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The last phase of the Cold War unfolded during 1989-1991. Determined
to move "beyond containment" in relations with the Soviet Union, President
George Bush challenged Mikhail Gorbachev to join the United States in ending the
East-West conflict and the arms race. As Moscow reached new agreements with
Washington and began withdrawing its troops and dismantling its massive
military machine in Eastern Europe, its erstwhile allies, contrary to Gorbachev’s
expectations, rejected communism once and for all. The collapse of communism
in Eastern Europe foreshadowed and to some extent accelerated its collapse in the
USSR. Gorbachev found himself battling on two fronts at once, as he tried to
maintain the USSR’s superpower status and reform the Soviet system in what he ¥
described as a "battle to the death” with reactionary forces. That battle ended in , i
mutual annihilation after the unsuccessful coup of August 1991, bringing about f
first the destruction of the old imperial order and later Gorbachev’s presidency.
The USSR then entered its death spiral and officially ceased to exist as of 31
December 1991.

This volume, which was prepared for a conference on "US Intelligence
and the End of the Cold War" co-sponsored by the Central Intelligence Agency’s
Center for the Study of Intelligence and The Center for Presidential Studies of The 3
Bush School of Government and Public Service includes US National Intelligence ' :
Estimates and other intelligence assess 1enwprepa"reg durmg 1989-1991. This is
the first time the US Intelligence Com , ryﬁy has releabed Cold War records of = .o !
such recent vintage—records that undl 'ceutfy were hlghly classified and skww 3

. how the Community interpreted and ‘p: dicted developmer\ls in the Sovu?ﬁmon
“and Eastern Europe during a tumulmous anti 1ap1d1y changmg period of history |
“that transformed the postwar world / ‘ ) i
i At Cold War’s End: US Intdhgen eéon the Soviet Union and Eastern
Europe, 1989-1991 is the most recent add ion to the CI"A:/IWStaff s Cold War
Record Series. Other volumes in this Qem@s aré available on the Imrnet at =
WWW.cia.gov/csi. oo W"v‘* i i

..’ I,{i

Benjamin B. Fischer joined the CIA History Staff, a part of the Center for the Study of Intelligence, in 1996.
He has served in CIA’s Directorates of Intelligence and Operations. He is the editor of the Center’s Bulletin
and has written two monographs, Cold War Conundrum: The 1983 Soviet War Scare in US-Soviet Relations
and Okhrana: The Paris Operations of the Russian Imperial Police. His most recent publication is
“Intelligence and Disaster Avoidance: The Soviet War Scare in US-Soviet Relations,” in Mysteries of the Cold
War (Ashgate Publishing Limnited, 1999).
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Foreword

The Center for the Study of Intelligence (CSI) of the Central Intel-
ligence Agency and the George W. Bush Center for Presidential Stud-
ies at Texas A&M University co-sponsored a conference on “US
Intelligence and the End of the Cold War” on the Texas A&M Univer-
sity campus at College Station from 18 to 20 November 1999. As a
contribution to the conference, CSI prepared a compendium of newly
declassified US intelligence documents covering the years 1989-1991.
This period encompassed events in the USSR and Eastern Europe that
transformed the postwar world and much of the 20th century’s geopolit-
ical landscape. It was a time when the tempo of history accelerated so
rapidly that, as one historian put it, events seemed to be moving beyond
human control, if not human comprehension.

Benjamin B. Fischer of CIA’s History Staff selected, edited, and
wrote the preface to the National Intelligence Estimates and other intel-
ligence assessments included in this companion volume.! In conjunc-
tion with the conference, the Intelligence Community will release to the
National Archives and Records Administration (NARA) the records
reprinted in this compendium and those listed in the Appendix.

The declassification and release of these documents marks a new
stage in the CIA’s commitment to openness. The Agency has only
rarely declassified and made available to the public and to scholars
Cold War records of such recent vintage. The new release comple-
ments and supplements the previous declassification of more than 550
National Intelligence Estimates (NIEs) and Special National Intelli-
gence Estimates (SNIEs) on the Soviet Union and Eastern Europe from
1946 to 1985. CIA continues to review and declassify finished intelli-
gence on these countries. These records are available at NARA’s
Archives II facility in College Park, Maryland, in Records Group 263
(Central Intelligence Agency Records).?

Two of the documents reprinted in this volume originated with CIA’s
Office of Soviet Analysis (SOVA). Both have been cited in accounts of

! For a review of previous CSI publications on national intelligence topics and
their tie-in with conferences sponsored by CIA, see Benjamin Franklin
Cooling, “The Central Intelligence Agency and the Policy of Openness,”
The Public Historian 20:4 (Fall 1998), pp. 60-66.

See “Declassified National Intelligence Estimates on the Soviet Union and
International Communism, 1946-1984.” (Washington, DC: Central Intelli-
gence Agency, 1996). This is a list of all NIEs and SNIEs declassified and
released to date to NARA.

2



US-Soviet relations during the Bush administration and have been dis-
cussed elsewhere.> The complete texts appear here for the first time.

Mr. Fischer tried to identify and release the most important analy-
sis available for this period. His selection is comprehensive. Some of
the documents, especially those on military-strategic subjects, were
only partially declassified, since they contain data from still-sensitive
sources and methods. Readers should understand, however, that even
the portions reprinted here contain information that until recently was
highly classified. We want to note, in addition, that we have selected
only estimates and assessments prepared during the Bush administra-
tion. We realize that, in some cases, estimates and other forms of fin-
ished intelligence issued before 1989 may have addressed some of the
same issues and even reached some of the same conclusions as those
that came later, but our focus is exclusively on what was written during
1989-1991.

Mr. Fischer and 1 would like to thank all those responsible for
making this compendium and the conference possible. Above all, we
would like to thank former President George Bush and his staff for
enthusiastically endorsing the conference and Director of Central Intel-
ligence George J. Tenet for his support and cooperation. We also would
like to thank CIA’s Executive Director, David W. Carey, for his assis-
tance in releasing the documents. Closer to home, we want to thank
CIA’s Office of Information Management, headed by Edmund Cohen,
and in particular James Oliver, chief of the Historical Review Program,
Howard Stoertz, John Vogel, and James Noren. We also would like to
thank readers who took the time to examine this volume in draft and to
make comments, and Michael Warner, Deputy Chief of the History
Staff, who worked closely with us on this project.

Gerald K. Haines
Chief Historian
September 1999

3 See Robert M. Gates, From the Shadows: The Ultimate Insider’s Story of
Five Presidents and How They Won the Cold War (New York: Simon &
Schuster, 1996), pp. 514, 520; Michael R. Beschloss and Strobe Talbott, Az
the Highest Levels: The Inside Story of the End of the Cold War (Boston:
Little, Brown, and Company, 1993), p. 360; Kirsten Lundberg, “CIA and
the Fall of the Soviet Empire: The Politics of ‘Getting It Right,”” Case
Study C16-94-1251.0, Harvard University, 1994, pp. 36-37; Don Oberdor-
fer, From the Cold War to a New Era: The United States and the Soviet
Union, 1983-1991 (Baltimore: The Johns Hopkins Press, 1998), pp. 450-
451; and Bruce D. Berkowitz and Jeffrey T. Richelson, “The CIA Vindi-
cated,” National Interest 41 (Fall 1995), pp. 41-42. Lundberg’s case study
was written for the Harvard Intelligence and Policy Project of the John F.
Kennedy School of Government and was funded by CIA.
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Preface

The last great drama of the Cold War—the collapse of communism in
the Soviet Union and Eastern Europe and the end of the four-decade-
old East-West conflict—unfolded in three acts between 1989 and 1991.
Even as the story began, Soviet leader Mikhail Gorbachev already had
made the largest opening to the outside world in Russian history. To
convince the West, and above all the new administration in Washing-
ton, of his sincerity, Gorbachev had made major concessions on arms
control, withdrawn Soviet troops from Afghanistan, pledged to reduce
Soviet ground forces by half a million, and rejected class warfare in
favor of “pan-human values” as the basis of Soviet foreign policy. Ini-
tially skeptical because of past disappointments with détente, President
George Bush and his foreign policy team gradually convinced them-
selves that Gorbachev was ready for dialogue and compromise. They
set a high price for cooperation, however, and were gratefully surprised
to find that the Soviets were willing to pay it.

The second act of the drama began in the fall of 1989 with peaceful
revolutions in Eastern and Central Europe (except Romania) and the fall
of the Soviet “outer empire.” The de facto collapse of the Warsaw Pact
(it would formally dissolve itself a year later) plus a new treaty that
substantially reduced Soviet superiority in conventional forces in
Europe resulted in a stronger Western alliance—so strong that the US
could redeploy forces from Europe to the Persian Gulf for use against
Iraq. East Germany, the USSR’s main prize from World War II, was
united with West Germany and integrated into NATO.

The third and final act closed with the 1991 dissolution of the USSR.
The centrifugal forces in the “outer empire” stimulated and accelerated
those in the “inner empire” as the Soviet republics sought sovereignty
and then independence from Moscow. At the same time, Gorbachev’s
domestic reforms ran into serious trouble, and the economy went into a
tailspin. Gorbachev’s struggle with the old imperial elite in the commu-
nist party, the armed forces, and the military-industrial complex culmi-
nated in the August 1991 coup, which, when it failed, finished off the
USSR—and Gorbachev himself. On Christmas Day 1991, at 7:35 p.m.,
the Soviet flag flying over the Kremlin was lowered and replaced by the
new Russian banner. The USSR officially ceased to exist on 31 Decem-
ber. The Cold War was over.

The National Intelligence Estimates and other intelligence assessments

reprinted below reveal publicly for the first time how the US Intelli-
gence Community interpreted and predicted the rapidly unfolding
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events that led to the collapse of communism and the end of the Cold
War. The Bush administration’s stewardship of American foreign pol-
icy coincided with some of the most momentous changes of the 20th
century. For a brief span of time, the extraordinary became an almost
daily event. Estimates that seemed premature or pessimistic or alarmist
often turned out to be too conservative in their forecasts within six
months or a year. Some key events, such as Soviet acquiescence in Ger-
man unification within NATO, happened so quickly and unexpectedly
that they do not even appear in any of the Estimates. The Estimates, in
fact, often accurately anticipated an event or development but mis-
judged the time it would take for it to materialize—an indication of the
acceleration of history in this period.

Readers of the Estimates that follow may find the terms of discussion
familiar, since they generally paralleled contemporary discussions in
the press and academe. They may be surprised, however, to discover
that the Intelligence Community early on took a pessimistic view of
Gorbachev’s chances for success in reforming the Soviet system when
that was not a popular view inside or outside the government. The Esti-
mates also predicted the impending implosion of the Soviet system and
anticipated some of the problems for internal, regional, and interna-
tional stability that the collapse of Soviet power would create. Fortu-
nately, the direst predictions of widespread famine and civil war proved
wrong. Although some readers may be familiar with the Estimates that
describe political and economic issues surrounding the collapse of com-
munism and the end of the Cold War, they should find the Estimates on
military-strategic issues unique. Estimates and intelligence memoranda
on Soviet and Warsaw Pact military forces—especially the NIE 11-3/8
series on Soviet Forces and Capabilities for Strategic Nuclear Conflict,
the bible on Soviet strategic nuclear weapons for US military planners,
weapons program managers, and arms control specialists—reveal facts
and interpretations that were once among the Intelligence Commu-
nity’s most highly classified secrets. While these Estimates helped the
United States maintain its defenses, they also made it possible for US
policymakers to engage the Soviet Union in conventional and strategic
arms talks that led to the end of the arms race even before the Cold War
itself had ended. \
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The Road to Malta

President George Bush entered office in January 1989 determined to put
his own stamp on America’s foreign policy and make US-Soviet rela-
tions its main focus.! He intended to build on the legacy of his prede-
cessor without reprising Ronald Reagan’s policy. On 15 February 1989
the President ordered a review of US policy toward the USSR and East-
ern Europe, which, for a variety of political and bureaucratic reasons,
took longer and proved more complicated than expected.2 In behind-
the-scenes discussions, the new foreign policy team quickly divided
into those who wanted to open an immediate dialogue with Gorbachev
and those who took a skeptical view of the new-style Soviet leader.>

The first Soviet challenge to the new Bush administration arrived even
before the President’s inauguration. To reverse the foreign policy course
inherited from his predecessors and to relieve tensions that had accumu-
lated in US-Soviet relations in the 1970s and 1980s, in 1987 Gor-
bachev signed the US-Soviet Treaty on Elimination of Intermediate-
Range and Shorter-Range Missiles (INF), the first nuclear arms reduc-
tion (actually an arms destruction) accord in history. Then in 1988, he
announced his intention to withdraw Soviet forces from Afghanistan
within a year.4 Addressing the United Nations General Assembly in
December 1988, Gorbachev went further, delivering the most impor-
tant foreign policy speech of his career. He renounced class warfare as
the basis of Soviet foreign policy, embraced “pan-humanist values” and
“global interdependence,” and pledged to convert an “economy of
armaments into an economy of disarmament.” He invited the US to
cooperate in ending the Cold War by halting the arms race and seeking
settlements of regional conflicts. Then he made dramatic unilateral con-
cessions, pledging to reduce Soviet ground forces by 500,000 and to
withdraw 50,000 troops from Eastern Europe, as well as 10,000 tanks,
8,500 artillery systems, and 800 combat aircraft, over a two-year

! See George Bush and Brent Scowcroft, A World Transformed (New York:
Knopf/Distributed by Random House, 1998), pp. 15-16; and James A.
Baker III, The Politics of Diplomacy: Revolution, War, and Peace, 1989-
1992 (New York: G. P. Putnam’s Sons, 1995), p. 68.

2 Bush and Scowcroft, A World Transformed, p. 40; and Baker, The Politics of
Diplomacy, p. 68. .

3 For a discussion of the range of views among the “core group” of policy-
makers, see Bush and Scowcroft, A World Transformed, pp. 41-44; and
Baker, The Politics of Diplomacy, pp. 68-70.

4 To get the INF agreement, Gorbachev had made major concessions that
Brezhnev and his two successors had flatly rejected, including asymmetri-
cal reductions and intrusive on-site inspections.
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period.5 The speech had a stunning impact in Western Europe—and not
just there. The New York Times, not normally given to hyperbole, wrote:

Perhaps not since Woodrow Wilson presented his Fourteen Points in 1918
or since Franklin Roosevelt and Winston Churchill promulgated the Atlan-
tic Charter in 1941 has a world figure demonstrated the vision Mikhail
Gorbachev displayed yesterday at the United Nations.®

The question of Gorbachev’s intentions animated policy discussions in
the White House and in the US Intelligence Community. The leading
skeptic was national security adviser Brent Scowcroft, a White House
veteran with a broad background in Soviet affairs. His skepticism was
rooted in the experience of the 1970s and 1980s, when America’s initial
euphoria over détente turned sour, leading to the renewal of the Cold
War at the turn of the decade. Scowcroft now worried that the USSR
could induce the US to disarm while leaving its own military structure
intact. “I was suspicious of Gorbachev’s motives and skeptical of his
prospects,” Scowcroft wrote.” Still, much of the administration’s plan-
ning “depended heavily on Gorbachev,” on his intentions, and on his
domestic and foreign policy:

To oversimplify, I believed that Gorbachev’s goal was to restore dyna-
mism to a socialist political and economic system and revitalize the Soviet
Union domestically and internationally to compete with the West. To me,
especially before 1990, this made Gorbachev potentially more dangerous
than his predecessors, each of whom, through some aggressive move, had
saved the West from the dangers of its own wishful thinking about the
Soviet Union before it was too late.?

> The Red Army had about 5.2 million men under arms at the time, and the
withdrawal from Eastern Europe represented about ten percent of the total
stationed there. The USSR also had about 53,000 tanks, 29,000 artillery
systems, and 4,880 combat aircraft. Gorbachev’s reductions and withdraw-
als were significant, since the INF Treaty could have been fully imple-
mented without affecting the overall Soviet force structure poised toward
Europe. See William E. Odom, The Collapse of the Soviet Military (New
Haven: Yale University Press, 1998), p. 147. Poland, Hungary, East Ger-
many, and Czechoslovakia later gave Gorbachev’s declaration an added
boost by announcing a reduction of 56,000 troops, 2,000 tanks, 130 air-
craft, and thousands of artillery pieces and mortars as well as a “13.6 per-
cent” reduction in defense spending. (Defense budget data were still
classified, so the figure was meaningless.) See Vladislav Andreyevich
Drobkov, Kommunist 6 (April 1989), p. 125.

6 “Gamble, Showman, Statesman,” New York Times, 8 December 1988, p. 34.
7 Bush and Scowcroft, A World Transformed, p. 134.
8 Ibid., p. 13.



1989: The Year That Changed the World

Even in retrospect it is hard to grasp how much and
how quickly the world changed in 1989. In a mere
twelve months, the face of Cold War Europe changed
forever. Columnist George Will called it Europe’s
Second Reformation—the “most startling, interesting,
promising and consequential year ever.” Neal
Ascherson of the Observer (London) labeled 1989 the
“pivotal year of the 20th century.”” Soviet President
Mikhail Gorbachev, in his 1990 New Year’s address,
declared 1989 the “year of ending the Cold War.”
This was the year when:

The USSR withdrew its last soldier from Afghani-
stan. Gorbachev demanded that the retreat be orderly
and dignified—he didn’t want television images remi-
niscent of the chaotic 1975 US pullout from Vietnam.
“We must not appear before the world in our under-
wear or even without any,” he told the Politburo inner
circle.® “A defeatist position is not possible.” The
withdrawal was intended as a sign of conciliation
toward the West and reassurance to the East Europe-
ans, but it encouraged the national minorities to chal-
lenge Soviet power.

The communist party lost its monopoly of power. In
the USSRd multi-candidate elections were held for the
first time.” In Poland, Solidarity emerged from under-
ground to win a stunning electoral victory over the
communists and form the first coalition government in
Eastern Europe since 1948. In Hungary, the commu-
nists agreed to multi-party elections, which occurred
the next year.

Communism collapsed in Eastern Europe. The
USSR renounced the “Brezhnev doctrine” and con-
demned the 1968 invasion of Czechoslovakia. As one
historian noted, in Poland communism took ten years,
in Hungary ten months, in East Germany ten weeks,
and in Czechoslovakia ten days to disappear.® In
Romania—the bloody exception to the rule of peace-
ful transition—the end came with the execution of
Nicolae Ceausescu and his wife on Christmas Day.
Nationalism trumped communism. The Soviets
believed they had solved the problem of nationalism
and ethnic conflict within their multinational state.
But nationalism was in fact the gravedigger of the
Soviet system. As the center disintegrated and Gor-
bachev opened up the political process with glasnost
(openness), the old communist “barons” in the repub-
lics saw the handwriting on the wall and became
nationalists; they “first of all attacked the USSR gov-
ernment . . . and subsequently destroyed the USSR!
Asked when he decided to secede from the USSR,

? George F. Will, “Europe’s Second Reformation,” Newsweek,
20 November 1989, p. 90.

Neal Ascherson, “1989 stands out as pivotal year in 20th cen-
tury; Chain reaction ends Cold War,” Washington Times, 26
April 1999, p. A17.
¢ Dmitri Volkogonov, Autopsy for Empire: The Seven Leaders
Who Built the Soviet Regime (New York: The Free Press, 1998),
p. 105. The author cites the minutes of a Politburo meeting held
18 April 1988.

Ukrainian party boss Leonid Kravchuk replied:
“1989.”

The Soviets pondered the fate of their revolution as
the French celebrated the bicentennial of theirs. The
Soviets considered their revolution both the heir to
and a superior version of the French Revolution of
1789 because it had solved the problem of class in-
equality by eliminating private property and the irra-
tionality of the business cycle by replacing the market
with the plan. But as historian Frangois Furet wrote:
“Itis 1917 that is being buried in the name of 1789.”8
A protest banner summed up the Soviet experiment:
“72 Years on a Road to Nowhere.” The system’s fail-
ure was evident. Then perestroika (restructuring)
turned into katastroika, a neologism that was heard
more and more on Moscow streets as Gorbachev’s
reform program faltered and then failed. The next
year, a Soviet citizen could ask, only half-jokingly: “If
there were socialism in the West, whom would we buy
food from? The Ethiopians perhaps?”h

The Berlin Wall, the paramount symbol of the Cold
War and the division of Europe, fell. When Gor-
bachev visited East Berlin in October (ironically to
celebrate the 40th anniversary of the East German
state), his mere presence rocked the foundations of the
Stalinist regime. Young marchers, handpicked and
bussed in from the countryside to present an image of
unity and conformity, spontaneously chanted:
“Gorby! Gorby! Help us!” German unification a year
later accelerated the Soviet political and military with-
drawal from Europe. When it was over, Russia’s bor-
ders had been pushed back to those of 1653, undoing
more than 300 years of Tsarist and Soviet advance
toward the West and leaving behind a country that was
more Eurasian than European.

Gorbachev introduced glasnost (openness) to create
popular support for his reforms. By doing so, how-
ever, he opened a Pandora’s box of revelations about
the Gulag, the Great Terror, genocidal famines, mass
deportations, and killing fields that had turned the
USSR into one large charnel house in Stalin’s time.
Glasnost underscored Gorbachev’s key dilemma: by
allowing the truth to emerge, it destroyed the founda-
tion of lies on which the communist system was built.
One example: After releasing a map showing that the
government had covered up the actual extent of con-
tamination caused by the 1986 Chornobyl’ nuclear
reactor catastrophe, Moscow confiscated dosimeters
from civil defense units so that people in the affected
areas could not measure radiation levels.

4 The USSR did not formally rescind the communist party’s
monopoly of power until March 1990, but that was a culmina-
tion of a trend that began in 1989.

¢ Timothy Garton Ash.

f Michael Ellman and Viadimir Kantorovich, “The Collapse of
the Soviet System and the Memoir Literature,” Europa-Asia
Studies 49:2 (1997), p. 268.

& Francois Furet, “From 1789 to 1917 & 1989, Encounter 75:2
(September 1990), p. S.

ip Yemelin, “The Army and Politics,” Literaturnaya Rossiya,
14 December 1990, p. 8.
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Scowcroft was not the only skeptic on the Bush foreign policy team.
Secretary of State James A. Baker III observed that “Gorbachev’s strat-
egy, I believed, was premised on splitting the alliance and undercutting
us in Western Europe.”9

Gorbachev’s UN speech caught the US off guard. In late 1988, Dou-
glas MacEachin, the chief of Soviet analysis at CIA, told Congress
straightforwardly that, despite Gorbachev’s initiatives in domestic and
foreign policy, the Agency had “never really looked at the Soviet Union
as a political entity in which there were factors building which could
lead to at least the initiation of political transformation that we seem to
see [at the present time].” He added:

Moreover, had [such a study] existed inside the government, we never
would have been able to publish it anyway, quite frankly. And had we
done so, people would have been calling for my head. And I wouldn’t
have published it. In all honesty, had we said a week ago that Gorbachev
might come to the UN [in December 1988] and offer a unilateral cut of
500,000 in the military, we would have been told we were crazy.lo

Two intelligence Estimates, both written in late 1988, give a “before”
and “after” picture of the Community’s thinking. SNIE 11-16-88, Soviet
Policy During the Next Phase of Arms Control in Europe, November
1988 (Document 12), which appeared on the eve of the Gorbachev
speech, concluded that the Kremlin had substantial political, military,
and economic motives to engage in conventional force reduction talks;
but it also observed that Moscow would prefer “mutual” reductions in
order to maintain the Warsaw Pact’s numerical advantage. An agree-
ment acceptable to the USSR “could take years—and might not even be
possible.”

