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Development Institute 

 

LESSON PLAN 

 

The Challenge of Changing the Old Mindset 

 

Prerequisite: CIPE Development Institute video presentation by Ruslan Stefanov 

 

I. Message  

 

The process of market transition in Eastern Europe has proven both unexpectedly easy 

and unexpectedly difficult. It was easy in a sense that no one thought this kind of 

transformation was possible even just a few years before it happened. Yet it has been 

difficult because building democratic and market institutions requires in-depth reforms 

and necessitates changing the old mindsets, which is a very difficult issue. One of the 

hard-to-overcome elements of the post-communist mindset has been the lack of personal 

responsibility and the expectation to be taken care of by the state. As a result, the 

transition to democratic market economy entailed the change in values toward making 

free choices – and toward taking responsibility for those choices.  

 

II. Objectives 

 

1. Understand the main challenges faced by the transition countries.  

2. Discuss the legacy of post-communist mindset and its impact across the region. 

3. Understand the important role that institutions play in transition economies. 

4. Identify the key reforms that still need to take place in transition countries. 

5. Explore the relevance of lessons learned by transition countries in Eastern Europe 

to other parts of the world. 

 

III. Discussion questions 

 

1. What are some of the reform complications experienced by transition countries? 

2. What are the legacies left behind by the post-communist mindset? 

3. Why are institutions important in the transition process? 

4. What is impact that institutions have on the economic and democratic process? 

5. What are suggested reforms going forward? 

 

 



 

 

www.developmentinstitute.org  Page 2 of 5 

  

IV. Reading list 

 

Required readings: 

 Aslund, Anders, “Facing New Challenges: Development in Former Soviet 

States.” January 9, 2002, http://www.cipe.org/pdf/publications/fs/Aslund.pdf.  

 McFaul, Michael, “Transitions from Postcommunism,” Journal of Democracy, 

Vol. 16, No. 3, July 2005 (5-19), 

http://www.journalofdemocracy.org/articles/gratis/McFaul-16-3.pdf. 

 Sullivan, John D, “Democracy, Governance and the Market,” CIPE, 16 Aug 2001, 

http://www.cipe.org/pdf/publications/fs/democracymarkets.pdf. 

 Sullivan, John D, “Democratic Governance: The Key to Political and Economic 

Reform,” January 22, 2004,  

http://www.cipe.org/publications/papers/pdf/IP0405.pdf.  

 

Optional readings:  

 Boeva, Bistra, “Governance in the Transition Economies: Current Issues in 

Bulgaria,” 18 Nov 2002, http://www.cipe.org/pdf/publications/fs/boeva.pdf. 

 Holden, Paul, “Did the Market Economy Fail in Latin America?  The Second 

Generation of Institutional Reform,” CIPE, 15 Jan 2003, 

http://www.cipe.org/pdf/publications/fs/holden2.pdf. 

 Radygin, Alexander, “Russia en Route to State Capitalism.”  Russia in Global 

Affairs.  April 4th, 2004, http://eng.globalaffairs.ru/numbers/7/523.html. 

 Satarov, Georgi, “Practical Approaches to Anti-Corruption Reform in Russia.” 6 

July 2005, http://www.cipe.org/pdf/publications/fs/070605.pdf. 

 World Bank, “Transition the First Ten Years: Analysis and Lessons for Eastern 

Europe and the Former Soviet Union,” 2002, 

http://siteresources.worldbank.org/ECAEXT/Resources/complete.pdf. 
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V. Lesson plan 

 

Post-communist transition 

 The collapse of communism was largely unforeseen 

 No one knew how easy or difficult the transition was going to be 

o 10 former communist states joined the EU after rather successful transition 

o Others continue to lag behind (South-Eastern Europe, Central Asia) 

 

The legacy of the post-communist mindset 

 Individuals not used to having control over – and taking responsibility for – their 

own destiny 

 Societies expecting to be taken care of by the state 

 

The role of institutions 

 Underlying issue behind the difficulties of transition 

 Post-communist countries had to start from scratch with institution-building 

o Formal institutions needed to be redesigned (laws, regulations, and organs 

guiding political and economic activities)  

o Informal institutions also had to be reformed (values, norms, mindset) 

 

Progress of the transition process 

 Difficult to measure 

 Often hindered by the old mindset 

 

Reforms 

 Liberalization 

o Prices 

o Trade and capital 

 Privatization 

o Free enterprise (enabling the private sector) 

o Privatizing state-owned assets 

 Macroeconomic and microeconomic reforms 

o Early stage: Macroeconomic, fiscal, and monetary stabilization 

o Mid-stage:  Tackling long-term fiscal problems 

o Advanced:   Creating policies aimed at strengthening economic 

institutions and stimulating private sector-led growth 

 Institution-building 

o Market institutions necessary for a functioning private sector 

o Fostering entrepreneurship, not just privatization 

 Economic freedom 

o Deregulation and opening up of the economy  

 

Links between building democracy and market economy 

o Involve shared values that go beyond just formal structures 

 Transparency, accountability, fairness, responsibility, etc. 
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Lessons learned 

 Institutions matter 

 Democracies and markets share the same values, need clear and consistent rules 

 Countries that introduced the deepest reforms, formal and informal, have made 

the greatest progress 

 

 

VI. Sample test questions 

 

1. True or False:  At the beginning of the transition everyone knew how it was 

going to play out? 

a. True 

b. False 

 

2. The transition process has been… 

a. Smooth in all post-communist countries. 

b. Extremely difficult in all post-communist countries. 

c. Varied in different countries. 

 

3. What are the two main post-communist mindset issues? 

a. Formal institutions and informal institutions 

b. Freedom of choice and personal responsibility 

c. International trade and privatization 

 

4. Which of the following is NOT a key reform step in transition reforms? 

a. Technological innovation 

b. Liberalization of prices, trade, and capital 

c. Privatization 

d. Institution-building 

 

5. What has been one of the main challenges in Eastern Europe’s transition? 

a. Unclear distinctions and relationships between public and private sector 

b. The lasting legacy of post-communist social mindset 

c. Building from scratch institutions of functioning democracies and markets 

d. All of the above 

 

 

 

 

The views expressed by the author are their own and do not necessarily represent the 

views of the Center for International Private Enterprise (CIPE). The Center for 

International Private Enterprise grants permission to reprint, translate, and/or use in the 

classroom the materials available through the CIPE Development Institute website 

provided that (1) proper attribution is given to the original author and to CIPE and (2) 

CIPE is notified how and where these materials are used. 
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