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ACTION 

THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR THE PRESIDENT 

FROM: JOHN M. POINDEXTER 

2468 C. f. 
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SUBJECT: Topics on Which You Might Lead Discussion 
at the Tokyo Summit 

Issue 

Would you be interested in leading discussions at the Tokyo 
Economic Summit on the two topics discussed below? 

Facts 

At this year's Economic Summit in Tokyo, the first full day 
of meetings begin with a session which has been scheduled as 
"unstructured time," in which the Summit Heads of State may 
discuss matters of interest to them, without a formal 
agenda. Early indications are that the Japanese may want to 
discuss education; the British seem to want to focus upon 
the aging population. Attached for your review are 
descriptions of two topics on which you may wish to lead 
discussions during that "unstructured time" session (Tabs A 
and B). 

The topics are: 

1. "Living with a Sick Bear" -- The Free World's economic 
relations with the Soviet Bloc, the economy of which 
has proven to be systemically unable to keep pace with 
the West. 

2. Agriculture -- The shared burden among the Summit 
nations of outmoded and expensive agricultural programs 
that undermine efficiency and limit open worldwide 

At~.,{ _tJ;::f .f'P/ trading opportunities. 

Discussion 

At your meeting with your Personal Representative for the 
Economic Summit, Allen Wallis, and other Summit advisors in 
January, you approved the concept of introducing some 
unstructured time into the Summit agenda in order to 
discourage the increasing formality of recent Economic 
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first session of the Summit on Monday, May 5, will not have 
a formal agenda, but will be instead an opportunity for the 
Summit Heads of State to discuss issues that are of 
importance to them. 

The topics described above were two that were identified as 
being of great economic importance and which are related to 
the overall Japanese theme for the Summit: Looking Towards 
the Twenty-First Century. 

If you approve of these topics as issues on which you may 
wish to lead discussion, we propose that a briefing session 
be organized in which you will meet with outside experts 
(similar to the meeting held with experts before the Geneva 
Summit). 

Potential disadvantages to your raising these issues in the 
Economic Summit are: 

1. With respect to the "Sick Bear" topic, that some of 
our Summit partners may respond that you may be suggesting 
another round of economic restrictions on the Soviet Union. 
You would have to make clear that you merely want to discuss 
a long-range strategy for handling the economic problems of 
the Soviet Union. 

2. With respect to the agriculture topic, that it may 
evoke negative reaction based on domestic political 
pressures on the Summit partners. You would need to 
emphasize the possibilities for relieving a common problem 
through goodwill and compromise. 

Recommendations: 

OK No 

Attachment 
Tab A 
Tab B 

·COWii'lQ~N'PIAL • 

That you read the attached papers describing 
possible topics on which you might lead 
discussion at the Tokyo Economic Summit. 

That you indicate whether or not you are 
interested in pursuing these topics as 
matters for further preparation and 
briefings. 

"Living with a Sick Bear" 
Agriculture 

Prepared by: 
Stephen I. Danzansky 
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Tokyo Summit 

Possible Discussion on Future of Soviet Economy 

Issue 

How do the Summit partners respond to an expected long-term 
poor performance of the Soviet economy, i.e., How do we Live 
with a Sick Bear? 

Facts 

o . The immediate future for the Soviet economy looks bleak. 
Additions to the labor force will be much smaller than in 
the past decade, capital inputs are growing slowly and 
capital productivity has been falling. The dramatic fall 
in world oil prices will reduce sharply Moscow's hard 
currency earnings. 

o The Soviet Union will face greater problems in competing 
militarily with the West as new technologies (e.g., SDI) 
offer a promise of making obsolete much of the hardware 
the Soviets have painfully built. 

o We can expect the Soviets to approach the West for large 
scale economic benefits and advanced technology in an 
attempt to revitalize their economy. 

Possible Outcome 

o Greater awareness among the Sununit partners that the West 
can pursue a more promising path to achieving an improve
ment in our security. However, it will require a shared 
appreciation with our allies of the long-run economic and 
political situation in the USSR. 

o In addition, if we are patient and treat Soviet economic 
overtures cautiously we can take advantage of the poor 
Soviet economic performance to reduce their successes in 
the Third World, diminish human rights abuses, and extend 
cracks within eastern Europe. 

Advantages 

o Should increase allied ·understanding that time is on our 
side and that we must be patient. We need not make 
disadvantageous decisions in such areas as arms control. 
We should only enter into significant areas of economic 
cooperation with the Soviets if we can obtain concessions 
in areas of importance to the West. 

Disadvantages 

o Some Summit partners may suggest that we are seeking to 
engage the Soviets in economic warfare and complain about 

CONF-ll)i:Nl'IA.. 
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our controls on exports of technology and equipment to the 
Soviet Union. (This notion can be effectively countered). 

Potential Outside Briefers 

Briefing will be broken down into two sections (1) future 
performance of the Soviet economy and, (2) our response. 
Possible outside experts include: 

Henry Rowen (Hoover) 
Charles Wolf (Rand) 
Vladimir Bukovski (Stanford) 
G~egory Grossman (Berkeley) 
Vladimir Tremmel (Duke) 
Gertrude Schroeder (University of Va.) 

Note: This issue has recently been the subject of public 
debate. See the attached two articles: "Living with a Sick 
Bear," an op-ed piece by George Will that appeared 1 in the 
Washington Post, March 9, 1986, which comments on an article by 
the same name by Henry Rowen of Stanford's Hoover Institute, 
which appeared in the Winter 1986 issue of the National 
Interest. 

CONFID:SN4'IM.. 
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George F. Will 1lt0./i?t 

~Living With a Sick Bear' 
MOSCOW-The acrid aroma 

hanging over the Communist Party 
congress was the old incense of the 
communist church: burnt reputation. 
Gorbachev trashed the reputation of 
Brezhnev, as Brelhnev had done to 
Khrushchev, who did unto Stalin ... 
world without end, amen. 

In the aftermath of the dreary con• 
gress, the trajectory of Gorbachev's 
reputation in the world will be com• 
pressed. The steepnesa of its decline 
will mirror its sharp but short rise 
during his first year. Now the United 
States must design a policy for the 
opportunities and dangers to be posed 
by the accelerating decline of the 
Soviet Union in the Gorbachev era. 

Gorbllchev's historic role will be to 
kill the illusion that makes him seem, 
temporarily, more interesting than he 
is. The illusion is that the Soviet sys
tem i!I plastic to the will of the leader, 
and that leaders come with diverse 
willr. Actually, the leader is. inevita• 
bly, an expression of the system that 
mold<'d him as he rose through it. 
Problems blamed on the physiogno• 
mi<'~ of rlecrepit leaders .ire now 
going to be se~n as deriving from the 

"The sensible way to respond to Soviet 
decline is by hastening 'it. " 

unchanging ideology that rationalizes 
and makes primitive the self-replicat• 
ing ruling class. 

Gorbachev has turned a scowling 
face toward the party-the only in
strument for controlling the state
and said simply: Control better. In
deed, at the conclu1ion of his five
hour speech to the congress he 
praised "heightening the vanguard 
role" of the party. 

Gorbachev wants to achieve eco
nomic rationality without an economic 
market, and with a command econ• 
omy. That is impossible. He de
nounced indu~trie!I that manufactured 
Roods "for warehouses," meaning 
without regard for consumer demand. 
But consumer demand is irrelevant in 
a state run by a party with the "van
g1mrd role" of pulling the benighted 
people lo their "real" interest, which 
is the convenience of the state. Admit 

the principle of consumer sovereignty 
and the seamlesa web of Soviet tyr
anny would unravel. 

Here, then, ie the paralyzing para
dox of Soviet aociety. It Is supposed 
to be a collectivist society ruled by 
"science" rath" than Individualist in• 
teresta. Yet the interests of the indi• 
viduala In the ruling clau require the 
pretense of a "science" of progress 
that is the basis of that class's claim 
to privileges. 

It has been said that the problems 
confronting the Industrialized democ
racies are solvable by tolicy changes, 
whereae Soviet problems require sys• 
temic changes. Nothing announced or 
even foreshadowed at the congress 
suggests such change. So the Soviet 
crisi1 of con11ealment will continue, 
11nd the Soviet Union will become 
decrea!lin11ly suited to the modt>rn 
world. 



.... 
Pat Moynihan says the delicate 

U.S. taak la "managing the decline" 
of the Soviet Union. "For as they 
come to sense they are doomed, they 
must become ever more dangerous." 
Henry Rowan of the Hoover Institu• 
tion, writing about "living with a sick 
bear," aaya the interest of the West is 
in "letting the Soviet system decay." 

