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The Cold War and the social and economic
history of the twentieth century
wilfried loth

The Cold War was not only about power politics, security, and hegemony – it
was also a conﬂict between diﬀering theories of how to organize economies
and societies at the various stages of industrial development. Ideologies and
belief systems helped deﬁne the Cold War’s front lines, but social conﬂict also
largely determined its course and outcome. Beginning with the Marxist
challenge to the capitalist system, multiple social concepts emerged during
the course of the Cold War without any clear favorite model emerging. In the
long run, however, collectivist and centrally planned economies showed some
strengths in modernizing less developed societies albeit at great costs, whereas
free-market economies showed greater productivity, at least after having
accepted state-run systems of social welfare and a certain degree of planning
at the national and international levels. That political freedom favored productivity and innovation ought to be one of the major lessons of the twentieth
century.

Capitalist system, Marxist movement,
and Soviet power
For Karl Marx and Friedrich Engels, history was a story of class struggle. From
their nineteenth-century perspective, they saw only two classes exercising an
inﬂuence on history: the bourgeoisie that dominated society, and the proletariat that was exploited by it. The future, Marx and Engels believed, belonged
to the proletariat. They predicted that the concentration of capital would
continually increase, as would the exploitation and impoverishment of the
proletariat. Finally, there would come a point when there would be no one
left who could aﬀord to buy the products of the few remaining big capitalists,
and when the ever-expanding working class could no longer contain its
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indignation. That would be the hour of the revolution, the hour of the
“proletariat’s elevation to the dominant class,” according to The Communist
Manifesto of 1848. The “dictatorship of the proletariat” would not, however, be
long-lasting, since the working class would proceed to eliminate the old
conditions of production and thereby also put an end to “the existential
conditions of class conﬂict, to classes altogether.” The rule of the working
class would thus lead to the classless society in which “the free development of
each is the condition for the free development of all.”1
Here was a message that industrial workers were happy to hear. It
addressed everyday experiences in the industrial world such as the signiﬁcant
diﬀerence in income between workers and factory owners; the cultural
conﬂicts between the workers’ milieu and bourgeois society; the continual
concentration of capital; and the cycle of economic depression. The message
of The Communist Manifesto oﬀered those who were dissatisﬁed with existing
conditions a plausible explanation of the contemporary situation as well as
prospects for its alteration. The workers’ future dominance, a prediction
seemingly based in science, oﬀered consolation in the face of the present
day’s misery. At the same time, it promoted self-assurance and a rebellious
spirit. The prospect of eliminating class-based society added moral energy to
the struggle against business-owners and attracted dissatisﬁed intellectuals.
Hence, it was no accident that Marxism found much resonance with
workers and that, with the expansion of industrial capitalism and mass politics
in Europe in the late nineteenth and early twentieth centuries, a Marxist
movement sought to eliminate the capitalist system through revolutionary
battle. Not every faction within the workers’ movement embraced socialist
ideas, nor did every socialist follow the teachings of Marx and Engels, but their
adherents frequently constituted an agenda-setting majority within the various socialist parties. In 1891, the Social Democratic Party of Germany (SPD),
the strongest and most inﬂuential contingent of the “Second Socialist
Internationale,” adopted its Erfurt Program, which echoed the notion of a
world polarized by capital concentration and proletarian exploitation, and
supported the goal of “abolishing class dominance.”2 Likewise, at their founding congress in 1905, French socialists deﬁned themselves as “a party of class
struggle and revolution.”3 It did not seem to matter that Marx and Engels had
1 Karl Marx and Friedrich Engels, Werke, Vol. IV (Berlin: Institut für Marxismus–
Leninismus beim ZK der SED, 1957), 481ﬀ.
2 Protokoll über die Verhandlungen des Parteitages der Sozialdemokratischen Partei Deutschlands,
abgehalten zu Erfurt vom 14. bis 20. Oktober 1891 (Berlin, 1891), 3ﬀ.
3 Georges Lefranc, Le mouvement socialiste sous la troisième république (Paris: Payot, 1977), 124.
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omitted many considerations in their grand analyses, such as the role of all of
the other classes and groups seen in contemporary society, the consequences
of productivity increases, or the momentum of ideas. On the contrary, it was
the superﬁcial unambiguity of the Marxist schema that powered its widespread resonance.
The revolution that brought the Bolsheviks to power in Russia in
November 1917 had little to do with the prognostications of Marx and
Engels, for Russia was not an advanced industrial society. The industrial
working class constituted only a small minority there, and in fact the workers’
and soldiers’ committees that formed following the abdication of the tsar did
not even contemplate taking power on a national scale. In these circumstances, Vladimir Ilich Lenin relied on the idea of the avant-garde, a party
elite that was to guide the working class along the path of revolution. An
assisted socialist revolution in backward Russia would then spark revolution
in the main European industrial countries that had long since been “ripe” for
it, above all imperial Germany. In reality, the leaders of the October
Revolution only managed to remain in power over the long term by relying
on armed force and systematic centralization, submitting to a popular desire
for an end to the Great War, inﬂicting rigid terror against all kinds of perceived
enemies, and by deftly managing sequential crises.
Lenin’s dream of world revolution went unfulﬁlled. There was, however, a
socialist-inspired revolution in Germany and the proclamation of a soviet
republic in Hungary. Although neither of those enjoyed lasting success and
subsequent attempts failed, it was the case that national Communist parties
established themselves practically everywhere, and submitted themselves to
the leadership of the Russian avant-garde. Large segments of the socialist
workers’ movement joined the Communist International (normally referred
to as the ‘Comintern’) in the hope of one day realizing the revolution. New
revolutionary movements appeared in the countries of the former Habsburg
Empire; in Cuba, Mexico, and elsewhere in South America; as well as in China
and Indonesia. Even in Australia and in the United States, small numbers of
radicalized workers founded local Communist parties. Lenin and the other
Bolshevik leaders, who had in the meantime become the state party of the
Soviet Union, dictated the policies of the foreign parties under their authority
and organized them in the image of the successful Bolsheviks. In 1922, there
were some sixty-one of these parties, and 440,000 members of the Comintern
outside the Soviet Union.
Some authors see the beginnings of the Cold War in this cooperation of
Soviet state power with the international revolutionary movement. That view
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is inaccurate in the sense that Communist revolutionary strategies were aimed
primarily at seizing power in individual countries, and only then unleashing
the world revolution. Furthermore, neither the occasional formation of antiBolshevik fronts, nor the liberal-democratic internationalism of the American
president, Woodrow Wilson, after World War I, constituted a foe for the
international Commun world movement. There existed ideological antagonism, but not a geopolitical threat. Thus, one cannot speak of an international
East–West conﬂict before the formation of the anti-Nazi coalition during
World War II.
It is the case, however, that the link between Soviet power and an international movement that sought to topple the bourgeois-capitalist order meant
that East–West tensions had social and domestic ramiﬁcations in addition to
the ideological one. The dictators of the Soviet Union (and later of the other
Communist states) regarded themselves as the avant-garde of a world revolutionary movement that sooner or later would also emerge in the capitalist
countries. Their dictatorial regimes were not merely held together by force
and terror, since they could depend on those who beneﬁted in terms of
material gain and social status from the establishment of Communist regimes.
At the same time, there were Communist movements of varied signiﬁcance in
the countries beyond the Soviet Union, and these movements counted on the
support of Moscow. Thus, those who felt threatened by the Soviet Union
feared not only for their independence, but also for their assets and their entire
way of life.
The partnership between a revolutionary movement and Soviet state
