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FOREWORD

National strategy must be based on a clear perception of
the interests of a nation and the threats to those interests. The
changes brought about by Soviet President Mikhaun
Gorbachev's policies in Eastern Europe over the past vear
have called into question our perceptions of what has been the
primary threat to our security since the end of World War ll—the
U.S.S.R. If our strategy of containment has indeed brought
about the "surrender” of communism and the cold war has
finally come to an end, then where do we go from here as a
nation?

This report considers the changes in the Soviet Union and
Eastern Europe as a part of a larger plan for fundamental
restructuring—perestroika—of the Soviet Union and posits the
view that there may be more to Gorbachev's statements that
socialism is not dead than just rhetoric. The author explores
not only the Marxist-Leninist foundation—or lack thereof—for
Gorbachev’s plan, but also he examines the published works
associated with perestroika and analyzes the operational
policy, or actions, of the Soviet Union searching for consistency
among ideology, words, and deeds.

The author maintains that any new national strategy must
be based on a clearer understanding of the goals of perestroika
and a high degree of confidence that consistency exists
between Gorbachev’s declaratory policy and the actions of the
Soviet Union. There will always be friction between
Gorbachev's intention for perestroika and the actual direction
in which reform will proceed. In this regard, the author suggests
the methods that Gorbachev is employing to bring about
perestroika appear to be based on a mixture of theoretical and
practical Marxism-Leninism, as well as a little old fashioned,
seat-of-the-pants flying. As a result, he concludes that it is
extremely difficult to ever take Gorbachev literally since he is
involved in an historic internal struggle with powerful factions
and hostile interest groups for whom, it is said, he is trying to




be both the pope and Martin Luther simuitaneously.
Consequently, the author believes that while many of
Gorbachev's public statements and ultimate actions seem to
be not only internally contradictory, but also doctrinally
unsupportable, one should never discount Gorbachev’s need
to bring along—or disarm—the aforementioned aroups until
support for perestroika can be mobilized on a broader basis.

A principal thesis of this paper is that even though the
tactics employed, or the short-term direction of reform, may
seem inconsistent with the original intentions for perestroika,
this does not mean necessarily that there never was a grand
plan or that if there was a plan, Gorbachev has been forced to
abandon it altogether. The final point of the report is that even
though Gorbachev may have a grand plan, that does not mean
that the plan will be successful. As a matter of policy, therefore,
the United States needs to keep in mind the declaratory nature
of perestroika—a restructuring of the U.S.S.R. with socialism
as the end state—but operate on the basis of the more
proximate threats to our national interests represented by
demaocratic reforms and efforts toward regional, economic
integration in Europe and Asia that have been brought about
by, or have deveioped coincident with perestroika.

This report is published by the Strategic Studies Institute,
U.S. Army War College, as a contribution to the field of national

security planning.
U ﬁi\u

William M. Boice
Brigadier General, J.S. Army
Acting Commandant



PERESTROIKA: THE END GAME

Introduction.

Since Mikhail Gorbachev came to power in 1985, we have
been witness to changes in the Soviet Union and Eastern
Furope that have been described as unprecedented,
irreversible, and certainly breathtaking in terms of their pace.
What seems clear is that we in the West have had little time to
digest and interpret these changes with regard to the long-term
effects on the national strategies and policies of the Western
Alliance in general and the United States in particular. Since
all of the Stalinist regimes have fallen in Eastern Europe, it is
imperative that we pause, take that figurative deep breath, and
attempt to interpret more precisely what is taking place behind
the rubble of the Iron Curtain.

it may be useful to begin such an analysis with what seems
relatively clear and proceed toward the more ambiguous
aspects of perestroika in an attempt to establish the existence
of an emerging strategy—beyond that which has been
unearthed by analyses to date. Without a clearer view of the
Soviet strategy—or end game—our responses to the
continuing initiatives of Mikhail Gorbachev will remain short
sighted and reactive.

A key aspect of this analysis is the increasingly more
certain assumption that the revolutionary changes that have
been taking place in the Soviet Union (and most particularly in
Eastern Europe) have been the logical consequences of
deliberate Soviet policy decisions designed to encourage
critical thinking and democratization. In the early stages of
perestroika, a rather good case could have been made that
changes were resulting from seized opportunities by Eastern
European nations during a period of Soviet inability or
unwillingness to act. While elements of this thesis were and
still are valid, we must consider quite seriously Gorbachev's
own explanation that even though the pace and scope of




change might seem uncontrollable, "itis not necessary tc panic
when revolutionary processes become a reality. It was we wiio
produced thern with our policy. Didn’t we understand this when
we discussed all this?"’

If Gorbachev has set in maotion the initiatives of the past
months, then what can be the rationale? A wealth of scholarly
work exists which attempts to address the question of why
perestroika.? These early assessments can be grouped into
three, broad schools of thought regarding the genesis and
direction of perestroika. First, there is the belief that pere-
stroika has been brought on by an exceptionally poor economic
situation in the Soviet Union which justifies change, but change
designed to "jump start” the economy and ultimately preserve
the status quo ante; secondly, a widespread popular belief is
that our containment policy has resulted not only in a bankrupt
Soviet economy, but also in the acknowledgment that
commumism is dead as an economic, social, and political
model and the Soviet Union is headed toward a
non-Communist system; and, lastly, perestroika, although born
from dire economic conditions, represents an attempt to
restructure the Soviet Union as a more efficient and perhaps a
more Communist state which is better atle to compete with the
West.

Gorbachev himself lends support to the idea that the Soviet
Union is not restructuring simply because of current economic
difficulties and may in fact give us real insight into the true
direction of perestroika when he says that:

There are different interpretations of perestroika in the West,
including the United States. There is the view that it has been
necessitated by the disastrous state of the Soviet economy and
that it signifies disenchantment with socialism and a crisis for its
ultimate goals. Nothing could be further from the truth than such
interpretations, whatever the motives behind them.3

Gorbachev goes on to say that:

Of course, perestroika has been largely stimulated by our
dissatisfaction with the way things have been going in our country
in recent years. But it has to a far greater extent been prompted by



an awareness that the potential of socialism had been
underutilized *

fn order to accept or reject Gorbachev's assertion that
perestroika does noti represent a disenchantment with
socialism and a crisis for its ideals and ultimate goals, it is first
necessary to understand what Gorbachev means by
"ultimate.” Considerable debate could be generated over the
topic of socialist goals were it not for Gorbachev’s use of the
adjective "ultimate.” If Marx himself were asked to explain this
phrase, most probably he would describe the inevitable
progression of economic systems from feudalism, through
capitalism, and finally to communism as the ultimate objective
or goal. ltis essential to appreciate that Marx considered this
progression to socialism, or communism, to be scientifically
based. In other words, while man might be able to postpone
this economic transition to communism, he could not prevent
it; sooner or later, communism would emerge the victor.

If consensus could be reached on this meaning of "ultimate
objective,” then it could be deduced further that the declaratory
nature of perestroika was consistent with the “scientific” goal
of eventually supplanting the capitalist economic system with
communism. An examination could then begin with the intent
of evaluating Soviet operational policy in an attempt to find
support for the thesis that perestroika has an international,
competitive economic dimension that could eventually place
either all or part of the Western market countries in a position
of relative economic disadvantage.

Specifically, with regard to socialism as the genuine goal
of perestroika (rather than just a means to some other end),
Gorbachev—at peril of being accused of whistling past the
graveyard—tells us that:

We will proceed toward better socialism rather than away from it.
We are saying this honestly, without trying to fool our own people
or the world. Any hopes that we will begin to build a different non-
socialist society and go over to the other camp are unrealistic and
futife. Those in the West who expect us to give up socialism will be
disappointed. it is high time they understood this. and, even more
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importantly, proceed from that understanding in practical relations
with the Soviet Union.®

Since our "practical” relations with the Soviet Union cannot
be based upon their declaratory policy alone, we must have a
clearer understarding of the goals of perestroika and a high
degree of confidence that consistency exists between
Gorbachev's declaratory policy and the actions, or operational
policy, of the Soviet Union. There will always be friction
between Gorbachev's intention for perestroika and the actual
direction in which reform will proceed. In this regard, the
methods that Gorbachev—always the master politician—is
employing to bring about perestroika appear to be based on a
mixture of theoretical and practical Marxism-Leninism. As a
result, it is extremely difficult to ever take him literally since he
is involved in an historic internal struggle with powerful factions
and hostile interest groups for whom, it is said, he is trying to
be both the pope and Martin Luther simultaneously.

Consequently, many of Gorbachev’'s public statements
and ultimate actions seem to be not only internally
contradictory, but also doctrinally unsupportable. While,
arguably, the doctrinal and practical anteceients for
Gorbachev’s statements and actions can be found, one should
never discount his need to bring along—or disarm—the
aforementioned groups until support for perestroika can be
mobilized on a broader basis. This does not necessarily mean.
however, that if the tactics employed, or the short-term
direction of reform, seem inconsistent with the original
intentions for perestroika that there never was a grand plan or
thatif there was a plan, Gorbachev has been forced to abandon
it altogether.®

Gorbachev claims that Marx and Lenin did not leave a
"road map" to socialism and thus it is up to the current
generation of leaders to interpret correctly Marxist doctrine in
light of the realities of today.” It is by no means ciear whether
this logic simply represents an attempt to retain political
legitimacy in a state founded on the principles of Marxist
scientific socialism or genuinely reflects the determination of
the Soviet leadership to employ Marxist-Leninist methods




actually to achieve socialism. What is clearer, however, is that
Gorbachev is attempting to use theoretical Marxism-Leninism
to justify his actions and as such has proscribed a rather broad
axis of advance for perestroika. ‘s long as Gorbachev
continues to adhere to this policy of justification, his actions—
even the seemingly most doctrinally divergent onuvs—are
limited by at least the fundamental tenets of the doctrine.

While liberal interpretaticns of that doctrine have thus far
defied predictability, it is possible to see (at least in hindsight)
a Marxist-Leninist theoretical justification for Gorbachev's
actions to date. The crucial question remains, however,
whether the Soviet Union, under Gorbacheyv, is stil! striving for
the establishment of a scientific, economic model, the ultimate
objective of which is to displace-—not to coexist with—Western,
market-economy models. If our assessments lead us to
conclude that sucli is in fact the case, then our economic
policies (at a minimum) ought to acknowledge that judgment
in the alliances we enccurage and support and the business
practices we employ. The purpose of this commentary,
therefore, is to suggest that Gorbachev has had a "grand
plan"—regardiess of the day-to-day control he is able to exert
over that plan—and to look for support for the thesis that
Gorbachev's plan is justifiable in Marxist-Leninist doctrine. By
suggesting a socialist rationale for events associated with
perestroika and by searching for consistency—to the extent
that consistency ever exists in politics—between socialist
rhetoric and Soviet behavior, it may be less difficult to predict
the long-term direction of Soviet behavior, the end game, and
thus easier to assess the policy implications for the United
States, regardless of whether socialism is a genuine goal of
perestroika or simply a tacical means to some other end state.