The second Estimate, issued just after Gorbachev’s UN speech, was
more upbeat on prospects for favorable agreements with the USSR. NIE
11-23-88, Gorbachev’s Economic Programs: The Challenges Ahead,
December 1988 (Document 1), dealt mainly with internal economic
reforms, which, it concluded, were not working and would almost cer-.
tainly fail to produce marked improvement over the next five years.
Even that turned out to be too optimistic. This Estimate was the first
one to underscore the connection between the USSR’s domestic vulner-
abilities and its new foreign policy face. It stated that “Gorbachev needs

9 Baker, The Politics of Diplomacy, p. 70.

10 Cited in Kirsten Lundberg, “CIA and the Fall of the Soviet Empire:
The Politics of ‘Getting It Right,”” Case Study C16-94-1251.0, Harvard
University, 1994, pp. 30-31.
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the many benefits of a non-confrontational international environment,”
adding that this would give the US and its allies

considerable leverage in bargaining with the Soviets over the terms of that
environment on some security issues such as regional conflicts and arms
control and on some internal matters such as human rights and informa-
tion exchange. The margins of this leverage will be set by Moscow’s
determination not to let the West affect the fundamental nature of the
Soviet system or its superpower status.

NIE 11-23-88 was still cautious, however, depicting Soviet weaknesses
as an opportunity for the West to achieve marginal bargaining advan-
tage—not to end the Cold War and the arms race.

Over the spring of 1989, moreover, there was some “new thinking” in
the policy and intelligence debates. Divergent views were reflected in
NIE 11-4-89, Soviet Policy Toward the West: The Gorbachev Chal-
lenge (Document 13), which appeared in April as the administration
was completing its policy review. The Estimate included an unusual
section labeled “Disagreements” in the main text rather than relegating
dissents to a footnote:

There is general agreement in the Intelligence Community over the out-
look for the next five to seven years [i.e., that the US could reach favor-
able agreements with the USSR], but differing views over the longer term
prospects for fundamental and enduring change toward less competitive
behavior:

* Some analysts see current policy changes as largely tactical, driven by
the need for breathing space from the competition. They believe the ideo-
logical imperatives of Marxism-Leninism and its hostility toward capi-
talist countries are enduring. They point to previous failures of reform
and the transient nature of past “détentes.” They judge that there is a se-
rious risk of Moscow returning to traditionally combative behavior when
the hoped-for gains in economic performance are achieved.

* Other analysts believe Gorbachev’s policies reflect a fundamental re-
thinking of national interests and ideology as well as more tactical con-
siderations. They argue that ideological tenets of Marxism-Leninism
such as class conflict and capitalist-socialist enmity are being revised.
They consider the withdrawal from Afghanistan and the shift toward tol-
erance of power sharing in Eastern Europe to be historic shifts in the So-
viet definition of national interest. They judge that Gorbachev’s changes
are likely to have sufficient momentum to produce lasting shifts in Soviet
behavior.

The NIE concluded that the USSR would remain an adversary for the
foreseeable future and would pose serious challenges to NATO unity. It
was sanguine, however, about Gorbachev’s chances for survival and did
not anticipate major changes in Soviet policy even if he left the scene.
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On 12 May 1989, President Bush delivered a speech at Texas A&M
University that incorporated the results of his policy review and rede-
fined US policy toward the Soviet Union. It did not attract a lot atten-
tion at the time—Gorbachev’s dramatic gestures were still grabbing
headlines—but it remains important to understanding the end of the
Cold War. Its theme was that the US should “move beyond contain-
ment” by bringing the USSR into the international community.11 While
offering to cooperate on mutually beneficial issues, President Bush
made it clear that Washington had lingering doubts about Soviet inten-
tions: “[A] new relationship cannot simply be declared by Moscow or
bestowed by others; it must be earned. It must be earned because prom-
ises are never enough.” In effect, the President was challenging
Gorbachev to back up his attractive words with bold deeds.

Gorbachev’s pronouncements fed Cold War weariness at home and
abroad. In April, George Kennan, the doyen of American Soviet-watch-
ers, told the Senate Foreign Relations Committee that the USSR no
longer posed a military threat to the United States. During February and
March, the New York Times had run a series of op-ed columns by lead-
ing experts under the rubric “Is the Cold War Over?” The paper’s
answer was an unqualified yes. In Europe, many began complaining
that the United States, for reasons that were either naive or sinister, was
ignoring an opportunity to end the Cold War. “Everyone was tired of
the Cold War, and some leaders such as British Prime Minister Marga-
ret Thatcher were now declaring it over,” Scowcroft noted.!?

The White House was worried. that “Gorbymania” would lull the West
into a false sense of security. Gorbachev’s well-received pronounce-
ments gave the impression that the Cold War had already ended. But
saying so didn’t make it so. Third World conflicts were still a conten-
tious issue. Scowcroft believed the Soviets had “narrowed” their priori-
ties while intensifying efforts to hold key positions. “Soviet
recalcitrance in the Third World deepened my reservations about Gor-
bachev,” he wrote.!? This was especially the case with Afghanistan,
where the Kremlin’s handpicked ruler, Najibullah, was still in power
thanks to massive Soviet aid, and in Nicaragua and El Salvador, where

1 The full text of the speech is in Public Papers of the Presidents of the
United States: George Bush 1989, Book I January 20-June 30, 1989
(Washington, DC: Government Printing Office, 1990), pp. 540-543.

12 Bush and Scowcroft, A World Transformed, p. 14.
13 Ibid., p. 134.
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Cuba and East Germany had taken up some of the Soviet slack.!* Such
trouble spots led Scowcroft to comment that perestroika looked like a
“Brezhnev system with a humanitarian paint job.”15

Of all the questions raised by perestroika, however, none from the
White House’s perspective was more important than its impact on
Soviet military power—above all its-implications for strategic nuclear
weapons targeted on the US. In his Texas A&M speech, President Bush
had emphasized that deterrence would remain the basis of US defense
policy—and with good reason. NIE 11-3/8-1988, Soviet Forces and
Capabilities for Strategic Nuclear Conflict Through the 1990s, Decem-
ber 1988 (Document 22), concluded that “in terms of what the Soviets
spend, what they procure, how their strategic forces are deployed, how
they plan, and how they exercise, the basic elements of Soviet defense
policy and practice thus far have not been changed by Gorbachev’s
reform campaign” [emphasis added]. The Estimate projected that,
based on current development and deployment efforts, the Soviets
would continue to modernize their strategic forces into the late 1990s.
The bottom line—no observable changes here: “To date, as demon-
strated in the strategic forces programs and resources commitments we
have examined, we have not detected changes under Gorbachev that
clearly illustrate that either new security concepts or new resource con-
straints are taking hold.”'® This did not surprise the estimators, since it
would have required a long leadtime for Gorbachev’s “new thinking” to
make an impact on deployments, plans, exercises, and major programs
in Soviet strategic forces. For this reason, as noted below, changes in
Soviet conventional forces were better indicators of a change in military
policy. The Estimate noted the apparent economic need to reduce mili-
tary expenditures (most of which were spent on relatively much more

14 SNIE 11/37-88, USSR: Withdrawal from Afghanistan; March 1988, (Docu-
ment 11), correctly assessed the Kremlin’s domestic and foreign policy rea-
sons for quitting Afghanistan, noting that withdrawal would be seen both
as a defeat for the “Brezhnev doctrine” and a “triumph for Western policy.”
The Estimate also stated confidently that Najibullah’s regime “will not sur-
vive the completion of Soviet withdrawal even with continued Soviet assis-
tance.” But it did not collapse, partly because the USSR began pouring in
aid in the summer of 1989. The next Estimate, Afghanistan: The War in
Perspective, SNIE 11/37-38, November 1989 (Document 14), came to a
different conclusion, asserting that the Kabul regime, though “weak,
unpopular, and factionalized,” would “probably remain in power over the
next 12 months.” The SNIE included an unusual mea culpa in a page-one
footnote, stating that the previous SNIE, 11/37-88, had “incorrectly fore-
cast that the Najibullah government would not long survive the completion
the Soviet withdrawal and that the regime might even fall before the with-
drawal was completed.”

15 Bush and Scowcroft, A World Restored, p. 155.

16 In his 1988 UN address, Gorbachev had used the term “defensive suffi-
ciency” to describe the proper goal of the Soviet military posture.
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costly conventional forces) and the resulting incentive to achieve for-
eign policy goals through arms control agreements; but it noted that the
USSR remained “more strongly influenced by the requirement to meet
military and political objectives than by economic concerns.” This
assessment jibed with Brent Scowcroft’s reaction to Gorbachev’s UN
speech. He remarked that it contained “little of military significance”
but had, as intended, put the United States on the psychological defen-
sive, creating a “heady atmosphere of optimism.”17

Gorbachev’s ability to move beyond promises soon became clear. His
mission and that of the perestroishchiki, his brain trust of pro-reform
advisers, was to reorganize and revitalize the Soviet system; but to do so
they needed to create a favorable international situation that would
enable them to relieve the material burden of arms competition with the
West. That was their minimum goal. Their maximum objective was to
win Western—and especially American—diplomatic and economic sup-
port for perestroika while trying to maintain—even enhance—the
USSR’s superpower status. Perestroika, in Gorbachev’s view, was the
strategic mission of both foreign and domestic policy.

Gorbachev had entered office determined to scrap old assumptions
about Soviet foreign policy. He, like Scowcroft, had drawn lessons from
the return of Cold War tensions in the early 1980s—and they scared
him.'® One of his first decisions in 1985 was to kick the veteran Soviet
foreign minister, septuagenarian Andrei Gromyko, upstairs to the cere-
monial post of Chairman of the Supreme Soviet.!? Gromyko was the
preeminent symbol of “old thinking”—an advocate of the view that the
USSR would emerge victorious in the Cold War if it continued build-
ing up its arsenal and fostering “progressive” regimes in the Third
World in places like Angola, Ethiopia, and especially Afghanistan.

To replace Gromyko, Gorbachev had chosen Eduard Shevardnadze, a
Georgian apparatchik with virtually no foreign affairs experience but
with a strong committment to “new thinking.” Like Gorbachev and the
other perestroishchiki, Shevardnadze saw a close correlation between

7 Bush and Scowcroft, A World Tfansformed, p- 46.

18 1n the first rough draft of “new political thinking” (his attempt to revise the
precepts of the Soviet foreign and defense policy), Gorbachev told the 27th
Congress of the Communist Party of the Soviet Union (CPSU) in 1986:
“Never, perhaps in the postwar decades, was the situation in the world as
explosive and hence, more difficult and unfavorable, as in the first half of
the 1980s.” See “The Political Report of the Central Committee of the
CPSU to the Party Congress of the CPSU, Moscow, February 25, 1986,” in
Mikhail S. Gorbachev, Toward a Better World (New York: Richardson &
Steirman, 1987), pp. 158-159.

19 See Dmitri Volkogonov, Autopsy for Empire: The Seven Leaders Who Built
the Soviet Regime (New York: The Free Press, 1988), p. 491.
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National Intelligence Estimates

National and Special National Intelligence Estimates (NIEs and
SNIEs) are prepared for the President, his Cabinet, the National Security
Council, and senior policymakers and officials. NIEs focus on strategic
issues of mid- or long-term importance to US policy and national secu-
rity, and SNIEs address near-term issues of more urgent concern. Both
types of Estimates are prepared under the auspices of the National Intelli-
gence Council (NIC), which serves as a senior advisory panel to the
Director of Central Intelligence. The NIC is an Intelligence Community
organization that draws on CIA and other intelligence agencies as well as
outside experts for staffing and for preparing estimates. During 1989-
1991, it was composed of a chair, vice chair, 11 National Intelligence
Officers responsible for a number of geographical and functional areas,
and several staffs and production committees.

Estimates are issued over the signature of the DCI in his capacity as the
head of the US Intelligence Community and represent the coordinated
views of the Community’s member agencies. The final product bears the
statement: This National Intelligence Estimate represents the views of the
Director of Central Intelligence with the advice and assistance of the US
Intelligence Community.

foreign and domestic policy, especially in the elimination of fear—the
foundation of the regime at home and in Eastern Europe. When, for
example, the Polish dissident Adam Michnik asked Shevardnadze why
Soviet foreign policy had changed, he replied: “Why has our relation-
ship to other nations changed? Because our relationship to our own

people has changed.”20

Gorbachev and Shevardnadze knew that they could not immediately
challenge the traditional Cold War advocates in Moscow, especially the

powerful Soviet military-industrial establishment (the so-called “metal-

eaters”) that Nikita Khrushchev had tried and failed to control during

the early 1960s.2! In the short run, they maneuvered around it—as well

as the hidebound Foreign Ministry—by holding foreign policy close to
the vest. But they understood that the source of their domestic problems
as well as their foreign policy dilemmas was the neo-Stalinist political

20° Adam Michnik, “Why Has Our Relationship to Other Nations Changed?—
Because Our Relationship to Our Own People Has Changed,” Gazeta
Wyborcza, 27-29 October 1989, p. 4.

21 After the Soviet collapse, Shevardnadze told Secretary of State Baker that
he and Gorbachev realised when perestroika began that sooner or later they

- would have change the Soviet state but claimed they had no schedule for
doing so. See Baker, The Politics of Diplomacy, p. 568.
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system and its arsenal state, which had led the USSR into a dead end of
low living standards and dangerous military confrontation with the
West. Perestroika, glasnost, and “new thinking” put Gorbachev and
Shevardnadze on a collision course with diehard supporters of the
Soviet political-military empire.

The impact of Gorbachev’s and Shevardnadze’s new policies, how-
ever, was seen first in Eastern Europe. The mounting turbulence in East-
ern Europe was both homegrown and imported from the USSR. As
Soviet Policy Toward Eastern Europe, NIE 11/12-9-88, May 1988
(Document 8) noted, Gorbachev’s efforts to push perestroika on the
other communist countries had “increased the potential for instability in
Eastern Europe.” The Estimate envisioned three “extreme” scenarios:
popular upheaval in Poland, Romania, or Hungary with challenges to
party supremacy and Soviet control; sweeping reform in Hungary or
Poland that might go beyond perestroika; and conservative backlash in
the form of repudiation of Gorbachev’s reform policy in East Germany
and/or Romania. In fact, all three scenarios materialized, but with
national variations and in more sweeping forms than NIE 11/12-9-88
had anticipated. With the exception of Romania, the transitions to post-
communist governments were peaceful, largely because of an
innovative power-sharing model developed in Poland and then adopted
in East Germany, Czechoslovakia, and Hungary. Roundtable talks
between communist leaders and the still amorphous opposition groups
enabled the two sides to reach a mutual understanding: the Commu-
nists would eschew violence and relinquish their monopoly of power in
return for “amnesty” and a share of political power (plus, of course,
pensions and perkszz). There would be no White terror but no Red
repentance either.

The peaceful transitions rested on the fact, noted in the 1988 NIE, that
Gorbachev faced “greater constraints than did his predecessors against
intervening militarily in Eastern Europe.” That judgment was tempered
by the qualification that “in extremis” he would “intervene to preserve
party rule and decisive Soviet influence in the region.” Former foreign
policy adviser Sergei Tarasenko claims, however, that his boss, Eduard
Shevardnadze, made the renunciation of force—beginning with
Afghanistan—the centerpiece of Soviet foreign policy from his first day
at Smolensk Square.23 “Some people fought Gorbachev on this,” he
claims, because it tied Soviet hands. “But the plight of the country

22 See Charles S. Maier, Dissolution: The Crisis of Communism and the End
of East Germany (Princeton: Princeton University Press, 1997), pp. 182-
183.

23 Smolensk Square is the site of the former Soviet (now Russian) Foreign
Ministry.
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meant that the use of force might have precipitated violent colla;z)se. Far
from maintaining the empire, it would have ended in blood.”** Gor-
bachev, however, seems to have believed that the question of using
force to hold the “outer empire” together would not arise, since the East
Europeans would embrace perestroika. According to Anatoly Dobrynin,
Gorbachev’s former Ambassador to the US:

I believe that Gorbachev never foresaw that the whole of Eastern Euro-
pean would fly out of the Soviet orbit within months or that the Warsaw
Pact would crumble so soon. He became the helpless witness to the conse-
‘quences of his own policy.25

The withdrawal of Soviet troops from Afghanistan had been meant to
reassure the West and the East Europeans that they “would not be sent
into another country.”26 For East Europeans, this meant that the so-
called “Brezhnev doctrine” on the permanence of communist rule was a
dead letter.

With the momentous events in Eastern Europe in the summer and fall
and a possibility of ending the Cold War suddenly in sight, the Bush
administration’s focus shifted to Gorbachev’s domestic policy and the
perils of perestroika. For Scowcroft the key questions became:

What was the internal situation in the Soviet Union? What were his rela-
tions with the conservatives, and what was his staying power? These ques-
tions further complicated an already complex calculation, adding to the
difficulty of assessing a tolerable pace of reform, and they remained at the
forefront of every policy decision related to Eastern Europe.27'

The administration was not always pleased by the answers it received
from the Intelligence Community, especially on the touchy issue of
Gorbachev’s prospects.28 One of the first studies prepared for it that
raised the possibility of Gorbachev’s failure was a CIA intelligence
assessment written by the Office of Soviet Analysis (SOVA) in Septem-
ber 1989 and titled Gorbachev’s Domestic Gambles and Instability in
the USSR (Document 2). It argued that the reform program was based
on ‘“questionable premises and wishful thinking” and that the “unrest
that has punctuated Gorbachev’s rule is not a transient phenomenon.

24_ David Pryce-Jones, The Strange Death of the Soviet Empire (New York:
Metropolitan Books/Henry Holt and Company, 1995), p. 115.

2 Anatoly Dobrynin, Irn Confidence: Moscow’s Ambassador to Six Cold War
Presidents (New York: Times Books/Random House, 1995), p. 632.

26 Stanislav Kondrashov, “Turbulent End to the Year Heralding the Start of a
New Era,” [zvestiya, 31 December 1989, p. 5.

27 Bush and Scowcroft, A World Transformed, p. 39.

28 Bruce D. Berkowitz and Jeffrey T. Richelson, “The CIA Vindicated,”
National Interest 41 (Fall 1995), pp. 36-47.
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Conditions are likely to lead in the foreseeable future to continuing cri-
ses and instability on a larger scale.” Further: “By putting economic
reform on hold and pursuing an inadequate financial stabilization pro-
gram, Gorbachev has brought Soviet internal policy to a fateful cross-
roads, seriously reducing the chances that his rule—if it survives—will
take a path toward long-term stability.”” SOVA noted that labor unrest
and food riots posed a serious challenge to the regime and its reform
effort but nevertheless argued that the severest challenge to the Krem-
lin would come from ethnic violence or secessionist movements. The
study anticipated that a Kremlin crackdown “is most likely in the Bal-
tic region, but could also come in the Caucasus, Moldavia, or—down
the road—even in the Ukraine.”

The emphasis on national and ethnic tensions as the Achilles’ heel of
the Soviet empire was prescient. Even Gorbachev, according to virtu-
ally every account by former Soviet leaders, failed to see the explosive
potential of ethnic nationalism. Shevardnadze, a Georgian and there-
fore more attuned to the problem, repeatedly warned Secretary Baker of
the danger that perestroika and glasnost might unleash nationalistic
passions and tensions. He was much more concerned with nationality
than economic issues; with Gorbachev it was just the oppOsite.29

The Intelligence Community'as a whole did not yet share SOVA’s pessi-
mism about Gorbachev’s chances. The Soviet System in Crisis: Pros-
pects for the Next Two Years, NIE 11-18-89 (Document 3), which
appeared in November 1989, was actually optimistic:

Community analysts hold the view that a continuation and intensification
of the current course is most likely and believe that, despite the obvious
difficulties, the turmoil will be manageable without the need for repressive
measures so pervasive that the reform process is derailed [emphasis in
original].

Whereas the earlier SOVA assessment was impressed with Gor-
bachev’s problems, the NIE focused on his still considerable strengths,
particularly his increased “power and political room to maneuver.” The
NIE did not ignore problems facing Gorbachev or their seriousness and
complexity; rather it judged that, based on his track record to date, he
would persevere. It also offered an alternative scenario, which it
deemed “less likely,” in which Gorbachev might use force to hold the
country together.

29 Baker, The Politics of Diplomacy, p. 78.
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Deputy Director for Intelligence John Helgerson argued in CIA’s dis-
sent to the NIE that, even assuming Gorbachev were able to avoid a
crackdown, he would still be faced with increasing instability and
unrest. Helgerson added that

. we believe there is a significant chance that Gorbachev, during the
period of this Estimate, will progressively lose control of events. The per-
sonal political strength he has accumulated is likely to erode, and his
political position will be severely tested.

The essence of the Soviet crisis is that neither the political system Gor-
bachev is attempting to chfange nor the emergent system he is fostering is
likely to cope effectively with newly mobilized popular demands and the
deepening economic crisis.

The dissent concluded that Gorbachev would have to give up his “still
authoritarian vision in favor of a truly democratic one, or recognize his
vision as unreachable and try to backtrack from democratization.” In
contrast to the Community consensus, CIA believed that, come what
may, perestroika was “certain to make the next few years some of the
most turbulent and destabilizing in Soviet history” [emphasis in
original].

- It was not easy for CIA to take such a pessimistic view of Gorbachev’s
future in late 1989. Many in the West euphorically considered him the
only hope for ending the Cold War. “Gorbymania” had become a
worldwide phenomenon. Polls in Europe showed that Gorbachev’s pop-
ularity exceeded that of any Western leader of the 20th century. Time
chose him Man of the Decade, and he received the Nobel Peace Prize
for 1990—a token of the West’s gratitude for his helping to end the
Cold War. Critical assessments in the media and the scholarly journals
were rare.

By late 1989 the Bush administration had reached a consensus on Gor-
bachev and US policy goals. First, Gorbachev was for real; one could
“do business with him,” as British Prime Minister Thatcher had once
put it. Second, the United States should pursue two agendas—one bilat-
eral and focused on issues of mutual concern such as arms control,
regional conflicts, and economic assistance; and the other unilateral,
aimed at reducing the Soviet presence in Eastern Europe and unifying
the two Germanys inside NATO. The administration had doubts about
Gorbachev’s staying power but saw this uncertainty as a reason to move
quickly rather than to wait. The Soviet leader was seen as offering con-
cessions (“moving in our direction” per Scowcroft) because he needed
to stabilize the international sector in order to concentrate on the home
front. His successor might not be so inclined. The goal of US policy
therefore was to lock in as many agreements as possible that would
endure even if a change of leadership occurred.
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Some in the White House began to think outside the box, wrestling with
the implications of Gorbachev’s paradoxical role as both the would-be
savior and the potential destroyer of the Soviet system. On the one
hand, Gorbachev’s determination to end the Cold War and restructure
the Soviet system ,appeared to make possible even more dramatic
progress “across the entire US-Soviet agenda.” Scowcroft credits NSC
Soviet affairs director Condoleezza Rice with this idea. “It was,” he
notes, “both an 'ambitious goal and a distinct and positive departure for
US pohcy”30 On the other hand, pessimism inspired the NSC to begin
considering a future without Gorbachev and the Soviet Union as it was
then constituted. Thus, according to Scowcroft’s deputy, Robert M.
Gates, the CIA’s and the Intelligence Community’s pessimistic assess-
ment inspired the creation of a secret ‘“contingency planmng group,
chaired by Rice, to study the implications of a Soviet collapse Wash-
ington, it seemed, was in the advantageous position of hoping for the
best while being able to prepare for the worst.

The first Bush-Gorbachev summit, held at Malta on 2-3 December
1989, permitted President Bush to use what Sir Michael Howard calls
his “genius for friendship” and “most important of all his friendship
with Mikhail Gorbachev” to advance US and Westem interests.32 (“I
liked him,” the President later wrote of Gorbachev.> ) At Malta, Secre-
tary Baker noted, the “relationship became human and personal, and
through the spring of 1990, as we worked to bring a unified Germany
into NATO, the President’s personal relatlonshlp with Gorbachev was
critical 34 According to Scowcroft, it was a “good start,” and President
Bush noted that the summit “made me confident that Gorbachev was
sincere in his efforts to match his words with actions.’3> The so-called
shipboard summit opened the way for the successful conclusion -of the
Conventional Forces in Europe (CFE) Treaty in 1990 and the Strategic
Arms Reduction Talks (START) in 1991. Gorbachev’s press spokes-
man declared: “We buried the Cold War at the bottom of the Mediterra-
nean” Back in the USSR, however, the diehards were trying to
resuscitate it.