power was not without its tensions and frictions. As early as Lenin’s time,
the Soviet leadership forced the other Communist parties to accept modes of
organization and strategic concepts that did not necessarily correspond to
circumstances in their own countries. When in doubt, revolutionary ambitions in individual countries were subordinated to the interests of the Soviet
Union, and after the collapse of hopes for a rapid world revolution, those
ambitions were no longer at the center of Moscow’s policies. Once
Communists had taken power in other countries, especially after 1945, traditional conﬂicts between states as well as other conﬂicts of interest continued
inside the boundaries of the socialist camp. Preserving the authority of the
Soviet leadership over the Communist world movement was an unending
task, for “renegades” repeatedly popped up and required neutralization by the
Soviets. Under Iosif Stalin, such people often faced physical liquidation.
Additionally, there were always convinced Marxists who rejected Soviet
leadership from the outset exactly because they took their Marxism seriously;
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they regarded Lenin’s voluntaristic construction of history as an adventurous
departure from orthodoxy. Likewise, there were those who sympathized with
the Soviet Union but who did not subordinate themselves to any party
discipline, and who did not want to tie themselves down ideologically.
Connections between the Communist world movement and national societies
were thus ﬂuid.
The Great Depression that followed the Wall Street crash of 1929 brought
the Communist movement new adherents and sympathizers. This world
economic crisis had been set oﬀ by a crisis of overproduction in the United
States and led to persistent unemployment at levels previously unimaginable.
At the deepest point of the crisis (1932–33), some 22 percent of British workers
were idle, 27 percent of those in North America, 32 percent in Denmark, and
no less than 44 percent in Germany. After this collapse, employment levels
recovered only gradually. In Britain, for example, a hard core of 16 to 17
percent remained jobless, as did some 20 percent in Denmark.4 In contrast,
unemployment was nonexistent in the Soviet Union. Indeed, Stalin could
point to new achievements year by year in the industrialization of the country.
The Marxist crisis theory thus gained plausibility, and many of the unemployed as well as intellectuals set their hopes on the Soviet model as an
alternative to the discredited liberal system.
More than Communism, however, it was the Fascists who really proﬁted
from the world economic crisis. One after the other, liberal regimes on the
European continent were replaced by authoritarian ones or by totalitarian
forms of mass mobilization. When this occurred in Germany, the interests of
the Soviet state and of Communist sympathizers once again converged. The
general interest in countering Fascist threats and containing the expansion of
National Socialist Germany reunited them in a common front. At the Seventh
World Congress of the Comintern in the summer of 1935, the Communist
parties were obliged to commit themselves to the so-called “Popular Front”
strategy. Up to that point, they had been instructed to direct their “main
thrust” against social democrats and to win the support of workers who were
oriented toward social democracy. Now, however, they were to ally themselves not only with the social democrats but also with all anti-Fascist forces,
including those of the Right. In France, the Communists thus proceeded to
support a moderately leftist anti-Fascist government that initiated social
reforms such as the forty-hour week and annual paid vacation. In Spain,
4 Walt W. Rostow, The World Economy: History and Prospect (Austin, TX: University of
Texas Press, 1978), 270.
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Communists participated in the defense of the republic against the uprising of
a fascistically oriented military. This brought them new adherents and new
sympathy. In France, the number of party members rose from 30,000 in 1932 to
330,000 in 1936, the ﬁrst year of the Popular Front government, while the
number of votes they registered jumped from 700,000 to 1.5 million. Literary
ﬁgures such as Arthur Koestler and André Malraux became involved in the
Spanish Civil War on the side of the Communists.
The alliance between Communists and Western democratic forces was
plagued by tensions because the former did not by any means give up their
hopes for revolutionary upheaval, and hence sought unceasingly to bring the
Popular Front under their control. There came a break in the anti-Fascist
alliance in August 1939 when Stalin, in an abrupt modiﬁcation of his containment policy, made a pact with Hitler. The Communist Party (which had been
banned in Germany since 1933 and faced persecution there) was now
ostracized in the democratic countries. In France, it was banned. The Italian
socialists in exile broke their ties to the Communists. After the victory of
Francisco Franco’s forces in Spain, a cruel persecution of the Left ensued.
The German attack on the Soviet Union in June 1941 led to a new and
expanded version of the Popular Front program. It was now to extend to all
countries occupied by the National Socialists and was to encompass all
national forces ﬁghting Nazism, and not only the Left. Communists therefore
participated in the diverse national resistance movements and subordinated
themselves to non-Communist leaders where power dynamics necessitated it.
In France, the Communists acknowledged the authority of General Charles de
Gaulle. In Italy, they joined the ‘Committee of National Liberation’ and
subordinated themselves to the ‘Corps of Volunteers.’ In order to reduce
mistrust on the part of his new Western allies, Stalin even took the step of
oﬃcially disbanding the Comintern on May 15, 1943. Covertly, foreign party
leaders were still required to follow his directives.
Communists played a major role in resisting the National Socialists, and the
contribution of the Red Army to the defeat of Germany and its allies was
tremendous. The Soviet Union paid for this victory, clutched from the jaws of
defeat, with no fewer than 27 million lives, perhaps half the total killed in
World War II. Both the Communists’ resistance to the Nazis throughout
Europe and the decisive role of the Soviet Union brought the Communist
parties new members and newfound sympathy in the liberated countries of
Europe. The idea of a broad coalition of anti-Fascist forces gained much
acceptance. At the beginning of 1944, Ivan Maiskii, returning to Moscow
after serving as Soviet ambassador in London, perceived signs that government
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in the liberated countries would now move in the direction of “a broad
democracy in the spirit of the Popular Front idea.” As he said, “There are
grounds for assuming that these principles will prevail in countries such as
Norway, Denmark, Holland, Belgium, France, and Czechoslovakia without
external pressure.” Elsewhere, the victorious powers, “primarily the USSR,
the USA, and England,” would need to provide assistance.5
It was indeed the case that the Communists managed to make signiﬁcant
gains in the ﬁrst elections held after the war. In Finland, the Communistdirected People’s Democratic Union won a surprising 24 percent of the vote
in March 1945. In France, the Communists became the largest party with
more than 26 percent of the vote in October 1945. In Czechoslovakia, they
gained 38 percent in May 1946, after the withdrawal of Soviet occupation
forces. In Italy, they registered 19 percent in June 1946. In Scandinavia and in
the smaller West European states, the Communist vote ranged between 10
and 13 percent in the period.
The context for these electoral successes was a general shift to the Left in
the European political spectrum. After the British Labour Party achieved an
impressive victory at the polls in July 1945, social democratic parties in other
states also increased their share of the vote and some of the new Christian
democratic parties secured their victories under the banner of a “Christian
socialism.” As the failure of liberalism had now been followed by a failure of
Fascism, many Europeans saw their countries on the path to social democracy, not to be built through revolutionary upheaval, but rather by the
nationalization of key industries and by the expansion of the welfare state.
This prospect was all the more attractive given that the consequences of the
Great Depression had never really been overcome in any European country.
Only in Germany had unemployment been eliminated by the end of the 1930s,
and the devastation of war had then reduced the country’s productive capacity
to ashes. Germany had lost 13 percent of its capital equipment, Italy 8 percent,
and France 7 percent. The monstrous loss of human life – more than 17 million
dead in the European countries alone – signiﬁed further decreases in future
production potential. One year after the end of the war, by which time
transportation systems had largely been reestablished and many American
loans had already begun to ﬂow into reconstruction, total production in
Britain and in the Scandinavian countries was only marginally above prewar
levels. In France and in the Benelux countries, the ﬁgure was 89 percent, in