The Legacy of Marx and Lenin.

At the risk of oversimplifying Communist economic theory,
what Marx was concerned about was the exploitation of
employment. By that he meant that those who owned the
means of production in capitalist societies would invariably




exploit those wino worked for them in order to maintain and
increase their own profits (surplus value). From this view, Marx
deduced that it was the existence of private proper'y and
private profit that inevitabiy lead to the exploitation of
employment. Marx believed that the workers would eventually
tire of capitalist exploitation and would rise in revolt against
their economic masters. He wrote that once the capitalists were
overthrown in the revolution, the so-called proletariat—the
workers—would take cver ownership of the means of
production and assume their correct role as the new "dictators”
telling the state—which had been organized and refined in
order to sustain the interests of the capitalists—what it must do
and how it must operate in order now to support them and their
ec.nomic and social efforts. In theorctical Marxism, the
concept of utopian democracy—where tt.e voice (or will) of the
people is not just considered, but is omnipotent—is derived
from Marx’s belief that as the workers became more
economically efficient (through the establishment of
communes or collectively-owned means of production) and
politically and socially altruistic (in a utopian-man sense which
eliminates all class distinctions), the need for a state wouid
wither away until it ceased to exist at all.

The gains of Soviet-style socialism notwithstanding, it
would a futile exercise to support the idea that the Soviet Union
is a Communist state in the Marxist sense. From almost every
perspective: the existence of the Communist Party structure:
State ownership of the mzans of precduction; a centralized and
planned economy; and, a powerless and ineffectual proletariat.
the Soviet Union represents virtually the antithesis of what
Marx envisioned. This is where Lenin comes into the picture.
As the rather of the Russian revolution, Lenin can be thought
of as Lenin the thecretician and Lenin the politician. As the
theoretician, he maintained considerable respect for the ideals
of Marxism, but as a politician, Lenin was forced to deal with
the day-to-day realities of consolidating a country devastated
by a world war, revolution, foreign intervention, and civil war.
Lenin the theoretician supported democracy, self-determi-
nation, debate, and different roads to socialism—as long as
the end state was socialism—while Lenin the politician




developed War Communism with the abolishment of private
property, the nationalization of banks and major industries, and
the development of the Cherezvychainaya Komissiya (Cheka).
the forerunner of the KGB. In the end, however, it was also
Lenin who admitted the error of War Communism and began
the New Economic Policy which restored the idea of profit
through private ownership of peasant farms—although the
State retained control over such key areas as banking,
transportation. heavy industry and foreign trade—and also
reduced the scope of intimidation of political and social
opponents by the Cheka.

As Winston Churchill put it, "Russia suffered two grea
tragedies—one was Lenin’s birth; the other was his death.”
Perhaps unfortunately for communism, Lenin died in 1924 and
the policies and proteges he supported were brutally purged in
the process of building a one-man dictatorship that Russified
Marxism by linking it to a campaign of terror and repression.
Gorbachev has taken great care to document his thesis that
what has taken place in the Soviet Union after the death of
Lenin has not necessarily been "scientific" and “...did not
always accord with socialist principles, with socialist ideology
and philosophy"® envisioned by Marx and Lenin. Instead.
Gorbachev contends that the post-Leninist era in the Soviet
Union employed “...methods and forms of social management
that arose under specific historical conditions [as opposed to
Marxist scientific conditions] in the early stages of socialist
development"®—the discredited Stalinist era. Many believe
Stalin’s policies of collectivization of agriculture (which ended
significant private agriculture), political and social purging of
opposition, and diminishment of the consumer sector of the
economy in favor of heavy industry and defense, placed the
Soviet Union on the path to social and economic ruin sufficient
to demand the current restructuring.

By discrediting the post-Leninist era, Gorbachev points us
toward Lenin and particularly his last writings as a guide for
understanding at least what appear to be some tactics of
perestroika:




Turning to Lenin has greatly stimulated the Party and society in
their search to find explanations and answers to the questions that
have arisen. Lenin's works in the last years of his life have drawn
particular attention.... | refer to Lenin’s tenets on the need for taking
into account the requirements of objective economic laws, on
planning and cost accounting, and intelligent use of
commodity-money relationships and material and moral
incentives.... Today we have a better understanding of Lenin's tast
works, which were in essence his political bequest.... He saw that
socialism was encountering enormous problems and that it had to
contend with a great deal of what the bourgeois revolution had
failed to accomplish. Hence the utilization of methods which did not
seem to be intrinsic to socialism itself or, at least, diverged in some
respects from the generally accepted classical notions of socialist
development.'®

Perhaps the message we ought to take from Gorbachev is
don’t confuse Lenin’'s tactics—and thus those of perestroika as
well—for the strategy. The use of so-called market methods by
Lenin did not represent a disenchantment with socialism, but
rather an acknowledgment that certain, seemingly-unorthodox
methods were required in order to deal with the extraordinary
circumstances that confronted the Soviet Union after the
post-revolutionary period of War Communism. As a result,
Lenin, in the face of what appeared to be a contradiction of
Marxist doctrine, was forced to deal with the dilemma of the
use of such things as private ownership—at very low
levels—and profit as an incentive in order to place the Soviet
Union on a sound economic footing. The very same dilemma
confronts the Soviet Union today as economists struggle with
the concept of transfer of ownership of the means of production
from the state back to the hands of private individuals and
groups of individuals,'' and the restoration of profit as a means
by which to motivate an apathetic work force. Does such
private ownership encourage the exploitation of employment,
or does it simply provide an incentive for the owners to work
more efficiently knowing that they (not just the State) can reap
the benefits—profit—from their labor. The delicate ideological
issue is how much license can be taken before the entire
"scientific” basis of Marxism is called into question. How much
private ownership and profit can be tolerated before the



conditions are recreated that would foster what Marx
decried—the exploitation of employment?'2

The ability to interpret correctly the Marxist-Leninist path
to be followed has been the single means of legitimization for
all Soviet leaders from Lenin to Gorbachev and any leader who
is unable to document his particular view of the road to
socialism in Marxist-Leninist doctrine risks elimination. For
Gorbachev to "...go over to the other camp" and embrace
capitalism would be either an admission of the nonscientific
basis of Marxism, or areturn to the earlier, discredited methods
of accomplishing reform. In either case, Gorbachev would call
into question the very legitimacy of his personal leadership,
something he is not about to do.

What Gorbachev appears to be concluding in his book,
Perestroika, is that socialism [communism] has never really
been given a chance in the Soviet Union; that Stalin and others
had made decisions of necessity based on "historical"
conditions that resulted in the "nonscientific" development of
the Scviet Union after Lenin’s death in 1924. Gorbachev has
made his case for a restoration of "genuine” Marxist-Leninist
principles as the means by which to reconstruct the Soviet
Union and has set in motion the engines of change required to
bring the Soviet Union into the 21st century, perhaps as a
Communist state.

Just think: how can we agree that 1917 was a mistake and all
seventy years of our life, work, effort and battles were also a
complete mistake, that we were going in the "wrong direction”? No.
a strict and impartial view of the facts of history suggests only one
conclusion: it is the socialist option that has brought formerly
backward Russia to the "right place"-the place the Soviet Union
now occupies in human progress.

What is that "right place” in human progress? Certainly,
Gorbachev could not have had in mind a "right place" of social,
technological and economic prosperity. In fact, quite the
opposite is apparently true. The Soviet Union is in a difficult
situation that has resulted from inefficient central economic
planning and execution; poor-to-nonexistent distribution




systems; disenfranchised and cynical workers; significant
technological gaps in many areas; and unbalanced resource
distribution and production priorities resulting in an inordinate
percentage of GNP spent on defense priorities at the expense
of a weak and inefficient consumer sector. This combination of
economic and technological inefficiency, arms racing
(including the prospect of a new, Western technological
breakthrough in conventional weapons'), and low social
morale and expectations led the Soviet leadership to the point
that there was no other option but perestroika—a perestroika
that not only would require peaceful relations with the West in
order to effect change, but also hinged on Western active
assistance to complete it successfully.

The "right place” may in fact be that spot in human history
that more closely resembles the conditions Marx attempted to
describe in 1848. Unlike 1917 in Russia, an exploited
proletariat does now exist in the Soviet Union. It is not exploited
by a capitalist bourgeoisie; however, it is exploited by a new
class—the state—which has controlled and manipulated the
means of production just as much as the capitalists ever did.
The difference is that Gorbachev, having recognized the
revolutionary conditions, is attempting to effect a revolution
from above before a genuine one breaks out from below and.
having begun the process, has got the tiger by the tail.

Strategy and Tactics.

A correct interpretation of the end game—or strategy—of
perestroika requires that we be able to differentiate among
doctrine, strategy, and the tactics that have been developed to
implement the strategy. Just as in Soviet military science,
where strategy flows from doctrine and tactics from strategy.
the same is true for perestroika; doctrine reflects the desired
end state, while strategy and tactics are the means by which
to achieve that end state. If Gorbachev’s declaratory policy
can be believed, then regardiess of how much we might wish
that the Soviets have renounced Communist doctrine and the
Marxist “scientific” basis for competition, we may have to
conclude that there has been no such change: no
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disenchantment with socialism nor crisis for its ideals and
ultimate goals; no renunciation of communism as the ultimate
victor. What has changed is not the doctrine, but rather the
strategy—as well as the tactics—by which the ultimate goals
will be achieved. Clearly, the confrontational strategy of nearly
43 years of cold war has proven that the Soviet system—not
the Communist system—is incapable of successful economic
and social competition with the West. The Soviet Union must
restructure; then, and only then, can a rejuvenated Soviet
Union hope to bring about the ultimate goals of socialism either
domestically or internationally and compete successfully with
the West.