As 1990 opened, Shevardnadze’s aide, Sergei Tarasenko, said that Gor-
bachev and Shevardnadze felt -that they had “to accomplish a huge

30 Bysh and Scowcroft, A World Transformed, p. 41.

31 “CIA and the Cold War,” an address by DCI Robert M. Gates at the Univer-
sity of Oklahoma, International Program Center, 12 Spptember 1997,

32 Michael Howard, “The Prudence Thing: George Bush’s Class Act,”
Foreign Affairs 77:6 (November/December 1998), p. 131.

33 Bush and Scowcroft, A World Transformed, p. iv.
34 Baker, The Politics of Diplomacy, p. 170. o
35 Bush and Scowcroft, A World Transformed, pp. 205, 207.
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maneuver without losing time.” The USSR was in “free fall,” and its
“superpower status would go up in smoke unless it was reaffirmed by
the Americans.” They hoped to reach “some kind of plateau that would
give us time to catch our breath and look around.”3®

The Bush administration was “cautiously optimistic” at ﬁrst National
security adviser Scowcroft thought that 1990 might. be the. year in
which “we could achieve a fundamental shift in the strategic balance. »37
(He was right.) The United States would continue to recognize the
USSR as a superpower but less out of respect for its strength than for
concern over the security implications of its weakness. As Secretary
Baker put it, the task of US policy now was to create a “soft landmg
for a collapsing empire.. ‘ :

1990 was the year in which the CFE Treaty, signed :in November,
changed the military face -of the Warsaw Pact forever.3® A series of
NIEs and NIC memoranda that appeared during 1989 and early 1990
predicted the strategic implications of political and military changes in
Eastern Europe—changes that transformed the geopolitics of the Cold
War. 3 By now the implications of the 1989 Velvet Revolution in East-
ern Europe were clear. In April 1990, NIE 12-90, The Future.of Eastern
Europe, (Document 9), stated flatly that “Communist rule in Eastern
Europe is finished, and it will not be revived.” It added “The Warsaw
Pact as a military alliance is essentially dead, and Soviet efforts to con-
vert it into a political alliance will ultimately fail.” -

The strategic implications for the Pact as well as for NATO were pro-
found. NIE 11-14-89, Trends and Developments in Warsaw Pact The-
ater Forces and Doctrine Through the 1990s, February 1989
(Document 16), measured the most significant change in Soviet general
purpose forces since Khrushchev’s 1960 announcement of a 30-percent

36 Michael R. Beschloss and Strobe Talbott, At the Highest Levels: The Inside
Story of the End of the Cold War (Boston: L1ttle Brown, and Company,
1993), p. 152.

37 Bush and Scowcroft, A World Transformed, p. 205.

38 The CFE talks began on 9 March 1989; an agreement was signed ;Q Paris

on 19 November 1990. The talks, which included all 23 members of the
two alliances, were held under the auspices of the Conference on Security
and Co-operation in Europe. The treaty set limits on five categories of
weapons, including tanks, armored combat vehicles, artillery pieces, com-
bat aircraft, and helicopters. In May 1989, the USSR accepted NATO's pro-
posal for equal force ceilings, which meant that the Warsaw Pact would
have to destroy far more weapons than NATO. :
3 NICM 89-10002, The Post-CFE Environment in Europe, September 1989

© (Document 18); NIC M 89-10003, Status of Soviet Unilateral Withdrawals,
October 1989 (Document 19); and NIC M.89-10005, Soviet Theater Forces
in 1991: The Impact of the Unilateral Withdrawals on Structure and Capa-
bilities, November 1989 (Document 20).
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reduction of the Soviet a.rmy.40 Based on an assessment of planned
reductions in force levels, defense spending, and military procurement,
the Estimate concluded that a 25-year period of continuous growth in
Soviet ground forces had ended, that reductions beyond those already
announced were possible, and that a “resumption of growth . . . [is]
highly unlikely before the turn of the century.” The result: a “drastic
alteration in our forecast of future . . . forces,” since trends, including
reductions in force levels and in defense spending and defense produc-
tion levels, necessitated by perestroika, were beginning to diverge
sharply from existing force development trends. Nevertheless: “For the
period of this Estimate, Warsaw Pact forces . . . will remain the largest
aggregation of military power in the world, and the Soviets will remain
committed to the offensive as the preferred form of operations in war-
time.” (Billboards in Moscow still proclaimed: “The Main Goal of Per-
estroika Is To Strengthen Military Preparedness!”“)

But the impact of the cuts was already making itself felt. In 1985, for
example, the Intelligence Community had estimated that the Pact logis-
tic structure in Central Europe could support an offensive against NATO
for 60 to 90 days. By 1989, that Estimate was reduced to 30 to 45 days,
on the assumption that NATO could hold Pact forces at bay for at least
two weeks. This, in turn, affected one of the most critical intelligence
issues, warning of war or surprise attack by the opposing side. Warn-
ing of War in Europe: Changing Warsaw Pact Planning and Forces,
M/H NIE 4-1-84, September 1989 (Document 17) concluded that:

The warning time we. associate with possible Warsaw Pact preparations
for war with NATO in Central Europe have increased significantly from
those set forth in 1984 . . . . We should be able to provide about four to
five weeks of warning [of the four-front attack that Warsaw Pact planners
would prefer].

A NIC memorandum, NIC M 90-10002, The Direction of Change in
the Warsaw Pact, April 1990 (Document 21) concluded that:

Recent political events in Eastern Europe will further erode Soviet confi-
dence in their. allies. Moscow can not rely upon non-Soviet Warsaw Pact
forces; it must question its ability to bring Soviet reinforcements: through
East European countries whose hostility. is no longer disguised or held in
check [emphasis in original].

40 As one reason for doing so, Khrushchev cited the USSR’s increasing reli-
ance on strategic nuclear weapons, in particular on intercontinental ballistic
missiles (ICBMs). At the time, the USSR had only four operationat
ICBMs. ) :

41 Stephan Sestanovich, “Did the West Undo the East?” National Interest 31
(Spring 1993), p. 29.
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The NIC stated that, in light of the scheduled unilateral withdrawals,
“We now believe that the capability to conduct an unreinforced conven-
tional Pact attack on NATO would be virtually eliminated.” If pending
CFE cuts were taken into account, then Pact forces would be incapable
of conducting a “theater strategic offensive even after full mobilization
of reserves and deployment of standing forces within the Atlantic-to-
the-Urals (ATTU) Zone” i[emphasis in original]. Eastern Europe, in
effect, had been eliminated as a staging area or buffer zone in Soviet
military plans. |
' |

Many consider the Soviet Union’s sudden about-face on German unifi-
cation in mid-1990 a surgrlse a miracle, or a mystery that still eludes a
convincing explanation An inter-agency assessment issued in Febru-
ary 1990, for example, did not even consider the possibility of unifica-
tion, though an April 1990 Estimate anticipated the impact of a united
Germany on Eastern Europe (see Document 9). When asked why Mos-
cow surrendered its most strategically significant dependency without a
fight, the Central Committee’s Valentin Falin, answered: “We are still
wa1t1n§ for the answer to that from Gorbachev. . . . He confided in no

»43 Of all Gorbachev’s decisions, this was the most fateful 44

The decisive moment came at the White House on 31 May 1990 during
the second Soviet-American summit, when Gorbachev unexpectedly
agreed that in principle the Germans had the right to decide their own
future. In his memoirs, Gorbachev claims credit for the idea, but it actu-
ally resulted from prodding by President Bush over the preceding
months. When the President asked whether the Germans had a right to
choose their own alliance, Gorbachev unexpectedly agreed.45 “I could

42 Wisla Suraska, How the Soviet Union Disappeared: An Essay on the
Causes of Dissolution (Durham: Duke University Press, 1999), p. 83.

43 Pryce-Jones, The Strange Death of the Soviet Empire, p. 292.

a4 According to Suraska:

The unification of the two Germanies was the most important event shap-
ing international relations in the second half of the twentieth century. The
Soviet Union’s dissolution can be considered its most immediate geopo-
litical consequence; the Soviet loss of a key strategic position in Europe
triggered the process of territorial retrenchment, pushing the range of
Moscow’s domination back to the East. Suraska, How the Soviet Union
Disappeared, p. 83. ‘

45 For accounts of the White House session, see Bush and Scowcroft, A World
Transformed, p. 282; and Baker, The Politics of Diplomacy, pp. 252-253.
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scarcely believe what I was witnessing, let alone figure what to make of
it,” Scowcroft wrote later.*® Gorbachev’s inadvertent concession—the
biggest he would ever make—set off a “firestorm” within his delega-
tion. When Gorbachev tried to pass the buck to Shevardnadze, he
refused, handing it back to his boss.

- It was West German  Chancellor Helmut Kohl, however, who finally
" nailed down Gorbachev’s concession. Kohl was reportedly stunned,
when, during'a téte-a-téte with Gorbachev in the Caucasian village of
Arkyhz in mid-July 1990, the Soviet leader dropped all conditions on
German unification and NATO membership. As Secretary Baker
recalled, it was “too good to be true.” German unification was a result of
perestroika, the collapse of the East German economy, and “George
Bush’s determination to make German unity one of the crowning
achievements of his presidency.”47 President Bush, according to
Scowcroft, was the first inside the administration and the first Western
leader “to back reunification unequivocally . ;. a point Kohl never
forgot.”48 ‘

The Empire Strikes Back

For the West, these dramatic changes signified a big reduction—if not
the elimination—of the Soviet military threat in Europe. For diehard
Soviet opponents of the Gorbachev-Shevardnadze foreign policy line,
however, they were disastrous. Soviet compromises, or “blunders” as

- the diehards called them, had destroyed the political, geostrategic, and

material basis of Soviet security in Europe and altered the balance of
power. “We have lost virtually all our allies. The lines of our defense
have been moved directly to the lines of our state borders,” complained
one critic.*’ In Washington, NSC staffers wondered how far Gorbachev
. could retreat before crossing some invisible line that would force him to
turn back to the right or risk being overthrown. Now it seemed, he was
close to or already- over that line.

The collapse of communist power in Eastern Europe was a windfall for
the United States, especially in the military-strategic area. But the con-
sequences were also ironic. As much as the East Europeans had hated

46 Bush a'nd'Scowcroft, A World ‘Transformed,« p- 282.
47 Martin McCauley, Gorbachev (London: Longman, 1998), p. 197.
48 Bush and Scowcroft, A World Transformed, p. 188.

49 USSR People’s Deputies N. S. Petrushenko, V 1. Alksnis, and Ye. V.
Kogan, “We Cannot Interpret This as an Accomplishment of Qur Foreign
Policy,” Literaturnaya Rossiya, 12 November 1990, pp. 18-19.
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the political-military alliance system Moscow had imposed on them, it
had the virtue of keeping ethnic and other destructive tendencies in
check. Now things were far less certain. The withdrawal of Soviet
troops placed a tremendous burden on the already strained domestic
economy, where there were neither jobs nor housing for those being
mustered out. The Soviet Army’s presence in Eastern Europe and espe-
cially East Germany was a symbolic and tangible reminder of its vic-
tory in World War 11, and now the troops were returning home without
having been defeated in battle. Forelgn Minister Aleksandr Bessmert-
nykh, a former ambassador to the United States and Shevardnadze’s
successor who would side with the diehards during the August 1991
coup, said simply that the decision to let Germany unite and join NATO
was “one of the most hated developments in the history of Soviet for-
eign policy, and it will remain so for decades.” '

The Bush administration now had to worry about too much rather than
too little success in wresting concessions from Moscow. Gorbachev
needed “face and standing,” President Bush said, especially as every-
thing around him—the emplre the economy, and the Soviet Union
itself—was “falling to pieces.” Summlng up the past year, NIE 11-18-
90, The Deepening Crisis in the USSR: Prospects for the Next Year,
November 1990 (Document 4), stated flatly that the “old communist
order is in its death throes” and that the crisis of perestroika was now
threatening “to tear the country apart”” Gorbachev had even become the
target of popular anger and ridicule. (Even though it was still consid-
ered impermissible to attack him by name in the media, Soviet citizens
in Red Square jeered him off the Lenin Mausoleum reviewing stand
during the traditional May Day parade.) The NIE added: “No end to the
Soviet domestic crisis is in sight, and there is a strong probability that
the situation will get worse—perhaps much worse—during the next
year.” The NIE ovérestimated the extent to which poor economic per-
formance would result in “serious societal unrest and breakdown of
political authority”—as did most of its predecessors—but it also identi-
fied Boris Yel’tsin in the Russian republic as a rising ﬁgure to watch.

NIE 11-18-90 was as remarkable for its candor as for 1ts dire
predlctlons

In such a volatile atmosphere, events could go in any number of direc-
tions. Because of this, the Intelligence Community’s uncertainties about
the future of the Soviet system are greater today than at any time in the 40
years we have been producing Estimates on the USSR. Accordingly, our
projections for the next year will be highly tentative.

0 See Dobrynin, In Confidence, pp. 626-627. ‘
51 Beschloss and Talbott, At the Highest Levels, p. 240.
52 Bush and Scowcroft, A World Transformed, p. 276.
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The Estimate envisioned four possible scenarios for the coming year:
deterioration short of anarchy; anarchy; military intervention; and “light .
at the end of the tunnel.” It concluded that the first scenario was the
most likely, followed by scenario four, i.e., more muddling through
without a breakdown of law and order and without resolving the crisis.
Scenarios two and three, though less likely, were still possible and
would pose the most problems for US-Soviet relations and US efforts to
end the Cold War through negotiated compromises.

For the United States, 1990 was a spectacularly successful year. The
Bush administration had accomplished most of the goals it had set for
both its unilateral and bilateral agendas either through negotiations with
Moscow or as a result of the collapse of the Soviet empire in Eastern
Europe. For Moscow, however, it had been a disaster—‘“one of the most
difficult years in our history,” Gorbachev lamented in the traditional
New Year’s address. But 1991 would be worse—the year the USSR
entered its death spiral.

The implications for US-Soviet relations were obvious to observers on
both sides. Scowcroft observed as early as March 1991: “After so much
rapid progress, the window of opportunity appeared to be closing. It
was time to consolidate our gains.”53 Or as Baker put it, “The stock
market was heading south; it was time to sell.” 4 Pro-Gorbachev
reformers in the Soviet Union took a remarkably similar view. Wrote
senior Izvestiya commentator and pro-reformer Aleksandr Bovin:

If you look at the Soviet Union through the eyes of an “average” US
observer, you get the following picture. A dangerously ailing, weakening
giant. Refusal to take medicine based on democratic prescriptions is ren-
dering the situation virtually hopeless. . . . Gorbachev has fallen hostage to
conservatives of yesteryear who are sharply criticizing his “pan-human”
approaches to foreign policy and his “pro-US” foreign policy course. . . .
The White House in general is being advised to return to the “pre-Malta
era” and play a waiting game rather than submitting new initiatives and to
be more energetic, despite Moscow’s dissatisfaction, in working with the
republics. [In these circumstances] the maximum we can aim for fin US-

3 Ibid., p. 500.
34 Baker, The Politics of Diplomacy, p. 478.
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Soviet relations] is not to slide backwards and to hang on to the things we
have already agreed on.>

Open attacks in the Soviet Union on “Shevardnadze’s foreign policy”
began in October 1990—everyone understood that critics really meant
Gorbachev—and continued to escalate during the next year. (Shevard-
nadze resigned in December, warning of an approaching dictatorship.)
Spearheading the attack was a new parliamentary group called Soyuz
(“Union”), an unlikely alliance of communists, nationalists, and even
monarchists united by “Soviet patriotism” and a common desire to pre-
serve the empire at all costs.

The two most vocal critics were Col. Nikolay Petrushensko and Lt. Col.
Viktor Alksnis. They were Russian pieds-noirs not unlike the French
Algerian settlers who brought down the French Fourth Republic and
later plotted against President Charles de Gaulle. Petrushenko is a Rus-
sianized Belorussian from Kazakhstan, and Alksnis is a Russianized
Latvian born in Siberia.>® (The reform press dubbed the duo the “black
colonels” apropos of their nationalistic and chauvinistic views.) They
spoke for the millions of ethnic Russians living outside historic Rus-
sian lands who now feared that, with rising nationalist and separatist
sentiments and acts of violence directed at Russians, power would
devolve from the center to the republics, leaving them to the tender
mercies of national minorities who considered them alien occupiers.
Soyuz and the colonels were given to apocalyptic visions and supported
the idea of martial law—by constitutional decree if possible or by force
if necessary. Thus, Alksnis in December 1990:

I would compare the present situation to October 1941 near Moscow
[when the German army had reached the suburbs]. There is nowhere to
retreat further. We are faced with a catastrophe—economic, political, and

35 Aleksandr Bovin, “Political Observer’s Opinion: Time Out?”, Izvestiya,
28 March 1991, p. 4. In late 1991 Gorbachev appointed Bovin ambassador
to Israel, after restoring diplomatic ties that had been severed in 1967. As
the USSR began disintegrating, the United States expanded its political
contacts, both with “opposition” leaders such as Yelt’sin in Moscow and
with republic officials. By late 1992, it was clear that Gorbachev’s days
were over, and power had devolved to the republic and local level. See
Baker, The Politics of Diplomacy, pp. 472, 531.

Alksnis’s uncle was commander of the Red Air Force in 1938, when Stalin
ordered his execution as part of the purge of the Soviet military establish-
ment on the eve of World War IL

56
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1nterethmc And this is explamed largely by the mistakes of the country’s
leadershlp

Western observers tended to dismiss Soyuz as a fringe group with little
clout. But it wasn’t.>® It had some 560 adherents in the Supreme Soviet,
and, in alliance with the Communist delegates, represented the over-
whelming majority (700 plus) of members of parliament. More impor-
tant, Soyuz was a mouthpiece for diehards in the party, the military, and
the military-industrial complex. As one pro-reform journalist put it, as
“amorphous though Soyuz is,” the real power behind it was the “imperi-
alist-militarist circles connected to the military-industrial complex, the
conservative section of the party apparatus, and the national-patri-
ots””>® The “black colonels” were perfectly representative in this regard.
Petrushenko was a zampolit, one of 80,000 political officers engaged in
agitprop work in the armed forces, and Alksnis was an engineer
assigned to an aircraft maintenance facility.

Soyuz’s rise paralleled the resurgence in 1990 of the armed forces and
the military-industrial complex and their increased influence on US-
Soviet relations in general and arms control .negotiations in particular.
In 1988, when challenged from the right, Gorbachev had lurched left-
ward. In 1990, he moved in the opposite direction. Gavrill Popov, the
radical reform Mayor of Moscow, said that after Gorbachev returned
from his summer home at Foros in the Crimea in August 1990, the
“apparat resumed pressing him every day. Mainly it was the military-
industrial complex, which gave him an ultimatum. Gorbachev didn’t
desire a confrontation.”®® Gorbachev himself admitted as much in an
off-the-record interview as he was preparing to-resign:

{In June 1990], it would have seemed natural to conclude an alhance with
the democratic forces inside and outside the party. and to wage a final bat-
tle against the reactionaries. And this would have been, in fact, reasonable
from a strategic point; but not from a tactlcal one. It was too soon. The

57 Yemelin, “The Army and Pohtxcs ” Literaturnaya Rosszya 14 December
1990, p. 8

38 Gorbachev took Alksnis seriously enough to order a KGB tap on his office
phone. See “Direct Line: Deputy’s Request by Viktor Alksnis,” in Kras-
naya Zvezda, 27 December 1992, p. 3.

3 A. Kiva, ““Union’ of Obsessives: Political Portrait of a Deputies Group
Aspiring to a Serious Social Role,” Izvestiya, 12 May 1991, p. 3.

60 Tnterview with Moscow City Soviet Chairman Gavrill Popov by Yegor

Yakovlev, “The Times are Getting Tougher,” Moscow News, 28 October—
4 November, 1991, p.7.
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balance of forces in the Politburo and the Central Committee was not
good. The military-industrial complex was still too strong.61

The diehards put the brakes on arms talks, citing both political and
“technical” reasons, and threatened to re-open or even unilaterally cir-
cumvent both the INF and CFE treaties. The Soviets also demanded
revisions and changes in the draft version of the START agreement. US
officials noted that all negotiating teams now included senior military
officers and defense industry representatives, and, in Moscow, arms
proposals were reviewed by committees that included members repre-
sentmg the corporate interests of the military-industrial complex. 62

The diehards attacked Gorbachev’s policy on both conceptual and prac-
tical grounds as a surrender to the United States and a sellout of Soviet
interests. His commitment to “pan-human interests” and a “common
European home,” for example, were derided for undermining the raison
d’étre of the state and the military establishment—hostility toward the
West and expansion of Soviet power and influence. Virtually every
compromise, concession, and negotiated agreement Gorbachev and
Shevardnadze had made to jump-start detente came under fire, ranging
from destructlon of the SS-23 missile® to dismantling of the Krasno-
yarsk radar® to even minor accords, such as the US-Soviet Bering
Strait agreement on demarcation of national boundaries.®

61 Andrei S. Grachev, Final Days: The Inside Story of the Collapse of the
Soviet Union (Boulder, CO: Westview Press/A Division of HarperColhns
Publishers, 1995), p. 170. ~

62 Ibid., pp. 26-27.

63 Gorbachev and Shevardnadze agreed to destroy all SS-23 short-range mis-
siles—even though the terms of the INF Treaty did not require them to do
so—without consulting with the Ministry of Defense.

64 In 1988, when the Reagan administration complained that a large, phased-

array radar located near Krasnoyarsk (Siberia) violated the 1972 US-Soviet
ABM Treaty, the Soviet military denied the US charge, falsely claiming
that the radar’s sole purpose was to track artificial Earth satellites and other
space objects. Shevardnadze’s 1989 decision to admit the truth made him
an enemy of the military establishment,; which considered the decision to
dismantle the radar as capitulation to the United States and a threat to

Soviet security.

85 Diehards claimed that the Kremlin had made unacceptable territorial and

economic concessions by accepting the new demarcation line.
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President Bush’s Open Skies proposal, made in May 1989, was con-
demned for allegedly permitting the United States to monitor Soviet
foreign economic activity and economic “potential,” i.e., weaknesses. %

More sinister allegations followed. Soyuz representatives and even KGB
chief Vladimir Kryuchkov charged that the perestroishchiki were in fact
agents of influence recruited by Western intelligence in the 1970s to
destroy the USSR from within, that Shevardnadze had received subsi-
dies disguised as royalties and speaking fees for his pro-US policy, and
that the United States intended to Balkanize the Soviet Union by
fomenting secession.%”

The diehards drew several conclusions from the events of 1989-1990.
They saw that perestroika in Eastern Europe had not led to commu-
nism’s reform but its rejection, jeopardizing their own future. Then
there was the boomerang effect in the USSR. Gorbachev, an ethnic Rus-
sian, seemed oblivious to it, but Shevardnadze and Tarasenko, both eth-
nic minorities, were not. When Solidarity defeated its Polish communist
opponents at the polls in June 1989, they immediately realized

[t]hat inevitably we will lose our allies—the Warsaw Pact. These countries
will go their own ways. And we even acknowledged between ourselves that
the Soviet Union would not manage to survive. The logic of events would
force the breakup of the Soviet Union, specifically the Baltics . . . 68

With the Baltic republics in ferment and civil wars being fought in the
Transcaucasus, the diehards had more to worry about than just their loss
of allies in Eastern Europe. This is why they eventually resorted to force
in Lithuania and Latvia, a move that was intended to reassert Moscow’s

% President Dwight Eisenhower made the original proposal in 1955; Khrush-
chev rejected it. President Bush revived Open Skies in his 1989 Texas
A&M speech. His plan called for surveillance overflights of unarmed air-
craft over the United States and the USSR to monitor compliance with
arms control treaties and military developments. In 1992, the sixteen
NATO countries, all members of the former Warsaw Pact, and Russia,
Ukraine, and Belarus signed an agreement permitting 42 surveillance over-
flights per year by aircraft equipped with photographic and electronic intel-
ligence collection gear.