One reason Moynihan streuea 
Soviet decline la to correct conserva
tives "whoee disl)Ollition is to angst: 
the decline of the Weat, the rise of 
the SS-18." Rowan, a conservative, 
11treaaea Soviet decline to counter the 

· liberal a,enda. He arguea that Soviet 
"economic alcknesa, •• oppoaed to 
negoda~ on arma, la a much more 
promlaing · path to achieving an im
provement In our security." 

The Soviet Union has paued the 
apogee o( Its doomed attempt to keep 
pace with the West. As the world be
comes more complicated and rapidly 
evolving, it requires of societies fluid· 
ity, adaptability and other prodigies of 
freedom. The Soviet Union will see 
the gap between it and the democra
d,•s widen-if the demonades keep 
their nerve and keep the pressure on. 

One 'Soviet ,tntegy will be the 
combination of parasitism and cyni• 
ciam known aa detente: more aubsi· 
dized trade with the West, more pur
chases of technology, more espio
nage, more anesthetizing of Western 
publics. The West may think, yet 
again, that detente, which the Soviet 
regime desires as an alternative to 
systemic change, will stimulate such 
change. Or, the Weat may offer 
detente to assuage Soviet desperation 
that could result in a lunge for su
premacy through aggrNSion. 

The sensible way to respond to 
Soviet decline i, by hastening it. 
Policy ahould be: no detente, and 
more of the Reagan Doctrine of ln
creaa.lng the coet of the Soviet empire 
by supporting insurrections at the 
margins of the empire (Afghanistan, 
Nicaragua, Angola). 

The Soviet Union is no longer (in 
Churchill's words) a riddle wrapped in 
a mystery Inside an enigma. It i• con
spicuously an invalid trapped in a bu
reaucracy drunk on a 19th-century 
fallacy, Marxism. It is a system being 
driven toward suffocation and anemia, 
its dellf!rved destinations. 
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The goal is to move all partners toward more 
efficient, market-oriented agricultural policies. 

Could be the first step toward a more statesmanlike 
approach to agricultural policy that would pay 
large dividends. Eventually, broad international 
cooperation could be used as a lever against 
parochial political forces within the respective 
countries. Would improve the odds for a successful 
new round in the GATT. 

Disadvantages 

Political resistance to change is powerful, 
despite the small number of farm voters in each 
country. Summit partners, especially France, are 
touchy on this issue because of past disagreements. 
Also, some partners will push for market sharing, 
which is worse than no action. 

Potential Outside Briefers 

Earl Butz 
Orville Freeman 
Professor D. Gale Johnson 
Whitney McMillan 
Professor Theodore Shultz 
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ACTION 

NATIONAL SECURITY COUNOL 
WASHNGTON. O.C. 20506 

March 27, 1986 

MEMORANDUM FOR W. ROBERT 

FROM: STEPHEN 

SUBJECT: •unstructured Time• 

2468 

Aa a follow-up to our meeting with David Chev, here is the 
package regarding diacu■sion topics for •unstructured timew 
at the Summit. As you suggested, it has oeen prepared as a 
memorandum for the President from. Poindexter. We would 
appreciate your informing the right people on the Regan side 
that thi• package was going forward. 

Because we were interested in getting this material to the 
President for his review over the weekend, this package must 
get high priority. 

RECOMMENDATION: 

That you forward the attached package to the Admiral. 

Approve Disapprove __ _ 

Attachment 



2468 

NA TlONAL SECURtTY COUNaL. 
WASl-iNGtoN. O.C. 20508 

GGlNPIOEN'flAL 

ACTION 

MEMORANDUM FOR JOHN M. 

PROM: STEPHEN 

SUBJECT: r4&co~ic Summit: President•s 'l'okyo 
Diec n Topics for •unstructured Time~ 

The first ses•ion of the ~okyo Bconcaic Sum.it on the 
morning of Nay 5 ha• been •et aside•• •unstructured time• 
in order to encoura9e free form. diacuasion between the Beads 
of State. 

In order to best prepare the President for participation in 
this aeaeion, the Summit White House Working Group concluded 
that it would be valuable to identify one or two topics of 
an economic nature and related to th• Japanese theme of 
Looking To~ards the Twenty-First Century, on which the 
President may wish to lead discussion. 

Two such topics have been identified1 

1. •Living with a Sick Bear• -- The Free World's economic 
relations with the Soviet Bloc, the economy of which 
has proven to be ay•temically unable to keep pace with 
the Weet. 

2. Agricult ure -- The shared burden among the Summit 
nation• of outmoded and expensive agricultural programs 
that undermine efficiency and limit open worldwide 
tra4in9 opportunities. 

These topics are more fully discussed in the short papers 
attached (Tabs A and B). 

If the President indicates hi& interest in pursuing these 
topics, the proposed follow-up would ba one-hour briefing 
sessions on each topic in which the President would meet 
with outside experts in the relevant field• to obt~in an 
overview of the current debate on these aubjects. These 
meetings would be similar in format to the experts meeting 
with the Preaiden~ prior to the Geneva Summit. Proposed 
participant■ in the meeting are listed in the attached 
papers (Tab• A and B) • 

.e 
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Tbe advantagea of pursuing these two identified topics are 
that they are both timely, of exceptional economic 
importance and are important challenge• to the Summit 
nation■ as we approach the twenty-first century. 

Potential disadvantage• to the President raising these 
issues in the Economic Swmnit are: 

1. Witb respect to the •sick Bear• topic, that some of 
our SWllli.t partners may respond that the President may be 
suggeating another round of economic re■trictiona on the 
soviet Onion. The Pre■i4ent would have to make clear that 
he merely wants to di■cu•• a lon9-range atrategy for 
handling tba economic problems of the soviet Onion. 

2. With respect to the agriculture topic, that it may 
evoke negative reaction baaed on domaatia political 
preasurea on the Sum.it partner•. The Preaident voul4 need 
1:0 9111Pbaai•• the poaeibilitie• for relieving a c0111D0n 
problem through goodwill and compromise. 

RECOMMENDATION: 

That you •ign the attached memorandWll to the President 
('l'a.b I). 

Approve___ Disapprove __ _ 

Attachment 
Ta.b I Memo to President 

Tab A •Living with a Sick Bea.r" 
Tab B Agriculture 

CONJ' ;tl)_ENf I It.I: 
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• 

TH t WHITE HOUSE 

WASHINGTON 

2468 

NBMORAIII>DK l'Olt THE PRESIDEN'l 

FROM: 

SUBJECT: 

Iasue 

JOHN M. POINDEXTER 

Topics on Which You Might Lead Discussion 
at the Tokyo Sununit 

would you be interested in leading diacuasions at the Tokyo 
EconOJUc Summit on the two topics discussed below? 

Facts 

At thi• year•• Economic Summit in Tokyo, the first full day 
of meeting■ begin with a session which has been scheduled as 
•unstructured time,• in which the Summit Heads of State may 
discuss matters of interest to them, without a formal 
agenda. Early indications are that the Japanese may want to 
discus& education, the British seem to want to focus upon 
the aging population. Attached for your review are 
description8 of two topic& on which you may wish to lead 
discussiona during that "unstructured time• session {Tabs A 
and B). 

The topics are: 

1. •Living with a Sick Bear• -- The Free World's economic 
relation• with the soviet Bloc, t.he economy of which 
baa proven to be systemically unable to keep pace with 
the Weat. 

2. Agriculture -- The shared burden among the Summit 
nations of outmoded and expensive agricultural programs 
that undermine efficiency and limit open worldwide 
tr~ding opportunities • . _ 

Discussion 

At your meeting with your Person~l Representative for the 
Economic Summit, Allen Wallis, and other Summit advisor& in 
~anuary, you appro~ed the concept of introducing som~ 
unstructured ti• into the Summit agenda in order to 
discourage the increasing formality of recent Economic 
Summits. As a result, the Japanese have agreed that the 

CO\iF™Pil'J IJtL 
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first session of the S\l.11£it on Monday, May 5, will not have 
a formal agenda, but will be instead an opportunity for the 
Summit Heads of State to discuss issue• that are of 
i.Jllportance to them. 

The topic• described above were two that were identified as 
being of qreat economic importance and which are related to 
the overall Japanese ~heme for the Summit: Looking Towards 
the TWenty-First Century, 

If you approve of the•• topics as i■■ues on which you may 
wish to lead discussion, we propose that a briefing aeasion 
be organized in which you will meet with outside experts 
(similar to the meeting held with experts before the Geneva 
Summit). 

Potential disadvantage• to your rai■in9 these issues in the 
Beoncmic Swait are; 

1. With respect to the •sick Bear• topic, that aome of 
our Swzait partners may respond that you may be aug9esting 
another round of economic restriction• on the Soviet Union. 
You would have to make clear that you merely want to discuss 
a long-range strategy for handling th• economic problems of 
the Soviet Union. 

2. With respect to the agriculture topic, that it sna.y 
evoke negative reaction based on domestic political 
pressures on t.he Summit partners. You would need to 
emphasize the possibilities for relieving a common problem 
through goodwill and compromise. 