5 Report, I. Maiskii to V. Molotov, January 11, 1944, Istochnik, No. 4, (1995), 124–44.
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southern and Eastern Europe approximately 60 percent, and in Germany still
only 40 percent.6

The policy of containment and the triumph of the
aﬄuent society
In the United States, the leftward trend of postwar European politics caused
many to worry that the Communists might seize power in several countries. A
strong socialist workers’ movement had never existed in the United States
because of the primacy of race issues over class issues, and the Communists
remained a small splinter party of utopians. Consequently, Americans did not
appreciate that a strong majority in favor of socialist reforms was coalescing in
Europe, and the large vote gains by the Communists frightened those on the
other side of the Atlantic. The danger posed by the Communists appeared all
the greater while the war’s lasting depravations impeded reconstruction
eﬀorts. It seemed certain that the Communists would exploit the impoverishment of Europe for their own purposes. As the assistant secretary for
economic aﬀairs at the State Department, William Clayton, put it in a
memorandum of March 5, 1947: “Full of hunger, economic misery, and
frustration,” the majority of European countries were standing “on the very
brink and may be pushed over at any time; others are gravely threatened.” It
was already possible to see that Communists would seize power in Greece and
France in the wake of economic collapse in those countries.7
As a consequence of this view, the ﬁrst tool of America’s containment
policy was economic. The Marshall Plan was intended to promote the
resuscitation of Europe to such an extent that revolutionary programs
would lose their appeal. The plan thus constituted an economic crisis response
with a geostrategic rationale. Economic support for the European countries
was desirable in any case in order to revive them as trading partners and
foreign markets, and in order to prevent a lasting crisis of overproduction after
the cessation of war-footing economic policy. That such motivations converged as a coherent plan in the spring of 1947 – following a series of individual
measures – was the result of fears that the impoverishment of Europe might
bring Soviet hegemony as far as the eastern shores of the Atlantic. Structural
reform of Europe’s economies was intended to guarantee that the Western
6 Quoted from the compilation in Walter Lipgens, A History of European Integration 1945–
1947 (Oxford: Clarendon Press, 1982), 8.
7 Published in Ellen Clayton-Garwood, Will Clayton: A Short Biography (Austin: University
of Texas Press, 1958), 115–18.
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model would enjoy higher long-run productivity (and thus also legitimacy)
than the Communist alternative.
Yet, fears of Communist takeover due to economic privation were greatly
exaggerated. Reconstruction actually progressed rapidly after 1946. As early as
1947, most European countries had retrieved the industrial production levels
of 1938; the very hard winter of 1946–47 was followed by an exceptionally good
harvest in 1947–48, prior to the ﬁrst deliveries of the Marshall Plan. The
Communists did not aim to exploit economic distress but, on the contrary,
urged workers to refrain from demanding wage increases so as not to
endanger reconstruction. Nevertheless, the Marshall Plan propagated a vision
of the future that countered the Marxist one: the model of a liberal society,
founded on a market economy and parliamentary democracy, the needs of an
advanced industrial society met by state planning for modernization, stateorganized social equalization, and the greatest possible integration of national
economies within a multilateral free-trade system. It was the American ideal in
its ultimately successful New Deal variant rather than a resumption of prewar
liberalism, and during conﬂict-ﬁlled negotiations with the democratic governments of Europe it developed into the Western societal model. In the debates
on the Marshall Plan, the West perceived itself as an association of powers and
as a societal vision, which stood opposed to the embodiment of the Marxist
version in the Soviet Union.
Contrary to Western perceptions, the Soviets’ campaign against the
Marshall Plan was not connected to a turn away from the expanded Popular
Front strategy. Yet, intense pent-up frustration over lack of consumer goods
during the reconstruction period produced large strike movements in the
autumn and winter of 1947, leading to the Communists’ long-term isolation in
the West. It was impossible for them to get back into government in France or
Italy; even in Finland, they found themselves in the opposition once again
after the elections of July 1948. This meant that the movement for social
democracy lost its parliamentary majority almost everywhere, and that the
expansion of the social welfare state proceeded less rapidly than its adherents
had expected. Many spoke of a “restoration” of the old order, but, in fact,
participation in the Marshall Plan pushed reforms onto a liberal course and
promoted the integration of recipient countries into a wider economic and
political association.
Two political circumstances strengthened the productivity promoted by
the Marshall Plan. First, the outbreak of the Korean War generated a massive
demand for capital goods. The Federal Republic of Germany (FRG) was able
to satisfy that demand all the more eﬀectively because its productive capacity
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was not tied up in the armaments sector. Thus, the FRG was able not only to
regain market share lost during the war, but also to achieve a strong long-term
position in the world market. Second, the supranational nature of the
Schuman Plan oﬀered Western Europeans a guarantee that the liberation of
German production from the constraints of the Allies’ occupation regime
would not lead to the return of German political hegemony over the continent. Only by these means was German reconstruction made palatable to its
European neighbors in terms of security policy and domestic public opinion.
The newfound climate of trust among the countries of the Organisation for
European Economic Co-operation (OEEC) was further strengthened by the
high growth rates that Marshall aid had brought about. In order to avoid
jeopardizing reconstruction, workers had to restrain their pay demands,
entrepreneurs could not seek quick proﬁts, and consumers had to accept
higher prices for foodstuﬀs and other necessities. Investors were forced to
accept that the war had obliterated their wealth, and those who depended