67 Kryuchkov made his allegations about agents of influence during a closed

session of the Supreme Soviet, but the KGB leaked a tape of his remarks to
the Leningrad television program “600 Seconds.” See Sergei Roy, “The
Crash of an Empire,” Moscow News, 7 April 1999, p. 4.

68 William C. Wohlforth, ed., Witnesses to the End of the Cold War (Balti-
more: The Johns Hopkins Press, 1996), p. 113.
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National Intelligence and the Soviet Economy

The US Intelligence Community and CIA in particular made a sustained
effort, beginning in the 1950s, to gauge the strength and growth of the
Soviet economy. CIA began reporting on declining growth rates in the
1960s and analyzing their implications in Estimates. That effort contin-
ued, with mixed but mostly positive results, until the USSR disinte-
grated. The Intelligence Community recorded the Soviet economy’s
stagnation and decline in the 1980s, and anticipated the failures of pere-
stroika and the break-up of the USSR in a timely and accurate manner,
even though the message was not always welcome.?

The NIEs and SNIEs reprinted here pay heed to economic factors in the
Soviet collapse without putting them at the center of the story. Most—
certainly not all—Western and Russian experts agree that Gorbachev’s
reforms caused the economy to collapse, not the other way round.® When
Gorbachev took office, the economy was stagnant—though not in crisis—
and most observers expected it to “muddle through” for at least another
decade or two. As one former Soviet economist put it: “This ‘economic’
explanation [of collapse] . . . is, at best, incomplete. Poor economic per-
formance is commonplace in the world, while the peacetime collapse of a
political system is quite rare.”

Finally, two ironies. First, in the 1970s, Soviet economists told their lead-
ership that the final stage of the “crisis of capitalism” had begun. Leonid
Brezhnev’s belief that “capitalism is a society without a future” led him
to step up the arms race and expand Soviet influence in the Third
World—to give history a push in the direction he believed it was headed.?
That, not Gorbachev’s perestroika, was the real beginning of the final
decline. Second, the Central Committee regularly translated (and then
classified) published CIA studies of the Soviet economy, especially those
studies on growth rates and defense spending.® In one case, a CIA study
on the petroleum industry may have led the Soviet leadership to change
an economic policy headed for disaster. One is left wondering what
would have happened if Soviet leaders had taken more CIA studies to
heart.

4 Bruce D. Berkowitz and Jeffrey T. Richelson, “The CIA

Vindicated,” National Interest 41 (Fall 1995), pp. 36-47.

b See, for example, Myron Rush, “Fortune and Fate,” National Interest 31(Spring 1993), pp. 19-25;
Vladimir Kantorovich, “The Economic Fallacy, in Ibid., pp. 35-45; and Lilla Shestsov, “Was the
Collapse of the Soviet Union Inevitable?”, in Anne de Tinguy, The Fall of the Soviet Empire (Boul-
der, CO: East European Monographs/Distributed by Columbia University Press, 1997), p. 76.

¢ Kantorovich, “The Economic Fallacy,” p. 36.

4 Richard B. Day, Cold War Capitalism: The View from Moscow 1945-1975 (Armonk, NY: M.E.
Sharpe, 1995), p. 275. .

¢ Vladimir G. Treml, Censorship, Access, and Influence: Western Sovietology in the Soviet Union
(Berkeley: The University of California at Berkeley, 1999), pp. 36-37.
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imperial domination while destroying perestroika and derailing détente
with the United States. Indeed, Washington felt torn between its sup-
port for Baltic independence and the overriding objective of ending the
Cold War, which now meant keeping Gorbachev in power at almost any
price. Lithuania’s demand in January 1990 for immediate independence
briefly imperiled the second Bush-Gorbachev summit and German unifi-
cation. Gorbachev’s decision in April 1990 to halt oil and natural gas
deliveries to the Baltic republic cost him rapid Congressional action on
Most-Favored-Nation trade status and an opportunity to address Con-
gress during the Washington summit the next month. (Lithuania and
then Latvia would cast even bigger shadows over relations in January
1991, when Soviet paratroops and the elite KGB Alfa detachment—plus
the so-called OMON or Black Berets®®—assaulted and killed peaceful
demonstrators.)

The Persian Gulf crisis was the last straw for the diehards. US-Soviet
joint opposition to Iraq’s occupation of Kuwait was heralded in Wash-
ington as the first test of a new post—Cold War relationship (the so-
called “new world order”). Secretary Baker visited Moscow after the
1991 war specifically to salute Gorbachev and the Soviet government
for their support, but Soviet policy was anathema to the diehards and
many Soviet citizens.’® (It is not accidental that Shevardnadze had
resigned in December 1990 just three weeks after endorsing UN Reso-
lution 678, which called for using “all necessary measures” to force
Iraq out of Kuwait.) Sovetskaya Rossiya, one of Soyuz’s favorite press
outlets, asserted that cooperation with the United States “had ended the
USSR’s existence as superpower.”71 According to the diehards, the
Kremlin had betrayed the USSR’s traditional Arab allies, insulted its 50
million Muslim citizens in Central Asia, allowed the United States to
deploy substantial military forces within 700 miles of the USSR’s
southern borders, and served US oil companies while ignoring Soviet
state interests.’?

69 Special detachment militia units of the Interior Ministry. In this case, the
OMON squads were composed of renegade ethnic Russians and Poles
from the Latvian Interior Ministry.

70 1n his memoirs, however, the former Secretary of State noted that “once the
air war began in January 1991, Soviet efforts to avoid a ground war became
without question our greatest political impediment.” Baker, The Politics of
Diplomacy, p. 396.

7! Cited in Beschloss and Talbot, At the Highest Levels, p. 334,

72 Teresa Cherfas, “Iron Man,” New Statesman (London), 5 April 1991, p. 12.
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The Soviet military establishment was even more disturbed. The US-led
war had destroyed much of the Soviet advanced weaponry sold to Sad-
dam Husayn over the previous decade, making Moscow a silent partner
in Baghdad’s humiliation. As the chief of the Soviet General Staff
noted, the Gulf campaign was in effect a US testing ground for weap-
ons that would eventually be aimed at the Soviet Union.” The Soviet
military withdrawal from Eastern Europe and the CFE Treaty had
added insult to injury moreover, by making it possible for the United
States to redeploy troops, armor, and matériel from Germany to the
Middle East for Operation Desert Storm. Most important, as Defense -
Minister Dmitri Yazov concluded, the Gulf war and the CFE Treaty
taken together signified a basic shift in the “correlation of forces”
between the NATO and the USSR in the West’s favor—a dangerous sit-
uation if Gorbachev’s revised threat assessment of Western intentions
was wrong (something of which Yazov was firmly convinced.74) The
“new world order” Washington was talking about was really “Ameri-
can command in the world arena,” in the diehards’ eyes.

Even professional diplomats, who had supported perestroika - at first,
turned on Gorbachev, suggesting that by 1991 a broad section of the
Soviet establishment—those who were oriented toward saving the
USSR and its superpower status without sharing more extreme views—
no longer supported official policy. Some of the bitterest attacks on
Gorbachev appear in memoirs written later by Georgy Kornienko, for-
merly number two in the Foreign Ministry, who considered- Soviet
cooperation with the United States during the Gulf crisis “craven.”’
Even former Ambassador Dobrynin, whom Gorbachev used as a special
envoy to President Bush on several occasions, was angry and resentful: .

The Soviet Union that Gorbachev inherited in 1985 was a global power,
perhaps somewhat tarnished in that image, but still strong and united and

73 For more than a decade, some senior military officers had been warning of
the need to develop new hi-tech conventional weapons in emulation of the
US before it was too late. Now, their worst nightmare had come true, since
the Gulf war had been a one-on-one engagement of US and Soviet weap-
onry, and it was clear who had won.

74 USSR Defense Minister Marshal of the Soviet Union D. Yazov, “Greatness
of the People’s Feat: Victory, Memory and Truth,” Pravda, 9 May 1991,

p- 3.
75 See G. M. Kornienko, Kholodnaia voina: svidetel’stvo ee uchastmika (Mos-
cow: Mezhdunarodnyee Otnosehniya, 1995), especially Chapter x.
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one of the world’s two superpowers. But in just three years, from 1989 to
1991, the political frontiers of the European continent were effectively
rolled eastward to the Russian borders of 1653, which were those before
Russia’s union with the Ukraine.”®

The Soviet diehards blamed the loss of superpower status on Gor-
bachev’s and Shevardnadze’s “blunders” and give-away foreign policy.
The perestroishchiki countered that it was not foreign policy but the
“universal crisis of socialism” that had undermined the USSR. Tempers
flared as the domestic situation worsened in the Soviet Union.

The Empire Collapses

The most prescient assessment of the late Gorbachev period was a CIA/
SOVA “typescript,” an informal rather than fully coordinated assess-
ment prepared at the request of the National Security Council (Docu-
ment 5). “The Soviet Cauldron,” completed on 25 April 1991,
anticipated that “anti-Communist forces are breaking down the Soviet
empire and system of governance” and laid out conditions in which die-
hards would move to reassert control “with or without Gorbachev.” It
predicted, accurately, that a coup probably would fail. The authors ana-
lyzed the significance of Boris Yel’tsin’s rise, predicting that he was
about to become the first popularly elected leader in Russian history
and would challenge the old order. This assessment was especially for-
ward-leaning on the nationality question, seeing the drive for indepen-
dence and separatism as the most immediate threat to the Union,
especially in the Ukrainian, Belorussian, Georgian, and Baltic Repub-
lics. It played down the economic crisis as a determining factor,
although it noted that the centrally planned economiic system had

76 Dobrynin, In Confidence, p. 615. The loss of empire had a profound effect

on the diehards and many Soviet citizens of diverse political views.

One experienced observer recently noted that during a 1994 symposium

Russian participants tried to explain how:
their deep sense of national pride in the Soviet Unton as a superpower,
equal in terms of military potential to the United States, served as psy-
chological compensation for their material shortages and very low
standard of living. Jan Nowak, “Russia: Isolation or Co-operation?”,
unpublished paper delivered to The Jamestown Foundation Confer-
ence, Washington, DC, 9-10 June 1999, p. 4.
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broken down and was being replaced by a mixture of republic and local
barter arrangements—adding to already strong centrifugal forces.”’

The United States watched the summer’s events with increasing con-
cern. Implications of Alternative Soviet Futures, NIE 11-18-91, July
1991 (Document 6), the last in the series before the coup, began: “The
USSR is in the midst of a revolution that probably will sweep the Com-
munist Party from power and reshape the country within the five-year
time frame of this Estimate.” In fact, this would happen within the next
six months—an incredible period that witnessed the outlawing of the
Communist Party of the Soviet Union (CPSU), the break-up of the
Soviet Union, the formation of the Commonwealth of Independent
States, Gorbachev’s resignation, and the triumph of Boris Yel’tsin. As
in other cases, the tough part was not anticipating what would happen
but when.

NIE 11-18-91 outlined four possible scenarios—chronic crisis; system
change (with Gorbachev holding power in a more pluralistic and volun-
tary union of the republics); “chaotic and violent” fragmentation into
many separate states; and regression (a coup)—without assigning prob-
abilities. The authors did, however, agree that scenarios two and three
were the most likely and that most propitious scenario for the West
would be “system change.” Fragmentation and repression would pose
challenges to efforts to the end the Cold War, either because the United
States would have to deal with several new states and a new kind of
nuclear proliferation or because the ascendancy of hard-liners who
would put the brakes on arms control and negotiations.

The August coup in the Soviet Union and the disintegration of the center
posed new problems for the US Intelligence Community.78 The first
post-coup assessment was SNIE 11-18.2-91, The Republics of the
Former USSR: The Outlook for the Next Year, September 1991

7 According to one account, even though the NSC had requested the paper, it
dismissed its conclusions as having a pro-Yel’tsin bias. Beschloss and Tal-
bott, At the Highest Levels, p. 360. See also Berkowitz and Richelson, “The
CIA Vindicated,” p. 43. Gates notes that the paper clearly warned the
White House that serious trouble was brewing but does not comment on its
final impact. See Robert M. Gates, From the Shadows: The Ultimate
Insider’s Story of Five Presidents and How They Won the Cold War (New
York: Simon & Schuster, 1996), p. 520.

78 John M. Broder, “CIA Scrambles to Evaluate Breakaway Soviet Repub-
lics,” Los Angeles Times, 12 December 1991, p. 14,

N

XXXVvii



(Document 10). It concluded that the “USSR and its communist system
are dead. What ultimately replaces them will not be known within the
next year, but several trends are evident” [emphasis in original]. The
SNIE then spelled out three possible scenarios for the post-Soviet future,
including:

* One: Political and economic “confederation” in which the repub-
lics would coordinate economic, defense, and foreign policies,
while continuing to pursue economic reform. Control over nuclear
weapons would remain centralized, and the West could continue
pursuing improved relations and arms control with the successor
republics.

"« Two: A “loose association” in which several key republics would
break away but maintain a common market. Russia and several
others would attempt to coordinate foreign and military policies,
although a tendency to go it alone and pursue independent policies
would prevail.

» Three: “Disintegration” and collapse of the center. Rising nation-
alism and continuing economic problems would pave the way for
authoritarian governments in some republics. Republics would
fight over operational control of nuclear weapons, and the threat of
such weapons falling into terrorist hands would increase.

The SNIE concluded that the second scenario was the most likely and
the third the least likely over the coming year—three months before the
final breakup. It was right and wrong at the same time. Its authors did
not envision the death of the USSR and the birth of 15 new countries,
although it did project that Russia would play the leading role in what-
ever happened next and that—if Ukraine went its own way—it would
change the equation even more. One reason the drafters may not have
seen what was coming was their tendency to overestimate the impact of
economic problems and underestimate the impact of resurgent national-
ism. It also overlooked the Yel’tsin-Gorbachev duel as a factor motivat-
ing the Russian leader to finish off his rival by finishing off the USSR,
Gorbachev’s last power base.

“A Battle to the Death”

When Gorbachev finally lashed out at Soyuz and, by name, Alksnis and
Petrushenko in mid-1991, he was really engaging proxies rather than
principals. The “power ministers,” Dmitri Yazov (defense), Boris Pugo
(interior), and Vladimir Kryuchkov (KGB) as well as Gennadi Yanaev,
his vice president, were the real threat, as became clear when they
emerged as the ringleaders of the August coup. Gorbachev was not able
to attack them openly not only because the ministers were his

1
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appointees but also because they were “his last remaining power
base.””? Avoiding a political shakeup on the eve of the G-7 summit in
Paris, where Gorbachev hoped to obtain Western economic aid, was
another consideration. In Moscow, Gorbachev had been their political
hostage, but at Foros in August 1991 he became a real hostage. The
coup plotters hoped to prevent the break-up of the Soviet empire by
putting an end to the Novo-Ogarevo agreements for a new Union of
Soviet Sovereign Republics, Gorbachev’s last-ditch effort to keep the
Soviet state intact as a confederation. (They also knew that Gorbachev
was planning to replace them and hoped to keep their positions.go)

Time was running out. The coup not only failed but produced the oppo-
site of its intended effect, setting the stage for Yel’tsin’s final blow of 8
December 1991 (the Minsk agreement), which finished off the USSR
and created the Commonwealth of Independent States. The failure of the
August coup decided the fate of the CPSU, the USSR, and, of course,
Gorbachev and Yel’tsin. But the coup itself was not only about who
would rule the USSR but it was also about the fate of the revolution and
the empire. At stake was whether perestroika would succeed in creating
a civil society, one that would live in peace with its own citizens and the
rest of the world, or return to authoritarianism at home and Cold War
abroad. The situation was, if anything, more polarized than most West-
ern observers realized. As Bovin wrote: “All crucial fronts are now
within the country. Either perestroika triumphs—and we create a demo-
cratic, open, economically efficient society—or we have the inevitable
return to the ‘cold war’ and the arms race.”8! Gorbachev saw the situa-
tion in the same terms, describing his struggle with the anti-reform
forces as a “battle to the death”8? It was, but no one expected it to end
in mutual annihilation.

Ironically, the arms control momentum continued even after the August
coup. The Intelligence Community published the latest version of NIE
11-3/8, Soviet Forces and Capabilities for Strategic Nuclear Conflict

7 See Roy, “The Crash of an Empire,” p. 4.

80 1p April 1991, Gorbachev met with the leaders of nine Soviet republics and
Boris Yel’tsin at Novo-Ogarevo, the Soviet version of Camp David, to draft
a new treaty for a Union of Soviet Sovereign Republics. Gorbachev was
forced to agree to the removal of the “power ministers” as the price of sup-
port from Boris Yel’tsin and the Kazakh republic leader for the Union
treaty. The KGB head of his security detail had bugged the presidential
dacha at Novo-Ogarevo and given the tapes to Kryuchkov. It was the
impending approval of this treaty that prompted the hardliners to attempt to
seize power and maintain the Soviet empire. See Boris Yel’tsin, The Strug-
gle for Russia (New York: Random House, 1994), p. 39.

81 Bovin, “Political Observer’s Opinion: Time Out?”’
82 Grachev, Final Days, p. 170.
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Through the Year 2000 (Document 23) in August 1991. NIE 11-3/8-91
noted that Soviet superpower status was more dependent than ever on
nuclear weapons. (Even “liberal” commentator Bovin admitted that the
“fact we can destroy the United States is kind of comforting and
encouraging in the wake of the Gulf war.”8%) The Estimate predicted
that that the USSR would retain and modernize “powerful, survivable
forces through the next decade.” For example, there were five strategic
ballistic missiles in development as well as two Jand- and three sea-
based missiles. Although the Soviet economy would be unable to sup-
port a sustained, across-the-board buildup comparable to the 1980s,
even for strategic forces, there would be no appreciable impact on the
production or deployment of such forces.

The good news, according to the Estimate drafters, was still the CFE
Treaty, which, by reducing the risk of war in Europe, reduced the risk
of nuclear war growing out of a conflict between the United States and
the USSR. The Estimate nonetheless took a clear-eyed view of the new
and disturbing nuclear realities in an empire facing implosion. The wild
card was separatism. The center might lose control over nuclear-weap-
ons production, R&D facilities, and test sites. The rebellious republics
were withholding or reducing payments to Moscow, which portended
problems aftecting deployment and operation of strategic forces. Ballis-
tic missile early warning was another issue: five of the eight early-warn-
ing radar sites were located outside the Russian Republic—one of the
most important was in Latvia. Then there was the looming problem of
central civilian control to prevent unauthorized use by renegade military
officers or nationalists. NIE 11-3/8-91 gave Soviet security measures
high marks, while adding that, in the event of a military coup, collapse
of the central government, or civil war, all bets were off.

In September, President Bush announced his decision to remove or
destroy all tactical nuclear weapons deployed in Europe and Asia and
on US warships. He also canceled plans to deploy the mobile MX and
Midgetman missiles. US bombers and missiles that were scheduled for
destruction under START were taken off 24-hour alert status.®* The

83 Bovin, “Political Observer’s Opinion: Time Out?”

8 Presidents Bush and Gorbachev signed the START I Treaty during the
Moscow summit of 29-31 July 1991. Gorbachev and Shevardnadze made
three major concessions (over the objections of the military, the military-
industrial complex, and some top diplomatic officials) to get an agreement.
They agreed to complete a treaty without insisting on restrictions on the US
anti-missile-defense program (Strategic Defense Initiative or SDI); they
agreed to dismantle the Krasnoyarsk radar; and they accepted a 50-percent -
reduction in “heavy” SS-18 missiles—the backbone of the Soviet nuclear
deterrent. The two sides agreed to reduce deployed strategic warheads to
no more than 6,000 and launchers (missiles and bombers) to maximum of
1,600. The USSR also accepted a 50-percent reduction in throw weight for
its intercontinental and sea-launched ballistic missiles.
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President also called on the USSR to adopt additional arms control
measures, including elimination of all land- based ICBMs with multiple
warheads.

Gorbachev responded by announcing his intention to dismantle all tacti-
cal nuclear weapons. (See Soviet Tactical Nuclear Forces and Gor-
bachev’s Nuclear Pledges: Impact, Motivations, and Next Steps,
November 1991 (Document 15.) He described this as “racing down-
hill” with the United States in arms control. But it also was a race
against time. As President Bush noted, the international security situa-
tion had changed for the better—especially with the elimination of the
threat of surprise attack in Europe—and it was time to “seize the oppor-
tunity” to reduce nuclear weapons further and stabilize US and Soviet
forces at lower levels.®> But the subtext, on both sides, was the loom-
ing possibility of Soviet imperial implosion and the chance that terror-
ists or renegade military officers might seize nuclear, particularly
tactical nuclear, weapons for use in local conflicts or civil wars. (The
administration’s worst fear was “Yugoslavia with nukes,” a Soviet
empire tom apart by civil war and descending into regionalism and war-
lordism.8®) The United States (and Gorbachev and his supporters in the
USSR) wanted to reach binding agreements while there was still a cen-
tral political authority in the Kremlin.

The fate of the Soviet Union can be traced out in the title and content of
NIE 11-18.3-91, November 1991 (Document 7), Civil Disorder in the
Former USSR: Can It Be Managed This Winter? Some of the dire pre—

\
dictions had come true, and now the US Intelligence Community was,
rushing to assess the consequences—rather than the causes—of pere--
stroika’s failure. The impending death of the Soviet empire was raising
a host of problems that exceeded the old imperial arrangements in their
capacity for threatening to disrupt regional and international stability.
Those problems—fragmentation of the armed forces, control over
nuclear weapons and technology, ethnic tensions and open conflicts,
food and fuel shortages, economic stagnation, and the high potential for
domestic strife and even civil war—made some nostalgic for the
empire. Nightmare scenarios, such as a clash between Russia and
Ukraine, were considered. The pessimistic prediction of the “most sig-
nificant civil disorder in the former USSR since the Bolsheviks consoli-
dated power” fortunately did not happen. For once it was good to be
wrong.

85 'The US and USSR agreed to even deeper reductions in their nuclear arse-
nals in the START II Treaty, which was signed with Russia in January 1993
but to date has not been ratified by the Duma.

' 86 Baker, The Politics of Diplomacy, p. 562.
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The Cold War Ends

American statesmanship, aided at times by perceptive Estimates, was
instrumental in identifying and seizing an opportunity to end the Cold
War and the arms race. Presidents Bush and Gorbachev grappled with
the enormous issues of the day as well as the legacy of the past in an
effort to change US-Soviet relations and, in the process, the postwar
international system. They met three times at bilateral summits and
twice at multilateral sessions.!” In between, they kept up contact
through correspondence and phone calls. Secretary Baker met more
than 20 times with Foreign Minister Shevardnadze and worked closely
with his successor. This intensively personal diplomatic activity pro-
duced numerous formal agreements and informal understandings that,
in effect, led to the end of the Cold War. Most important, perhaps, was
the tacit US-Soviet partnership that helped Gorbachev and Shevard-
nadze in downsizing the overly militarized Soviet state. Some have
attributed the end of the Cold War to impersonal forces rather than
skillful diplomacy or to luck rather than judgment, but the historical
record reveals the main factor to have been a giant effort involving a
handful of statesmen on both sides of the US-Soviet relationship and
recorded in the agreements they reached.