Soviet Foreign Minister Eduard Shevardnadze points out
that when one strips away the top elements of our ideologies,
ones finds that we are very similar.’> As the leadership begins
to work to improve those aspects of Soviet ideology that are
similar to ours—e.g. democracy, primacy of law, and human
value—we in the West tend to conclude that this means that
the Soviet leadership has rejected that top layer of ideology to
which Mr. Shevardnadze referred but never fully explained.
Arkady Shevchenko, the highest-ranking Soviet official ever to
defect to the United States, tells us in his book, Breaking with
Moscow, that we in the West always mistake the tactics for the
strategy. | would suggest that we have become mesmerized
by the tactics and speed of change associated with perestroika
to the point that we have misinterpreted them to mean a change
in Communist doctrine, when in fact the declaratory policy, and
to a certain extent the emerging operational policy, provide little
or no support for such a conclusion when applied to the Soviet
Union alone.

Perestroika has been clearly defined by Gorbachevas"...a
thorough renewal of every aspect of Soviet life; it is giving
socialism the most progressive forms of social organization; it
is the fullest exposure of the humanist nature of our social
system in its crucial aspects—economic, social, political and
moral."'® More importantly, to appreciate the multifaceted
nature of perestroika one must realize that it is not something
the Soviet Union can do alone; there are domestic and

11




international dimensions of the strategy as well. Finally, there
is the question of timing—or more correctly sequencing—in the
way the tactics have been executed that suggests more than
just a "logical-consequence" theory for why and when events
have unfolded over the last few years.

Where To Start.

For the purposes of this commentary, let us assume that
the critical path of perestroika requires the complete economic
restructuring of the Soviet Union as the desired end state.
Although this is only one of the four areas mentioned by
Gorbachev, it is the one area of reconstruction without which
the Soviet Union would not be able to progress—some even
suggest survive—domestically or compete in the long run

the other areas of restructuring—political/military, social, and
moral—play a subordinate role to economic restructuring, but
may in fact require substantial progress themselves before
domestic economic restructuring can begin in earnest, much
less be achieved.

Implicit in these assumptions is the logic that the stage
must be set before the play—domestic economic
restructuring—can begin. Gorbachev has stated that
perestroika could not be accomplished without the aid of the
West. Therefore, does it make sense to begin domestic
restructuring before the political and economic foundation has
been laid for international support? Does it make sense to
begin internal economic restructuring before the domestic
social and political framework has been constructed that will
enable the new socialist house to remain erect? The answer
to these somewhat rhetorical questions is simply no. What
follows is one explanation or perspective on a possible "grand
plan" to which Gorbachev may be adhering and from which he
may be adjusting.

In launching perestroika, it appears Gorbachev began at

home with the basics—what was wrong with the economic
sy<tem and how he could generate popular support for the
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major reforms that would be required. Gorbachev understood
that perestroika would achieve very little unless he could
ensure the support of the Soviet people in identifying the
problems and contributing to the solutions. This could not be
accomplished without major restructuring in the moral and
sociai fabric of the Soviet people. Seventy-two years of
Sovietism, preceded by centuries of czarist oppression, have
created a socially and economically stratified population jaded
by broken promises, dashed expectations, and merciless
exploitation. If the intent of the social and moral dimensions of
the strategy of perestroika is to change an exploited society
into a participatory one, then Gorbachev would have to do
much more than just promise reform. Previous efforts at
reform—whether czarist or Soviet—had always ended with
those who had taken initiative being suppressed and the fruits
of their labor confiscated by those who attempted to restore
order and discipline when the periods of enlightenment ended
abruptly. The moral fabric of society was too deeply stained
with skepticism to be cleansed easily.

The first "tactic" employed in pursuit of social and moral
perestroika, aimed at popular cooperation, was something
called glasnost or openness. Although glasnost may have
been an unfamiliar concept in the West, it is not unfamiliar to
Soviet citizens who have lived with the concept during previous
periods of "thaw" in the Soviet Union. In an effort to get to the
heart of the problems that confront Communist societies, it is
necessary—in a Marxist-Leninist sense—to be able to criticize
freely both the system and oneself. It is through this process
of criticism and self-criticism that genuine progress can be
made toward the utopian Communist state. The problem for
Gorbachev was—and still is—at least twofold: first, how to
generate glasnost in a jaded population for whom such
openness was useful only in identifying those malcontents in
the system who would be purged as soon as the thaw was
over; and, secondly, once Soviet citizens became convinced
that glasnost was for real and too widespread to be stopped
through purging, then how was it possible to make the people
believe that something constructive would come of the
criticism?
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Domestic Political Restructuring.

The answer to both problems lay in the second of
Gorbachev’s four elements of perestroika—political
restructuring. If there is one legacy common to all Soviet
leaders since Lenin, it is the maintenance of the leading role
of the Communist Party in all aspects of Soviet life. The words
"leading role" are simply a euphemism for complete control of
all elements of the system and have been codified in Article 6
of the Soviet Constitution and in similar articles in the
constitutions of fraternal socialist countries. As a result of 72
years of party dominance, two distinct features of Soviet
political life have developed that are now impediments to
progress under Gorbachev’s plan of perestroika—the
reputation of the Soviet governmental structure and the
existence of the so-called nomenklatura. This governmental
structure is made up of progressively higher levels of "elected”
Soviets, or councils, ostensibly empowered to express the will
of the people whom they represent and to develop and execute
policies and programs that reflect party "guidance" and
electoral will. In reality, the Soviets have been nothing more
than a "rubber-stamp” organization designed to create the
facade of legitimacy for Communist Party dictums.

The nomenklatura is a phenomenon of the party itself.
Over the years of the party’s leading role, necessity required
the use of non-party experts in various fields of endeavor
ranging from former czarist officers serving in the Red Army to
former capitalists serving as factory managers. Although
these men all knew their jobs well, they did not measure up in
terms of their political reliability. As a result, a party member
was always assigned to these men to ensure that they
executed their responsibilities in a politically acceptable
fashion. Over the years, although the immediate need for such
political overseers may have diminished, the need for political
reliability in leadership positions has not. The nomenklatura
has evolved into two lists (closely-held secret ones). One list
is of party, government, and other influential positions within
the Soviet hierarchical system that require confirmation by the
Communist Party in order to fill and the other is a list of people
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"cleared" to fill those positions. Through this approval (or
outright appointment) process. the party is able to exert and
maintain its influence and control over the entire fabric of
day-to-day life in the Soviet Union. Appointment to a
nomenklatura post—or simply being on the list itself—brings
many things including power, prestige, and most importantly
privilege—special access to scarce consumer goods and
hard-currency stores run by the state; and special medical.
living, and recreational facilities not available to the average
Soviet citizen. As a result of the party's desire to maintain
control and the desire of nomenklatura appointees to maintain
their positions of power and access, the nomenklatura has
grown to a level that it has become an institution in and of itself.
an institution which Gorbachev has suggested is a major
source of what is wrong with the Soviet Union today.

Conceivably Gorbachev realized glasnost would never
emerge uniess there was widespread confidence that
something would come of the openness and criticisin
unleashed. if the party itself was part of ine problem because
of the privileges its members enjoyed—apart from the rest of
the citizenry—and because of the existence of the
nomenklatura whose bureaucratic positioning resulted in very
little but stagnation and the retardation of initiative and
progress. then Gorbachev would have to create an
organization that would be perceived by the people to be
responsive to their demands brought about through glasnost.
Arevised and potent State governmental structure seemed the
likely candidate to become that responsive organization.

From early in our awareness of perestroika, Gorbachev
has spoken consistently on the themes of more democracy and
more power to the government, which includes the Council of
Ministers (the Prime Minister and about 90 deputies, ministers,
and chairmen of state committees); the Supreme Soviet, or
standing legislature (with 542 members who meet in two
sessions twice a year); and the Congress of Peoples’ Deputies
(2,250 people who meet at least annually). Gorbachev has
stated that "there can be no democratization of society while
the Soviets (Government Councils) are not involved in the
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process and their status and activity are not exposed to
revolutionary transformation."'’” Gorbachev points to the
Soviets as a primary reason for success in the early days of
the Soviet Union and concludes that it was the democratic
nature of the Soviets that explains their unique success:

Their real powers lay in the fact that, once created by the masses.
they expressed and safeguarded working peoples’ interests. The
underlying feature and the secret of their rapid, even spontaneous
spread throughout the country was in the fact that they made
decisions and implemented them on their own while being in the
focus of the public eye, under open control of all those whom their
moves might concern. it was a unique way to combine direct
democracy and representative democracy.'

Gorbachev goes on to explain how the Soviets lost their
influence when:

...the command economy system of management [the Stalinist era]
was propelied into existence, the Soviets were somehow pushed
back.... From that moment the development of socialist democracy
began to slow down.... As a resuit, the principle of the socialist
revolution—that power must not only be for the working peogle but
also be wielded by working people-was gravely impaired.’

Lest the reader believe that a power vacuum was created
as a result of this reduction in Soviet influence, Gorbachev
explains:

The dwindling role of the Soviets gave rise to what we see as a
replacement of the functions and activities of government and
administrative agencies by those of Party agencies. For its part,
"substitution” of the Soviets by Party agencies strongly influence
the Party political work. As Party officials directed their efforts
toward economic affairs and management, cadres [nomenkiatural
were recruited from among competent professionals, though often
unskilled and inexperienced in matters of leadership. In shont, a
fault appeared in the functioning of the democratic machinery that
owed its life to the socialist revolution.°

The solution to the problem was made quite clear in 1987

and forms the basis for a consistency in Soviet policy since that
time:
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So, in the course of the continuing drive for restructuring. we
faced a formidable task-the need to restore completely the role
of the Soviets as bodies of political power and as the foundation
of socialist democracy. We are now renewing in full measure the
prestige and power of the Soviets,... The January 1987 Plenary
Meeting [of the Communist Party of the Soviet Union (CPSU)]
called on Party committees to keep strictly to the line of enhancing
the role of the Soviets....2"

Implicit in these statements are several key assumptions
that must be addressed. Restoring political power to the
Soviets implies that such a restoration will involve removing
power from the entity that currently holds that power—the
party. In addition, steps would have to be taken to make the
Soviets more democratically representative of the peoples’
interests. To that end, in the recent past we have seen
elections take place that have removed state representatives
who were thought not to represent "popular" sentiments of
reform; we have seen the Supreme Soviet "reject” initiatives
from Gorbachev—presumably countering their image as a
rubber-stamp organization; and, we have seen most recently
the Central Committee of the Communist Party endorse a
proposal to foreswear its constitutional monopoly on power and
concede the prospect of rival political parties in the Soviet
Union while at the same time requesting increases in the
constitutional powers of the president of the Soviet state.
Notwithstanding the monumental significance of the latter
event—which challenges the Party’s right to control
assignments of personnel to key positions in society through
the nomenklatura—the effect of all of this has been to provide
some foundation for the belief that there may be an
organization that can be responsive to the popular will and may
even replace the Communist Party as the de facto seat of
power in the Soviet Union. If such were to be the case, then a
logical consequence of that belief might be a less jaded view
of the outcome of glasnost and an increased willingness on the
part of the people to participate in perestroika, or at least give
it a bit longer to show results.
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Foreign Policy and Restructuring.