upon the welfare state had to be satisﬁed with more modest aid. All of these
strictures were easier to bear when the communal pie was getting larger and
larger. Thus, high growth rates helped limit dissatisfaction and created a wide
consensus about the desirability of reconstruction. It was indeed the case that
this consensus remained vague and varied somewhat from country to country
within the OEEC. The impression that the beneﬁts of reconstruction were
more or less fairly distributed was suﬃcient to avoid struggles over distribution that would have threatened its success. Unemployment rates fell, and
during the 1960s, full employment was achieved almost everywhere in
Western Europe.
On the basis of these indices, Western European reconstruction turned into
long-term growth. Industrial production expanded at an annual average of 7.1
percent from 1950 to 1970. During the same period, gross domestic product
(GDP) grew at an annual rate of 5.5 percent overall and 4.4 percent per capita.
These ﬁgures reﬂect advancing industrialization as well as signiﬁcant rises in
productivity and income. In 1970, output per capita was almost two and a half
times greater than in 1950, and per capita income had grown at an average of
4.5 percent per year. This growth was more than twice as fast as the rate seen
in the United States and exceeded anything previously known in Europe. In
the two decades from 1950 to 1970, annual per capita income rose between 250
and 400 percent.8
8 Derek H. Aldcroft, The European Economy 1914–1990 (London and New York: Routledge,
1994), 124, 130, 133.
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The rapid rise in real income produced an expansion of consumption.
Living standards grew signiﬁcantly. Durable consumer goods such as refrigerators, televisions, and automobiles became ubiquitous mass-market products, as did one-time luxuries like high-value foodstuﬀs, tasteful clothing,
vacation trips, and investments in social welfare. There was an expansion of
education, the disparity between the urban world and the countryside faded,
and local and national governments assumed more and more public responsibilities. The diversiﬁcation of professions, increasing mobility, and widely
accessible free-time activities led to a far-reaching dissolution of traditional
social milieus. The traditional distinct circles of peasant, bourgeois, and
working-class culture faded into history. Instead, a consumer society arose
in which diﬀerences within existing class cultures became stronger, while the
lines between those class cultures began to blur. Now, ﬁne diﬀerences in taste
and style characterized the many social groupings more strongly than did
material contradictions or distinct class consciousness. Western Europe was
developing into an advanced industrial society along the lines of the United
States.
At the same time, growing prosperity promoted the stabilization of the
democratic order. This was especially the case in West Germany, Austria, and
Italy, where democracy had been reintroduced under the supervision of the
victorious Allied powers, and where embedding the habits of democracy in
local society was a major challenge. In those countries with stronger democratic traditions, economic success also preempted the rise of radicalism. The
Communists, who in any event no longer held any realistic revolutionary
prospects, lost up to two-thirds of their support. In France and Italy, where
they did manage to retain the support of 20 to 30 percent of the electorate for a
long time, the Communists languished in the isolation of a counter-culture.
After the suppression of the Hungarian revolt by Soviet forces in November
1956, most intellectuals also gave up on Soviet Communism. In the social
democratic parties, the Marxist prediction of ever-growing antagonism
between capital and the masses lost its plausibility. German social democracy
established a pluralistic basis for itself in the Bad Godesberg Program of 1959.
Aside from the dictatorships in southern Europea (Portugal, Spain, and,
after 1967, Greece), the calculus behind America’s containment strategy
worked out on a grand scale. Western Europe became “safe for democracy,”
and at the same time developed into an exceptionally productive trading
partner. The region was less susceptible than ever to revolutionary seizures
of power based on class conﬂict; on the contrary, Western Europe became
increasingly attractive to the societies of the Eastern bloc.
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The competition between the systems
For many contemporaries, these developments were all the more surprising
given that they had experienced the failure of many liberal democracies after
World War I, as well as diﬃculty in overcoming the eﬀects of the Great
Depression. Moreover, not a few observers had been nervously asking themselves whether a planned economy might not be superior to a market
economy after all. It was true that Stalin had brought about a powerful
achievement in terms of industrialization. In the twelve years from 1928 to
1940, industrial production in the USSR had risen sharply, while agriculture
had been relegated to second place in its contribution to GDP.9
Soviet reconstruction also achieved quick and impressive results after the
massive destruction of the war. As early as 1945, industrial production had
already reached 92 percent of the prewar level. In 1950, it reached 173 percent,
some 25 percent more than had been anticipated in the four-year plan of
1946.10 From 1951 to 1965, agricultural production grew by an average of 4.1
percent per year, the productivity of industry by 6.4 percent, and real income
per capita by 5.5 percent.11 Likewise, there was a tangible economic recovery
in the countries under Soviet control. Although the war’s devastation was
signiﬁcantly graver east of the Iron Curtain than in the Western European
countries, and participation in the Marshall program was out of the question
due to Soviet opposition, prewar levels of industrial production returned three
or four years after the war’s conclusion. Throughout the region, reconstruction translated into sustained growth, supported by a planned economic
model which all of the Eastern bloc countries adopted from the Soviets.
Between 1950 and 1970, annual GDP growth rates averaged some 7 percent.12
Altogether, the modernization of the Eastern Bloc proceeded even more
rapidly than that of Western Europe.
The West’s own achievement of the aﬄuent society soon made Westerners
forget the successes of reconstruction in the East. Nikita Khrushchev, however, took the impressive growth rates in Eastern European industrial production as conﬁrmation that the Soviet system was superior to the Western