Did the end of the Cold War entail the end of the Soviet system?88 Or
was it the other way around? It is possible to imagine a cold war with-
out the USSR, but it is difficult to imagine a Soviet Union without the
Cold War. “The Soviet empire was created and built for the arms race,
confrontation, and even war with the rest of the world,” according to
civilian defense expert and Duma deputy Aleksey Arbatov.?? As long as
it existed, a return to the Cold War was still possible and perhaps
inevitable.

The ultimate paradox was that détente rather than confrontation led to
the collapse of Soviet power and the breakup of the Soviet Union. As
soon as Gorbachev succeeded in gaining the West’s trust in the later
1980s, he began undermining the Soviet system. That system, noted

87 US and Soviet leaders held 16 bilateral summits from 1961 to 1991.

88 Historian Eric Hobsbawm poses this question in The Age of Extremes: A
History of the World, 1914-1991 (New York: Pantheon, 1994), p. 250.

8 Aleksey Arbatov, “The National Idea and National Security,” Mirovaya
Ekonomika i Mezhdunarodnyye Otnosheniya, 5 (May 1998), p. 8.
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Gen. Dmitri Volkogonov, a reform-minded military officer and histo-
rian, “could exist only by watching its opponents through the cross
hairs of a gunsight, only by digging deeper and stronger defenses, only
by feverishly competing for military superlorlty 0 Once the perceived
Western military threat to Russia was eliminated or was redefined out
of existence, the USSR’s last remaining state purpose disappeared with
it. The Cold War ended when the diehards finally realized that they
could not revive it, and it became irreversible sometime between the
August "91 coup and the December collapse. If the coup had not failed,
or if a subsequent coup—better planned and better executed than the
first—had succeeded, the diehards might well have been able to torpedo
the new détente and restart the Cold War, as they almost succeeded in
doing.

The Estimates and the End of the Cold War

An objective reading of the NIEs and other documents reprinted below
refutes the allegation that readers of the intelligence assessments at the
time of their publication would have come away misinformed about the
direction of events and shape of policies in the Soviet Union. They also
reject the idea that the Intelligence Community ignored the impending
collapse of communism and breakup of the Soviet Union. In fact, the
community was probably ahead of most analysis on this issue. The
Estimates’ focus on perestroika and glasnost as forces that would prob-
ably destroy rather than save the Soviet Union system tracks well with
today’s emerging scholarly consensus on the causes of the Soviet col-
lapse. 91 While most of the world was still seeing Gorbachev as a mira-
cle worker, the Estimates portrayed h1m more as a sorcerer’s apprentice.

The Estimates clarified the debate on Soviet intentions that was ongoing
early in the Bush administration, and they made the appropriate connec-
tion between Gorbachev’s need for stability on the international front
and the opportunity for the United States to negotiate favorable arms

% Dmitri Volkogonov, Lenin: A New Biography (New York: The Free Press,
1994), p. 484.

91 See Robert Strayer, Why Did the Soviet Union Collapse? Understanding
Historical Change (Armonk, NY: M. E. Sharpe, 1998), p. 83, which argues
that Gorbachev’s reform program was the “primary and independent
cause” of the Soviet collapse. Other historians have argued, however, that
the Soviet system contained “fatal flaws” that doomed it from the outset.
See, for example, Martin Malia, Russia Under Western Eyes: From the
Bronze Horseman to the Lenin Mausoleum (Cambridge: The Belknap Press
of the Harvard University Press, 1999), pp. 406-407.
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reduction agreements. The Estimates, like many other commentaries,
may have assigned too much weight to economic factors as a cause of
the Soviet crisis. On the other hand, they perceived earlier than Gor-
bachev himself the essence of the nationality problem as a critical fac-
tor as well as portraying Eastern Europe as the soft underbelly of the
Soviet empire. The military Estimates also documented and anticipated
the profound changes occurring in Eastern Europe as a result of arms
control and political disintegration, giving American policymakers the
confidence they needed to bring the Gulf crisis to a successful conclu-
sion and reach new agreements with Moscow. The strategic Estimates
provided vital information on the absence of basic change in Soviet
strategic programs despite perestroika and, later, on the fundamental
changes resulting from the START Treaty and the host of new problems
raised by the Soviet collapse. All in all, the Estimates stand up well in
the light of what we now know.
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1989

10 January

18 January

20 January

3 February

6 February

15 February

18 February

9 March

26 March

29 March

7 April

9 April
25 April

2 May

Chronology

Central Committee of the Communist Party of the Soviet Union (CC/
CPSU) nominates candidates for the Congress of People’s Deputies (CPD).

Estonia adopts law requiring minorities (i.e., Russians) to learn its native
language within four years. [Lithuania, Latvia, Tajikistan, Kyrgyzstan,
Moldavia, Uzbekistan, and Ukraine later follow suit.]

George Bush inaugurated as 41st President of the United States.

Soviet troop withdrawals from Czechoslovakia begin.

Solidarity and Polish Government start roundtable talks.

Last Soviet troops leave Afghanistan. [Najibullah regime survives until
1992.]

Polish Government declares USSR, not Nazi Germany, was responsible for
1940 Katyn Forest massacre.

Conventional Forces in Europe (CFE) talks begin.
National elections for CPD; many communist candidates are defeated;
Baltic popular fronts sweep elections; Boris Yel’tsin wins 90 percent of

vote in Moscow.

Gorbachev claims that defeat of CPSU candidates shows USSR does not
need multiparty system.

Solidarity legalized, signs agreement on elections in which it can contest 35
percent of seats in Sejm, all in Senat.

Soviet forces attack nationalist demonstrators in Tiblisi, Georgia.
Soviet forces begin leaving Hungary.

Hungarian Government lifts “iron curtain” along border with Austria.
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15-19 May
18 May

25 May

3 June
4 June
10 June

4 July

6 July

7 July

10 July

23 July

22 August

23 August'

24 Augqst

September

10 September

Solidarity.

Gorbachey is first Soviet leader in 30 years to visit China.

Lithuania and Estonia declare sovereignty; Latvia follows on 29 July.

First session of CPD carried live on television; elects Gorbachev chairman;
next day elects Supreme Soviet (standing parliament) from among mem-
bers.

Chinese Army suppresses dissidents in Tiananmen Square.
Interior Ministry (MVD) troops dispatched to quell clashes between Uzbeks
and Meskhetian Turks in Fergana Oblast, Uzbekistan; Solidarity wins land-

slide victory, communists are defeated.

First session of Supreme Soviet opens; Gorbachev visits West Germany,
says of Berlin Wall “Nothing is eternal in this world.”

Gorbachev visits France.

Gorbacheyv tells Council of Europe (Strasbourg) that USSR will not block
East European reform.

Gorbacheyv tells Warsaw Pact leaders they can choose own road to
socialism.

Coal miners strike in Kuzbass (Siberia), then later in Donbass (Ukraine).
Aleksandr Yakovlev, chairman of CPD commission investigating Soviet-
German agreements of 1939, acknowledges that secret protocols divided

Poland and ceded Baltic states to USSR.

Gorbachev urges Polish communists to join coalition government with

o

Two million Balts form human chain linking Vilnius, Riga, and Tallin to
protest Soviet occupation.

First non-communist government in Eastern Europe since 1948 elected in
Poland.

More than 17,000 East Germans flee to Austria via Czechoslovakia and
Poland.

Hungary opens border with Austria, allowing East Germans to flee.
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22-23 September

7 October
7 October
9 October
18 October

27 October

9 November

19 November

27 November
28 November
2-3 December
3 December

4 December
10 December
20 December

24 December

25 December

29 December

Secretary of State Baker, Foreign Minister Shevardnadze meet at Jackson

Hole, Wyoming.

Gorbachev visits East Germany, urges Erich Honecker to adopt reforms.
Hungarian Communist Party becomes a socialist party.

100,000 East Germens march in Leipzig, demand democracy.

Egon Krenz replaces Honecker as East German leader.

Warsaw Pact members endorse nght of self determination, renounce
Brezhnev doctrine. :

Berlin Wall opens.

Georgian Supreme Soviet declares sovereignty; 10,000 attend Civic Forum
rally in Czechoslovakia. S

Supreme Soviet bans censorship of press.

Czechoslovakia abandons leading rele of party.

Bush and Gorbachev meet at Malta. | |

East German government resigns.

Warsaw Pact condemns 1968 invasion of Czechoslovakia.

Non-communist govemment electeel :in\ ACzechoslovakja.

Lithuanian Communist Party declares independence from CPSU.

USSR Supreme Soviet declares secret proteeol to Molotov-Ribbentrop Pact
invalid but does not comment on Stahn s 1940 1ncorp0rat10n of Baltic
states. :

Nicolae Ceausescu, wife executed in Romania.

Vaclav Havel becomes first democratic president of Czechoslovakia.
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1990

11-13 January

19 January
4 February

5-7 February
9 February

13 February

25 February

11 March

13 March

14 March

24-26 March

25 March
9 April

13 April

1 May
4 May

29 May

Gorbacheyv visits Vilnius, Lithuania, in attempt to halt independence move-
ment, says “Our security lies here.”

Soviet troops enter Baku, Azerbaijan, to quell anti-Armenian riots.
Moscow demonstrators demand acceleration of reforms.

Central Committee p]enum approves Gorbachev’s proposal to create USSR
presidency.

Secretary Baker, in Moscow, proposes “Two plus Four” talks on German
unification to Gorbachev.

Four powers agree on “Two plus Four” arrangement.

Demonstrators across USSR attack Gorbachev by name; in Moscow troops
and KGB units stand by as 50,000 to 100,000 march through streets.

Lithuania declares independence; Gorbachev brands move illegal.

Article 6 of Soviet Constitution is amended, eliminating CPSU monopoly
on power.

CPD elects Gorbachev president.

Gorbachev chooses new 15-member presidential cabinet with representa-
tives from right and left.

Estonian Communist Party declares independence of CPSU.

Gorbachev announces he will use new powers to institute economic reform.
Gorbachev embargoes oil and natural gas for Lithuania; government
acknowledges that NKVD, not Nazis, murdered Polish officers at Katyn,
other sites in 1940.

Demonstrators jeer Gorbachev at May Day celebration.

Latvia declares independence; Gorbachev declares act illegal.

Boris Yel’tsin elected chairman of the Supreme Soviet of the Russian
Republic.
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30 May

8 June
12 June
30 June
2-13 July
12 July

15 July

16 July

20 July -

27 July -
1 August
2 August

3 August
8 August

23 August
25 August

9 September

12 September

Bush and Gorbachev open their second summit in Washington; Gorbachev
agrees that “Germans should decide whether or not they’re in NATO.”

Russian parliament declares sovereignty over USSR laws.

Russian republic declares sovereignty.

Gorbachev lifts embargo against Lithuania.

28th CPSU Congress meets, re-elects Gorbachev genéral secretary.
Yel’tsin resigns from CPSU.

Gorbachev and West German Chancellor Helmut Kohl meet at Arkhyz —

(Caucasus); Gorbachev gives final agreement to unified German state in
NATO.

“Ukraine declares sovereignty:

+ 500-Day economic reform plan to create market economy in 17 months

published; Gorbachev rejects it.

Belorussia declares sovereignty.

Gorbachev and Yel’tsin agree to work on economic reform.
Iraq invades Kuwait.

Secretary Baker, Foreign Minister Shevardnadze issue joint statement con-
demning Iraqi invasion.

CPSU issues new program that concedes the failures and mistakes of Soviet
socialism. :

Turkmenistan, Armenia declare sovereignty.

Tajikistan declares sovereignty.

Presidents Bush and Gorbachev meet in Helsinki to discuss Gulf crisis,
agree to try to get Saddam Husayn to withdraw; US privately agrees to
Soviet proposal for a Middle East conference on the Arab-Israeli peace

process.

Treaty on German unification signed; four-power control ends, and
German sovereignty begins.



24 September
3 October

15 October

25 October
30 October
7 November

17 November

19 November

23 November

27 November

1 December

20 December

22 December

1991

2 January

7 January

9 January

Gorbachev granted power to govern by decree.
German unification.

Soyuz parliamentary group attacks Shevardnadze’s foreign policy record as
a sellout to Washington.

Kazakhstan declares sovereignty..

Kirghizia declares sovereignty.

Shots fired at Gorbachev.during national day celebrations.

Supreme Soviet accepts Gorbachev’s proposal for a Soviet of the
Federation, a new government structure with representatives from all
15 republics.

CFE Treaty signed.

Gorbachev issues draft of treaty for a new Union of Sovereign States; most
republic leaders criticize it. '

UN Resolution 678 authorizes use of force against Iraq to liberate Kuwait.

Gorbachev replaces a reformer with a diehard as interior minister; offers
Shevardnadze position as vice president.

Shevardnadze resigns as foreign minister, warns of impending dictatorship.

KGB chief Kryuchkov claims US is masterminding breakup of USSR.

OMON forces (a.k.a. the Black Berets) seize public buildings in Vilnius,
Riga. '

‘Paratroop units sent to 7 republics to enforce draft law, round up deserters.

OMON troops surround Vilnius television tower.
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11 January

13 January

14 January

15 January
17 January

19 January

18 January

20 January

22 January

25 January

6 Febrﬁary; k
9 February

18 February

19 February

OMON, KGB Alpha group, paratroops, and tanks surround main printing
plant, close airport and train station in Vilnius; pro-Soviet “national
salvation committee” formed.

Bloody Sunday I: Army troops seize Vilnius television station, beat and

- fire on demonstrators, killing at least 15; MVD minister Pugo blames

Lithuanians for violence.

Gorbachev denies ordering use of force in Vilnius, claims local “national
salvation committee” requested assistance.V. Pavlov, former finance minis-
ter and opponent of reform, appointed chairman, USSR Cabinet of Minis-
ters (premier) in new presidential government.

A. Bessmertnykh appointed foreign minister. [He would be fired in August
for siding with coup plotters.]

Coalition air war against Iraq (Desert Storm) begins.

Pro-Soviet “national salvation committee” formed in Riga; top economic
adviser to-Gorbachev resigns, claiming reform is not possible in current
situation.

Gorbachev demands US halt bombing of Iraq.

Bloody Sunday II: in Riga, Black Berets attack demonstrators and seize
Latvian MVD headquarters, killing four; 300,000 in Moscow demonstrate
in solidarity with Balts. '

Gorbachev blames violence in Lithuania, Latvia on parliaments; presiden- -
tial decrees order confiscation of 50- and 100-ruble notes, undermining

entrepreneurs and discouraging free market.

Moscow city soviet rations meat, grain, and vodka; Defense Ministry, MVD
begin joint patrols in 7 cities.

Six: rebublicg boycott referendum on Union treaty.
Lithuanians (90%) vote for independence.

Gorbachev meets Iraqi foreign minister, offers to broker agreement to avoid
ground war in Kuwait.

Yel’tsin calls for Gorbachev’s resignation.
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24 February

25 February
26 February

27 February
3 March

10 March
14-16 March
17 March
28 March

31 March
9 April

23 April

12 June

17 June

20 June

30 June

US-led ground war against Iraq begins; hardliners demonstrate in Moscow.

Warsaw Pact members abrogate all military agreements, retain political ties;
pro-reform demonstrators march in Moscow.

Gorbachev denounces “pseéudo-democrats” for bringing country to
“brink of war.”

US-led coalition force liberates Kuwait, halts ground offensive.

Estonians, Latvians vote for independence. -

300,000 demonstrate for Yel’tsin, who denounces Gorbachev’s “constant
lies and deceptions” and calls for “declaration of war against Soviet leader-
ship.”

Secretary Baker, in Moscow, meets Baltic, other republic leaders.

Large majority votes for Union treaty (to preserve USSR) and for executive
presidency.

100,000 pro-Yel’tsin demonstrators defy Gorbachev’s ban, march in
Moscow.

Warsaw Pact officially dissolves.

Georgia declares independence.

Gorbacheyv shifts toward reformers, holds talks with 9 republic leaders
at Novo-Ogarevo to speed up Union agreement, stabilize situation, and
accelerate market reforms.

Yel’tsin elected president of RSFSR.

Vice president Pavlov asks Supreme Soviet to grant him special powers;
with Gorbachev absent, Yazov, Pugo, and Kryuchkov secretly support

attempted “constitutional coup.”

Moscow Mayor Popov warnis US ambassador of impending coup;
President Bush passes message to Gorbachev, who dismisses it.

Last Soviet soldiers leave Czechoslovakia.
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17 July

25:26 July

29 July

1 August

18-21 August

20 August

22 August
24 August

25 August
27 August
29 August
30 August
31 August
2 September

2-6 September

6 September
9 September
21 September

11 October

Presidents Bush and Gorbachev complete Strategic Arms Reduction
(START) Treaty at London G-7 meeting; Gorbachev asks for but does not
receive economic aid. ‘ N

CPSU adopts “social democratic” program.

US-USSR sign START Treaty during Moscow summit; announce
co-sponsorship of Middle East peace conference.

President Bush visits Kiev, meets independence leader Kravchuk.
“State Committee for the State of Emergency” attempts coup against
Gorbachev, Soviet government; Yel’tsin denounces coup as illegal,
organizes resistance; Gorbachev is held in seclusion at home in Foros.

Mass demonstrations in Moscow and Leningrad against coup.

Gorbachev returns to Moscow from Foros and resumes duties as head of
state. ‘

Gorbacheyv resigns as head of CPSU, suspends its activities; Ukraine
declares independence.

Belorussian Supreme Soviet declares political and economic independence.
Moldova (former Moldavia) declares independence.

USSR Supreme Soviet bans CPSU.

Azerbaijan declares independence.

Kyrgyzstan (formerly Kirghizia), Uzbekistan declare independence.

US recognizes independént Baltic .countries. |

Fifth extraordinary session of CPD calls for new treaty on Union of Soviet
Sovereign States.

Georgia severs all ties to USSR; Leningrad renamed St. Petersburg.
Tajikistan declares independence.
Armenia declares independence.

USSR State Council breaks up KGB into 5 separate organizations.
/
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19 October
30 October

4 November

6 November
19 November
1 Decembe.r'
3 December

7-8 December

15 December
16 December
17 December

21-22 December

25 December

31 December

Gorbachey, eight republic leaders sign treaty on economic union.
Presidents Bush, Gorbachev meet at Madrid Middle East peace conference.
Republic leaders meet with USSR State Council, abolish all. USSR
ministries except defense, foreign affairs, railways, electric power, and
nuclear power. ‘

Yel'tsin abolishes Russian Communist Party, confiscates assets.

Gorbacheyv reappoints Shevardnadze foreign minister.

Ukraine votes for independence.

Gorbacheyv calls for preservation of USSR; Yel’tsin recognizes Ukraine.
Presidents of Russia, Ukraine, Belarus meet secretly at Belovezhskaya
Pushcha (Belorussia), sign Minsk agreement abolishing USSR and forming
Commonwealth of Independent States (CIS); Gorbachev brands it
“dangerous and illegal.”

Baker in Moscow, meets Gorbachev, Yel’tsin.

Kazakhstan declares independence.

Gorbacheyv, Yel’tsin agree USSR will cease to exist by 1 January 1992.

Eleven former republic leaders meet at Alma Ata (Almaty), agree to
expand CIS.

Gorbacheyv resigns; Russian flag replaces Soviet over Kremlin.

USSR officially ceases to exist under international law.
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Appendix

National Intelligence Estimates and Intelligence
Assessments at the National Archives and
Records Administration

The following declassified estimates, assessments, and memoranda may be
of interest to readers. They are available from the National Archives and
Records administration, Records Group 263 (Records of the Central Intelli-
gence Agency). Much of this material is also available on the Internet at
http://www.foia.ucia.gov. Click on Historical Review Program.
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Key Judgments

We believe that Gorbachev’s efforts at reviving the Soviet economy will
produce no substantial improvement over the next five years, although his
efforts to raise consumer welfare could achieve some modest results. Soviet
attempts to raise technology levels will not narrow the gap with the West in
most sectors during the remainder of this century.' (cry

Gorbachev’s economic program has so far failed consumers, who, accord-
ing to anecdotal evidence, probably feel somewhat worse off now than they
did when Gorbachev assumed power in 1985. To improve consumer
welfare, Gorbachev has begun to place more emphasis on housing, food
processing, and light industry; and the defense industry is being told to
increase its production for consumers. Gorbachev has also sought to expand
the private and cooperative sectors through long-term leasing arrange-
ments in both agriculture and industry. These initiatives are the ones that
are most likely to improve the quality of life in the Soviet Union over the
next five years. &Ny

Gorbachev’s effort to reform the country’s system of planning and
management and to improve the country’s capital stock is going poorly. IlI-
defined reform legislation, interference by ministries, and piecemeal
implementation are creating disruptions and preventing progress. Reforms
already planned in the state sector will probably be implemented slowly.
Sharp moves toward a market economy would be very disruptive and would
jeopardize popular support for his programs. Nevertheless, Gorbachev has
often dealt with setbacks by adopting radical measures, and we cannot rule
out an effort to move rapidly toward a market economy in the state sector.

AoNF—

To promote growth of private enterprise, Moscow must aliow more
flexibility and reliance on the market for leasing and cooperative arrange-
ments in order to increase significantly the production of goods and
services for consumers. A resentful public and skeptical bureaucracy will
make this difficult. Lease contracting in agriculture will remain bound by
centrally directed procurement targets, reliance on state supplies, and a

! The Director, Defense Intelligence Agency, believes that this uneven performance could
include sufficient improvement in the Soviets’ economic and technical base to facilitate
Sulfillment of future military requirements. Moreover, since the Soviets already lead in
several key defense technologies, they should be able to continue assimilating technology
gains in this sector.{aerf

iii
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recalcitrant bureaucracy. The comparatively high prices of privately
supplied goods will spur inflation. An added problem for Moscow is that
these reforms probably will be most successful, at least initially, in non-
Russian areas such as the Baltic states and the Caucasus ~(e-~Ng—

We do not foresee a large, sustained increase in Soviet imports from the
West. The Soviets may increase borrowing to perhaps $3-4 billion net per
year over the next few years. Even a much larger surge in borrowing from
the West, which we think is unlikely, would not aid the overall economy
substantially or ameliorate the resource competition between the military
and civilian sectors. A few industries may benefit, however &8

We judge Gorbachev will divert additional resources from defense—
including managers, equipment designers, investment funds, and plant
capacity—to his civilian programs. While we recognize there is some
redundant defense plant capacity, significant increases in the production of
goods for the civilian sector would require a diversion of resources from the
military. Diversion from defense to civilian objectives will escalate conflicts
over resource allocation because it could delay upgrades to weapons plants,
thereby postponing the introduction of new systems. Clearly there are
strong economic pressures for major reductions in military spending.
Striking the right balance will involve many leadership arguments and
decisions over the entire period of this Estimate. In any case, the large-
scale modernization of Soviet defense industries in the 1970s has already
put in place most of the equipment needed to produce weapon systems
scheduled for deployment through the early 1990s.24e#)~

Moscow will press harder on Eastern Europe for more and higher quality
machinery and consumer goods, for greater participation in joint projects,
and for greater contributions to Warsaw Pact defense. Such demands will
produce only marginal benefits for the USSR because of real economic
constraints in Eastern Europe and the reluctance of its regimes to increase
their help to the Soviets.{e-NF

There is some chance that Gorbachev’s economic programs may not
survive. Disruptions, such as widespread reform-related work stoppages or
a drastic drop in performance indicators, might strengthen conservative
opposition. Such trends, coupled with continuing nationality turmoil, could
force the leadership into a major retreat.{c-bsy—

2 The Director, Defense Intelligence Agency, holds an alternative view that a critical
distinction must be made between near-term resource allocation trade-offs that can be
made without significantly disrupting current defense procurement, and those of the longer
term where a downward turn in defense spending trends may result in reordering or
stretching out of weapons procurement. {Ser—"
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Given the severity of Soviet economic problems, Gorbachev needs the
many benefits of a nonconfrontational international environment. This
gives the United States and its allies considerable leverage in bargaining
with the Soviets over the terms of that environment on some security issues
such as regional conflicts and arms control and on some internal matters
such as human rights and information exchange. The margins of this
leverage will be set by Moscow’s determination not to let the West affect
the fundamental nature of the Soviet system or its superpower status.?