Recommendations: 

Ho -

Attachment 
Tab A 
Tab B 

That you read the attached papers describing 
possible topics on which you might lead 
discussion at the Tokyo Economic Summit. 

That you indicate whether or not you are 
interested in pursuing these topic■ as 
matters for further prepa~ation and 
briefings. 

•Living with a Sick Bear• 
Agriculture 

Prepared by: 
Stephen I. Danzansky 
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Tokyo Summit 

Po&&ible Discussion on Future of Soviet Economy 

Issue 

How do the SUJllmi.t partners respond to an expected lonq-term 
poor performance of the Soviet economy, i.e., How do we Live 
with a Sick Bear? 

Facts 

o The immediate future for the Soviet economy looks bleak. 
Addition■ to the labor force will be much smaller than in 
the pa■t decade, capital inputs are growing slowly and 
capital productivity has been falling. The dramatic fall 
in world oil prices will reduce sharply Moscow's hard 
currency earnings. 

o The soviet Union will face greater problems in competing 
militarily with the west as new technologies (e.g., SDI) 
offer a promise of making obsolete much of the hardware 
th• soviets have painfully built. 

o We can expect the soviets to approach the West for large 
acal• economic benefits and advanced technology in an 
attempt to revitalize their economy. 

Possible 01.1tcome 

o Greater awareness among the Summit partners that the West 
can pursue a more promising path to achieving an improve
ment in our security. However, it will require a shared 
~ppreciation with our allies of the long-run economic and 
political situation in the USSR. 

o In addition, if we are patient and treat Soviet economic 
overtures cautiously we can take advantage cf the poor 
Soviet economic performance to reduce their successes in 
the Third World, diminish hwuan rights abuses, and extend 
cracks within eaatern Burope. 

Advanta9es 

o Should increase allied -understanding that time is on our 
side and that we must be patient. We need not make 
disadvantageous decisions in such areas as arms control. 
Ne ahould only enter into significant areas of economic 
cooperation with the Soviets if we can obtain concessions 
in area& o: importance to the we■t. 

Disadvantages 

o Some Summit partners inay suggest that we are seeking to 
engage the Soviets in economic warfare and complain about 
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our controls on export& of technology and equipment to the 
Soviet Union. (This notion can be effectively countered). 

Potential Outside Briefare 

Briefing will be broken down into two sections (1) future 
performance of the Soviet economy and, (2) our response. 
Possible outside experts include: 

Henry Rowan (Hoover) 
Charles Wolf (Rand) 
Vladimir Bukovaki (Stanford) 
Greqory Groaaman (Berkeley) 
Vladimir Tremmel (Duke) 
Gertrude Schroeder (University of Va.; 

Rote: Thia i■■ue has recently been the subject of public 
debate. Sae the attached tvo articles: •Living with a Sick 
aear,• an op-ed piece by George Will that appeared· in the 
Washington Post, March 9, 1986, which coDJDlents on an article by 
the same name by Henry Rowen of Stanford'e Hoover Institute, 
which appeared in the Winter 1986 issue of the National 
Interest. 
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'Living With a Sick Bear' 
MOSCOW-The acrid aroma 

hanging over the Communist Party 
congress was the old incense of the 
communist church: burnt reputation. 
Gorbachev trashed the reputation of 
Brezhnev, as Brezhnev had done to 
Khrushchev, who did unto Stalin . . . 
world without end, amen. 

In the aftermath of the dreary con• 
gress, the trajectory of Gorbachev's 
reputation in the world will be com
pressed. The steepnesa of its decline 
will mirror its sharp but short rise 
during his first year. Now the United 
States must design a policy for the 
opportunities and dangers to be posed 
by the accelerating decline of the 
Soviet Union in the Gorbachev era. 

Gorbachev's historic role will be to 
kill the illusion that makes him seem, 
temporarily, more interesting than he 
is. The illusion is that the Soviet sys
tem i!I plastic to the will of the leader, 
and that leaders come with diverse 
willr. Actually, the leader is. inevita
bly, ;in expression of the system that 
mold<'d him as he rose through it. 
Problems blamed on the physiogno
mi<'s of rlecrepit leaders are now 
going to be se~n as deriving frr>m the 

''The sensible way to respond to Soviet 
decline is by hastening 'it. " 

unchanging ideology that rationalizes 
and makes primitive the self-replicat
ing ruling class. 

Gorbachev has turned a scowling 
face toward the party-the only in• 
strument {or controlling the state
and said simply: Control better. In
deed, at the conclu1ion of his five
hour speech to the congress he 
praised "heightening the vanguard 
role" of the party. 

Gorbachev wants to achieve eco
nomic rationality without an economic 
market, and with a command econ
omy. That is impossible. He de
nounced indu!ltrie!l that manufactured 
goods "for warehouses," meaninR 
without regard for consumer demand. 
But consumer demand is irrelevant in 
a state run by a party with the "v11n
guard role" of pulling the benighted 
people to their "real" intereRt, whirh 
is the convenience of the state. Admit 

the principle of consumer sovereignty 
and the seamleu web of Soviet tyr
anny would unravel. 

Here, then, is the paralyzing para
dox of Soviet aociety, It Is suppoeed 
to be a collectivist society ruled by 
"science" rath,r than Individualist In
terests. Yet the interests of the indi
vidual• In the ruling claaa require the 
pretense of a "science" of progress 
that is the basla of that class's claim 
to privileges. 

It has been said that the problems 
conf rooting the lndustriAlized democ
racies are solvable by ~licy changes, 
whereas Soviet problems require sys• 
temic changes. Nothing announced or 
even foreshadowed at the congress 
suggests such change. So the Soviet 
crisia of congealment will continue, 
and the Soviet Union will become 
derre11!lingly suited to the mod<'rn 
world. 
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Pat Moynihan says the delicate 
U.S. tuk la "managing the decline" 
of the Soviet Union. "For aa they 
come to eenae they are doomed, they 
must become ever more dangerous.'' 
Henry Rowan of the Hoover Institu• 
tion, writing about "living with a sick 
bear," aaya the interest of the West is 
in "lettin& the Soviet system decay.'' 

One rea10n Moynihan atre88ea 
Soviet decline is to correct conaerva
tivea "whoee disposition la to angst: 
the decline of the Weet, the riee of 
the SS-18." Rowan, a conservative, 
stressea Soviet *line to counter the 

· liberal 1,enda. He arguea that Soviet 
"economic alckneu, •• oppoeed to 
negotia~ on arma, ia a much more 
promising · path to achlevin1 an Im
provement in our security." 

The Soviet Union has paseed the 
apogee of Its doomed attempt to keep 
pace with the West. As the world be· 
comes more complicated and rapidly 
evolving, it requires of societies fluid
ity, adaptability and other prodigies of 
freedom. The Soviet Union will aee 
the gap between it and the democra
ri,•!'I widen-if the demonades keep 
their nerve and keep the pressure on. 

One ·Soviet atntea will be the 
combination of parasitism and cyni
cism known as detente: more subsi
dized trade with the West, more pur
chases of technology, more eepio
nage, more anesthetising of Western 
publics. The West may think, yet 
again, that detente, which the Soviet 
regime desires as an alternative to 
systemic change, will stimulate such 
change. Or, the West may offer 
detente to asauage Soviet despention 
that could result in a lunge for su
premacy through aqreasion. 

The aenaible way to respond to 
Soviet decline ie by hastenin1 It. 
Policy ahould be: no detente, and 
more of the Reagan Doctrine of in
creaaing the coat of the Soviet empire 
by aupporting insurrections at the 
margins of the empire (Afghanistan, 
Nicaragua, Angola). 

The Soviet Union is no longer (in 
Churchill's words) a riddle wrapped in 
a mystery inside an enigma. It ia con
spicuously an invalid trapped in a bu
reaucracy drunk on a 19th-century 
fallacy, Marxism. Jt is a system being 
driven toward suffocation and anemia, 
its deserved destinations. 
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rood• rhat art available; thert is an additional 
Ion nf 1:omumc-t ,.,elfare on this score. In sum. 
~"t nttd to take Stnou,ly the possibility that the 
SoYiet · Union ha$ been dole to a no-p-.1h 
90Cicty QI the mt dcadll et least pet aipitl 
•rad ia terms a( peopk'a pettcpcions of their 
own wcU-bcins, 

Anochcr way of &HCSling Soviet economic 
pcrl'ocma~ is to obserYe that after closing pan 
of the enormous pp wilh the West chat e~isted 
m ~ p,oductivit)i durinJ dte l9SOs and 
1960t--largely dvoup • hip lcYcl of savings 
and ~-the pp aoppcd dosing in the 
JDid..1970a. Looking ehad, il ii unckar whe1:hlt 
this pp iD productmly ..W ramin roughly 
C0111W1t (It CCD IO thin)' ran fur ID06t non. 
awitlry 111:Un). puw wider, 01' raume die 
proaa o1 dosuR ca me Wat. A ccninued 
widcnins is not out of the quescioa, as the Wat 
IADYI$ ~ t:owarck the production of 
IIIOft ◄1111.,_. tuods and mwicet. oaa wbicb 
,- iacrr ,· t diliaa,_ vi prodDttiaD and 
..... fart~ OIIIDIDMd CCODIXDY 
oldllSo,iltcype. 