9 Helmut Altrichter, Kleine Geschichte der Sowjetunion 1917–1991 (Munich: C. H. Beck,
2001), 84.
10 Alec Nove, An Economic History of the USSR, 1917–1991 (Harmondsworth: Penguin Books,
1992), 298.
11 Manfred Hildermeier, Geschichte der Sowjetunion 1917–1991 (Munich: C. H. Beck,
1998), 1174.
12 Aldcroft, European Economy, 130, 173ﬀ.
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one. He thus had high hopes for the victory of socialism by catching up to the
West and then surpassing it, with the East bloc developing a society characterized by prosperity and consumption: “We’ll bury you,” he told Western
representatives at a reception in November 1956.13 What he meant was that
the Communists would still be around when capitalism was sent to its grave,
and that sooner or later, the people of the West would come to realize the
advantages of the Soviet model. He added a prediction to the 1961 program of
the Communist Party of the Soviet Union saying that industrial production in
the Soviet Union would surpass that of the United States in ten years and
would increase sixfold over the next twenty years. In the 1970s, the USSR
would thus enjoy a living standard “higher than that of any capitalist
country.”14
Khrushchev’s optimism seemed all the more justiﬁed given that the crisis of
the European liberal system in the 1930s and 1940s had eventually resulted in
the loss of the colonies that had added to the strength of the great powers
during the height of imperialism. It was often the case that the colonial
struggle for independence went hand in hand with an orientation toward
the Leninist variant of Marxism. Because such liberation projects were initially
the preserve of small Western-educated elites in colonial society, the successful model of the Bolshevik professional revolutionary was appealing. The 1949
victory of Mao Zedong’s Communists in China, after a long conﬂict, served as
an inspiration, as did the persistent struggle of the Vietnamese revolutionaries
led by Ho Chi Minh, ﬁrst against French colonial masters and later against
American forces. After 1959, Fidel Castro’s regime in Cuba developed into an
attractive model for revolutionary movements in the southern hemisphere.
Even though the Soviet leadership was never able to bring these various
revolutionary movements and regimes under its control, there were still good
reasons to assign them to the Soviet column when undertaking a “global
assessment of power relations,” as the Marxists’ dialectical view of the world
put it. Power rivalries in the Third World thus produced additional Cold War
tensions.
However, the impressive industrialization of the Soviet Union suﬀered
from two structural ﬂaws. First, the agricultural sector had been severely
hampered by forced collectivization, and investment was lopsidedly allocated
to heavy industry and to the arms industry. The result was that the production
13 Charles E. Bohlen, Witness to History, 1929–1969 (New York and London: Norton,
1973), 437.
14 Altrichter, Kleine Geschichte, 145ﬀ.
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of consumer goods was meager, and standards of living and consumption
levels of the masses in both urban and rural areas deteriorated during the
1930s. This situation could not be redressed very rapidly by means of progress
in industrialization. The beginnings of a pronounced emphasis on consumer
goods in the initial postwar years were snuﬀed out by the advent of the Cold
War and by a tendency to invest in major prestige projects. Agricultural prices
were held artiﬁcially low, and collective farms, which had previously used the
structures of the traditional village, proliferated and expanded rapidly. These
factors continually hindered productivity in the agricultural sector. Hence, by
1950, agricultural production and the incomes of non-agricultural workers had
only reached prewar levels. It was not until 1953 or 1954 that non-agricultural
workers earned as much as they had in 1928.15 In 1965, the Soviet Union’s gross
national product (GNP) was about 45 percent as large as that of the United
States.16
Developments were similar in the countries which had adopted the Soviet
model after 1945. They were, at least initially, spared the collectivization of
agriculture, but Moscow also imposed high reparations on East Germany,
Hungary, and Romania which reduced returns on output. In order to achieve
ambitious planning goals, it was typically the case that more was invested in
large industrial projects than could be justiﬁed in terms of well-balanced
growth in consumption. While there were great diﬀerences among the
various Eastern bloc states, rates of growth in private consumption were
only half as high as in the West. On the other hand, poverty vanished, public
transportation systems were expanded, and washing machines, refrigerators,
and television sets gradually made their appearance in households. Still, skilled
workers usually had to accept a certain decline in living standards, while prices
and the selection of goods were determined not by the market but by
bureaucracies. Hence, quality often left something to be desired, and there
was a chronic shortage of the most popular goods, which fetched correspondingly high prices. Only a minority could aﬀord an automobile in this period.
The peoples of the Eastern bloc experienced progress toward a modern
consumer society, but there remained a signiﬁcant gap between them and
the consumer societies of the West.17
Most obvious was the contrast between developments in West Germany
and in East Germany. Before the war, consumption levels in the central region
of Germany had not been signiﬁcantly lower than in the western and southern
15 Hildermeier, Geschichte der Sowjetunion, 697, 707.
17 Aldcroft, European Economy, 177ﬀ.