L T

* For a fuller discussion of these issues, see SNIE 11-16-88, Soviet Policy During the Next
Phase of Arms Control in Europe, November 1988; NIE 11-3/8-88, Soviet Forces and
Capabilities for Strategic Nuclear Conflict Through the Late 1990s (Volume Ij, December
1988; and the forthcoming Estimates NIE 11-14-88, Trends and Developments in Warsaw
Pact Theater Forces and Doctrine, 1988-2007; and NIE 11-4-89, Soviet Strategy Toward
the West: The Gorbachev Challenge (cawy—
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Discussion’

The Need for Change

A simple growth formula—ever increasing inputs of
labor and capital—resulted in rapid economic gains
for the Soviet Union in the postwar era. This postwar
system placed heavy stress on quantity rather than
quality. Because there was an abundance of low-cost,
readily available resources, there was little concern
for efficiency and productivity. As the USSR moved
out of the reconstruction phase in the 1960s, this
growth formula became less effective. Labor supply
growth slowed, ever larger expenditures were required
to exploit natural resources, and the inefficiencies
inberent in central planning became more acute as the

economy grew. {G-NFJ~

Military spending also has increasingly hindered eco-
nomic performance. To support the military effort,

Soviet defense industry became the most technologi-
cally advanced and most effective sector of the econo-
my. This effectiveness was due primarily to the
priority that created the institutional mechanism
rather than greater efficiency. The defense industry
has been at least as inefficient and wasteful as the

civilian sector. (C¥Fy™

As a result of these factors, GNP growth slowed from
rates that were closing the economic and technologi-
cal gaps with the developed West during the 1950s
and 1960s to a range in the 1980s that allowed little
expansion of per capita output and stymied progress
in narrowing the technology gap. The large and still
growing burden of defense coupled with increasing
demands for investment in areas such as energy and
agriculture allowed no room for major increases in the
quantity and quality of consumer goods and services.

Moscow created an institutional mechanism reaching _{c-ry

from the highest state bodies down through layers of
administrative control to individual enterprises, thus
ensuring priority to defense programs. As a result of
this priority, the defense sector’s share of national
output grew and by the mid-1980s consumed 15 to 17
percent of GNP. The incentive structure—wages,
bonuses, perquisites—was designed to favor those who
worked in or supported the defense industry. The
defense sector was given priority access to raw materi-
als, machinery and equipment, subcomponents, scien-
tists, engineers, and skilled workers, preempting con-
sumption and investment in the civilian sector. The

* General Secretary Gorbachev's efforts at reforming the political
and economic fabric of the Soviet Union have been under way for
more than three years. This Estimate reviews the progress of his
economic strategy, identifies the conflicts inherent in his approach,
and assesses the outlook for reform over the next five years. The
Soviet leader has set in motion a dynamic process whose outcome
cannot be predicted with confidence. There will continue to be
major aiterations in the game plan, and a conservative reaction to
the strains unleashed by the current effort is possible. What is clear
is that the very fabric of Soviet ideology and institutions is being
questioned more than at any time since the revolution, and in the
Soviet Union there is a general consensus that retreating to the
economic and political path existing when Gorbachev took over is

not tenable. (Cay™

Brezhnev's successors, then, were saddled with:

* An antiquated industrial base and a defense sector
that was siphoning off high-quality resources need-
ed for economic improvement.

* An energy sector beset by rapidly rising production
costs of oil, its major fuel.

» Levels of technology that, for most areas, substan-
tially lagged those of the West.

« Inefficiencies inherent in the conflict between ever
more central planning and control and an increas-
ingly large and complex economy.

* An inefficient farm sector that, despite large invest-
ments, still employed 20 percent of the Soviet labor
force compared with only 5 percent in the United
States.
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Figure 1
USSR: Low Living Standards

Soviet iption as a per
of US consumption, 1983

Figure 2
USSR: Lags in Key Technologies
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+ A hidebound, corrupt bureaucracy and inflexible
planning system that failed to provide the proper
signals for production and investment, retarded
scientific-technical innovation, and encouraged high
costs and massive waste of resources.

A Bold Action Plan

Gorbachev recognized the *“pre-crisis” urgency of
these problems and initiated a bold strategy to deal
with them. He grouped his efforts to revive the
economy under the broad rubric of perestroyka, a
term that includes three major economic elements—
tighter economic discipline, industrial modernization,
and economic reform. The goal of these actions, we
believe, is to develop an economic environment capa-
ble of:

« At least containing, if not narrowing, the growing
gaps in technology and economic performance with
the West, thereby also enabling Moscow to main-
tain its military competitiveness.

ret

¢ Achieving major improvements in consumer welfare
to gain the cooperation and support of the masses
for perestroyka and to maintain regime legitimacy.
Gorbachev and other Soviet leaders recognize that
reaching these economic goals will take years, possi-
bly decades, and that progress toward them could be
greatly facilitated by a more nonconfrontational inter-
national environment. Gorbachev’s efforts in arms
control, his political initiatives, and the campaign to
refurbish the USSR’s image are intended to achieve

such an environment, (Ca—

When Gorbachev first assumed office, he concentrat-
ed on extending and intensifying Andropov’s disci-
pline campaign. His “human factors” initiatives—
discipline, temperance, and improved work incen-
tives—were intended to raise labor productivity and
to increase economic growth for the first two or three
years of the 1986-90 Five-Year Plan while industry
retooled. He also removed many inept and corrupt
managers and officials and attempted to rationalize
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Figure 3
USSR: Per Capita Consumption in a
Global Perspective, 1985
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the organizational structure of the bureaucracy by
trimming slots and rearranging and combining func-
tions.

Gorbachev argued that industrial modernization was
the key to long-lasting improvement of the USSR’s
economic situation. His program was aimed at the
massive introduction of new machinery and the rapid
retirement of old equipment. This depended heavily
on major improvements in the machine-building and
metalworking sector that manufactures producer and
consumer durables and military hardware. (See inset,
“Machine Building—The Focus of Gorbachev’s Mod-
ernization Plans.” ) (Ger]™

Gorbachev’s boldest proposals were focused on eco-
nomic reform of planning and management. These
changes—contained in the Basic Provisions for Fun-
damentally Reorganizing Economic Management, the

Law on the State Enterprise, and 11 decrees—were
approved at the Central Committee plenum in June
1987. This set of documents, together with decrees
adopted over the last three years that expanded the
role of the private sector, represents a design for the
most comprehensive reform of economic management
in the Soviet Union since the introduction of Stalinist
central planning in the late 1920s. The plan goes well
beyond the “Kosygin” reforms adopted in 1965 (see
annex A). The reform package is scheduled to be
“almost fully” in place by the beginning of 1991—the
first year of the 13th Five-Year Plan—and major
parts of the package are already in effect. (See the
table on pages S and 6.) (CoH—

Clearing the Political Track

Gorbachev also proposed reforms of the political
system in part because of the ability of the entrenched
state and party bureaucracies to defeat past efforts at
economic reform. He aims to decentralize the political
system to circumvent the resistance to reform at the
top and middle levels of the leadership—groups that
have forced him to compromise and slow implementa-
tion of his programs. The reforms place more deci-
sionmaking authority at the local level in hopes of
making the system more responsive to local economic
signals than to administrative dictates from the top.
His program for “democratization” is designed to
produce a more participatory political culture—en-
couraging local officials to take initiative to resolve
problems and giving the populace a greater say in

decisions (C-NF~

At Gorbachev’s initiative, measures were approved by
the national party conference in June 1988 to reduce
the size of the party apparatus, force local party chiefs
to stand for election as head of the regional soviets,
and give the soviets new authority. These measures
aim at diminishing the ability of local party chiefs to
block controversial reforms and sensitizing local lead-
ers to popular sentiment on such economic issues as
more and better food and consumer goods. Glas-
nost—an element of political reform in the broadest
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Machine Building—The Focus of Gorbachev's
Modernization Plans

Gorbachev has argued that the key to long-lasting
improvement of the USSR’s economic situation is
the continuous introduction of increasingly pro-
ductive machinery and equipment. The moderniza-
tion program, therefore, depends heavily on im-
provements in machine building and metal-
working—the sector that produces these producer
durables, as well as consumer durables and mili-
tary hardware. The ambitious targets of the 1986-
90 plan reflect the sector’s importance:

e Output is to increase by 43 percent during the
period 1986-90.

o Targets for high-technology equipment are even
higher. Planned growth rates are especially high
Sfor numerically controlled machine tools (125
percent), robots (225 percent), and processing
centers (330 percent).

Quality and technological levels are to improve
dramatically. By 1990, 85 to 90 percent of the
most important types of machinery output will
be up to “world technical levels,” compared with
13 to 15 percent for civilian machinery in 1986.
New machinery is to be at least 50 to 100 percent
more productive and reliable than previously
produced equipment.

New machinery is to be introduced more quickly
than in the past—by 1990, 13 percent of
machine-building output is to be in its first year
of production, up from 3 percent in 1985.

By 1990, 60 percent of the sector’s own machin-
ery is to be new—that is, brought on line during
the preceding five years. To reach this goal,

investment in civil machine-building ministries is

to rise by 80 percent. Meanwhile, the withdraw-
al rate for old capital goods is to double by
1990, while the withdrawal rate for machinery
is to quadruple,

Machine building’s struggle to meet these goals
was hindered, in part, by the quality control
program and new financial arrangements intro-
duced in 1987:

¢ Production of numerically controlled machine
tools showed no growth in 1987, and production
of industrial robots declined.

o While newly introduced machines represent
about 9 percent of output, the Soviets admit to a
general lack of progress in meeting “world
standards.”

o The pace of both investment and machinery
retirements has slowed markedly from the plan
guidelines

Though machine builders will not reach their 12th
Five-Year Plan targets, the leadership has taken
steps to revitalize modernization by refocusing
resources on priority areas including machinery
for consumers, the food program, transportation,
and construction. At the same time, the plan calls
for an intensification of the development of ma-
chine tool building, instrument building, electron-
ics, and electrical equipment—the same industries
targeted for preferential development in the origi-
nal 12th Five-Year Plan goals. (s~
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Soviet Economic Reform: A Status Report

Reform Major Purposc 1989 Goals 1988 Results Final Objective
Enterprise Enterprises will bear full 100 percent of industry and 60 percent of volume of ~ Same as 1989 goals.
self-fi i i ibility for agriculture; “hope™ to com-  output in the economy,

the results of their activity. plete changeover of nonpro

Investment will be financed  duction sphere to same

less through budget alloca- principles.

tions and more through en-

terprise’s own resources and

= bank credits.

Regional/ Republics and local govern-  Estonia, Latvia, Lithuania,  Not yet introduced. Expansion to un-

local self- ments will have greater role  Belorussia, Moscow City, named regions.

financing in forming their own bud- Tatar ASSR, and Sverd-
gets and will be expected to  lovsk Oblast (RSFSR).
balance revenues and expen-
ditures, Revenues will be
formed from taxes levied on
enterprises within the region
or locale to fund social/

Planning Enterprises will produce a All enterprises and associa-  State orders made up 86  State orders are to
portion of their output in tions. State orders are 10 percent of industrial “eventually” drop to
compliance with mandatory  make up an esti d 40 producti 20 to 25 percent of
state orders and will be giv-  percent of industrial total production.
en greater latitude in deter-  production.
mining the remainder.

Supply Only “scarce™ producer Approximately 10 percent QOver 4 percent of total Wholesale trade re-
goods and supplies for state  of total industrial produc- industrial production op-  form to cover more
orders will continue to be tion; 50 to 55 percent of erated under wholesale than 70 percent of
rationed by the state, Other  sales through state supply trade. sales through state
supplies will be networks.» supply networks by
through a wholesale trade 1992
system that will allow frec
purchase and sale under di-
rect contracts between pro-
viders and users.

Wages Entire wage and salary No announced goal. 1988 No information. All industrial sectors
structure in the production goal was 60 to 70 percent of by end of 1990.
sector will be overhauled, the work force. (May not be
but increases are dependent  expanded because of con-
upon enterprise’s ability to cern that wages are being
finance them and are tied to  increased more than in-
increases in labor produc- creases in labor produc-
tion. tivity.)

Bank D lizes bank deci- Codification of banking Limited decentraliza- After price reforms

i ki what and practice through new bank-  tion. Some flexibility in are implemented.

clevates the role of econom-
ic criteria in extending
credit.

ing legislation.

Forcign trade

Footnotes appear at end of table.

Allows selected enterprises
to engage directly in foreign
trade and keep portion of
foreign currency earned,

Unannounced.

11

negotiating lending
rates. Assumed role of
liquidators in cases of
insolvency.
Was 10 be 26 percent of
all imports and 14 per-
cent of all exports. (Im-
plementation behind
schedyle,)

No date given.
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Reform Major Purpose 1989 Goals 1988 Results Final Objective
Wholesale Will be revised to better re-  Not scheduled to be Not scheduled to be Industry, transporta-
ns by 1 January
and agriculture by 1

1991,
Retail prices Whole economy, pre-

retail by 1991,

—— .

+ This goal was moved up to 1989 from 1990. In 1987, the stated
1989 goal was to be 30 percent of sales through state supply
networks operating on wholesale trade.

® This goal was slightly reduced. In 1987, the stated 1992 objective
was for wholesale trade to cover 80 percent of sales through state
supply networks.

Fre~tebleisCanfideatial Naforn.

sense—encourages the critical reexamination of eco- Loopholes in the reform legislation—the result of

nomic history and the Stalinist system’s ideological compromise between those who wanted a radical

foundations and provides a new set of precepts that decentralization of economic decision making imme-

support the devolution of economic and political pow- diately and those who preferred a more traditional,

er. (See inset, “Challenging Accepted Norms.”){eNF) cautious approach—have allowed the ministries and
the planning bureaucracy to resist change and have
postponed the advent of market forces:

Slow Progress

¢ For example, although obligatory plan targets cov-

Implementation of Gorbachev’s program is off to a ering an enterprise’s entire range of output have
rocky start. This is particularly true of his attempts to been replaced by a system of “nonbinding” control
reform the system of planning and management. figures and mandatory state orders, during the first
Ministries have not clearly apprised enterprise man- year of implementation, state orders levied by Gos-
agers of their new tasks and responsibilities. Detailed plan and the ministries often took all of an enter-
instructions have not been issued, nor have chains of prise’s output. In an effort to solve this problem,
command in new organizations been delineated clear- ministries are prohibited from issuing state orders
ly. Enterprise managers remain reluctant to take risks during 1989, and Gosplan is instructed to reduce
and to focus on quality and innovation because pres- state orders by one-half to two-thirds.

sure remains to meet quantitative targets set in the
extremely ambitious original five-year plan. (C NF)
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Challenging Accepted Norms

Initiatives

Initiatives to make enterprises more fi-
nancially independent would inevitably re-
sult in the bankruptcy of inefficient firms.

Wage reform would tie rewards more
closely to individual production results
and would give greater rewards to prafes-
sionals and skilled workers.

Retail price reform would reduce govern-
ment subsidies and bring supply and de-
mand more into line.

Wholesale price reform would allow
prices to reflect changes in resource scar-
cities and consumer demand.

Expansion of the private sector to increase
the availability of consumer goods and
services would unleash private initiative.

Workplace democratization would allow
the workers to elect their managers and
workers councils, giving them a greater
stake in the collective's success.

The cooperative movement in agriculture
would give the farmer a personal interest
in using the land more efficiently by al-
lowing him to contract with the farm and
to pocket the profits.

Conflicts

This creates major uncertainties for workers, who face
unemployment andjor retraining, and for the manager, a
member of the privileged elite, who has typically spent his
entire career at the same plant.

This eliminates wage leveling and creates pressures 1o fire
redundant workers, thus conflicting with the social con-
tract.

While needed ultimately for long-term reform, it would
weaken the safety net that gives the poorest segment of the
population assured access to necessities such as food,
housing, and health care.

It would allow the market more influence over Soviet
economic activity, increasing the potential for its reputed
evils—inflation, unemployment, “unearned” profits, and
cyclical fluctuations.

It encourages qualities previously eschewed in the making
of the “new Soviet man'—self-interest, competition, and
“money-grubbing’—while it chips away at state ownership
of the means of production.

Democratization violates the Lenin-ordained principle of
one-man plant management and gives the workers a greater
potential to challenge the role of the party in the economy.

It appears to be at variance with the raison d’etre for
collectivization—the submergence of the individual to the
group and a mechanism to transfer dividends from agricul-
ture to other sectors.

«—Gonfidentini-Paforn
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» Under the new conditions of “self-financing,” enter-
prises are to finance operating expenses and some
capital expenditures out of their own revenues and
bear the full economic responsibility for their ac-
tions. However, the amount of revenues they are
permitted to keep and the distribution of these
resources among investment and incentive funds
remain under the control of the ministries. As a
result, the ministries are able to juggle these ac-
counts and use the earnings of profitable enterprises
to bail out the unprofitable ones.

In the area of foreign trade, a “‘stage-by-stage”
convertibility of the ruble is planned, starting with the
currencies of the countries belonging to the Council
for Mutua! Economic Assistance. Enterprises also are
being given broader rights to keep part of the foreign
exchange earned from exports. However, they still
need approval to participate directly in foreign eco-
nomic activity, and Soviet economists admit that
currency convertibility, even with the currencies of
Eastern Europe, is far off.

Finally, implementation of Gorbachev’s program is
slow because only a portion of the economy has
changed to the new system, and crucial elements of
the reform package are not scheduled for full imple-
mentation until the beginning of the 13th Five-Year
Plan in 1991. Wholesale and retail price reform is
essential to make other reforms work, such as self-
financing and making the ruble more convertible into
both domestic goods and foreign currencies at realistic
rates. Yet, wholesale price reform in the state sector
will not be completed until 1991 and is likely to
consist of administrative revisions rather than changes
in the way prices are determined. Retail price reform
has been postponed indefinitely because the regime
fears that it will corrode the support of the populace
for perestroyka. Substantial new flexibility in setting
prices, as reformers originally intended, is not likely
because the Soviets have seen that granting limited
enterprise rights to set prices has been inflationary
under monopolistic conditions. (See inset, “Backtrack-
ing on Reform.”

The modernization program has also been lagging and
seems to be getting a reduced level of attention. In
1987 there was no increase in the output of machinery
for the civilian sector, and the resulting shortfalls in

Secret

Backtracking on Reform

Some economic reforms, particularly those that
would negatively affect the consumer, have been
delayed or modified:

» Retail price reform, which was to be imple-
mented in 1991 along with wholesale price
reform, has been pushed into the indefinite
future; even reform economists are expressing
skepticism about its wisdom.

Consumer goods remain tied to state orders in
order to ensure that unprofitable goods will
be produced; state orders have been reduced
substantially in other sectors.

A new set of price regulations on goods and
services produced in the cooperative sector are
in response to public complaints of price
gouging.

.

Decisions on wage increases, which were to be
the preserve of the enterprise, now are moni-
tored by Gosbank in order to ensure that they
do not exceed productivity gains and add to
inflationary pressures.

Wholesale price reform that will be imple-
mented beginning in 1990 is not the reform of
the price mechanism itself as envisioned in the
original reform decree, but another revision
that will periodically need adjusting, (C z&—

equipment for investment caused problems through-
out industry and the rest of the economy. The high
targets that machine builders were tasked to achieve
were overwhelming, particularly in light of the fact
that they were being forced to do everything at once:
retool, increase quality, conserve resources, change
the product mix, and accelerate production. Despite
some performance improvement in 1988, the program
remains well below target, (G~
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Figure 4
USSR: Economic Performance Under Gorbachev and His Predecessors
Average annual percent growth rates
Brezhnev Gorbachey

Andropov
Chernenko

4 1965-70 197175 1976-82 1983-84 1985-88°

%1988 data arc preliminary.

Unclassified .
Gorbachev’s economic program has so far failed Altering Economic Strategy

consumers. Economic performance during 1985-88
was about the same as in 1976-82—the most stagnant
Brezhnev years when per capita income did not grow.
The effects of this poor performance—coupled with
reduced imports of consumer goods and the antialco-
hol campaign—mean that Soviet consumers probably
felt somewhat worse off at the end of 1987 than they
did in early 1985 when Gorbachev assumed the post
of General Secretary. The Soviet consumer scene is
still marked by lengthy queues, rationing of some
goods, pervasive black-market activity, and shortages
of basic necessities, especially food.

15

Because of these mounting problems, Gorbachev has
begun to alter his strategy in an attempt to revitalize
his economic program and prepare for the planning
decisions for the next five-year plan (1991-95). The
potential problems from disgruntled consumers forced
Gorbachev to alter his investment strategy to place
more emphasis on housing, food processing, and light
industry and to restrict growth in some other sectors.
The Soviets have directed the machine-building in-
dustry to give priority to sectors that directly serve the
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Figure 5
USSR: Average Annual Growth of
Per Capita Consumption, 1956-87

Percent

1956-60 61-65 66-70 71-75 76-80 8i-85 86-87

Unclassified 319678 1288

The defense industry is also being told to assume
responsibility for a greater share of consumer-related
production:
¢ Premier Ryzhkov directed the defense industry to
increase deliveries of equipment to the food-process-
ing sector.

The Ministry of Machine Building for Light and
Foods Industry and Household Appliances was dis-
banded and most plants resubordinated to the de-
fense industry. - .

The 1989 plan calls on the defense industry-to
improve the quality and increase production of
consumer goods and capital equipment for consum-
er-related industries.

The Minister of Medium Machine Building (the
"most secretive defense-industrial ministry) an-
nounced plans to increase sharply the output.of
equipment for the dairy industry. (c-»#—

Gorbachev is increasingly concentrating on expanding
the private and cooperative sectors and offering long-
term leasing arrangements in both agriculture and

}eore(

industry because those initiatives hold the best pros-
pects for producing considerable improvements in the
quality of life over the next five years. Legislation that
would have levied a prohibitive tax structure on
cooperatives was remanded in July by the Supreme
Soviet in an unprecedented move(GNry

Outlook

We believe that Gorbachev’s efforts at reforming the
economy, fostering capital renewal, and motivating
labor and management will produce no substantial
improvement in the Soviet economy over the next five
years.® His efforts to devote increasing resources and
attention to improving consumer welfare, however,
could achieve some modest results. Still, we believe
Gorbachev will be disappointed with the overall con-

" sequences. Squeezing investment growth in noncon-

sumer sectors, including heavy industry, will jeopar-
dize prospects for meeting vital production targets.
This same strategy resulted in serious bottlenecks and
a substantial slippage in industrial growth during the
period 1976-80. Plans to increase investment in light
industry and to buy Western manufacturing equip-
ment face long-drawn-out retooling and installation
processes. Gorbachev’s failure to deal with the al-
ready large budget deficit will intensify inflationary
pressures. (See annex B){a-ne"

Soviet attempts to incorporate new technologies and
create a more productive labor force will not be
enough to narrow the technology gap in most sectors
with the West during the remainder of this century.
More important, gains in particular areas will not be
self-perpetuating as long as incentives for dynamic
technological change remain weak. The Soviets have
undertaken a variety of measures to spur innovation
and the introduction of new technologies, including:
(1) raising prices for innovative products; (2) forming
associations to gather research, development, and
production responsibilities under one roof; (3) making

$ The Director, Defense Intelligence Agency, believes that this
uneven performance could include sufficient impr in the
Soviets’ ic and technical base to facilitate fulfillment of
Sfuture military requirements.{s-=rr—

10
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Figure 6
Moscow: Collective Farm Market Prices
of Selected Goods *

Rubles per kilogram Note scale changes

Beef Pork Apples
= State store pricc
10 10 4

1970 75 80 85 86 87

2 Data are for purchases made in Moscow in August or
September of each year.

1970 75 80

Unclassified

information more available as a result of glasnost; and
(4) encouraging joint ventures and technical ex-
changes with the more advanced countries. Neverthe-
less, systemic obstacles remain that discourage the
introduction and dispersion of new technologies at
industrial enterprises.® Recent reforms aim at creating
conditions and incentives for greater “technology
pull” from below and expanding the autonomy of
research and production coliectives, but we believe
these first faltering steps will not produce substantial
results during the period covered by this Estimate.
Acquisition of technology aimed toward military uses
will not provide advances in Soviet industrial applica-
tions—the cornerstone of Soviet modernization. On
the other hand, the new proposed forms of cooperative
sharing of technology and managerial techniques with

¢ The Director, Defense Intelligence Agency, believes that, since the
Soviets already lead in several key defense technologies, they
should be able 10 continue assimilating technology gains in this
sector. (S NF)

11
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the West, particularly joint ventures, could allow for
easier transfer of technology than has been the case
with traditional purchases of machinery and equip-

ment.” {SFy-

There may be some economic benefits from the
reform program that will help to prevent further
deterioration in the planned economy. For example,
financial pressures on enterprises should help reduce
redundant labor and some waste of materials. On
balance, however, we believe that such benefits will be
slow in coming and that they wilil be outweighéd by
disruptions resulting from the conflicting and chang-
ing signals that piecemeal implementation of the
reform program will continue to create. o
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We see no evidence that Gorbachev currently intends
to impose more radical reform in the state sector, a
strategy that would include:

» Disengaging enterprises completely from ministerial
control and allowing them to respond to economic
levers.