TIit immediate future looks blcak-al
tbousb ~ to pn,dict tht iar suption in 
Soviet ~ ia me put doc:adc should 
induce modtsty UDDIII focamlm. Nmlltbe
lw, tdditioess to die labor fcn:e will be muc:b 
..U. man ia the put d~.11.:. capital inputs 
IIC pvwi .. skN,,iy and capiW productivity hu 
been fallins, CDef8Y and act.- nw matcriaJ 
cam uc ,.. • .cl me WI m cbe raa1 worid oil 

price is wonaaing ~·· hatd currmcy 
earning capadty and, thcRCorc, la pcxcntial for 
llllportfflJ WeACm machitwry, The CIA fon. 
CUii I p,wdl me ol l,J 110 Z.S pat:aal annu-ally•• .. «tbe 1910s. This ranee..,. be 
IOO hip IDII am lhuald DOt rule out tbe poss;. 
bili17 ol drdiniDg per capkl omput Oftt the 
aestda:adc. 

7:~ lllilitrJ tfllllJtffiliM wiij • 
U'""11SM"1 

Ocapile iu wstained and IUCCCSSflll uuli• 
my bwkl-up, nr,,o dcvelopmeou at the military 
C10r11pttiauu with the U.S. and «her advenarics 
lhUlt bt warryq Ult So,riet pnen) ·staff; One 
is die utcraR i.P U.S. wcepona procwancnr 

1i111;r 1980 talthou,h II mu!n be talun[' 5{'1mc 
ct>mfot1 latclJ· frvm the prosr,c-ct of a levchn~ 
oft), The other 1s t~ stcaJih· increased 1mpor• 
rm;e of ttchnolof 1CS. npac;:i~lly 1hosc centering 
on information proc:asi,11 and CQINDUnitation 
(computen. stnhh. precision we.p<>ns) in 
which lhc ~·iet Union as ~uk. ~ l: .S. 
Stntep: Ddmsc lnitiuivc is • primary cnr in 
point; it ii rhr ~ncl o( Western military de\·el· 
opmcnt that most bochm the Soviet miiitary
bccaUSt it promlSC$ to make omoktt much of 
whlc the Scwicu have paiMa1y built. and in
ma techadosies mat they ht .. ,mt dili• 
cuky devc:loping. 

The Soriet problan in competing militar
ily wida me W• ii COPipOUDCkd by die 1uJC 
.. ol the Scma ICCUrir)' -- in lhe econ
omy: probebly o,a- 20 pcn:eit ~ GNP. (This 

lh8" indwl. not GIily me eo1t m the militar)·. 
bul aim me e101t ol. suppanir1I Cuba. Vietnam. 
... CICba' pans • its ~ - - bide.Im 
• 1111d a, eob _, C0111 Wil,ed by the 
..nr.r,, lleCl'CII' oe lhe noami!iury ODt.) Despite 
tbis-.in, d.eff isl ~y lhar.t Yn'aD'°"J 
WCICm'& tlpCCialia, mar Mo,c.ow wiC continue 
to incRuc iQ miliwy spendift( dnugbout the 
l9'01•, .. o12 eo J pe.am per,-. nus 
11111 a.ppe.a. but ildae Soriet etGIDn)' doesn't 
pr:,,, anacta. mt Dliliwy ......, can incrca1C 
only It the apemt of c:on&UIPption. invest

ment, or support of tbe ovcnas anpirc. The 
n::p,IC will pn,blbly pn,tc:d lhf lewd of t:on
lUUlptic,G, mis Ima inwesunenc and the mili
mry to abJorb sbortftlls. 

A MO,,..,, ~t u:ilbut • 
s,.;,,;,, ICO#OIII~ ~ 

11aere it~ Clbe'ICUD iG die ruling ditt 
about ecorll0IIUC agnation. iaauseid airrup

- and wana...d popular manic. Vladimir 
Sbllpeoirokh o/ Michipn Salt UniYU'lity 
bala thal • nnr ideology Im beat dffelopinc 
widua tht put)' dalt rcprde ecDD"nic dfi. 
c:ac)' II the buic fx1ar ~ nat ON)' the 
ICandard of living but alto the international 
po&ition o( the courmy. Pecer Reddaw,y. rJ the 
Lffldon School of uonomics, in I R:Cml issue 
of thcNtv Ylri RtTJW ,f &.b arpcs that m.tny 
pcoplt ftnd tht SUNS quo "unaccq,rable," one 

------------~~•Sria., ________ ~--1.< 



characterized by a mounting and inroltl';\ble 
"lack of order" ---com.ipt, indfecti¥-c. increas
ingly burdened with ~ ilh ri rr~ny kinds
He czpcca chanp-in the direction of rcfixm 
ndlcr than reactiM-led by Gor1-chirv aAcr be 
c:aqdiciffls hie poww. • die wliat next 
Felwery at cbt T--,«•mdl Piny Coft. 
..,.._ He leCIS ~ • m,,pe.d by re. 
sricred fonne of c:apiaNm bat DClt DOW ia a 
polmoft ID risk mu:ias ndical cblftps. 
u~ ii biding his._ wd 1x hu 

8ff .,.... he is concalisl' his .-dical in=
uons wdL He •)'I (IO T•r m I tint's edkDn 
md Glben.) lhat ,. •• ii. be ... t:lwwp 
.. ,a .. lFh•lbc•~ci 
~ iii IIIIIIIK &mil« die tl.GfttA)'; 
ht _, 111)'1 chcra is ID be a ~ o/ 
autoQOmy m cntarprisel Mid the ~t 
ol inmldw Ind enterprilc.. Tbt chaDCS of 
iDl:reased labor ditdplin&and lttleboa ~ 
lion were,._.._ iD ~ brill nip 
and are rteclYln1 fresh support vndcr 
Gorbtcbtt. An anprecede:ntt:d campai,r. 
apinst alcabol cmsumpaon is u.dy ~ndet 
_,., TbllC d'anl •1 llll9'e ... dca. but 
DR are pod pounds fclf-•••• ir, 111110 how 
.... they wilt lut pvcn die irraciooa1ities ol thr 
economic system. ~ fot decannlizatioft. in 
otder for it to mab • sipmc:ant di«erwe. the 
power-1Dbin..fin.aad1Ctpaica IIDilal-
econamic A«:i+xz a .W bite • be ..al 
far ~ iD lht sr-- and a lot,., labor 
--would bne to be IOlcncCll In sbo,t, it 
wauld RqlM'C IDOftlDtat INlfm I amfld 
qarm. for iwerw, adl ,-1 CDUld ba 
•a•cq.._ by lcpimiliat die --S «-
am1 and aJ1owins it m apand. SIICh 9'eps in• 
_,_ dindion c:.n haw a dramatic lhd rapid 
cfecf, IS ibc ""11nl' apaicncc vf Clim lbic,ws. 

Tben has ~ cmcwsian « sach ideas in die 
Scwicr praa but there is DD MCXD( ~~ 
suppan for daaa 10 &r. 

ne chlimwl hN rocmdy IMOUnad ta),, 

nasnic pk (cw lhe nm he year plan, and ro 
tht year 1000, which art held ro be me ol the 
-pwndlas fmlUill• ol pt.It pbns but which 
caD fur • neat doublifll ol naoonal i:ncomc by 
2000 (implyins I ,-J ann.J •wcn,t powul 
nee al S pneat) aftd an iQcnese ol labor 

Gorbachev v. Alcohol __ 
Pr.-. mt official ~ ol mt 

Sovicr Uaion's Communist Pany, hu been 
makinc nplar props rcpons on the SUC• 
ceu of Mikhail Gorbachn1