16 Altrichter, Kleine Geschichte, 145.

516

Cambridge Histories Online © Cambridge University Press, 2010

The Cold War and social and economic history

regions of the country. Yet, in the mid-1960s, the German Democratic
Republic (GDR) had rates only 60 percent of those of the West Germans.
Germans on both sides of the Iron Curtain took note of this disparity. From
the foundation of the GDR, a steady stream of refugees headed west. It was
not just fear of repression that caused them to abandon the German “workers’
and peasants’ state”; many simply wanted to enjoy better living conditions and
greater personal freedom. Year after year, between 200,000 and 300,000
people left the GDR for the Federal Republic, mostly via Berlin where one
could simply decamp from the eastern sector to one of the western ones. By
the summer of 1961, some 2.7 million people had left the East German state, a
ﬁgure amounting to 15 percent of its 1950 population.
This steady exodus was all the more problematic for the GDR because it
was mostly the young and well educated who were leaving. Not only did this
hamper productivity growth in the GDR and give extra impetus to that in the
FRG, it also unsparingly highlighted the illusionary character of Communist
promises for the future. The GDR’s refugee problem was therefore of decisive
strategic importance for the whole Communist movement. As Soviet deputy
prime minister Anastas Mikoyan explained in a conversation with functionaries of East Germany’s Socialist Unity Party (SED) in June 1961: “The GDR,
Germany, is the country in which it must be decided whether Marxism–
Leninism is right, that communism is the higher, better form of social
organization for industrial states as well … If socialism does not triumph in
the GDR, if communism does not prove itself superior and viable here, then
we have not triumphed.”18
The Soviet Union therefore assisted the GDR economically, not only for
strategic military reasons, but also because of the signiﬁcance of a successful
socialist Germany to the whole bloc. Above all, however, the Soviets helped
the GDR by granting approval for the building the Berlin Wall in August 1961.
Overnight, the barrier cut oﬀ the ﬂow of refugees and enabled the GDR to
survive direct comparison with the Federal Republic. Yet, the Wall also made
clear that the Eastern side could not win the competition between the systems,
a competition it had itself declared.
Moreover, it was now apparent to most observers that the Communist
regimes could only survive over the long term if they shielded themselves
from Western inﬂuences. Whereas Western societies enjoyed growing aﬄuence and a new self-conﬁdence, the leaders in the East had to concentrate on
18 Quoted in Michael Lemke, Die Berlinkrise 1958 bis 1963. Interessen und Handlungsspielräume
der SED im Ost-West-Konﬂikt (Berlin: Akademie-Verlag, 1995), 161ﬀ.
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preserving their regimes with a mixture of concession and force. The prospect
of revolution in the West had deﬁnitively proven to be an ideological fantasy,
and the containment of encroaching capitalism, rather than revolutionary
expansion, now became the Eastern bloc’s strategic priority. That which
was still oﬃcially called the “class struggle” was, in reality, self-defense by
men in power of the Eastern bloc regimes against the forces of freedom. In
1958, Milovan Djilas correctly characterized those leaders as a “new class,” one
which had constituted itself in the aftermath of the Communist seizure of
power.
The diﬀerent ways by which the countries of the East and West proﬁted
from the transition to consumer societies became evident when, in the late
1906s, growing prosperity gave rise to a lifestyle revolution for the West’s
younger generation or, to be more exact, for the student elite of that generation. True, some young Westerners temporarily revived interest in Marxist
ideology, but this did not translate into support for the Soviet Union. Instead,
the “children of Karl Marx and Coca-Cola” actually accelerated the trends of
individualization, democratization, and consumer orientation in the West. In
the East, student protests were instinctively interpreted as attacks on the
dictatorship of the Communist Party. In Czechoslovakia, student protests
coalesced as a movement for a more open form of socialism which, in
August 1968, was snuﬀed out by the tanks of the Warsaw Pact. In the USSR
meanwhile, a broad stratum of university graduates imbued with skepticism
toward the ruling ideology began long careers in the institutions of the state.