For many observers of the Soviet Union, the entire process
of democratization—represented by a concern for the primacy
of law, the acceptance by the Soviet leadership of political
plurality both abroad and now at home, and the seemingly
deliberate loss of the so-called "outer empire"—is so
antithetical to traditional Soviet behavior that it actually lends
support to the thesis that Gorbachev must have little or no
control over what is taking place in his field of view. While this
is certainly a reasonable thesis for the day-to-day events that
fill the popular press, it is not necessarily valid when applied to
the overall direction of perestroika and the broad axes of
advance along which the Soviet leadership has decided to
move forward.

In this regard, it is conceivable that once having begun his
campaign of glasnost and domestic political restructuring.
Gorbachev needed to set the international stage for the support
he would require for economic reform at home. Several
concerns may have dominated Soviet leaders’ thinking as they
charted the international dimesisions of perestroika. Clearly
there was the question of Eastern Europe in the process of
restructuring; could the Soviet Union afford to restructure itself
and continue to support or underwrite a similar program in the
so-called "outer empire"? If not, what were the options? What
political benefit could be gained if the Soviet Union were forced
to "write off" Eastern Europe? There was also the issue of the
international image of the Soviet Union. Ronald Reagan.
during his first term in office, had characterized the Soviet
Union as the "evil empire." It was going to be difficult at best to
garner Western support for perestroika as long as the view of
the Soviet Union was one of fear and hostility. Finally. there
was the key domestic concern of the Soviet leadership for
immediate access to capital to support reprioritization of
expenditures into the consumer side of the economy--an
immediate requirement to demaonsttate to Soviet citizens that
perestroika could show tangible results in the market place.
The only quick way to create this sort of capital was through a
redistribution of domestic spending—away from
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defense—toward the supply side of the domestic economy.
The inevitable result of any unilateral reduction in defense
spending would he the perception of increased risk—a
seemingly intolerable situation for any Soviet leader.
Something would have to be done to reduce both the
perception and the reality of such risk.

With regard to Eastern Europe, the Soviet leadership must
have been presented with an incredible dilemma; how would
it be possible to encourage true democracy in the Soviet Union
while at the same time attempting to retain control of the outer
empire by maintaining some degree of authoritarian rule? It
must have been considered that the alternative
strategy—allowing democratic freedoms to emerge in the
East—would bring on genuine dissent that was quite likely to
turn violent and violence was exactly what the Soviet Union
had to avoid if there was any hope for Western long-term
support for perestroika. There was also the distinct possibility
for domestic violence and genuine desires for secession to
emerge as by-products of the democratization process in the
Soviet Union itself.

| believe that it was at this point that the Soviet leaders
turned back to Lenin to find both the theoretical base for the
problem and potential solutions that fit the current era.
Gorbachev has acknowledged that socialist development
began to slow down from the moment the command economy
system of management—Stalinism—came into existence. He
has also implied that a key to the success of perestroika is an
accurate understanding of where the Soviet Union is today in
its socialist development. Such an understanding may require
a return to the pre-Stalinist era strategies and tactics in order
to begin again where Lenin left off and the cost of domestic
perestroika may be the loss of the "outer empire.” In 1914,
Lenin attempted to describe the conditions that existed in
Russia prior to the 1917 Bolshevik Revolution.These
conditions were considarably different from those Marx had
described as necessziy to bring about a Communist revolution.
Unlike many European industrialized states of the mid-to-late
18th century, the Russian Empire was an agrarian, multi-ethnic
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state of over 170 million people of whom only about 75 million
were of Great Russian nationality. The outer territories were
populated by non-Great Russian Slavs (Poles, Belorussians
and Ukrainians) and non-Slavs of North European, Turkic, and
Asiatic heritage. This complicated the Marxist revolutionary
party that Lenin headed by forcing 1t to develop tactics to deal
not only with classes—in the traditional Marxist sense—tu:
also with nationalities.?

As a result of this issue, Lenin became a proponent for the
right of minority nations to self-determination; i.e., secession
and the formation of independent states, as a tactic by which
to force the disintegration of empires like Russia and
Austro-Hungary .2

In the process of articulating his thesis of
self-determination, Lenin described characteristics of
democracies in fully-developed and not-so-fully developed
capitalist states:

The categorical requirement of Marxist theory in investigating any
social question is that it be examined within definite historical
limits, and it refers to a particular country (e.g.. the national program
for a given country), that account be taken of the specific features
distinguishing that country from others in that same historical
epoch. ..{A] clear distinction must be drawn between the two
periods of capitalism which differ radically from each other as far
as the national movement is concerned. On the one hand. there
is the period of collapse of feudalism and absolutism. the period of
the formation of the bourgeois-democratic society and state. when
the national movements for the first time become mass movements
and in one way or another draw all classes of the population into
politics through the press. participation in representative
institutions, etc. ...The typical features of the first period are: The
awakening of the national movements and the drawing of the
peasants, the most numerous and the most sluggist: section of the
population, inta these movements, in connection with the struggle
for political liberty in general, and for the rights of the nation in
particular. ... There can be no question of the Marxists of any country
drawing up their national program without taking into account all
these general historical and concrete state conditions. 2
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Lenin's description of Russia in 1914—specifically the
absence of bourgeois-democratic institutions—must have
provided current Soviet leadership with a strangely,
familiar-sounding baseline from which to measure the progress
toward socialism by Lenin's death in 1924, since in the
intervening years between 1914 and 1924 Russia endured a
world war, a revolution, a civil war, and War Communism, all
of which must have slowed significantly—if not stopped
entirely—any progress toward the democratization which
Lenin claimed was essential for building socialism in countries
such as the Soviet Union.

If the Soviet leadership’s perception of how far democratic
socialism has progressed—or not progressed—is even the
least bit dependent upon this 1914 starting point, then this
period of Lenin's writings may provide some insight into the
road that the current leadership has chosen to follow or at least
cite as justification. This does not necessarily mean that the
leadership of the Soviet Union has determined that it is
necessary to go through a capitalist stage of
development®>—which was brought to an abrupt end by the
1917 revolution—in order to continue to progress toward
socialism; rather, it may mean that the social and political
conditions that existed in pre-revolutionary, pre-capitalist
Russia have not progressed significantly since Lenin’s death
and current leaders must address those conditions using the
tactics that Lenin suggested. The striking similarities between
the political and social conditions in Russia that Lenin
described in 1914 and the conditions that still exist today—
when coupled with the Soviet Union’s willingness to allow the
"outer empire” to "do it their way"—suggest that there may be
more contemporary operational significance to Lenin’s treatise
than heretofore considered. In any event, encouraging the
"outer empire” to break away, as well as entertaining the
secessionist demands of the Baltic states, certainly makes
more sense when evaluated against Lenin's rationale for
supporting self-determination of states under specific social,
political, and economic conditions that seem to dictate the
cutting of one’s losses.
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The role of the Communist Party of the Soviet Union
(CPSU) in the entire process of democratization—both at
home and abroad—would also seem a bit more rational if one
assumed that the CPSU was basing its strategy—not
necessarily its day-to-day political tactics—on Lenin's
guidance:

..[T]he task of these [independent proletarian] parties with regard
to the national policy must be twofold: recognition of the right of
all nations to seif-determination, since the bourgeois-democratic
reform is not yet completed and since working-class democracy
consistently, seriously and sincerely...fights for equal rights for
nations; then, a close, unbreakable alliance in the class struggle of
the proletarians of all nations in a given state, throughout all the
changes in history, irrespective of any reshaping of the frontiers of
the individual states by the bourgeoisie [or by the Soviet Union?].26

Whether Lenin was the catalyst or simply the justification
for the current Soviet willingness to set free the "outer empire,"
the results are the same: the West was put on the defensive
where it has remained ever since; the authoritarian image of
the Soviet Union has been called into question; the cost of
sustaining the "outer empire” has been dramatically reduced;
and, Communist parties, although battered, bruised and dis-
credited, are still alive in most of the "outer empire" with at least
the organization—albeit not the members—perhaps to rise
from the ashes and maintain those vital fraternal links (as Lenin
suggested) to the dramatically changing CPSU.

Military Restructuring.

Another dimension of perestroika that has had significant
impact on both the domestic and international fronts has been
arms control and arms reduction. Since the late 1960s, we
have been involved with the Soviet Union in substantial
negotiations first to limit the number of strategic weapons, and
now to reduce—or eliminate—classes or numbers of weapons
that cross the full spectrum from strategic to conventional
employment.
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I would suggest that over the years, we have refined our
negotiating strategies in arms control based on our perceptions
of what the end state (after treaty ratification) ought to look like.
In doing so, we have demonstrated a tendency—particularly
during the Strategic Arms Limitations Talks (SALT)—to
assume that the Soviet Union’s vision of that end state mirrored
our own. In hindsight, it is probably safe to conclude that such
assumptions were incorrect. While the Soviet political
leadership has probably shared our view of the futility of
employing large numbers of nuclear weapons in any
East-West military conflict (the military has not always agreed
on this issue), their willingness to negotiate reductions, partial
eliminations, and even total elimination of all nuclear weapons
is most likely based on assumptions and expectations that we
have not yet come to appreciate fully. What seems clear,
however, is that over the years, the Soviet defense buildup and
arms negotiating strategies have been designed to place the
Soviet Union not on a level of parity with the United States—as
previously assumed—but rather in a position to dominate a
conflict at whatever level of escalation should unfold.

In this regard, Soviet doctrine has always assumed an
inevitable attack from the West as it reached a period that Marx
described as the "death throes of capitalism.” This
condition—Marx theorized—would be precipitated by the
intensity of the economic competition between Communist and
capitalist states as both resources and markets were taken
away from the capitalist camp. The conclusion drawn by Marx,
and further supported by Lenin, was that once this level of
competition had been reached, the capitalists countries would
have no other option but to strike out at the Communist
nations—in a typically imperialist war—in order to preserve
their economic and social position.