1 campaip 
.,..._ clnanunness aad ab,ldiaa, ~ 
che newspaper said has IDlt wim wbole-
hc:atled approwal ol tbe people. A Soviet 
lcada-'1 propuDI ianriably fl .... W 
bt 111e:caees, 111d ~, ii no esc:ep
a. ,,,,.. Mid •lcohok-datcd ~ aac1 
.. ~. haw dcaemed ia DDmbtt: 
llbOal ...... p,et1111e ha mnn1 _, 
lascutdowalbe l'lllt«•••• 111,aad I 
........... ~-c... .• about -------"" ...... c:afflfllilns urp IIIU\'tr1al ~ fll lll)'One who deYi.ta from 
•ClOINDuma moraliry ... That appamtdy ~ 
dud• .. .t.o mpp ii) "'dishonaly. 
burauc:ndla.. lffllPDCC. and __,,_ 
INbbialr.• W" IO mcoeitor ... DIJ" nip • 
die bofta. H. increases ill &quar ta'l liave 
led IO~ of the ID000ihiae ind\llU)', 
Soviet authoritic& have Nized I larp number 
of illep1 stills. Tbcy SI)' mat~ 
pie's Im.ft dmt now-... bea,m.-~ 
rw. • Pmclucaae o1 to1t driua. 7cc aam, 
and cont~ has been IICpped up. £._, • 
idendy Ogden Nuh's ~ -..wds have 
not yet reached me Krunlin: "Candy is 
dandy. but liqUCII' it qudcr .• 

..,__fr-llmpt 
Abiwlf, IJIJJ 

prodUC1Mty ol t JO a, uo pa'CISlt (implyine 
aronnd 6 pwcw ...i imprvtemaiir>. This is 
to be IChieftcl ~ .... '° bi-.,, and 
JMqUippins and raorpnmag emiaJ p&anu 
and not c:spensivc ~~-A Smitt Union 
that .uow.d lbe mma mudi more l00pC could 
very laiclJ IChicft IUCh pk, bat DOt tht 
present synem. Either Garblchev Ss I closet 
quui-capitala, as a.ddany .. ....._ or m. 
pls will naro oar. io be li'b Khrushchev's 
•fantasiCI. • 

\\'hat is patticularly strikins 1bo1.at 
GorbachcY's line is die vinual absenec oJ ma• 
aurcs Wt would pradDCC c:aranicaDy mcan
inpa) ••ulOIIOllly• ol entcrprit,cs. Tbc Frcnt.h 
historian Michrt Helle r obscrvc5 rhar 



Gorbachev's fonnulatmn, art rcmarublJ· likr 
thO\C' o( Sralin in IQJI.JZ: Stalin is eircd u ~he 
ireator ~ the rclcnn, economic model for the 
$o\>ict U niaa today. There it no place f« the 
workinp o/ k market in that model And, 
despite contrary indications. if Gort»chev tries 
to move in this dirmion. the rasisti~ forces in 
tht pt.ny appatalll! will ~ powerful. In lhort, 
~ than polity chan,a art needed; rystn,, 

chanscs 1n: needed. u.d uw.sc now loot un
likely. lnsiead. the new tta111 ill Mosco,.- appar
mdy will rry policy tinkerins and. if that is an 
C does. it will discovct OYW Ulnt that things 
t.ft • souai bdtcr. Tbr tinkering mar eYa'I 

wor'llfttbc:m. 
Soona- ar lata' odlcf appRIICbcs will ht 

......W. Tbt only lftlly c&cdwc one. and aae 
mda. npne will be n,cJlt l"CNCl&llt to uy. is to 
,..., die Chines dowa lbe capita&t rued. 

a,.,..,:.,..,_ .-v ,,..,,, 
Aldlaqp -...•iJc• poar ccwKWDic pcr

fmw ii die besic prabllm his NpDt tms, 
~ bis I mcJff wpt pcnoaal aim: 
cablilhq 6rm control om- lhc piny appart· 
NI and penunent orpns. Ht will also ht 
•nns aa making sure that WlClr1l Ewope 
n:maim ... finD canual. .... ahead wida 
......,, moderair.aioft ud endeaff1rinc 1D pur
su• pln,-4nd lialit loales IQ tbe Third 
Wand. He is shady fut oil the Juninc line 
witJa I major mdar ll'D CDIUfOl prupaNI. 
Ahliiaap opnting hm. ~ oI iDc&,:at.. 
Ins rdacm ecoclOfflit _,.._., Ga t.cht• is 
al,o operatinc from • polition of curteDl mili• 
tary stnnp. and ~ is good l"CU0ll to bc
litvt that nditional Soriet ~ pb 
will be punDld: tbe ...... miliary 
poww 111> .... 1:0Ml'OI Ol'W tbc c:uumy wl 
die East Europcu actor ti cbt llbpire. the 
daDainwc of paipbcnl aras. tbt buld4P ol 
ffllCNlf falca •I ............... la tac 
cmnll cartlllliull (JI ton., 111d the IUppCllt al 
frimds vOUDd tbe world wbert mdl -.,port 
cu be prDYidcd at no pt COIi or risk. 
GatbechtY1

1 rebtive youth, rip, and 1pparmr 
canpctace trt • plus, bur the -,narit su1e ol 
the Sovift au,ocny is libly to be an incftasing 
dng. 

The qut"Stioo needs ro be ask~ " 'hrthtr a 
situation c,( current relam, Jtrt'n"h inJ likel~ 
future " ·takncs.5 could produce a Politburo dt• 
cision IO ,nike a decisive blow apinsr t~ W es1 . 

Thert is no basis kr belicvins that it would risk 
nudcar war, or ariy major war for th2t matter . 
But it might take mon chances than in the past 

in eiploiting appanunities m extend its power 
in circumstances thar promite to prod\Kt a 
major strategic pin. AJnon& the potentialities. a 

mcm ~ Iran and the oil raou~ of the 
Ptniln Gulf, if an openins pruenq itself or can 
be Cl'lllted, seans die moa imporwat contin
pncy apinsc which ID guard. 

r,,,,,_, &istmi &npt uuo • '°"'" 
tf l>dp 

During dlC l970s the Soviet Union subsi-
dized dw economies " Eastern Europt mainly 
by undcrpliciaB 1ht oi chat k lhipped to mem. 
Thae■CIDMICW'dl)'_.dw...,.ittadeofmt 
netnmle'iffomd.butlhlftilwideapee
mmt Ible it W8I puai,e. Dapke chis subsidy I 
the eL'Oftalnic periormlnce of EaRern Europe 
deraicalaad badly after d,e late 1970s. This 
help has been I prb paid by Moscow IO hold 
down the pobability ol politim1 imcability ill 
lbeara 

TIie new maq~ in Motc:O'-' n:aay 
ha~ 1 dlft'ennt view. A June 21, J91S article i.n 
f>Ntw, widely wm isl Euttrn Europe to be an 
impanamplicy .... ..s - .. widening of 
die pmatt .... is frlupt wkb serious eco-
nomic. IOCiaJ and ideological con,equences.'" 
Inn.cl. what is needed ia a "qualitatively new 
lnel of cconocNC inb!BRtion .. within the Soviet 
blue. Otber ~ ba,c beca c:aaununiclthlc 
tbc IIIQlr mm1p III the F..- Ewopeans. This 
position - aoly bodes ilI for die £est European 
eC»>Dllaiel, k ranforas ocba' sips of no ma,-. 

at-l)"PC mums widaiD tbe Soriet: Umoa. itself. 
Tbit positicr ~ nc, or redut'led subli

diel ae die pricifts of ai and p, Md inctased 
lbipmenD of relaci.-eiy td'PIDCed INIChincry to 

the Soviet Unioa mn F.astml ~. instead 
of their export tu the West. /\ ma;o, lhift in the 
terms o! mdc would be a ~ blow to tht 
Eut £.uropcar. CC'OnOffliu. which "en now an: 
smsglinf 10 meet their delivery NqUiremenu 

-------------iitut Tnt~, Std a, .. __________ t i 
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or·, >111nt projms rhat bring opital equipmen1. 
and 1ubs1Jiud loans. It -.-ill also try to get these 
from the U.S. and Japan. bu1 with kJ,.·et ell· 

pecqtions o( ,uc:cess. 

Obj«1io,u ta dtf,tndnlct an tbt Wat 
The Soriet U"ion's «onomit politics have 

af,..ays bctn autarkic: hcl~• in,-olvemcnt with 
the c:apcwist world has always implied vulner
ability. Gorbachev lw said daM dK regime will 
lore its ;:&SUficarion-iC, unonc other things. it 
"'becomes ~ dependent M Waitcm 
countries.. ~t althaap mo« ol tbc 
Ult Emope,,11 pt ia1D hea')' debt with me 
W• in me 1970s. die~ Union did not. Ii, 
hard CWftnC1' debt (De( ol hs flwdp mas) ii 
onlyU'OIIIDdSIObilliua.whilcllabanfcw.im:n=y 
aparts 1ft around $JO billion I yetr. (WhanriQ 

Econoactric FoctalhifJ mimates that tbc Sc>
._ baYC Slf WU- ID outaa.diaic low • 
LDCr.. It iM't dmr - Melt '1f mil ..... 
...W act-'1 be colecsecl, dtouaiL) k pobably 
maid bam,w --- $ZS biliaa Cit IO fn,m 
W...-n banb WDR dlly rach their limiis 
(althoup • weakened debt KrVa capacity 
lbllUIUnf &ota a dedilll in me prict d ail 
..acilelapCS'lhebuun'""'•a).But 
-.kb ..... Watt:n. JCMIEI - ~ 
that would be practicaD)' no limit 11> •hat 
could Ix lent. 