The Soviet model on the defensive
For a time, closing the borders and suppressing opposition of the Prague
Spring allowed the Eastern bloc’s “new class” to escape the general tendency
toward “westernization.” In the long term, however, isolation could not be
sustained. In order to keep the gap in living standards from growing still larger
and to keep popular dissatisfaction below a critical threshold, the regimes of
the Soviet bloc were compelled to seek credit from and expand trade relations
with the West. Loans were to be had, however, only if the Eastern bloc were
to open itself, at least partially, to exchanges of “people, ideas, and views,” as
Western diplomats put it at the Conference on Security and Cooperation in
Europe. Additionally, Radio Free Europe and Western television, which could
be received in countries close to the border between the blocs, provided
continual information about conditions in the West and the Western view of
things, and eﬀorts to jam the signals were not successful.
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The leaders of “real existing socialism” thereby found themselves in a
dilemma: if they persisted too strongly in sealing oﬀ their societies, there
would be the menace of unrest due to the backwardness of social conditions.
However, if they chose the path of exchange with the West, they could be
faced with the destabilization of their regimes due to Western inﬂuences. East
German foreign minister Otto Winzer insightfully called the West’s policy of
détente “aggression in slippers.”19 Expansion of relations with the West was
thus controversial within the Communist leadership. Openness was inextricably associated with the transformation of the socialist regimes, and it
remained an open question as to whether this transformation could be
appropriately managed. As KGB chief Iurii Andropov secretly informed
Willy Brandt’s adviser, Egon Bahr, in February of 1970, “You have no idea
at all what is going on within the leadership [of the USSR]. You must give us
time. It’s more diﬃcult for us than for you.”20
In order to evade the choice between openness and impoverishment, many
of the Eastern leaders chose to focus more intensively on promoting consumption. Western credits were not invested to modernize the economy but
instead were spent directly to eliminate supply bottlenecks, to raise wages,
and to expand social welfare. Such a course was set by János Kádár in Hungary
as early as 1963. In Poland, the emphasis on consumption began after the large
strike movement of December 1970, which was sparked by frustration over
the lack of consumer goods and the high price of foodstuﬀs. Again and again,
party head Edward Gierek found himself having to make economic concessions to the workers that hindered the success of his modernization program.
After Erich Honecker replaced Walter Ulbricht as leader of the GDR in May
1971, a social welfare and prosperity program was put in eﬀect with the aim of
preventing disruptions such as those witnessed in Czechoslovakia and Poland.
The crisis-avoidance strategy developed by Kádár, Gierek, and Honecker
was only temporarily successful. Kádár became so popular that he could allow
a certain amount of openness in the media and an extensive easing of repression.
In the early 1970s, contemporaries spoke of “goulash communism.” In Poland,
where the supply of goods remained more strained, the authorities managed to
hold on for another decade, until a new nationwide strike movement arose in
the summer of 1980. Even after the emergence of the Solidarność movement
east of the River Oder, everything remained quiet in the GDR. It was the case,
however, that the Communists who emphasized prosperity had to pay for
19 Egon Bahr, Zu meiner Zeit (Munich: Karl Blessing, 1996), 157.
20 Bahr, Zu meiner Zeit, 305ﬀ.
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their consumer orientation with an increasing relative lag in productivity and
with growing ﬁnancial dependence on the West. The Soviet leadership
around Leonid Brezhnev watched with growing concern as the GDR grew
dependent on the steady importation of West German currency. The Soviet
ambassador to the Federal Republic, Iulii Kvitsinskii, described this process
with a catchy image: “Deeper and deeper, the GDR was swallowing the
golden ﬁshhook from which it could no longer free itself.”21
The West’s new approach to the Eastern bloc could be attributed to its
economic prosperity. On the one hand, that prosperity was the foundation for
the self-conﬁdence required to pursue a policy of open borders and open
competition. On the other, it also put Western governments in a position to
provide attractive loans to the East, thereby nurturing economic ties. There
was, then, a chronological as well as a causational connection between the
West’s transition to a consumer society and the intensiﬁcation of the West’s
détente policy in the late 1960s and early 1970s. This corresponded with the
East’s increased interest in economic cooperation.
Although the end of the West’s postwar boom period of high growth and
full employment came in 1973–74, it changed nothing in this dynamic. The
people of the West saw the recession of 1974–75 for what it was – the end of an
exceptional situation that had arisen from the coincidence of postwar reconstruction, the creation of transnational institutions to promote growth and
technological innovation, and low energy costs. The more modest growth
rates to which people now had to become accustomed nonetheless constituted continued economic expansion. While unemployment became a
chronic problem, it could be mitigated by the advanced social welfare systems
now in place. Due to rigid social welfare regulations and a decline in technological innovation, Western Europe found it more diﬃcult to compete internationally. Yet by 1979, an average GDP growth rate of 3.9 percent was once
again achieved. Following another decline at the beginning of the 1980s, the
level returned to 3.7 percent in 1988.22
Positive economic conditions put Western Europeans in a position to pursue
their form of détente even as the Americans again embraced an agenda of
isolating the East and intensifying the arms race. In December 1981, the West
German chancellor, Helmut Schmidt, was able to negotiate increased travel
opportunities for GDR citizens in exchange for the extension of overdraft

21 Quoted in Peter Bender, Fall und Aufstieg. Deutschland zwischen Kriegsende, Teilung und
Vereinigung (Halle: Mitteldeutscher Verlag, 2002), 64.
22 Aldcroft, European Economy, 245. See also John W. Young’s chapter in volume III.