From the end of World War ll—when the USSR actually
increased the size of its armed forces—to the present, we have
seen an inexorable buildup of Soviet military strength. The
levels of men and materiel?” lend strong support to the thesis
that this torce structure has been developed over the years by
applying the correct norms—scientifically-developed
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equipment force ratios—that Soviet military scientists have
concluded wili ensure victory when war inevitably breaks out.

If, as | have suggested, Soviet defense spending has been
based on the presumption of the inevitability of war and the
need to assure victory once war breaks out, then how is it
possible to reconcile current Soviet negotiating behavior which
clearly seems designed to bring about a level of
armaments—at least conventional ones—that violate the
scientifically-developed equipment norms to which the Soviets
have heretofore so stringently adhered? The answer!s) to this
question may not reflect these military-scientific formulae for
victory as much as they do the economic necessity for
reprioritization of national objectves—before another arms
race begins—in an effort to offset the effects of years of
disproportionate eriphasis on preparing for war.

As stated above, the Soviet leadership must have been
confronted with the need to provide some rather quick and
dramatic results from perestroika in order to ensure the
continued support of the population for what were sure to be
rather austere times as the country moved toward a deeper
restructuring. The issue was not just the quantity of goods and
services available—although that was and is a very significant
issue—but rather the quality of those same goods and
services. The first part of the problem—the quantity
available—could be improved if resources and priorities were
shifted from defense spending into the consumer sector. The
second part—improved quality-—was more a question of
quality control, attitude, and managerial talent.

It appears that the Soviets went about solving the problem
in several ways. The primary method to improve quantity
seemed to be through the diversion of resources dedicated to
defense. While the United States has spent consistently
between 4 and 6 percent of gross national product (GNP) on
defense over the last 20 years?® cr so, recent estimates have
tagged Soviet defense spending at a level between 15 and 17
percent of GNP.2° Some Soviet officials have even gone so
far as to intimate that actual defense spending (when full cost
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accounting methods are employed) could reach as high as 30
percent.3® Diversion of any significant amount of money from
a program of this magnitude was not going to be easy,
politically or economically. In order to accomplish this in a
timely fashion, at least two things had to happen: defense
production quotas and military manpower had to be
reducsd--sinre the enly way to produce short-term, dramatic
reductions in defense expenditures is to cut manpower.

It is still not clear what the actual catalyst was for reduced
defense production quotas; was it really the new "defensive"
doctrine which is intended to bring the Soviet Armed Forces
down to a level sufficient for defense only, or was it the urgent
requirement to improve consumer-goods production or both?
What seems clear is that the Soviet leadership is not willing, or
is unable to wait for perestroika to bring about the increase in
quality and supply of goods to meet the increase in
expectations brought on by Gorbachev’s initiatives.

The quick solution involved conversion of a percentage of
defense production capacity to consumer goods production.
The rationale was probably based on the assumption that
these same defense managers who were able to turn out such
quality in the war-materiel sector would certainly be able to
produce similar results in the consumer sector, where the
problem seemed to be more than just managerial expertise.
The real problem in the consumer sector was a combination of
things such as the absence of priorities for raw materials—it
was all going to defense; the absence of any tradition of quality
production—since there was no national-security reason for
rejecting finished goods on the basis of quality (presumably
any quality was deemed to meet the standard as long as the
numerical standard was met); and, the lack of a real work ethic
based on incentives.

The next approach provides an indication of the lengths to
which the leadership was willing to go to achieve a short-term
fix or at least buy some time for perestroika; they took the
problem to the talent. In 1987, when the conversion program
was conceived, military industry allocated 40 percent of its
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output to the civilian sector. Soviet factories have now been
given the task to convert their production capacity by 1995 to
a 60-40 split between consumer and defense production
(50-50 by 1991).3' It seems that the expectation is that within
the defense industry—where there is an established pattern of
product excellence, quality control, and some sort of work ethic
that has producad these products—there would be !ess fcct
dragging, or less inertia to overcome, than in the existing
consumer sector. It is difficult to believe that this is the Soviet
long-term solution to the problem or that this sector of the
economy will be able to do any better than the non-defense
sector at alleviating shortages and improving quality; however,
it does provide a rather clear indication of the immediate need
to show progress.

Regardless of whether one believes that the Soviet
democratic initiatives discussed above were the result of a
belief in (or adherence to) Marxist-Leninist principles, or
whether the reductions in defense-sector production are the
result of a new defensive doctrine or simply the result of a
short-term need to divert capital, the effect has been to reduce
dramatically the perception of the Soviet Union as a military
and ideological threat to the West. As a result of that
perceptual change, the international stage has clearly been set
for the kind of support that Gorbachev has claimed all along is
vital to the success of domestic perestroika—economic and
managerial support.

Economic Restructuring.

In statements made by Gorbachev and his economic
advisors, the point has been made that what the Soviet Union
needs from the West to support perestroika is not necessarily
technology transfer—since the Soviet Union has had access
to Western technology before and has not been able to bring
about the necessary changes. Neither is the Soviet leadership
interested in investment capital exclusively—throwing foreign
investment at the problem will not bring about genuine
perestroika.®?> What the Soviets have repeatedly stated is
necessary is for Soviet managers to learn to become
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businessmen and since there are no better businessmen in the
world than those who operate in the West, pride
notwithstanding, Soviet managers must learn from these
experts. The primary vehicle through which the Soviets have
decided to pursue this businessman’s education is the
international joint venture. While most Soviet economists do
not consider joint ventures to be the panacea for all Soviet
economic problems, they acknowledge the usetulness of joint
ventures in helping Soviet industry to adapt Western
technology and management practices more rapidly and to
improve the performance of the USSR as an exporter of
manufactured goods.33

In addition to the joint venture initiative, the Soviets have
discussed—and have begun to develop—the idea of special
economic zones as another mechanism by which to attract
foreign partners and the technology and management
expertise they bring with them. Although the original concept
dealt with the idea that these special economic zones—
primarily in the northwest, south and far east—would resemble
customs-free industrial parks where joint ventures would
flourish, the final legislation actually provides for wholly-owned
businesses to operate in the area as well. One could speculate
that the joint venture was still not attractive enough to
encourage large numbers of investors; therefore, it was
necessary to "sweeten the pot.” From the beginning, the idea
of these zones was to encourage joint ventures, and if
wholly-owned, foreign companies had to be permitted in order
to encourage companies to get involved by providing them
some sort of guaranteed profit, then that would be the price
necessary for a longer-term gain. The implied intent is to get
the businessmen into the zone and then learn from them how
to do business and then eventually buy them out.3¢

Since early 1987, Soviet trade laws have been developed
that were specifically designed to encourage foreign
entrepreneurs. The basic joint venture legislation of 1987
raised some interesting questions about the orientation of the
Soviet law and the ultimate direction of perestroika. The early
legislation not only limited the foreign partner's equity to 49
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percent—thus no real controlling interest in the venture, but
also mandated that the only way that profit could be repatriated
was through foreign exchange earnings by the venture. Some
have interpreted the profit repatriation issue to imply a Soviet
desire to restrict access to the USSR’s domestic market.®
However, another way to look at it could be a Soviet desire to
force the venture to produce goods of sufficient quality so as
to be competitive on the international market. In addition, until
the rubla is convertible, the only way a foreign entrepreneur
can earn any profit—short of a classic barter arrangement or
conversion of rubles to hard currency among foreign
entrepreneurs—is to establish an export market for the
venture. The interesting aspect of this particular thesis is that
by forcing the issues on repatriation of profit, the Soviet Union
is able to satisfy a number of objectives at once: supplying
domestic needs with goods of sufficient quality as to be
competitive on the international market; creating an
international market for the venture from the beginning that will
remain once the buy out of the venture is complete; and,
providing a means by which serious entrepreneurs can earn a
hard-currency profit from the beginning of the joint venture
rather than having to wait for ruble convertibility.

Enthusiasm for joint ventures in the Soviet Union, based
on this legislation, was less than overwhelming. By the end of
1988, only 191 joint ventures had been registered—including
27 with Council for Mutual Economic Assistance {CEMA)
countries.®® Perhaps as a result of foreign desires to sell to the
domestic market—more likely the lackluster performance of
joint venture registrations—in December 1988, the Soviet
Council of Ministers produced new rules governing joint
ventures. Several key features are worthy of note: foreigners
could now own "majority” interest in the venture—although
unanimity with the Soviet paitner was required in deciding
"fundamental questions"—and foreigners could be chairman
or general director of the venture—unlike in the previous
legislation. What was not changed, however, was the
requirement for repatriation of profit to be based exclusively on
foreign exchange earnings.3” Even with this "restrictive” aspect
still in place, registration of joint ventures increased to 1274 by
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the end of 1989% suggesting that the major obstacle, percent
of ownership—thus percent of profit—may have been the
actual stumbling block for foreign businessmen.

Even with the dramatic increase in joint venture
registrations, the Soviets are still not satisfied with the levei of
interest thus demonstrated. According to B. Tuyukin, who is
the sector head {sic] of the State Foreign Economic Commiittee
of the USSR Council of Ministers, the 1274 registered joint
ventures have a total agreed-upon charter capital of over 3.3
billion rubles of which about 1.4 billion rubles have been
provided by the foreign partners, most of whom represent
Western market-economy nations such as the FRG with 191
ventures, Finland—146, the USA—143, Great Britain—84,
Austria—90, and Italy—83.3° In 1989, these ventures sold
about 800 million rubles worth of products and services with
about 94 million rubles worth being exported—including about
70 million rubles in convertible currency. Of particular interest
to Soviet planners is the fact that over 59.3 percent of the
ventures have charter capital of up to 1 million rubles; 27.6
percent—from 1 to 5 million rubles; 6 percent—from 5 to 10
million rubles; and, only 7.1 percent—over 10 million rubles.*°

By way of further explanation, Tuyukin says that:

Some 400 joint ventures have been created in the social sector.
Of them, only 122 produced consumer goods; and the rest were
engaged in trade and in public catering, in hotel, transport and
concert spheres, in public health, and in the production and sale
of movie and video products. Some 341 enterprises performed
scientific-research and experimental design work, offering engi-
neering and consulting-mediatory services, and engaged in
personnel training. There were 62 enterprises engaged in machine
building and instrument making, 61 in the agroindustrial complex,
and 98 in construction and building materials production. Some
166 ventures developed programs and produced computer
equipment.*!