0.,- • ptefaaa far auwky. ~ bq 

been powac economk iitterlCtioa with other 
DIQOQI. Most sttikins las beea Ult Soviet 
Union's ,ruw,,.,_.nd pnctically unavoid
able-dependt!nce on Western pin supplies. 
Vladimir Treml of Dub Unmniay 1w ea.-
111111:d • ~ 8fVWtk ol depadent't aa 
impNu Urw aD IDUl'CIIII iadlldi• Ull17II 
Europe) &OIE I pe=atDt ol mtioaa1 income ill 
19dOa>20pesuncinl980(aDClalllffllillcbDcs
dc ,,._ prica). A na,c Scwiet statement bf 
V. Scbwaki hls.nwud dim me shaR of 
lmpara ID llal •• !MM in l'IIIChincry l'QIC ~ 
U ~'CWIC ill tbt arty 19101 by C0111parial 
with IS pa-ant a decade arlier. o.pitt t.1-us 
pwtb-,or in pan becll,,c ol k--thett is 1 

powisfw ~ ia lht Sotic Union oppi9'Jd ID 

depctadtnce aa imporu oCWmten: equipment. 
11-c Rall of ~ domestic ecaMIID' being what 

,r is. tM idrnatcs of non.Jcpcndencc on the 

West are likel~- to lo.r,e more ground in the 
internal debates. but they will be continuing 
cautionary TOica on the pcrib of exccssi~ 
clepcndencr an dw We:st. The result is likely to 
be I mind StnttgY. OM that ir.dudes intetn1I 
rinkeri"f. iricrcascs J, equipment imports from 
Ea.stem Ewope. plus an apptoach to the West 
for~ and equipmcnl. 

Wlwr Joa ,Ucmu, b,w 10 cffer! 
The maaral 1ml. of trade _..,een the 

Sorict Uaioa IDd me Wat ii..,, Raw mttea 

rials, and wapom. make up most ol what the 
Soviets bat>e ., c6r cbc ,_ of me worid. Its 
enaaufacNrld pit arc IDO low in qoaliry to be 
ol~ otllMlt the lels deYeloped worid. ~ 
fot naw matcrilk. m.c have bea\ intensively 
dc,claped ad dd in me West. But ct.. 
c:ammodmes art_......, &c. odlCI' plrQ 

•• ....w. at dediDins prices .. me •-
b,w padr 1edeced the ..... of cbe,e Sc.wict 
--. Ptobably me aa1y c:ominodity not fully 
nploited in tbc W~ (i11 this case European> 
marM is Siberian nmara1 ps: worries about 
NC'Urity ol.,,.,. limir European purdwscs. ln 
-c. lld,n. dat is moDl7 .., be made by 
m Wata11 balinr.stes OIi puticular deals, 
Mmcow docs aot have • great deal in hand 
~ ,idl wbx:h co ICSDpt Western 
~ k bat other mea of ...tue. hoot,,. 

ns: DAiliwy fon:a Ind pnipms; ventures m 
tbt T1aird Worid; Jews and other' minorities and 
political dissiden,:s; and control over E.astcrn 
Europe. 

la aulimy fl"lF'aDII are at tbe an oC die 
..-·• ..,... • tbt warld. nae inlpnssrn 
iDaaas in Sowict ~- bocb cumCDtiooal 
and IIUdelr, ... die :ruwi:as nedl of this 
power IR & wai lmn-a IIOl'Y• Eu.rape. J~, 
Soudlwat Am. Ind Olin&'" direcdy thrml• 

' acd. ~ 11 lb& coarWOQS iDcRase iD 
Soriel nudcar poMr. 

Ana cantrol treaties and •11eeo.ents have 
failed a, 0lllltUl d1C mativc powth of Soviet 
mlliar)' fJ"'1:t. The method that WU highly 
tucaiaful ~ SALT NRly commends ilSdf to 
~ · foe tbr futurt. llwup SALT I. 
MCIICDw in 1972 ,11c, eeded in killing tht nascent 

-----~-----Ut-t ~ri • Srilwt.'-------------19 
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H r,erce,~ed in \1oscov.·. gi,·en that rtgime·, 
nnirl~· tcro-sum-iamt \·ie~• of the competition. 

Wrh on the llSf l5 the U.S. military apaciry
,nd au potential for growth and techno&opc:al 
rha .... Our inausins ties with Ou"' musr 
llso be • worry. Our economic strmgth is an 
lftnction, but me Ewopanl and Japanese IR 

•·dl~ in almost ,n of what the Sovaers 
nttd by way of tecl\nolosY and apitaJ equip
ment. Despite this fact. d1C U.S. must bt seen 
11 lhe cennJ party wida wbich to deal. Aside 
front the diRu bcndis we rnipt praduce. 
dlinp .. fO ... mart Clliiy WQ lbc odlal 
if lhc U.S. lcgilimim incnucd draling wjch 

~lolcow. We Gbriausly do NM have mo pc,wcr 
O\'a'&bebdpouraDicspwoMCIICUW, t.a~ 
• M'ft ... il6atDCe, 

If UJtn ;, .., .. ,., ..u., ,opJ ,.,,,, -
....... -...,,--wwilser 

• ..._. wia oar 4t similar to me teDa01L 
O\'tf the Sibaa p; pipdiM dell and a lat vi 
w....,. bdp tc dw ailinf Softet syuan. Tbis 
pn:aspea ~ dut we sbowd pursue severaJ 
spacilicaims: 
4lt11la, a -- lflP'G ilti«t aa dtc -.r

ml CCGDOmk and politicll litmtioG ol me 
Sorict Union and the D)OYCI it mipt make. 

-Tl'1 ID n IO"tf"QCC fur • IDUpU line on 
die cndil4'Gt .... ol me Sariec u--. 
pa «kl-.imav prices a me ntu1t
.,. woncaing of Sorier ckbt .-.ice capae• 
iry. For instance. bank replations should 
be chanp:l CD rdect ldcqbltely tbe risks 
iaNvcid ill lmding to die Eta. 

-l>ilcw....,..st:1 1ppb1mtdaeWesc 
mifbt 111tk and wbtt dae7 would be 
Mada 111d to wbom. Then will prombly 
bc •·fAI Ht (IOlllibltOG-. pis. bur dlCl't.,.. be ....... m dlritr rcachcd 
- .. bcfcn 'ft Ft cmbloied ill spcci6c 
coaaovasill ca.cs. 
Cowter tpin r:be four main Soriet &SSCtJ 

dila•-' abcm: its military pc11R1ft, its Third 
Wartd cm~ ia human rips abulcs. and 
Ultall~- . 

TM !DOil importaoc of ~ UldS. its 

military strength. has tftn the obi~ of nc-p
tiations for {Mr fifteen _ye.rs. h should be clear 
alter much upcriaa that r.o fundamental tt· 
duetion in mt 5c,¥ici nude:ar chrcat to the Wc:,a 
is likely to bt achic:Ycd by such nepbtioM. To 
the emnt that ncpariolu havt becr1 bucd on 
the ~ d assuring mutual destrvc:tion ol 
our respective 50Cietia, the efforts have been 
conceptually puvcne. Moreowcr. the Sovicu 
arc Yiobting bath the spirit and the k1ter cl 
ms~- Tbcy hive lmned dw d,
rqociarions are • usduJ ft)' to bolaer appae■, 

tialt ID U.S. ptGFVDS the,- dWi1re (e., .• dw 
Safcprd mtim-'e 1f1t= in tbc early )970s 
ind tbt Sa,tqic Ocfmlt loitiacnt today) lad 
ID CllilU dmsiaas wicbia d,c W• Ce-I·• ml die 
~ issue) -..hour uDtMilic saiaus 
CU11U1inb oe tbamdves. Useful u.Ddentand
iap hawe been ,ached iD limMd areas (Ilda• 

.... - - bill?· - ... tcWitioMI 

......... t1tcmn1 ......... ba dat 
ii HD pn6t to bt W.. CMtaD.. ia punairtr tim 
line. 