520

Cambridge Histories Online © Cambridge University Press, 2010

The Cold War and social and economic history

provisions in trade between the two German states. Under his successor
Helmut Kohl, West German banks oﬀered an attractive loan of some one
billion marks to the GDR in June 1983, which saved the Communist regime
from looming insolvency. Further liberalization of travel followed: in 1987,
some 1.2 million East Germans were allowed to visit the Federal Republic,
ﬁve times as many as the previous year. The number of trips to the West by
GDR citizens of retirement age rose from 1.5 million in 1986 to 3.8 million in 1987
and 6.7 million in 1988. Around 30,000 East Germans received permission to
emigrate permanently each year. The foreign currency received by the East
German government in exchange for permitting such emigration, and for the
release of political prisoners, became an indispensable source of income.
The Eastern bloc did not suﬀer from the rise in energy prices during 1973–74.
In fact, the opposite was true because, as net exporters of energy, the Soviet
Union, Romania, and Poland proﬁted from price increases. The Soviets and
Romanians exploited their oil reserves more intensively, while Poland beneﬁted from higher demand for coal. However, this source of revenue, and
secret subsidies to the other states of Comecon (the East’s multinational
economic organization) made possible by energy exports, could only temporarily hide the creeping exhaustion of the economies of the socialist countries.
The Eastern regimes did not know how to use Western loans eﬀectively. Even
in cases where those funds were not used directly to promote consumption,
there was a lack of qualiﬁed personnel and economic infrastructure to produce
manufactured goods that would be competitive on the world market. Heavy
industry, especially the arms industry, drained away scarce resources of capital
and skilled labor, and the easy availability of oil and gas led to careless
investment in energy-intensive sectors. Morevoer, the sluggish state economic
bureaucracies did not recognize the growing importance of microcomputers
and microelectronics. In 1987, there were only about 200,000 microcomputers
in use in the Soviet Union, compared to some 25 million of more advanced
design in the United States.23
Eventually all of the Eastern bloc countries found themselves in a debt
crisis. They could not export enough competitive products to pay for their
imports and service their debts. Mounting interest repayments ate away at the
funds available for internal investment, thus putting a brake on growth and
obliging reductions in consumption. In Poland, the ﬁrst socialist country to be
hit by this dilemma, the Ministry of Internal Trade acknowledged in March
1979 that some 280 products were not available in quantities suﬃcient to meet
23 Aldridge, European Economy, 266; see also David Reynolds’s chapter in volume III.
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demand.24 Consequently, various essential consumer products were rationed.
Long lines in front of shops once again became part of everyday experience,
and the waiting periods for desired goods became longer and longer.
Those countries in the Third World where direct or indirect Soviet support
had established leftist regimes also wound up with severe debt problems.
They not only thoughtlessly accumulated large debts by borrowing petrodollars but also had to pay much higher energy prices. Their growing insolvency
undermined their ambitious development goals.
At the same time, the Kremlin experienced more and more diﬃculty
providing assistance to its friends in the southern hemisphere. The Red
Army, bogged down in support of an unpopular ally in Afghanistan, engendered growing skepticism in the USSR about the eﬃcacy and wisdom of
Moscow’s other adventures in the Third World. It was hard to see that the
Kremlin was gaining much from its vast expenditures in Africa, the Middle
East, and Asia (as well as Cuba and Nicaragua). Instead, these commitments
set back the creation of “real existing socialism” inside the Soviet Union.

The dissolution of the Soviet bloc
Collectively, the Eastern bloc countries slid into an economic crisis with no easy
exit, especially not for state-dominated, centrally planned economies. Whereas
in 1970 net material production in the Soviet Union and Eastern Europe had
risen by 8 percent on average, average increases dropped to 2.1 percent in 1979.
Growth in all sectors shrank to historic lows.25 In the last three years of the
Brezhnev era (1979 to 1982), the number of those in work grew by only 1.4
percent, while worker productivity grew by only 2.3 percent and gross capital
investment by only 2.2 percent. Shortages developed in two decisive production
factors – labor and capital.26 Aging machinery made for high repair costs, while a
workforce with little motivation and often insuﬃcient qualiﬁcations wasted its
time on unproductive endeavors. Even in weapons technology, the Soviet
Union was no longer able to compete with the United States. Accidents such
as the Chernobyl disaster in April 1986 had immediate and dramatic eﬀects on
the supply of goods. The fall in oil prices in the second half of the 1980s also led
to a worsening of the foreign trade balance.
In light of the growing communication between East and West, the leaders
of the Communist dictatorships were no longer in a position to reassure their
24 Aldridge, European Economy., 262. 25 Ibid., 257.
26 Hildermeier, Geschichte der Sowjetunion, 886ﬀ.
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populations with promises of a better future. Instead, the frustration over new
bottlenecks and numerous sharp reductions in living standards found expression in broad protest movements which immediately called into question the
legitimacy of “real existing socialism.” In Poland, this had been the case since
1980, and, there, the imposition of martial law had been unable to suppress
frustration over the long term. When renewed worker unrest in the spring of
1989 inspired the transition to a multiparty system, a general rejection of the
ruling order occurred right across the Eastern bloc; ﬁrst in Hungary, then in
the GDR, and then almost simultaneously in the other satellite states. In the
Soviet Union, where halfhearted reforms only served to worsen the supply of
goods, dissatisfaction encouraged nationalist movements in all directions.
Everywhere in the socialist sphere, frustration with material conditions and
embitterment toward the political leadership produced the fundamental
delegitimization of the ruling order.27
The leaderships of the Communist parties either sought salvation in
reforms which amounted to adoption of the Western societal model, or
capitulated when they were rejected by a working class that they had so
long claimed to represent. No more illusions could be maintained in light of
the standards of societal openness established by the West, the technological
revolution in communications, and the reforms instituted by Soviet leader
Mikhail Gorbachev. The peoples of the Eastern bloc liberated themselves
from the shackles of a rigid system, sometimes with the cooperation of their
leaders, but for the most part at their expense. The people of the GDR, where
the Iron Curtain was literally pulled down, quickly voted for annexation into
the Federal Republic and the wondrous prosperity of the West that now lay
before them.
In retrospect, the implosion of the Soviet bloc was a belated shattering of
the illusions and self-deceptions that the leaders of the October Revolution
had imposed on post-tsarist Russia, and which thereafter had been believed by
generations of Communists the world over. Communist elites nonetheless
sought to preserve their leadership role. They failed when a new stage of
technological development made apparent to everyone the limited potential
of a centrally directed collectivist economy in a strongly interlinked world.
The Cold War thus not only had its roots in the conﬂicts of modern industrial
society; it was also made obsolete by the further development of that society.

27 See the chapters by Archie Brown, Alex Pravda, Jacques Lévesque, and Helga Haftendorn
in volume III.
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