» Providing much better price and profit signals by
allowing prices to fluctuate in response to supply
and demand.

» Creating a more competitive environment by break-
ing up the present huge production conglomerates
and permitting competition from abroad.

* Introducing financial and capital markets.

Such moves toward a market economy at this time

would be even more disruptive to the planned econo-

my than piecemeal implementation and in particular
would jeopardize Gorbachev’s campaign to win popu-
lar support for his programs. We believe it most likely
that reforms for the state sector will continue to be
implemented slowly. Only a small number of unprofit-
able firms will be shut down, and price reform will

entail the periodic revision of prices rather than a

change in the basic pricing mechanism to allow more

flexibility. Nevertheless, Gorbachev has often reacted

. to setbacks by proposing increasingly radical mea-

sures, and we cannot rule out an effort to move

rapidly toward a market economy in the state sector.

{Se¢ annex CM

We believe Gorbachev will continue to push forward
on the moves already begun to expand private initia-
tive by paving the way for growth in the private and
cooperative sectors and by allowing long-term agricul-
tural leases. For such reforms to work, however,
Moscow must allow more flexibility and reliance on
the market. We believe progress in this area will be
difficult because a resentful public and skeptical local
authorities are likely to continue retarding the devel-
opment of the private sector. Furthermore, the lease
contracting system in agriculture will probably re-
main bound by centrally directed procurement targets
and state supplies of inputs as well as a recalcitrant
Jbureaucracy. Goods supplied by the private sector will
be costly, raising concerns over inflation. An added
problem for Moscow is that these reforms probably
will be most successful, at least initially, in non-
Russian areas such as the Baltic states and the
Caucasus.

Secret

We believe there will be escalating conflicts over
resources as the industrial modernization program
falls short, consumers continue to clamor for tangible
rewards, and the military perceives no reduction in its
needs. In the near term, the resource allocation debate
will be sharpest on investment. The present five-year
plan has no slack that would permit greater invest-
ment in priority sectors without offsetting adjust-
ments in other areas. The regime continues to balance
the books on the investment program by assuming
large gains in productivity in key areas such as
machine building, agriculture, industrial materials,
and construction. Yet, in his three-plus years in
power, Gorbachev has not made any progress in
reversing the long-term decline in productivity. {c-ney”

As a result, the leadership will have to tap resources
outside the civilian machinery-production sector to
continue the high investment strategy needed to re-
new the USSR’s capital stock and improve productivi-
ty over the long term. As a large claimant on some of
the economy’s most valuable and productive re-
sources, the defense industry is the prime, but not the
only, candidate that will be tasked to support Gorba-
chev’s industrial modernization drive. The defense
industry already produces civilian investment goods
and is the main source of some high-technology
machinery and equipment such as robots, computers,
and advanced machine tools both for its own use and
for the civilian economy. (sS4 -

The defense industry has been given additional as-
signments to support the civilian sector and has been
told that these civil projects must be given priority,
even at the expense of some defense activities. We
judge Gorbachev will divert additional resources from
defense—including managers, equipment designers,
investment funds, and plant capacity—to his civilian
programs. The unilateral force reductions recently
announced by Gorbachev could pave the way for
cutbacks in weapons procurement in the near term,
which will release defense industry resources for
Gorbachev's civil economic agenda. While we recog-
nize there is some redundant defense plant capacity,
significant increases in the production of goods for the

12
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Figure 7
Estimated Distribution of Soviet GNP
by End Use

Percentage shares

Other government
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® Administration, other services, and civilian
research and development.
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civilian sector beyond the short term would require a
"diversion of resources from the military. Some mem-
bers of the military have acknowledged that defense
must endure some pain under perestroyka to help the
economy and, hence, its own needs down the line.
Nevertheless, diversion of resources from defense to
civilian objectives will escalate conflicts over resource
allocation because it could delay upgrades to weapons
plants, thereby postponing the introduction of new
systems. Clearly there are strong economic pressures
for major reductions in military spending. The full
extent of these trade-offs will be based on an ongoing

decisionmaking and bureaucratic process that wi
continue over the scope of the Estimat‘e?(r/wr(u>
The Director, Defense Intelligence Agency, holds the
view that a critical distinction must be made in the
discussion of resource allocation trade-offs between
the resource requirements for short-term objectives
and those of long-range goals. Short-term require-
ments will rely primarily upon existing plant capacity
and inputs. The demands Gorbachev is making on the
defense sector do not require significant short-term

reallocations from defense to the civilian sector or the
disruption of current procurement programs. In the

13
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longer term, to achieve lasting gains in productivity,
significant investment resources will be required. Re-
directing investment going to the defense industry
would not be sufficient to meet the economy’s mod-
ernization requirements since other sectors take far
greater shares of total investment. While slowing the
flow of investment resources into the defense sector
may well result in a downward turn in defense
spending trends, the Soviets probably would maintain
weapons programs that are key to force moderniza-
tien, while stretching some lower priority programs
and phasing out early some long-established weapons

production runs.{s-nNry"—

The accumulating economic problems and the chal-
lenges posed by the simultaneous pursuit of economic
and political reform will raise the level of contention
higher than it has been so far in Gorbachev’s tenure,
As a result of these tensions and continued struggles

" over resource allocation, we believe there is some risk

for Gorbachev’s economic program. In the area of
economic reform in particular, disruptions—wide-
spread reform-related work stoppages or a drastic
drop in performance indicators—would strengthen
conservative opposition and convert to opponents
those who have been only lukewarm supporters of
reform. Such trends—coupled with the effects of
glasnost and continuing nationality turmoil—could
force the leadership into major retreat. If this should
happen, the more orthodox elements of Gorbachev’s
program would survive, but the reforms designed to
bring about a major decentralization of economic
decision making would be shelved.(c-¥)

Implications for the West

On Arms Control )
Gorbachev’s initiatives in the arms control arena have
been supported by development of “new thinking” in
the formulation of national security policy. Three
leading themes of this new policy are:

o The economic dimension af national security. Sovi-
et leaders have linked an improved economy to the
expansion of the USSR’s influence, and they have
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contended that the challenge posed by the arms
race to Moscow’s superpower status is as much
economic as it is military. They and the military
leadership agree that significant improvements in
the high-technology sector of the economy are
essential to compete with future Western weapon
systems.

The limits of military power. Gorbachev has tried
to promote a concept of “mutual security” that
attaches greater weight to political factors.

“Reasonable sufficiency.” Gorbachev and his fol-
lowers have characterized this concept as having
the necessary forces to deter aggression, and they
have indicated that the Soviets already have suffi-
cient power to do so. The Party Congress in Febru-
ary 1986, moreover, endorsed Gorbachev’s call to
“restrict military power within the bounds of rea-
sonable sufficiency.” (s

In addition to trying to redefine Soviet national -
security requirements, we believe Gorbachev has
moved arms control to the forefront of the USSR’s
national security agenda in an effort to dampen both
external and internal pressures to spend more on
defense, at least until he can reap the productivity
gains he hopes to achieve from his industrial modern-
ization program. With more than 150 Soviet Ground
Forces divisions, 160 Soviet Air Forces regiments, and
50 Soviet Air Defense Forces regiments west of the
Ural Mountains, any type of accommodation with
NATO that would allow the Soviets to reduce expen-
ditures on modernizing these forces has the potential
to result in substantial resource savings. The Soviet
leadership probably hopes that the process of arms
control negotiations will weaken NATO’s resolve to
modernize conventional and tactical nuclear‘weap-
ons—thus making possible cuts in their own défense

spending_(S»F— o

The unilateral force reductions recently announced by
Gorbachev could pave the way for cutbacks in weap-
ons procurement in the years ahead. The amount
saved will depend on the forces affected, the restruc-
turing of remaining forces to give them what Gorba-
chev described as a “clearly defensive” orientation,
the pace at which the reduced force is modernized,
and the costs of carrying out these initiatives. (s NF)

Secret

A plausible long-term method of transferring re-
sources would be to redirect future investment from
defense industries into the civilian sector during the
next five-year plan (1991-95). As a result of the large-
scale modernization in the defense industries in the
1970s, the.defense sector has already in place most of
the equipment it needs to produce weapon systems
scheduled for deployment through the early 1990s.
But the high-quality machine tools, equipment, and
raw materials required to retool the defense industry
to produce the next generation of weapons are the
same resources needed for Gorbachev’s industrial
modernization program {s-NFy

For Eastern Europe and Soviet Client States
Attempts at political reform in the USSR are likely to
generate pressure on East European countries for
similar reforms. Moscow will also increase its de-
mands on them for more and higher quality machin-
ery and consumer goods and for greater participation
in joint projects—particularly those involving the
exploitation of Soviet natural resources. East Europe-
an countries will also be asked to shoulder more of the
costs of the Warsaw Pact defense effort. We believe
these countries—which are facing economic con-
straints and are anxious to do hard currency business
with the West—will be able to resist most of these
demands successfully.t(c )

As to relations with client states, we expect increased
pressure from Moscow for those countries to adopt
reforms in order to reduce the burden of Soviet
support. While such support is only a limited drain on
resources, Gorbachev apparently believes that it is
inconsistent to continue support at past levels to
countries, such as Cuba and Vietnam, that are not
willing to adopt more flexible economic policies. e

In Commercial Relations

We do not foresee a large, sustained increase in Soviet
imports from the technologically advanced capitalist
countries. Poor Soviet export prospects mean that
such an increase would have to be financed either by a

* For further details, see NIE 11/12-9-88 (Seeret-NE-NE); May
1988, Soviet Policy Toward Eastern Europe Under Gorbachev.
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substantial runup of debt, which Soviet officials insist

they will avoid, or by accelerated gold sales, which

could risk significant reduction in world gold prices.

In this regard, the situation facing Moscow in 1988 is

far different from the USSR’s position in the early-to-

middle 1970s, when the Soviets could easily manage a

substantial increase in their debt to the West:

* Now Moscow must contend with stable or declining
oil prices and uncertainties over the quantity of oil
available for export. .

* Much of the debt incurred in the 1970s was formal-
ly tied to Western agreements to purchase Soviet
raw materials. This option is currently being used
more selectively. )

Moreover, although the Soviets recognize the poten-

tial gains from increased use of Western technology

and equipment, they lack the confidence in the ability
of the economy—as currently configured—effectively
to absorb and ultimately to diffuse imported technol-

ogy on a large scale. {CnF)”

We cannot rule out a temporary sharp increase in
imports of consumer goods as a stopgap measure,
given the leadership’s concern over the lack of popular
support for Gorbachev’s programs. Even such an
increase would only restore Soviet spending on con-
sumer goods imports to pre-1985 levels. The Soviets
cut back substantially on imports of consumer goods
at that time in response to a large reduction in export
earnings. In recent months Western banks have been
negotiating credit lines with the Soviet Union worth
between $6 billion and $9 billion—largely tied to
Soviet purchases of machinery and equipment for the
production of consumer goods. In the past the Soviets
have arranged such lines and not used them fully, and
it is currently unclear to what extent they will use
these newly acquired credit lines. Unlike the mid-
1970s, when credit competition among Western gov-
ernments worked to the Soviets’ financial as well as
political advantage, the new credit lines do not offer
preferential financing, nor do they otherwise material-
Iy broaden the potential base for Soviet borrowing.

Ao

A surge in borrowing from the West would not aid the
Soviet economy significantly or ameliorate the re-
source competition between the military and civilian

15
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sectors. For example, even borrowing as much as
Western bankers would allow—perhaps $3-4 billion
net annually in addition to the roughly $5 billion
needed per year to refinance maturing debt—would
provide only a drop in the bucket for an economy that
produces roughly $2 trillion worth of goods and
services annually, We believe the Soviet leadership
will not undertake such borrowings for fear of the
economic leverage it would give Western governments
and bankers. Moreover, the Soviets recognize that
plans for any debt buildup can go awry should
Moscow unexpectedly confront lower oil prices, fur-
ther depreciation of the dollar, or two consecutive bad

harvests, (c-NFy~

We expect to see an intensification of Soviet foreign
economic initiatives, including increased concessions
to Western firms to conclude joint-venture agree-
ments, greater efforts to learn from- Western business-
men, a stepped-up campaign for GATT membership,
and the possible release of more trade and financial
data to facilitate improved borrowing terms. (See
annex D.) Under these conditions Soviet hard curren-
cy trade will continue to be dominated by Western
Europe and Japan. The Soviets also will push hard as
a top priority to improve economic relations with the
European Community 4o

The Soviets will continue to press for trade and
possibly financial concessions from the West. This
will lead to increased pressures for the West to pare
further the list of COCOM-controlied technologies.
Such pressure will make it more difficult for the West
to maintain a unified stance on currenat agreements—
or reach a new consensus—concerning trade and
financial flows to the Soviet Blog, {(c-#

For Western Leverage

Given the severity of Soviet economic problems, Gor-
bachev needs the many benefits of a nonconfronta-
tional international environment. This gives the Unit-
ed States and its allies considerable leverage in
bargaining with the Soviets over the terms of that
environment on some security issues such as regional
conflicts and arms control and on some internal
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Seerst

matters such as human rights and information ex-
change. The margins of this leverage will be set by
Moscow’s determination not to let the West affect the
fundamental nature of the Soviet system or its super-
power status.® (C NF) ‘

* For a fuller discussion of these issues, see SNIE 11-16-88, Sovier
Policy During the Next Phase of Arms Control in Europe,
November 1988; NIE 11-3/8-88, Soviet Forces and Capabilities
Jor Strategic Nuclear Conflict Through the Late 1990s (Volume 1),
December 1988; and the forthcoming Estimates NIE 11-14-88,
Trends and Developments in Warsaw Pact Theater Forces and
Doctrine, 1988-2007; and NIE 11-4-89, Soviet Strategy Toward
the West: The Gorbachev Challe)
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Annex A

The ‘‘Kosygin Reform"’

As outlined by Kosygin, the 1965 reform program was
to include an administrative reorganization of the
bureaucracy, some decentralization of planning and
decisionmaking functions from the ministries to the
enterprises, a change in success criteria for enter-
prises, a revision of wholesale prices, and a reform of
the industrial supply system.{e-~F)

In comparison, Gorbachev’s reform program is much
more comprehensive and integrated, encompassing
other key elements. For example, his price reform,
unlike previous efforfs, is designed to encompass all
forms of prices—wholesale, procurement, and retail—
and, in theory, js intended to change the basic pricing

mechanism. (CNFY"

The 1965 reforms were handicapped by major eco-
nomic flaws and inconsistencies. But they foundered
largely because of opposition from the government
bureaucracy, which'reacted by procrastinating, as-
similating, complicating, and regulating. Implementa-
tion of the reform also suffered from a lack of strong
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leadershlp backing. ts.initiator, Kosygin, bwame
increasingly overshadowed by Brezhnev, who lacked
his predecessor’s commitment to reform The climate
fora decentrahzatlon of declslonmnkmg beeame even
less favorable after the Czechoslovak *'spring” of
1968, which underscored the polmeal risks of reform.
Consequently, the reform was never implemented as
initially intended. (o)
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Annex B

" The Budget Deficit

The Soviet state budget deficit has increased dramati-
cally during the last three years. We calculate the
1989 deficit will be about 125 billion rubles—some 13.

- percent of Soviet GNP, (For comparison, the highest
US Government budget deficit represented 3.5 per-
cent of US GNP in fiscal year 1986.) (cxr)"

“The inflationary pressures resulting from Moscow’s
fiscal policy are already visible. Growth of wages
almost doubled in the first half of 1988. There has
been a marked increase in the prices of consumer
goods sold in collective farm markets, along with
higher prices and increased shortages of consumer
goods in state stores. Articles in the Soviet press have

* " complained loudly about enterprises inflating the
prices of new machinery products. Excess purchasing
power also has probably led to an expansion of the
underground economy, which results in resource di-
versions from the state sector and undermines at-
tempts to spur state worker productivity through
higher wages and salari

Gorbachev’s policies are partly responsible for the

deficit rise:

» State spending has risen rapidly as a result of large
boosts in state investment and increases in total
state subsidies on food and livestock products.

o Receipts from stiff sales taxes on alcoholic bever-
ages are down substantially as a result of the
regime’s antialcohol program.

« Revenues from the large markups imposed on the
retail prices of imported food and consumer goods
have fallen sharply as a result of the cutback in
these imports starting in 1986.

* Proceeds from enterprise profit taxes grew slowly
last year because of production problems due to
retooling, reforms, and quality control measureg¢ey
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Figure 8
USSR: Estimated State Budget Deficit,1981-89

Percent of GNP
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Annex C

.

Soviet Economic Reform:
Signs of a Radical
Economic Shift

Indicators of forward movement toward radical, mar-
ket-oriented reform would include:

« Less emphasis on the fulfillment of 1986-90 Five-
Year Plan targets and the announcement of realistic
1991-95 goals. The 1989 plan already has accepted
targets for produced national income and industrial
production that are lower than called for in the
current five-year plan.

Strong, united commitment by the leadership not
only to the general concept of economic restructur-
ing but also to individual elements of the reform
program that are particularly controversial, such as
essential price changes or even price reform.

Willingness to carry through particularly painful
adjustments such as bankruptcies that close down
many enterprises and wage reforms that lead to
wide differentials in pay.

21
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+ Evidence of a large expansion in the number of
cooperatives (and employees of cooperatives) and the
playing down of resentment by the general populace
over egalitarian issues. )

* Promulgation of major new agricultural reforms
that reduce the powers of the state and collective
farms. .

» Greater consolidation of economic ministries, ac-
companied by cuts in staff and revision of their
charters to steer them away from superyising the
day-to-day activities of economic enterﬁrises.

« Continued ability of reform economists to publish

controversial articles that push the limits of reform.

e~
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Annex D 3
Update on Joint Ventures

Moscow has signed 41 joint-venture contracts with Despite the surge in agreements, the Soviet leadership
Western firms in 1988, bringing the total to 61 since  is far from satisfied with the progress of its joint-

legislation governing such contracts took effect in venture program. Service and consumer-related proj-
January 1987. Nevertheless, Soviet leaders are dis- ects, rather than high-technology deals, still dominate

couraged by the low level of investment and technol-  the list of completed contracts, (C-NFy
ogy in most of these deals and are considering chang-

ing the program to encourage more Western

participation. Such changes might spur additional

contracts, but primarily from firms interested in

small-scale projects{(e-xF)

Moscow’s relative success in negotiating joint ven-
tures is largely the result of greater Soviet flexibility,
particularly in easing restrictions on the repatriation
of profits, the biggest obstacle to concluding agree-
ments. The original legislation allowed Western firms
to earn hard currency profits only by exporting fin-
ished products of the joint enterprise. Moscow is now
allowing an array of options, including countertrade
agreements in which the Western partners export
Soviet goods to earn hard currency. In one agreement,
the Soviets reportedly will also allow a consortium of
six US firms to repatriate profits by pooling their hard

currency earnings, (G-N¥)

23 ~—Surret—
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Key Judgments

Information available
as of 21 September 1989
was used in this report.

Gorbachey’s Domestic Gambles
and Instability in the USSR (v)

Gorbachev and other Soviet leaders are concerned about serious future
breakdowns of public order in the USSR. This concern is well justified.
The unrest that has punctuated Gorbachev’s rule is not a transient
phenomenon. Conditions are likely to lead in the foreseeable future to
continuing crises and instability on an even larger scale—in the form of
mass demonstrations, strikes, violence, and perhaps even the localized
emergence of parallel centers of power. This instability is most likely to oc-
cur on a regional basis, not nationwide—although overlapping crises and a
linking together of centers of unrest could occur.

Instability in the USSR is not exclusively a product of glasnost, and some
of it is indeed a sign—as Gorbachev asserts—that reforms are taking hold.
But Gorbachev’s claim that instability otherwise merely reflects the
surfacing of problems that were latent or repressed under Brezhnev is only
partly true. The current budget deficit and consumption crisis is largely
due to policies Gorbachev himself has pursued since 1985. And the
prospects for further crises and expanded turmoil in the future are
enhanced by key policy gambles he is taking now: -

« In the nationality arena, Gorbachev is gambling on defusing ethnic
grievances and achieving a more consensual federative union through
unrestrained dialogue, some concessions to local demands aimed at

_ eliminating past “mistakes,” a constitutionalization of union/republic
and ethnic group rights, and management of ethnic conflict to a
substantial degree through the newly democratized soviets.

In the economic arena, Gorbachev is gambling that, by putting marketi-

zation on hold through the postponement of price reform, and by

pursuing a short-term “stabilization” program, he can avoid confronta-

tion with the public and reengage in serious economic reform without
steep costs at a later date.- '

In the political arena, Gorbachev is gambling that, by transforming the
Communist Party from an instrument of universal political, social, and
economic management into a brain trust'and authoritative steering
organ, while empowering popularly elected soviets, he can create a more
effective mechanism for integrating Soviet society and handling social

tensions. (CoHY™

iii ~Seeret—
Sov 89-10077X
September 1989
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Gorbachev has no easy choices, and other approaches would not necessarily
be safer or more successful. But these gambles, understandable and even
desirable from a democratic standpoint, are based on questionable premises
and wishful thinking:

* The aspirations of many non-Russians will never be satisfied within the
framework of maximum rights the Soviet leadership could grant union
republics or so-called autonomous ethnic formations within national
republics while still preserving a strong federative USSR. Allowing these
people freedom to protest without being able to redress their basic
grievances is a recipe for escalating crises.

Because the deficit reduction plan is likely to fall far short of planned tar-
gets and because it is unlikely that supply can catch up with consumer
“needs” without a price-induced change on the demand side, Gorba-
chev’s emergency financial “stabilization” program more likely than not
will fail. In the meantime, circumstances for introducing marketization
of the economy will have become even less propitious than they were
when this program was introduced, setting the stage for continued
corruption, protracted economic crisis, and retreat to the old *command-
edict” methods.

Gorbachev’s attempt to reform the Communist Party is based on a
visionary notion of what it could become, and is in practice undermining
its ability to integrate Soviet society before new political institutions are
capable of coping with mounting popular demands unleashed by glasnost
and failing economic performance.