Theft lhl'f be DIOR pro& ii) focusing Oil 

Sov'-t ,=ncnl purpo,sc forces. ~ all, it is tbe 
Soviet lfO'IACI, air, IDd nanl forcer tb1t pate 
dltrW.,...IO!utope&atcaa-olGII!' 
llli1' Sipii➔ ac ,~ ih ttwa forca.. er 
dldr rtlucauon. CJOold make an important ccr>-

a,'bu'ciaft IO Wf:$ffl11 sccuriry-but Dot thraufh 
1-l•nrtd" reduaiom with dw Wat (IS in me 
all'litdom for Mutml, Belarad FClftlC ~ 
tiDll8 MBFtt-in Europe>, Weacm £uropt 
neodl 11

~· foru ff:duc:tion&. 
Of COW1C, it will be Ai,d that because the 

Smcl:a will, abaft .u, uy co Jllttef fC chcir 
lllliliwy mpaioriry ....... w--. Europe, 
tuc:llaclian...sdfail. latlbltisbudlyan 
...... lcalOll 5ar QOC llaJdns out I posolll 

IOCUlld OD - -- peatiDtut ... DG u So
• power, dl!DIC tbat hlnr much D10r1 bc:arinc 
OQ ~ - might acmally btppca iD d\t raJ 
world ....... poa:ibitity of oudear ftr does. 

A ICCOlld pma"blli:y i$ tc Ne cbanga in 
Soria 1C1Mtics ia the Third Worid. Much of 
what ibt Sorict Uum does then doa not haft 
hip --Sic iDlporunce ID tht Sov;tc:s, but 
tt.. venrwa m a.nainty weNl in disrnccing 
illr Americ:ans. u.e,· 111111t abo pn,¥idt deep 

___________ 1..n.,., wAU. Sd a,.,., ___________ zJ 
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Tokyo Summit 

Possible Discu11ion on Agricultural Policies 

Issue 

How could the summit . partners continue to meet their basic 
agricultural objectives at a reasonable budget cost without 
undue diaruption of world markets? 

~neral Background and Approach 

In all our countries, although farmers are a smail fraction 
of the voting populatior., they have an enormous effect on 
policies and budgets. More than al.most any other sector, we 
regulate, control, direct, and subsidise agriculture, at a 
growing, painfully hurdeneome budget coat. our progr~ 
also have huc,e hidden costs to our con•wners, disrupt world 
trade and production patterns, and are a constant and 
growing source of friction among us. It might be worthwhile 
to speculate a little on the underlying fundamental values, 
in social and cultural terms, and not just the narrowly 
political and economic. This might lead us to search for 
ways to serve these fundamental values, relating to the 
romance and the admiration we feel toward rural people, that 
are less costly to society as a whole and less disruptive of 
producti~n and trade. 

Facts 

-- The agricultural objectives of the Summit partners 
have .been adequate farm incomes and (in Europe) 
approximate self-sufficiency in food production. 

-- The cost: Europe, $14 billion per year, the o.s., 
$18 billion per year; Japan, less but similar; 
large additional off-budget and consumer costs in 
summit countries. 

-- Japanese and European consumers pay inflated 
prices for local apples, beef, etc. due to trade 
barriers; U.S. consumers pay three times the world 
price for sugar due to import quotas. 

-- Trade frictions are mounting, particularly with 
the EC. The time may be approaching when deals 
can be cut. 

Possible Outcome 

-- Greater awareness that runaway agricultural 
programs are a problem that we all share. A nudge 
from the top mi9ht start movement toward multilateral 
negotiations to liberalize agricultural trade . 
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-- The goal is to move all partners toward more 
efficient, market-oriented agricultural policies. 

Advantages 

h- Could be the first step toward a more statesmanlike 
approach to agricultural policy that would pay 
large dividends. Eventually, broad international 
cooperation could be used a• a lever against 
parochial political force■ within the respective 
countries. Would improve the odds for a successful 
new round in the GATT. 

-- Political resistance to change is powerful, 
despite the &mall nUJQber of farm voters in each 
country. SWIDit partner•, eapecially France, are 
toucl:J.y on thi• iesue because of past disagreements. 
Also, soine partners will push for market sharing, 
which is worse than no action. 

Potential outside Briefer• 

Earl Butz 
Or\rille Freeman 
Professor D. Gale Johnson 
Whitney McMillan 
Professor Theodore Shultz 
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BRIEFING WITH EXPERTS ON FUTURE OF SOVIET ECONOMY 

(LIVING WITH A SICK BEAR) 
DA.TE: 

LOCATION: 
TIME: 

FROM: JOHN M. POINDEXTER 

I. PURPOSE 

To prepare you for discussions with your Summit partners on the 
future of the Soviet economy and implications for the West. 

II, BACKGROUND 

There is accumulating evidence that the Soviet economy is perform
ing badly and that the outlook for improvements are poor. An 
understanding that th i s is likely to be a permanent condition of 
the Soviet economy is central to our long-term dealings with the 
Soviet Union. 

This briefing is designed to offer you some new perspectives on 
Soviet behavior. Of special importance is how we and our Summit 
partners prepare ourselves to deal with a wide range of overtures 
from the Soviets as they seek remedies for a failing economy, 
Although we believe it is premature to suggest specific policies 
to address this issue, it is important that your Summit partners 
be made aware of this permanent feature of Soviet society. 

At the outset, I will briefly introduce the five experts and 
review the central theme of the briefing. We have structured the 
session so that each participant can offer useful insights in his 
area of expertise. An agenda is provided at Tab A and a more 
extens~ve discussion of this issu~ is provided in the briefing 
paper at ':ab c. 

III, PARTICIPANTS 

List of participants is at Tab B. 

IV. PRESS PLAN 

v. 

-
White Houae photographer only. Picture to be releasee. 

SEQUENCE OF EVENTS 

I will introduce the five experts and briefly review the issue 
areas to be addressed. If appropriate, I will make concluding 
remarks. 

Prepared by: 

Attachments 
Lou Pugliaresi 

Tab A Agenda. 
B List of participants 
C Briefing paper 





PRESIDENT'S MEETING WITH 
EXPERTS ON SOVIET ECONOMY 

AGENDA 

TIME: 
DATE: 

PLACE: 

I. Introduction •• , ••• , • , •..... , • • • • • . John M. Poindexter 
5 minutes 

II. Perspectives and Discussion on 
Living with a Sick Bear ••....•••. , 50 minutes 

Implications for the West .•••••••• Henry Rowen 

costs of the Soviet Empire ..• , •••• Charles Wolf 

Can Soviet Society Adapt to 
Gorbachev's Proposals? • ..•.••.•. Vladimir Bukovksi 

The Soviet Economy and 
Growing Dependence of !mports •.•• Vladimir Treml 

Implications for the Soviet 
Military . .•.•• , •• , •.••...•.. , •.•• Andrew Mars hall 

Concluding Remarks ....... , ........ Henry Rowen 





LIST OF PARTICIPANTS 

HENRY ROWEN: Senior Research Fellow at Hoover and Professor of 
Business Administration at Stanford. Formerly Chief of the 
National Intelligence Board, President of Rand Corporation, and 
Associate Director in the Bureau of the Budget. Professor Rowen 
recently published a thoughtful article entitled Living with a 
Sick Bear and will provide an overview of the policy concerns 
from a failing Soviet economy. 

CHARLES WOLF: Dean of the Rand Graduate Institute. Wolf has 
done extensive work on the economic problems facing the Soviet 
Union in providing support for Eastern Europe, Cuba, Vietnam, 
and Afghanistan. He will make some brief points on this issue. 

VLADIMIR BUioVSKI: Visiting Pro:essor, Stanford University. 
Professor Bukovski is a Soviet emigre and an expert on social 
conditions in the Soviet Union. He will discuss the capability 
of Soviet society to adjust to the Gorbachev modernization 
program. 

VLADIMIR TREML: Professor of Economic ■, Duke University. 
Professor Treml is an expert on the economy of the Soviet Union 
and will discuss the growth in Soviet dependence on Western 
imports. 

ANDREW MARSHALL: Director, Net Assessment, Department of 
Defense. Andy Marshall is an expert on Soviet military 
expenditures and will discuss the capability of the Soviet 
military to ad j ust to a failing economy. 
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BRIEFING PAPER ON FUTURE OF SOVIET ECONOMY 
(LIVING WITH A SICK BEAR) 

OVERVIEW/SUMMARY 

o There is an accumulation of evidence that suggests that 
the economy of the soviet Union has been performing 
poorly, experiencing little or no growth over the last 
decade, Defense expend i tures are becoming a heavy burden, 

o The imrnediate future for the Soviet economy looks bleak, 
Additions to the labor force will be much smaller than in 
the past decade, investment is lagging, and productivity 
is declining, 

o Given the decline in world oil prices the Soviets will 
experience shortfalls in earning adequate har6 currency 
for key imports such as grain, sophisticated industrial 
technologies and other major capital improvements. 

o We can expect the soviets to tinker with their economic 
organization, but the leadership will not risk the politi
cal freedom and loss of control that accompan i es decen
tralized economic reform. 

o A greater awareness among the Summit partners of the 
permanent inferiority of the performance of the Soviet 
economy is necessary to appropriately evaluate Soviet 
economic overtures in coming years. We can expect impor
tant overtures from the Soviets in economic and security 
areas as they confront intractable economic problems. 

o The Soviets face a serious predicament. It's unlikely the 
performance of the economy can be improved without politi
cal reform, but political reform poses risks to party 

control, We should not ease the Scvie t s out of this 
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prediea~ent, but rather use this opportunity to leverage 

western economic and technology assistance to reduce 
soviet influence in the Third World, diminish human rights 

abuses, lessen their hold over Eastern Europe. 

o We are not suggesting that Western policy engage the 
Soviet Union in 'a state of economic warfare. Instead, we 
want our Su~.mit partners to have an appreciation of the 
dilemma facing the Soviet leadership and that we have a 
unique opportunity to improve our security if we treat 
overtures from the Soviet Union cautiously, At a minimum, 
we do not want to subsidize the soviet economy. 