Soviet economists have also compared the number and
character of registered joint ventures in the USSR with those
registered in the Peoples’ Republic of China (PRC) during the
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last 5 years—20,000%>—and determined that even though
there has been progress, in comparison with the level in the
PRC, Soviet humbers are unacceptable. What seems to
trouble Soviet economists is the fact that:

...Without in any way minimizing the role of the small enterprises,
which have the right to exist and may be useful, it should probably
be acknowledged that our country still has too few medium-sized
and large enterprises capable of solving the more or less serious
problems of our economic system. After all, according to the plan,
we would like to have quite powerful, efficient enterprises, and not
handicraft workshops with 20-30 workers.*3

It is reasonable to assume, therefore, that we will see
further changes in the foreign trade legislation designed to
improve the financial conditions not only for foreign
entrepreneurs, but for the Soviet directors as well for whom
currently there exists no way to reflect the contribution of the
economic activity of the venture in the economic activity
required to fulfill the State plan. Without legislative changes
that encourage—rather than discourage—Soviet director
support for ventures through the allotment of material,
financial, labor, and other resources, the trend in the cha-acter
of joint venture registrations that Tuyukin has identified will
continue: "...For example, among the first 100 [joint ventures)
registered, there were 29 mixed enterprises with a charter
capital of over 5 million rubles, in the third 100 there were 12,
and in the eighth 100 there were only four."44

The entire strategy of joint ventures in the Soviet Union as
a means by which to attack domestic business problems of
management and production raises several questions, the
answers to which must be considered when formulating our
economic policy toward the Soviet Union. First, if the leaders
of the Soviet Union are really as short-sighted as some
observers would have us believe, and the Soviet economy was
about to implode from inefficiency, why would the leadership
establish laws that clearly focused on export sales—similar to
what Stalin did at the early stages of "building socialism in one
country"—rather than satisfying domestic demands? Second,
ought we to be concerned about the export focus of the joint
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venture law? The Japanese have been extremely successful
in the business world by employing a similar joint venture
strategy and in certain key areas have been able to dominate
a particular market. Gorbachev claims to be adhering to
socialist principles and goals which, when carried to a very
long-range, Marxist conclusion, would suggest an ultimate
desire to compete with the West not just for a share of a
particular market or markets, but rather for dominance and
even control of the market.

Joint ventures are only one portion (albeit a very important
portion) of the overall Soviet approach to domestic perestroika.
They satisfy both a short- and a long-term objective for the
Soviet leadership: near real-time provision of goods and
services—of import quality—to the Soviet consumer; and,
long-term training for Soviet businessmen in the methods of
competing in the market. For all the problems Tuyukin has
identified with the joint venture program, he concludes that the
program has given the Soviet Union:

..Quite a fot. Let us begin if only with the fact that the new
approach will ensure an equivalency of exchange such that with
foreign firms the conditions will be created for us to be able to
foresee the development cf joint entrepreneurship independent of
inflationary, directive and other price changes in the USSR. This
will also make it possible to compare the competitiveness of
conditions for the activity of joint ventures in the USSR and in other
countries interested in attracting foreign investment. Moreover. a
joint venture can obtain profit comparable to the profit of analogous
foreign firms, and demonstrate a real ability to compete with
them.*®

If—and that is a very big "if"—the Soviet Union is successful
in restructuring itself—perhaps as a result of Western
entrepreneurial assistance and investment—without some
way of disciplining the process of Soviet intrusion into the world
market place, have we not contributed to the creation of the
very joint ventures with which we will have to compete for a
percentage of market share both now and in the future?

While joint ventures may represent the future of the Soviet
economic strategy, a more immediate problem is the
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transformation of the domestic economy itself. Joint ventures
can be thought of as the business-school approach to the
problem; that is, with a return realized only when the students
have "graduated’ and progressed to those positions from which
they are able to control the business methods and long-term
direction of their individual enterprises. In the meantime, the
larger problem for the Soviet leadership is the complete
reorientation of the Soviet system to accommodate a
market—rather than a planned orientation. Although this will
indeed be a formidable task, a flourishing "market" system
already exists—the black market. Goods and services have
been provided all along through this system of doing things na
leva, on the left, or, beating the system. The challenge.
therefore, is not so much with understanding market principles
as it is conditioning the people and the system to operate
without price and product subsidies in accordance with the
so-called socialist axiom of "from each according to his ability:
to each according to his work."

The idea of having to earn a living runs contrary to the old
Soviet joke that says "they pretend to pay us and we pretend
to work." What Gorbachev is finding is that the transition from
this truism to a new system where "they really pay us and we
really work" is not an easy path at all. In fact the intermediate
step where "they really pay us and we still pretend to work" has
been more pronounced than perhaps anticipated. Anecdotes
coming out of the Soviet Union describe situations where
controls on prices for certain industries were lifted in the hope
of stimulating increased production based on an assumption
that the additional earnings generated by such increased
production would be an incentive. In some instances, so these
stories go, production actually decreased as workers in these
enterprises realized that they could raise prices and produce
less without reducing their overall level of income. In fact the
end result was not more money for more work, but rather the
same money for less work.

One could assume that this sort of "incentive” was stronger

for the Soviet worker based on the simple fact that there is still
very little to buy even with increased earnings. Soviet workers
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currently stand in line for everything they wish to buy anyway.
often finding that whatever was for sale has sold out long before
they reach the front of the line. Therefore, earning the same
money for less work actually provides :inore time for these
workers to stand in line without threatening their overall earning
power. ltis difficult to imagine that this sort of mind set can be
easily overcome, until such time as goods and services are
available in sufficient quantity and quality as to provide an
incentive for the additional work.

The real irony is that in order to prevent abuses of the
system, such as the one described above, the Soviet
leadership has had to legislate the means by which to force
certain levels of production—through mandatory State
orders—in order to create a condition of plenty after which the
market forces can become operative. To create a market
economy, one must begin by preserving the command
economy! It is perhaps for this reason—as much as any
other—that the 13th 5-year plan stili adheres to the principles
of the command economy and, as such, threatens the very
success of perestroika. When Gorbachev speaks of the need
for extraordinary powers vested in the President of the Soviet
Union to speed up the process of perestroika. he is
acknowledging that current methods have been unsuccesstul
in overcoming the various "braking mechanisms" on the
economy and is also implying that a slowing down of the
process of restructuring—called gradualism—threatens to
retard progress, and eventually stop perestroika altogether.*°

In support of this view, Soviet economic observers have
begun to state openly that they admire the Polish experiment.
particularly with respect to the radical nature of the
implementation strategy.*’ A revolution cannot take place
slowly, and there will be discomfort if the revolution is not
stopped. The difference between the Polish "revolution” and
the Soviet one is that the majority of the Polish people (65
percent)*® support the idea because they believe in what they
think waits for them at the end of the struggie. The Soviet
people, conversely. are not as yet sold on the need for such a
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radical transformation thus placing Gorbachev in the
unenviable position of justifying perestroika on the basis of
arguments that probably sound like "trust me"” or "one day you'll
thank me for this.”

Without popular support for the notion that the gains of
restructuring are worth the pain caus:d by perestroika.
Gorbachev could find himself without st ificient political power
to effect the changes he perceives to be necessary. The need
for such power—vested in a single man—to prevent
gradualism from defeating perestroika could possibly explain
why Gorbachev chose to reverse himself—apparently—-on the
issues of party supremacy and political pluralism. It would
appear logical that if the 13th 5-year plan in any way codified
gradualism, Gorbachev would have only two choices: go along
with the plan—knowing full well that it could mean the end to
perestroika, or he could work to defeat the plan by removing
the party’'s constitutional right to present the only plan and by
establishing executive powers sufficient to direct the progress
of perestroika along what he knew was going to be a very
unpopular path of rapid change. | do not mean to impiy through
such conjecture that Gorbachev is anti-party per se, in fact it
is my belief that the removal of Article VI of the Soviet
Constitution, as well as the new powers of the President.
represent a strong Politburo consensus corcerning what is
required in order to strengthen the party in the future. What |
am suggesting is that the party bureaucracy—in the eyes of
the Politburo—had been too slow in adjusting to the new
circumstances that confront it and that radical steps were
required in o-der to preserve the party's potential to represent
the Soviet people in some new socialist order. While one could
certainly argue that on the surface such a move was anti-
Leninist, it is important to note that Lenin envisioned the party
as the vanguard of the people and as a temporary
phenomenon until such time as the State had withered away.
If Gorbachev’s perception was, and is, that the party was no
longer the vanguard of the people, and had ceased to rep-
resent popular will in a truly democratic sense, then something
would have to be done to recast it in the appropriate image.
Once again, Gorbachev had read the political currents
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appropriately that threatened the Soviet Union and apparently
decided to move in a particular direction that might preserve
his future options, rather than wait for circumstances to unfold
that would perhaps preclude those options.

The End Game.

If Gorbachev is in fact holding true to the ultimate goals of
socialism, then where is the element of the strategy that speaks
to the international dimension of political and economic
competition? Who are the allies for the Soviet Union, and who
is, or are, the competitors long and short term? The answers
to these and other questions may lie in what Gorbachev has
described as the "common European home."

From Gorbachev's point of view:

Europe is indeed a common home where geography and history
have closely interwoven the destinies of dozens of countries and
nations. Of course, each of them has its own problems, and each
wants to live its own life, to follow its own traditions. Therefore,
developing the metaphor, one may say: the home is common.
that is true, but each family has its own apartment, and there are
different entrances too. But it is only together, collectively, and by
following the sensible norms of coexistence that the Europeans
can save their home, protect it against a conflagration and other
calamities, make it better and safer, and maintain it in proper
order 4

Gorbachev goes on to state that "...the requirements of
economic development in both parts of Europe, as well as
scientific and technical progress, prompt the need for a search
for some sort of mutually advantageous cooperation.”® This
mutual cooperation is not meant to suggest "...some kind of
European autarchy, but better use of the aggregate potential
of Europe for the benefit of its peoples, and in relations with
the rest of world."S' For example:

The two parts of Europe have a lot of their own problems of an
East-West dimension, but they also have a common interest in
solving the extremely acute North-South problem. West European
states, like the Soviet Ur.ion [sic] and other socialist countries, have
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broad ties with the Third World, and could pool their efforts to
facilitate its development.52

However:

...ideologists and politicians...continue to sow mistrust toward the
Soviet Union. The majority of the West European
countries...publish a great many hysterical articles...[in which they]
ascribe to us a desire to establish domination over Europe.... |
thought: could European readers, European nations be so naive
as to believe such scribbling? We have faith in the common sense
of the Europeans and we realize that sooner or later they will know
the truth from lies.53

Even if one accepts these statements at face value, the
question still arises about the role of the United States in the
common European home. Inresponse, Gorbachev says that:

