations to his political party that were
kept lx} a Swiss bunk account, Amoug Czechs,
there was apparently a nearfy universal feeling
that Klaus's arrogance and boundless self-cer-
tunty had something to do with it

A gurrency devaluation last spring drove
home to the Czechs their difficulties. The
~ ytate-ownéd banking system js a mess, logs-

" muking industries owned by the bunks linger

;+ - op; and fraud Ja rife. How is it that the country

' ' ropean nations as they chwted their way from

: cummmuat central planning to market cupital-
- iumjs now bringing up the rear?
. n answer may be that Klaus wus too cer-
t:mlhe lmew the answers.
¢ was the University of Chicago that gnye
hSn\ ghelter brielly on the eve of his aacension
‘' to power, and the myth followed him for years
that he had somehow been a Chicago mole, like
-. Chilean economists who had restructured the
- econoray of their country from top to bottorn in
- wecordance with what they had learned as
graduata students in Chicago. -

It was true, Kluus said, that he had mz a
secret kinship with Milton Friedman, George
Stigler, and Gary Becker ever since learning
about their work during at sabbatical year at:
Corell University in 1969. .

That link — plus smuggled-in copies of Frie-
drich von Hayek —sustained him during the

V=St semare aF 1071 £4 1986, when he was as-

. that was once in the vanguard of Eastern Eu- -
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It was true, Klaus said, that he had felt a
secret kinship with Milton Friedman, George
Stigler, and Gary Becker ever since learning

" about their work during at sabbatical year at
Cornell University in 1969. .

" That link —plus smuggled-in copxes of Frie-
drich von Hayek — sustained him during the
dark years of 1971 to 1986, when he was as-

ngnedtblowlevelpos:ﬁonsinthesmebank, .

after bemg forced out of the Academy of Sci-
ences for. political reagsons.

But it was Margaret Thatcher, prime min-
ister of the United Kingdoni, who provided-his
uitimate inspiration, Klaus liked to say. It was

-she who first “attacked the expzmding power of
the state with visible success,”

It is essential to note that over the years, .
Klaus attacked with special warmth the work

. of the prominent Hungarian economist Janos

Kornai, who has a joint appointment, ia Buda-

. pestand at Harvard University. Thetwoin
- somie sense had led paralle] lives. Just as Klaus
- had been profoundly affected by the Saviet in-

vasion of Prague in 1968, so Kornai has seen
his path as an economist foreclosed by the bit—

" “ter repression of Hungary in 1956.

7. But where Klaus accentusted his allegiance

;to the new. classical ecanormists of the West, |
“Kbrnai continued to work in the planning tra- .

. dition. He painfully worked out a criticism of
’W'estt.m econornics that neverthelegs re-
~wnined true to the spirit of its increasing
mthematxutmn His “Anti-Equilibrium,” pub-
hahed n 1971, is still read in the West.

- After 1989, Kornai became a proponent of
gmdual deregulation — in diametric opposition
o the “Big-Bang” style of privatization
mrough widely distributed vouchers preferred
by the Czechs. “Gradua! deregulation is a sin,”

. Klaus wrote, in reviewing one of Kornai's
~“books. “If cammitted, it should be justified in'a |~
. diﬂ'emnt noneconomic - way.”

.~ Yet taday Hungury leads the Czéch Repub-
‘lie.in privatization. The famously stubborn
-Polish economy boasts more entrepreneurial
‘dctivity. Klaus's speeches have been translated
Jnto English and published by the libertarian

zI]ﬂLu Institute; they contain much penetrating— |

nalysis of the rigid and unjust system that
'\-I}J; cammunism. | 4,

Z,

: Z—j;.. But it is Hungary that is forging ahead.
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