OUTLOOK FOR THE SOVIET ECONOMY 

o Although the CIA estimates that Soviet GNP averaged 2,5 

percent over the last decade, there are reasons to believe 
that economic growth was considerably lower, Actual 
growth may have been closer to 2ero, 

o The soviets are facing major bottlenecks, especially in 
the production of complex, and technologically sophis
ticated products. Production of these products are 
especially difficult in a centrally directed economy, 

o Soviet economic problems will be exacerbated by falling 
energy prices, declining oil production, and a depreciat
ing dollar. These three factors could halve Moscow's 
ability to import Western equipment, agricultural goods, 
and intermediate products such as chemical and steel, 

o Moscow has already reacted to the fall in oil earnings 
with increased borrowin~ and additional gold sales, There 
is also a strong likelihood that the Soviets will attempt 
to increase arms sales to stimulate additional foreign 
exchange earnings. In addition, the Soviets are cutting 
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back imports across the board, including imports of 

important oil and gas equipment. 

o Although difficult to predict, Moscow faces the prospect 
of real imports falling to levels comparable to the 
rnid-1970 1 s. 

o Moscow has some limited near-term options for coping with 
the fall in oil revenues, Moscow could: 

Draw down assets in Western banks perhaps by as much 
as $2 billion. 

•- Increase borrowing 

Increase gold sales by $3 billion a year, 

aoost exports of more sophisticated weapons, dia
monds, chemicals, and nonferrous metals. 

o However, recent evidence indicates that these options are 
not viewed as an adequate long-term strategy. Instead, 
Moscow has decided to make substantial cuts in imports, 
including oil equipment, petrochemical complexes, and 
major factory fabrications. 

o These economic problems will harm Moscow's attempts to 
revitalize the economy and compound efforts to compete 
militarily with the west. 

CAN GORBACHEV'$ PROGRAM IMPROVE THE OUTLOOK FOR THE SOVIET 
ECONOMY? 

o Gorbachev has revamped the Council of Ministers and begur. 
to implement a widespread economic moder~ization program, 
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o His approach does not include a major reform of the 

economic system, but rather relies upon improving the 
· industrial base, new management, more discipline, reduced 

alcoholism, less waste, fraud, and abuse. 

o Gorbachev expects that Eastern Europe will supply most of 
the machinery and equipment that domestic producers are 
not able to provide. However, its unlikely Eastern Europe 
can deliver. 

o Although Gorbachev is seeking new measures to improve 
joint ve~tures with Western firms, the program will remain 
one of a centrally planned economy not significantly 
different from the traditional Soviet model. There will 
be no place for the workings of the market. Gorbachev 
will tinker with the existing system rather than make 
major systemic reforms. It is for this reason the success 
of his modernization progran-1 should be viewed as problem
atical, 

IMPLICATIONS FOR THE SOVIET MILITARY SECTOR 

o The problem of competing militarily with the West will 
become more difficult for the soviets because of our use 
of sophisticated technologies (an area the Soviets are 

weak) and the already large share of the Soviet security 
aector in the economy, probably over 20 percent of GNP. 
(This share includes the cost of the military, and the 
costs of supporting Cuba, Vietnam, and other parts of its 
empire), 

o Despite thie strain, many analysts expect Moscow will 
continue to increase military spending at a rate of 2 to 3 
percent per year, 
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o If the Soviets continue to increase military spending at 
this rate, it will come at the expense of consumption, 

investment, or support of the overseas empire, 

o If this view of the future of the soviet economy is 
accurate, its likely the Soviets will seek relief from the 
West in the near-term. 

THE SEARCH FOR HELP FROM ADVERSARIES 

o The Soviets are likely to seek strategies which will 
weaken our defense efforts, further political division in 
the West, and promote the acquisition of Western 
technology and capital. 

o Some signs of this strategy are already emerging from 
Moscow. The Soviets are considering measures which would 
allow foreign equity in high technology industries, soften 
their position on Japan's northern territories, Approaches 
to the American Jewish community and Israel and an agree
ment for increased trade with China are all part of this 
new initiative. 

o Moscow will continue to seek to kill SOI and attempt to 
obtain cuts in U. s • . offensive missile prog r ams. This 
would free Moscow from the burden of having to make 
greater military investments, many of which are threatened 
by obaolescence from advancing Western military tech
nologies. 

o We can expect the Soviets to offer proposals to strengthen 
detente with the Europeans. The Soviets may offer greater 
business opportunities and emigration of Germans from the 
soviet Union and GDR. 

HOW SHOULO THE WEST RESPOND? 
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o If the Soviet economy continues to falter, what we may get 
is greater tension with our allies as the Soviets promote 
a wide range of political and economic proposals. 

o We ca n induce some caution among our European allies by 

remaining the central party with which to deal -- at l east 
we need not leefitirnize major new economic relations with 
the soviets unless it is tied to genuine concessions, 
This prospect suggests we should pursue the following aims 
with our Allies, 

-- a shared appreciation of the economic and political 
situation in the Soviet Union, 

-- a tougher line of creditworthiness of the Soviet 
Union. Bank regulation should reflect the appropri
ate risks and subsidiee should be avoided, 

-- a sense that collectively we might be able to extract 
concessions from the Soviets in its military posture, 
the Third World, human rights, and Eastern Europe. 





TALKING POINTS 
FOR JOHN POINDEXTER FOR 

BRIEFING ON SOVIET ECONOMY 

Mr, President, we are very pleased to have here five 
eminent experts on the Soviet economy. Our purpose is to 
give you their perspective on the prospects for the Soviet 
economy and the implications to the West, 

This is part of our preparations for your unstructured 
time at the economic Summit. We think it is premat ure to 
offer our Summit partners specific policies for addressing 
a failing Soviet economy, but that it is important ~hat 
they be made aware of this long-term problem and the 

choices it presents us. 

What we would like to do today is outline for you a 
l ong- term predicament facing the Soviets and some perspec
tives on how we might address this predicament. 

Henry (Harry) Rowen is a Senior Research Fellow at Hoover 
with extensive government service. Harry, could we ask 
you to kick off the discuss and perhaps give us some 
concluding remarks at the end. 

(Harry will argue that there is accumulating evidence that 
the Soviet economy is failing, He wil l provide an over
view of what Gorbachev's modernization program and what we 
can expect from the soviets in the near-term and what it 
rneana for ~he West). 

Charles Wolf is Dean of the Graduate Ins t itute at Rand and 
has done extensive work -on the costs of the Soviet empire, 
Charlie, picking up on Harry's overview do you think t r. is 
means the Soviets are vulnerable i n parts a t thei r emp i re, 
especially Eastern Europe? 
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(Charlie will argue that the Soviet Empire is costly, but 

within Soviet capabilities to maintain it, However, he 

will point out that the Soviets will be taking more risks 
with Eastern Europe providing opportunities for the West 
to loosen Soviet influence there). 

Vladimia Bukovski is a visiting Professor at Stanford and 
a $oviet emigre. Vladimir, do you think Soviet society 
can adapt to Gorbachev's proposals for greater discipline, 
reduced alcoholism, improved worker productivity? 

(Vladimir will argue that these returns are unlikely to be 

sustainable and the fabric of Soviet society will come 
under increasing stress, Gorbachev's program in this area 
will lead to little long-term improvement). 

Vladimir Treml is Professor of Economics at Duke University 
and an expert on the Soviet economy. His work on Soviet 
import dependence is a key ingredient to our discussion, 
Vladimir do you think the Soviets could get their economy 
back on track with greater imports from the West? 

(Treml will argue that there has been a growing Soviet 
dependence on Western grain and technology, and that the 
Soviets will be unable to rid themselves of this depen
dence). 

Ar.drew Marshall is Director of Net Assessment at the 
Pentagon. Andy what does this all mean for the Soviet 
military? 

(Andy will argue that._a failing soviet economy will place 
sever~ stress on the 5¢viet military and that we can 
expect a range of proposals fro~ the Soviets to reduce 
their burden)·, 

Ha:ry, would you like to make any concluding remarks ? 