When we point to the importance of Europe’s independent stance,
we are frequently accused of a desire to set Western Europe and
the United States at loggerheads. We never had, and do not have
now, any such intention whatsoever.... It is preposterous to
interpret the Soviet Union's European line as some expression of
"anti-Americanism.">

Nevertheless, almost in the same breath Gorbachev points
out that:

A serious threat is hovering over European culture too. The threat
emanates from an onslaught of "mass culture" from across the
Atlantic. We understand pretty well the concerns of the West
European intellectuals. Indeed, one can only wonder that a deep,
profoundly intelligent and inherently humane European cuiture is
retreating to the background before the primitive revelry of violence
and pornography and the flood of cheap feelings and low
thoughts 55

Gorbachev concludes with the view that:

Our idea of a "common European home" certainly does not involve
shutting its doors to anybody. True, we would not like to see
anyone kick in the doors of the European home and take the head
of the table at somebody eise’s apartment. But then, that is the
concern of the owner of the apartment. In the past, the socialist
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countries responded positively to the panicépation of the United
States and Canada in the Helsinki process.>

In the face of such rhetoric and Gorbachev's own inference
that the common European home extends "from the Atlantic to
the Urals,">” others have determined that Gorbachev's
conception of the common European home actually
encompasses the region from Vladivostok to California.® The
conclusion that one would necessarily draw from such a view
is that the United States and Canada will play a significant and
permanent role in the long-term, economic and political
development of this common European home. While the
"Helsinki process" would provide a forum for political
participation—the Conference on Security and Cooperation in
Europe (CSCE)—it may not provide (without significant
changes to the CSCE charter language regarding the force of
the resolutions) an adequate forum for the resolution of
economic issues that impact upon U.S. trade relationships with
a new European order.

With regard to these economic issues, the primary concern
for the United States should be to ensure continued favorable
access to the market, or markets, envisioned in any common
European configuration—whether it is the European
Community (EC) 92 or some expanded group that includes
countries of the former Soviet "outer empire." Consideration
has to be given to the possibility of an expanded EC with
exclusionary policies that could operate to the detriment of the
United States. If the Soviet Union and other Eastern European
nations were added to the EC, what would be the import-export
focus? With resources provided by the Soviet Union, could the
EC become virtually 100 percent self-sufficient? Could the EC
conduct almost all its trade without the United States?

Such questions are purely an academic exercise without
an indication that exclusionary tendencies are developing in
Europe. Early rhetoric from Gorbachev charted a rather neutral
economic course:

We see direct links between companies and enterprise and
specialization as the chief reserve and leverage for deepening our
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integration. It is exactly along these lines that we are restructur-
ing our foreign economic activities and removing barriers prevent-
ing enterprises from finding appropriate partners in fraternal
countries and deciding iow to cocperate with them.... We are also
prepared to consider the possibility of invelving Western
businessmen in the activities of some companies.

While this last statement clearly has been overtaken by the
joint venture initiatives discussed above, what follows is only
just beginning to develop:

We hope to accelerate the process of integration in the
forthcoming few years. To this end, the Council for Mutual
Economic Cooperation (CEMA) should...coordinate economic
policies, elaborate long-term programs for cooperation in some
crucial fields and promote major joint research and engineering
programs and projects. In doing so it is possible and expedient to
cooperate with non-socialist countries and their organizations,
the EEC above all.%®

Since Gorbachev provided this guidance, each member
country of the former "outer empire" has left the sphere of direct
Soviet control and many have begun a process which could
lead to complete integration with the EC. This process,
however, is not without difficulty. For instance, several months
ago, Czechoslovakia insisted that either the rules of CEMA be
rewritten or she would withdraw from the organization. While
such a demand may have represented a popular will to sever
ties with the old Communist world, it did not reflect the reality
of Czechoslovakia's economic dependence on CEMA.
Perhaps because of this interdependence, the CEMA
members have agreed to reorganize the means by which they
operate rather than withdraw from the organization altogether.
Stepan Sitaryan, chairman of the State Foreign Eccnomic
Commission of the USSR Council of Ministers, perhaps best
explained the rationale for this conclusion in February of this
year when he said "...the need to preserve CEMA stems above
all from the economic situation. CEMA accounts for the lion’s
share of trade for each of its members. Economic ties among
them, however imperfect, are so close that their sharp rupture
would cause upheavals."
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This does not mean that CEMA ties could not or will not be
broken. What it does mean, however. is that for the time being,
itis probably more advantageous for all members—at least in
Europe—to continue to do business with one another on a
more market-oriented hasis. The desire for Czechoslovakia tc
receive a "fairer” price for the goods she provides to the Soviet
Union through CEMA arrangements, however, is a
double-edged sword. The Soviets believe that "...using world
prices to settle accounts with Czechoslovakia, for instance,
would enable the Soviet side to spend ten billion rubles less on
the import of equipment and to receive much larger sums for
oil and gas."®? If CEMA were to adopt the dollar (instead of the
convertible ruble) as the currency of exchange within
CEMA—as has been approved—then Moscow's
hard-currency position might significantly improve along with
her ability to pay for the Western imports that have been
keeping the wolf from the door while perestroika takes hold.

Obviously, the economic burden of restructuring the "outer
empire” is no longer squarely on the shoulders of the Soviet
Union, since the bailout responsibility seems to have
shifted—on moral grounds—to the West. Having thus "let go"
of the "outer empire," it seems apparent that Moscow still sees
significant value in maintaining its economic ties with CEMA
as a means by which to bridge the gap between the Europes
until a common European home can be achieved, while at the
same time it receives indirect EC benefits—through new
CEMA arrangements—from the more rapid integration of the
"outer empire" into the EC.

Nikolai Ryzhkov, chairman of the USSR Council of
Ministers, speaking to the 45th session of CEMA in January of
this year, concluded that:

In keeping with the new tasks we will have to reorganize CEMA
itself, clarify its functions, its charter, develop the structure of the
council and its institutions that will really promote the processes of
integration and the development of mutually advantageous trade
and scientific-technical exchanges. ...CEMA must become more
economic, not only in its description, but also in the content of its
work. s most important function is to improve constantly the
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mechanism of cooperation. Here, t00, it is necessary t0 make
greater use of the of positive world experience for the quickest
possible assimilation of methods of work in world markets and to
elaborate mechanisms for interaction by our organizations with
other international organizations. ... At present, as you know, certain
progress has been made in developing bilateral relationships
between individual CEMA countries and the EEC. Evidently, we
oughtto seek new, effective ways of cooperating in various spheres
with our organizations as well. It is expedient to arrange contacts
with such an authoritative organization as the European Free Trade
Association (EFTA) and, also, to display initiative in establishing
trilateral ties among all the European communities: CEMA, the
EEC, and the EFTA %3

Following its own advice—although the last European
CEMA member to do so—the Soviet Union reached a bilateral
accord with the EC in December 1989. The treaty opens the
way for the "industrialization [sic] of Soviet exports to Western
Europe" by creating "equal opportunities for Soviet and
competitors’ commaodities in EC countries.”®* The European
Community agreed to ensure before 1995 a stage-by-stage
lifting of 1500 quantitative restrictions on imports from the
Soviet Union—including paper, rubber, tractors, ships, and
plastics—and to cance! £00 and suspend 100 of them during
the first year after the agreement enters into force.%®

Soviet Foreign Minister Eduard Shevardradze, at the
signing ceremony on December 18, described the treaty as:

...[NJot an ordinary document. ...lts nature reflects the vigorous
dynamics of the renewal process in Europe. Its content raises the
practical construction of the economic foundations of a common
European home one step higher.... Qur cooperation with the
European Community is a future-oriented channel of adapting to
one another and overcoming the disunity of the continent, of
course, with the participation of our partners in the {CEMA], which
can only be welcomed.... We regard the scale and depth of the
integration cooperation in the European Community and the radical
restructuring of the Soviet economy, with its active involvement in
world economic ties, as a real basis for interaction between the EC
members and the Soviet Union, for bringing their econcmies closer
together and making them supplement one another.%6

Shevardnadze goes on to point out that:
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The agreement between the Soviet Union and the [EC] is imbued
with a considerable political and, | would say, conceptual charge
of a major European plan for the future. It gives food for collective
thinking and practical approaches to the gradual formation of an
integral economic complex on the continent.... We are convinced
that the integration potentials that have shaped up and are
developing in the West and the East should be fully tapped.
These processes may become a factor not dividing but uniting our
continent.... Our relations should be transformed from
confrontation...into interaction, partnership, and mutual
penetration.... It is important that the new forms of our ties accord
with the logic of the formation of common European economic
space.... Now we'll have to jointly work on the political. ecoromic,
cuitural and moral coordinates of a new Europe, to create an atlas
of the European Community of the 21st century.57

While Shevardnadze’s remarks alone do not prove the
exclusive character of a future European economic union,
comments made by French President Francois Mitterrand in
his proposal for a European confederation leave little doubt. In
his New Year's message to the French people, Mitterrand
pointed out that the creation of a European confederation
"would take place in two stages. The first involves
consolidating the structures of the 12-country EEC, and the
second an alliance of all European states."®®

Commenting on Mitterrand’s proposal, /zvestiya
correspondent Yu. Kovalenko stated:

Mitterrand’s proposal also is regarded here as a response to the
U.S. doctrine of "new Atlanticism” set out recently in West Berlin
by U.S. Secretary of State J. Baker. This doctrine envisages a
more active role for NATO in West European affairs, particularly in
the military-political and economic spheres, along with the
conclusion of U.S.-EEC agreements. However, France does not
want an increase in Washington's influence in the EEC, whereby
the United States would be the "13th member." That, it is believed
on the‘a3 éoanks of the Seine, could radically change the nature of the
EEC.

Kovalenko goes on to say that Mitterrand’s proposal is

supported by Jacques Delors, chairman of the EEC
Commission, and that "...it is believed in France that this
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proposal develops General de Gualle's idea of Europe from
the Atlantic to the Urals."’® Kovalenko quotes Liberation in
noting that Mitterrand's idea is "...close to the Soviet concept
of a ‘common European home.™”"

Obviously, France is not the only member of the EEC with
a view on the degree of U.S. involvement in the EEC, and
President Mitterrand does not necessarily represent the
ultimate French view on the issue. | am not suggesting that
the United States desires to become the 13th member of the
EC; however, the fact that the potential exists for an
exclusionary policy within the EC to develop—whether as a
part of some end game of perestroika or simply as a result of
historical evolution—is reason enough for concern. The world
is no longer large enough for any single nation realistically to
"go it alone." The issue for the United States is: first, is this a
bona fide issue about which we ought to be concerned; and
secondly, if we conclude that we should be concerned, what
sort of policies will allow us to participate in the changes in
Eastern Europe and still protect our interests into the 21st
century should the thesis of this report prove to be true.

Perestroika’s Challenge to America.

While readers may find the suggestion of a grand plan for
perestroika difficult to accept, there appears to be enough
consistency in Gorbachev’s actions to warrant further
consideration of the possibility. For the policy makers,
however, this is more than just an academic exercise. The
United States is also at a crossroad in history. We must
determine our vision for the future and what policies and
alliances will be best suited to bring that vision into sharper
focus in a world filled with uncertainty.

The practical approach to dealing with the implications of
this study focuses not on the emotions attached to the cold war.
or some preconceived notion that Sovietism equals
commumism, but rather focuses on the individual elements of
perestroika as we see them unfolding operationally. The key
question is, can we live with, or are we threatened by, the
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direction in which the Soviet Union would be taken politically,
militarily, morally, and economically by the plan Gorbachev has
outlined?

Some of the answers are simple. |If the situation in
Lithuania—and potentially in other Soviet republics—can be
resolved to the satisfaction of all parties without violence, then
the Soviet Union will be well on its way to becoming a nation
of laws and, consequently, there is nothing taking place in the
domestic political and moral realms with which we would
disagree. Democracy—whether Marxist or Jeffersonian—still
elevates man to his proper position in any society and is
something that we can and should continue to support. True
democracy, when coupled with the primacy of law, is bound to
produce an environment in the Soviet Union, which while not
perfect, is closer to what we consider proper than what we have
seen in the East since 1917.

Should violence erupt as a method by which to deny
self-determination, then the United States will have to rethink
its position with regard to the supposed irreversibility of
changes in Eastern Europe. Sanctions imposed against the
Soviet Union for violent actions taken to thwart self-
determination may result in the United States further isolating
itself from Europe should the Europeans not join in sanctioning
the USSR. In the interest of preserving their gains in—and
continued access to—the "outer empire,” West Europeans
may find it politic to consider what takes place between
Moscow and the Soviet Republics to be purely a domestic
matter. Unilateral U.S. actions, therefore, would be ill advised
and potentially ineffective.

In other areas, Gorbachev’s attempt to restore the moral
fabric of Soviet society is also laudable and should be
supported. If anything has been proven from the 72-year
Soviet experiment, it is the fact that man is not innately good
and altruistic. Without a clear belief in something larger than
self—Marxism could not replace God and the "new Soviet
man" proved only to be out for himself—no society can begin
to get beyond basic hedonism, much less strive to cure the

43




social ills that infect our world today. Gorbachev’s attempt to
use religion as a means by which to re-instill values in Soviet
citizens can only work to the ultimate good, but morality is not
Gorbachev’s fundamental concern. Part of his revolution is to
create incentives and a work ethic. The Soviet labor force has,
by and large, dropped out. Anirony of history is that the Soviets
have reversed the Marxist promise of abundance
accompanied by a withering away of the state. The state and
its privileged apparat have prospered as the people have
withered away in cynical disillusionment with a system that has
failed to meet even their basic needs. The additional irony is
that the very religion that Marx and all the Soviet leaders have
tried to eradicate may be the essential ingredient in
Gorbachev’s recipe for moral perestroika.

In the area of arms control, reductions in military spending
and reductions in the size of potentially opposing forces—both
conventional and nuclear—serve only to lower the potential for
worldwide disaster as a result of political miscalculation. The
trick, however, is to achieve those reductions in such a fashi>n
that real security is maintained and on more than just a bilateral
level. In this regard, defensive doctrine must be more than just
rhetoric. A 50 percent reduction in the size of the Soviet Army
alone could still leave over 100 divisions at varying levels of
operational preparedness from cadre to fully operational.
Strategic arms reductions, even on a bilateral level, are a step
in the right direction. However, the lower both superpowers go
in the numbers of strategic systems without a corresponding,
multilateral reduction among the other members of the nuclear
"club," the more unstable the situation could become as other
nuciear powers see the comparative political value of their now,
nearly-equal nuclear arsenals and non-nuclear powers see the
value in acquiring them. With the addition of some sort of
defensive shield—for all nuclear powers—against attacks with
lower total numbers of nuclear delivery vehicles (deliberate or
otherwise) we wiil probably have gone as far as we can toward
putting the nuclear genie back in the bottle.

On the conventional side, provision of arms to Third World
clients—as a by-product of arms reduction—while assisting the
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superpowers in keeping open tank production lines or
ameliorating the effects of years of deficit spending, may serve
only to transfer the instability to other regions of the world
where our vital interests may become threatened in the future.
Arms reductions in Europe must lead to broader discussions
of arms control and reductions in those areas of the worlc
where governments still demonstrate a willingness to use force
as a means by which to resolve disputes.

None of these options comes without a price tag. ronically,
just as the opportunities to assist freedom are cropping up all
over the globe, whether serendipitously or not, the United
States finds itself in a position of relative economic impotence.
At the end of World War il, the United States accounted for
over 40 percent of the world's GNP and the Marshall Plan was
the answer to Europe’s ills. In 1990, the United States is no
longer in a position where it can afford to answer all the calls
of worthy nations. We are forced to identify priorities in terms
of global interests that may cause us to lose influence in areas
of the world where we can not afford to do so.

Whether or not one believes that the position in which we
find ourselves is the resulit of perestroika and the Soviet political
decisions to release the "outer empire" and withdraw from open
confrontation with the West, the challenges remain the same:
can we live with the economic implication of perestroika; how
can we assist these emerging democracies; and, how can we
maintain our political and economic access to countries in
areas where regional economic integration seems to be on the
rise?

Of primary concern is the distribution of available tax
dollars in an environment of no new taxes and a national
sentiment that does not necessarily support foreign-aid
spending. The current Administration has already suggested
a multilateral approach using existing, multinational financial
institutions such as the International Monetary Fund (IMF) and
the World Bank. There are two distinct advantages to using
these institutions: first, it allows contributing nations to
“leverage” their investment. Unlike direct investment—where
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a dollar of investment nearly equals a dollar of support—for
every dollar that is contributed through the IMF, more than a
dollar's worth of support is provided, thus maximizing the
available dollars for foreign investment by a government.
Secondly, if all those countries interested in the rebuilding of
Eastern Europe and the Soviet Union participated in this
multinational approach, some degree of discipline could be
exacted over the process itself. For instance, right now it is the
Soviet Union which controls the number and type of joint
ventures in which she chooses to participate. As long as there
is some country or company willing to participate in the joint
venture, it can develop. Without some sort of multinational
agreement or opinion on the permissibility of Soviet or East
European intrusion into a particular market, there is no hedge
against near-term attempts to enter, and possibly dominate,
specific markets in which long-term Soviet participation may
not be desirable. This particular approach could be challenged
as some new form of "colonialism"; however, | maintain that it
is just good business sense to understand the long-term
strategy of the competition and then work to ensure that one’s
market share is not threatened.

Additionally, without some sort of unified approach to
dealing with Eastern Europe, each investor nation will operate
out of its own vested self-interest, perhaps returning to
strategies that encourage spheres of influence rather than
global integration. Unfortunately, the limited amount of
investment capital available is forcing a regional, rather than a
global outlook for most creditor nations. This is not necessarily
bad unless one considers the potential loss of influence—and
possible loss of market access—that could result from a
meager or token investment presence by a superpower such
as the United States. Itis clear thatincreased investment from
West to East means potentially less available to invest North
to South. If we have concluded that tranquil southern borders
are a vital national interest and that economic deprivation leads
to social unrest and instability, then can we afford not to invest
our limited dollars in a North-South strategy in order to prevent
having to use military force at some time in the future to quell
the unrest generated as a result of economic deprivation?
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Similarly, can we afford the loss of influence in Europe and
the Middle East that would result from an exclusively or
predominately North-South, foreign-aid strategy? The answer
is clearly no. We cannot ignore—or be ignored by—the
European Community whose 12-member collective GNP is
second only to our own and closing rapidly. With the addition
of the Eastern European nations, and possibly the Soviet Union
at some time in the future, to a common European economic
union, the collective economic potential represented by such
a group significantly surpasses our most liberal growth
estimates for ourselves.

The United States is in a difficult position; our productivity
is not growing as fast as our major competitor nations' and our
overall competitiveness appears to be slipping. We have
allowed short-term, go-for-the-cash, types of decisions to
become characteristic of our corporate business strategies.
and thus have found ourselves resorting to such tactics as
Japan bashing as a means by which to correct for our short
sightedness and 'ack of competitiveness in certain markets.
Granted, the Japanese and others do employ non-tariff means
by which to ensure their own economic edge, but the answer
to that sort of strategy s government-to-government
diplomacy, not racism and neo-isolationism.

Is perestroika a grand plan to bring about—for the first
time—a truly Communist state, or is it just a smart, long-ierm
strategy that looks beyond the tactics of the day-to-day struggie
of nations? Whatever it really represents in theory, in practice
perestroika may not be successful. Circumstances beyond
Gorbachev's control—and the "science" of Marxism—may
cause the U.S.S.R. to revert to a state more characteristic of
the Soviet Union we have known for many years, or to evolve
into some new configuration the foundation of which may be
based upon political compromise or even a new ideology.

Because its energy will be internally focused, the Soviet
Union is not likely to represent either a military or an economic
threat to the United States for the near term (5-7 years);
however, this does not mean that peace and stability will
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naturally and logically replace the cold war we have known for
the last 45 years. For at least the next decade our greatest
challeges will most likely come from the regional instability
created by the Soviet Union’s withdrawal from an openly
confrontational foreign policy ard from the gro-irg trend
toward regional economic integration. Unless we proceed very
carefully, we could find ourselves excluded from the new
Europe and isolated from the dominant economic power in
Asia—Japan. Were that to be the case, we could conceivably
find ourselves in the very sort of ecoromic predicament that
Marx forecast nearly a century-and-a-half ago; a predicament
of economic isolation. With this in mind, our policies should
take into account the actual changes in the Soviet
Union—keeping in mind the stated objectives of perestroika
and the ideology that Gorbachev has never renounced—but
be based on the more proximate threais to our interests, as
well as the opportunities, represented by democratic reforms
and efforts toward regional, economic integration in Europe.
Latin America, and As.a.
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