As Gorbachev’s various critics éorrectly contend, his gambles are likely to
generate instability over both the near and the longer term Ae-e—

The odds are high that labor unrest or ethnic strife will—perhaps even
within the next six months—create strong pressures within the Soviet

‘leadership to crack down much harder than it has to date. Soviet leaders

have a broad range of instrumentalities they can employ to dampen
instability, ranging from stronger threats, to new restrictions on human

rights, to police intimidation, to imposition of martial law. We have

evidence in at least one case of sharp disagreement within the Politburo
over the use of violence. Gorbachev has sought to avoid widespread use of
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physical force, probably calculating that the fallout from repression would
endanger his entire program of perestroyka as well as his foreign policy,
while perhaps provoking more serious disorders that could lead to loss of
control. Almost certainly he would be willing to escalate coercion some-
what to maintain order and isolate nationalist or other “extremists,” as he
threatened to do in his report on nationality policy to the Central
Committee plenum on 19 September 1989. Yet beyond a certain point,
repression would mean abandonment by Gorbachev of his natural constitu-
ency and his entire political program. There is some evidence that he might
choose to resign rather than assume responsibility for a crackdown
involving a major imposition of martial law. Alternatively, the imposition
of harsh measures could be associated with a coup d’etat or legal removal

of Gorbachev s~rc 0T

Prp\}idcd he manages to hold onto power, two qutcomes of Gorbachev’s rule
are possible, depending on how successfully the economy is marketized. In
both scenarios, Gorbachev’s retention of power depends upon avoidance of
acute polarization of political forces and progress in reinstitutionalizing
means of political integration. This process would be reflected in further
democratization of the political order, the emergence of some form of
multiparty competition, and a loosening of the Soviet multinational empire.
If political reform were complemented by effective financial stabilization
and marketization, there might be high instability in the near term (two to
five years), but a course could be set toward long-term (10 to 25 years) so-

.cial.equilibrium. Without financial stabilization and marketization, on the
_contrary, there would be rising instability in the near-to-medium term,

high instability in the long term, and likely movement of the Soviet system
toward revolution, a hard-right takeover, or “Ottomanization”—growing
relative backwardness of the USSR and a piecemeal breakoff of the

national republicg ey

Gorbachev's gambles and the centrifugal trends they have set in motion are
already viewed with extreme alarm and anger by many members of the So-

. viet political elite. But Gorbachev’s major gains in the Politburo at the

September 1989 plenum of the Central Committee demonstrated once
again how difficult it is to translate conservative sentiment in the ranks into
effective opposition to Gorbachev’s rule at the top. For the time being, his
power looks secure. If, somehow, a successful challenge were mounted
against him over the next year or so, the most likely outcome would be a
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traditionalist restoration that would attempt to *“draw the line” in various
areas—especially with respect to democratization of the party and soviets,
glasnost in the media, the conduct of informal groups, and expression of
“nationalist” views—but would accept the need for significant change,
including reduction in military spending and decentralization of manage-
ment. Unless such a regime chose to move ahead vigorously with marketi-
zation (not impossible, but highly unlikely) it would obtain possible stability
in the near term but suffer high medium- to long-term instability, leading
toward Ottomanization or upheaval from below. If Gorbachev were not
overthrown in the near term, an attempt to turn the clock back would
become more difficult—given the reaction of increasingly well-entrenched
pluralistic forces—and could thus also be nastier, possibly involving the
armed forces and taking on a xenophobic Russian nationalist coloration.

—terry

Whether or not Gorbachev retains office, the United States for the
foreseeable future will confrornt a Soviet leadership that faces endemic
popular unrest and that, on a regional basis at least, will have to employ
emergency measures and increased use of force to retain domestic control.
This instability is likely to preoccupy Moscow for some time to come and—
regardless of other factors—prevent a return to the arsenal state economy
that generated the fundamental military threat to the West in the period
since World War II. Moscow’s focus on internal order in the USSR is
likely to accelerate the decay of Communist systems and growth of
regional instability in Eastern Europe, pointing to the need for post-Yalta
arrangements of some kind and confronting the United States with severe
foreign policy and strategic challenges. Instability in the USSR will
increase uncertainty in the West about proper policies to pursue toward
Moscow, reflecting nervousness about Soviet developments but noncha-
lance about defense, and will strain domestic and Alliance decisionmaking.

AN

Domestic policy successes or failures will be the paramount factor -
ultimately determining Gorbachev’s retention of office, but foreign policy
achievements that allow him to justify further cuts in military spending on
the basis of a reduction in the external “threat” would give him more room
for maneuver. Western actions that could be presented by his opponents as
attempts to “take advantage” of Soviet internal instability could hurt

Gorbachev, e~

vi
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By putting economic reform on hold and pursuing an inadequate financial
stabilization program, Gorbachev has brought Soviet internal policy to a
fateful crossroads, seriously reducing the chances that his rule—if it
survives—will take the path toward long-term stability. Over the short
haul, there appears to be lack of competence among his advisers in the area
of monetary and fiscal policy. A more fundamental weakness in Gorba-
chev’s strategy that will perpetuate instability is its hesitant approach to
marketization and unwillingness to face up to the necessity of real
privatization of ownership of capital stock and land. He and his advisers
need help with economic theory. Reduction of instability over the long haul
requires the steady extension of a law-based private sector. (G-4F)

Harsh repression of labor unrest or of food riots in Russian cities are
certainly contingencies that could require a response from US policymak-
ers. But instability provoked by Gorbachev’s gambles is likely to present its
severest challenge to US policymaking through a crackdown in the ethnic
arena—probably not in response to communal violence, but in the context
of a move by Moscow to intervene in Russian-native clashes or to repress
the drive for greater national autonomy. Such a crackdown is most likely in
the Baltic region, but could also come in the Caucasus, Moldavia, or—
down the road—even in the Ukraine. {cry

Gorbachev has said he wants to create a constitutionally structured
federative union, and movement toward such a system would certainly be a
positive development from the US perspective. Gorbachev, however, is not
interested in greasing the skids for dissolution of the USSR, and this is pre-
cisely what acceptance of the more radical Baltic demands would imply.
Unless Gorbachev is prepared to broker a special status for the Baltic
republics, and is able to win necessary political support for such an
arrangement, a direct and violent confrontation between Moscow and the
Baltic peoples seems likely. (C25F)

vii ——Seeret—
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Scope Note

Reverse Blank

This report offers a broad look at Gorbachev’s domestic strategy and its
implications for stability in the USSR. Descriptive sections of the report
take into account the full range of classified and open-source information
available, especially that dealing with Gorbachev’s views, and are consis-
tent with more detailed analysis produced by the Directorate of Intelli-
gence. No systematic attempt is made to source the various judgments
which, in the projective sections of the report, are based—as they are in all
estimative writing—on a combination of extrapolation and logical infer-

ence feNr]

The report is a speculative paper drafted by a senior analyst in the Office
of Soviet Analysis. In a period of epochal change in the USSR, anticipating
the future is a hazardous undertaking, and the issues dealt with in the
report hardly invite unanimity of judgment. Although there are differences
among analysts on specific issues, the report’s conclusions do reflect our
sense of the problems and challenges that confront Gorbachev’s revolution
and the general direction in which it is now heading, (C NE).-

Xi ——Secret-
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Gorbachev’s Domestic Gambles
and Instability in the USSRy

Introduction

Despite the increasingly pessimistic tenor of recent
assessments in Moscow of Gorbachev’s popularity and
prospects, and rumors of coups or military interven-
tion, his major gains in the Politburo at the Septem-
ber 1989 plenum of the Central Committee demon-
strated once again great tactical political skill in
transforming attacks against his line into movement *
forward. For the time being, at least, the future of
perestroyka would appear to be less dependent on
political struggle in the Politburo than on faltering
regime performance 4e<F}

Many factors will affect this longer term perfor-
mance. A key one, however, is Gorbachev’s broad
sense of where he wants the Soviet Union to go and
how he seeks to get there—which is the focus of this
paper. Western analysts disagree over the extent to
which Gorbachev has a set of stable long-term objec-
tives. Like Soviet observers, they are also uncertain
whether Gorbachev’s stated objectives are always
necessarily his “real” objectives. The premise of this
paper is that, while his positions have evolved over
time, Gorbachev does have a fairly coherent “vision™
(but not a “blueprint™) of the future that is revealed in
both classified and unclassifed sources. The existence
of such a vision does not, of course, preclude tactical
dissembling and ad hoc adjustment to circumstances.

Ao

Gorbachev has insisted that the domestic revolution
that he has launched in the USSR—which involves
radically dismantling an existing system of more or
less stable, if stagnant and poorly performing institu-
tions—is the only path open. In fact, perestroyka,
glasnost, and demokratizatsiya were not and are not
the only options open to the Soviet Union: they
represent the ultimate gamble on Gorbachev’s part
that a liberal, reformed Communism is possible and
that the destabilization brought by change is contain-
able. While denying his own fundamental responsibil-
ity for instability, Gorbachev has claimed that some
measure of it is a necessary corollary of reform. And,
in fagt, instability arising from certain types of change
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undoubtedly is a sign of progress. Yet glasnost has
accelerated the delegitimization of the present system.
It has irretrievably destroyed the regime’s capacity to
use Marxist-Leninist doctrine as an instrument of
political control. And it has weakened popular obedi-

ence to authority, (cnr)

Gorbachev is now embarked on a set of related
gambles as he seeks to reform ethnic relations, the
economy, and the general political system. These too
are producing crises, on which Gorbachev hopes to

" capitalize to provide further momentum for peres-
. troyka. From these crises new instability will arise,

with the key questions being: how serious will mani-
festations of this instability be, and what types of
crackdown is it likely to inspire? To call Gorbachev’s
choices gambles, of course, does not imply that other
approaches would necessarily be safer or more suc-
cessful; in each case, the trade-offs are not easye-nry

Nationality Policy Gamble: Concessions Within
Limits

Establishing a framework for dissolution of the USSR
is not on Gorbachev’s agenda. Yet he does seek
solutions to the nationality problem that enjoy legiti-
macy, are not simply imposed by Moscow, and obvi-
ate levels of repression that would wreck his overall
policy of perestroyka. The vision he has articulated
over the past year or so—most recently at the Septem-
ber 1989 plenum of the Central Committee—
encompasses:

o Transition of the USSR from a de facto unitary
empire tempered by toleration of local boss rule to a
more consensual union with real federative content.

« Constitutional delimitation of the functions of the
Center and the national republics, with an increase
in the authority allocated to the republics and some
decentralization of operational powers within the
Communist Party.
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* Removal! of discriminatof’y and provocative obsta-
cles to the development of non-Russian languages
and cultures, while preserving a strategic role for
Russian as the language of interethnic
communication.

.

Equalization of the rights of all nations (including
minor nationalities and Russians), balanced by
equalization of the rights of individuals regardless
of their place of residence.

Integration of the national republics within a single
unionwide economy, in which the “socialist market”
harmonizes the interests of the multiethnic whole
with the interests of the ethnic parts, but'in which
there is also some devolution of power to the

republics, (G

The Soviet leadership confronts two quite different
types of ethnic crises: the assertion of traditional
nationalist demands for greater cultural, political, and
economic autonomy from the Center; and rage gener-
ated by economic and social grievances that finds an
outlet in communal violence. In principle, the first
type of crisis can possibly be resolved, if not through
political dialogue (there are many forms of autonomy
and even “independence”), then at least through a
type of crackdown that does not involve physical
force; whereas the second type requires physical re-
pression—utilized in a context, of course, that invites
more sympathy on the part of outside observers<e-ney

In nationality policy, Gorbachev’s gamble lies in the
scope he has permitted for public expression of ethnic
grievances and demands. He has acquiesced in a
mushrooming of “informal” organizations in the non-
Russian republics that, by any standard, are articulat-
ing “nationalist” views. He has tolerated substantial
absorption of ethnic platforms by republic Communist
Party or\ganizations. With some exceptions, he has
sought to resolve nationality problems through dia-
logue and has generally exercised restraint in repress-
ing communal violence or pronational ethnic demon-
strations. Indeed, there is some evidence that Moscow
may be willing to go very far to meet Baltic demands,
provided there is no deviation from the Center’s line
on foreign policy, defense policy, and—perhaps less
categorically-—financial-monetary policy.

s NFREOTT

_Gorbachev is evidently convinced that the potential

" exists for the emergence of a broadly shared sense of

genuine unionwide community among most Sovict
citizens. Ethnic instability, he seems to believe, arises
basically fromn past policy mistakes and mismanage-
ment. Thus, ethnic unrest can eventually be moderat-
ed if these errors are corrected and legitimate ethnic
grievances addressed. He has issued several stern
warnings against “nationalism.” At the September
1989 plenum of the Central Committee he observed
that “the time has . . . come to talk with the clear and
forcible language of law about conditions under which
nationalist, chauvinist, and other extremist organiza-
tions can and should be banned and disbanded by the
court.” But he probably believes that attempts to
“draw the line” through coercion are likely to trigger
still higher levels of ethnic tension and play into the
hands of opponents of perestroyka. And he seems to
be counting heavily on the reconstituted political
institutions of the USSR——especially the empowered
Supreme Soviet and local soviets—to provide a mech-
anism through which ethnic interests and demands
can be accommodated. He may hope to promote a
coalition between reformers in Moscow and moder-
ates in the non-Russian republics. In the Baltic area,
he appears to have gambled that prudence will tri-
umph over passion; that republic party leaders will be
able to convince the population that Moscow will
ultimately resort to force if compelled to do so, and
that the republics should not—in a reckless lurch
toward secession—risk what they now stand to gain.

~terT)

However, the radicalization of ethnic demands and
expansion of the mass popular base for ethnic asser-
tiveness we see occurring, as well as the entrenchment
of communal violence, suggest how tenuous the pros-
pects are for Gorbachev’s strategy. Lifting the lid on
the nationalities has energized anti-Russian senti-
ments among the titular nationalities after whom the
republics are named, created great anxiety among the
Russian settlers who constitute large fractions of the
population in major cities in these republics, and
opened a path for cross-republic ethnic strife. It has
also activated latent conflict between titular and small
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nationalities, produced a flow of more than 340,000
internal refugees since 1987, and set the stage for a
potentially sharp Russian backlash against Gorba-
chev’s “permissiveness.” In at least one case, Lithua-
nia, it is possible that the republic party organization
may proclaim its independence of the CPSU. While
security and economic interests probably will con-
strain some of the titular nationalities from seeking to
secede from the USSR, these inhibitions may not
a‘pply to Balts, Belorussians, and Ukrainiang, {er7™"

Economic Reform Gambles

In the economic reform area, Gorbachev’s vision
postulates creation of a self-regulating “socialist mar-
ket” system in which central physical planning has
been largely eliminated and enterprises make deci-
sions essentially by responding to market forces.
Decision cues are provided by prices set largely by
supply and demand, and inputs are acquired throu’gh
direct contracts and wholesale trade. In this system
the state plays a coordinating role, sets the “overall
normative framework,” and takes the lead in promot-
ing science and technology, infrastructure develop-

" ment, environmental protection, establishment of a
financial-banking-tax system, enactment of antimono-
poly measures, and institutionalization of the entire
system within a structure of law. Operational control
would pass from middle levels of the bureaucracy to
the basic production unit, reflected in (a) a breakup of
large economic conglomerates and a transfer of con-
trol from the economic bureaucracy to production
collectives (especially through leasing), and (b) democ-
ratization of enterprise management, in which wor-
kers’ collectives elect their managers and oversee key
production decisions. The “socialist” aspect of this
postulated system would apparently consist of two
features: retention and expansion of a strong welfare
state component (Sweden is mentioned as an example
to emulate); and continued public ownership of at
‘least most land and capital stock, although leasing
and other arrangements would substantially modify
the concept of property~e+r ™

. Gorbachev’s own policies, however—including the
steep reduction of revenues from state alcohol sales,
the financing from the budget of the crash machine-
building program, wage boosts for some categories of
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workers, increased spending for social programs, and
escalating food subsidies-—generated a rapidly rising
budgetary deficit and shortage of consumer goods
sufficiently ominous to persuade him in 1988-89 to
agree to a “‘stabilization” strategy for the next several
years. The main elements of this strategy are (a)
postponement of retail and wholesale price reform; (b)
the adoption of a crash budget deficit reduction,
resource reallocation, and consumption program; and
(c) continued pursuit of selected elements of structural
reform. This change of course has brought Soviet
domestic policy to a fateful crossroads, (CE-

Postponement of Price Reform

Gorbachev’s statements through mid-1988 strongly
favoring price reform make it abundantly clear he
understands that full transition to an economy in
which financial calculations effectively determine
decisionmaking depends on price reform. Neverthe-
less, he has publicly and repeatedly committed him-
self since then to postpone retail price reform “two or
three years,” to discuss it with the public before doing
anything, and not to change prices without public
consent. In the absence of retail price reform, planned
hikes in wholesale prices would require increased state
subsidies that would add to the financial imbalance
Moscow is fighting to bring under control, and Gorba-
chev has also delayed these increases indefinitely.
There is no mystery why he has agreed to this critical
policy position: to proceed with price reform at this
point would also have been a difficult gamble. Gorba-
chev and his advisers were deterred by the prospect of
having to cope with a possibly violent popular re-
sponse to price increases, hoped to buy social peace,
and convinced themselves that conditions to move on
prices would be more propitious later once financial
“stabilization” had been achieved and hyperinflation
averted, the monopoly factor dealt with, and other

steps taken, (C-wF)

The costs of this gamble are likely to be enormous. By
largely postponing the establishment of the indispens-
able prerequisite for economically rational decision-
making, the gamble blocks workable decentralization,
the introduction of genuine wholesale trade, and
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reliance on financial levers—thus effectively putting
marketization on hold irrespective of other important
constraints. Failure to deal with wholesale prices will
intensify the problems and costs in the future of
currently underpriced nonrenewable resources (espe-
cially energy and minerals). It will also build further
irrationality into investment and the stock of fixed
capital;, imposing still higher economic and social
costs downstream for corrective actions. Subsidies to
agriculture will also have to rise_{e-qF)

On the retail side, Gorbachev’s talk about price
reform has been an invitation to the population to
increase hoarding of consumer goods. The longer
retail prices are frozen, the more the pattern of
consumer demand is distorted, as faulty signals mis-
lead producers and consumers. If food sales increase,
so will food subsidies. Most important, delay may
make the ultimate problem of dealing with retail
prices that much more intractable: prices that might
only have had to be doubled, let us say, may—with
delay—have to be quadrupled. Meanwhile, the post-
ponement of retail and wholesale price reform will
expand corruption throughout the economy, produc-
ing an adverse effect on popular morale and public
tolerance for perestroyka. (CAF}

The Crash Budget Deficit Reduction, Résource
Reallocation, and Consumption Program

In the period 1981-85 the average annual budget
deficit was 16.7 billion rubles. This figure rose to 58.7
billion rubles in 1986, 72.9 billion in 1987, 90.2 billion
in 1988, and a CIA-projected 126 billion in 1989.
Alarmed by the growing financial imbalance in the
country, the Soviet leadership has approved an “emer-
gency” program to reduce expenditures on invest-
ment, ! defense, subsidies to unprofitable enterprises,
administrative costs, and social programs, and to
increase revenues from imports of consumer goods,
turnover taxes on increased production of consumer
goods, and social insurance payments. There is discus-
sion of financing the deficit, in part at least, through
the sale of state securities and bonds bearing an
interest rate of 5 percent. The strategy has also

' State centralized investment for “productive’ uses in 1990 is to be
30 percent less than the target for 1989, and for some sectors of
heavy industry the reduction is 1o be 40 perce:

accelerated conversion of defense industry for civilian
production, mandated a crash expansion of consumer
goods production by all branches of industry, and
reversed signals by accepting the recommendation to
initiate increased imports of consumer goods. Gorba-
chev’s hope is that he can “saturate” the consumer
market, mop up some of the huge cash savings of the
population, eliminate shortages, avert hyperinflation
or “barterization” of the economy, head off popular
unrest, and create equilibrium conditions under which
it will be possible later to initiate full marketization.

e T

Yet it is highly likely that deficit reduction will fall
far short of planned targets. It will be hard to impose
investment cuts on ministries and republics, and there
is pressure—expressed already through the Supreme
Soviet—to block delays in the implementation of
social programs. Inflation itself will begin feeding
back to raise the level of government spending. More-
over, gains in projected revenues from turnover taxes
are based on unrealistically high targets for the
production of consumer goods, and subsidies for agri-
culture and other consumer goods will remain a major
drain on the budget(e-NFy"

There are other problems with the “stabilization”
formula. Without a price-imposed change on the
demand side, it is unrealistic to hope that supply can
catch up with consumer “needs.” The across-the-
board campaign approach—implemented through the
very “command-edict” methods that Gorbachev says
he deplores—is likely to result in inferior products,
high costs, and waste. Expansion of consumer-goods
imports will impose still greater stress on Soviet hard
currency reserves, force acceptance of higher levels of
indebtedness, and defer imports for other sectors of
the economy. At the same time, fear of the economic
and political consequences of a higher hard currency
debt, and recognition that imports would have to be
far greater to substantially diminish the savings
“overhang,” are likely to inhibit consumer-goods im-
ports as a central component of financial stabilization.
On the investment side, radical, abrupt shifts in
proportions historically have—by ignoring the inter-
dependence of different economic sectors—wasted
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resources and thrown the losers into a tailspin. It is
not inconceivable that the magnitude of cuts projected
in heavy industry could generate a chain reaction of
producer-good supply shortages, leading to a spiraling
downturn in production in the ecopomy.‘(rfnﬂ"

Selective Structural Reform )
Gorbachev has by no means acknowledged that his
decision on prices and macroeconomic “stabilization”
puts economic reform on hold. He talks as if he wishes
to move ahead. At the September 1989 plenum of the
Central Committee he called attention to forthcoming
discussion by the Supreme Soviet of draft fundamen-
tal laws on ownership, land, leasing, republic econom-
ic rights, the local economy, self-management, and
taxation. And, in fact, there is momentum to press
forward with implementation of the 1987 Law on the
State Enterprise and elements of reform that are
preconditions of marketization, such as expansion of
enterprise rights in setting prices, wages, and output
levels; partial derationing of industrial supplies; and -
reduction in the number of plan indicators. In the
absence of rational prices and other essential condi-
tions, however, these steps have the perverse effect of
promoting arbitrary or monopolistic price increases
rather than cost reduction, wasting “cheap” energy
and raw materials, encouraging wage increases not
matched by productivity gains, and motivating enter-
prises to produce the wrong output mix. The devolu-
tion of some economic decision making authority from
the Center to the republic and regional levels, which is
also being conducted under the rubric of economic
“reform,” can have some beneficial effects, but risks
simply transferring ‘“‘command’’ methods from the
State Planning Committee to local bureaucrats and
strengthening autarkic tendencies that weaken overall
marketization, (Cavr)

A Gorbachev initiative with serious long-term impli-
cations has been the fostering of new forms of “owner-
ship” and management of production units. Gorba-
chev believes that the establishment of proprietary
interest is a basic key to economic revitalization and
that this condition cannot be achieved under the -
present depersonalized state ownership of the means
of production. Thus he is pushing strongly for accep-
tance of the proposition that “various” forms of
ownership are legitimate under “socialism.” Yet, at
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the same time, he has sharply attacked Western-style
private ownership of the means of production, equat-
ing this with “exploitation.” Although he supports
cooperatives, the solution to this ideological dilemma,
he emphasizes over and over, is the leasing of capital
stock and land to production collectives. He has in
mind not just agriculture and services, but large
chunks of industry. He clearly hopes that leasehold
property “ownership” will engender proprietary inter-
est, combat monopoly, and defeat bureaucratic sabo-
tage of perestroyka—while avoiding the supposed
adverse social consequences of real privatization. In
the not too distant future it is quite possible that
Gorbachev will unleash a big campaign to shift the
economy to leaseholding, despite resistance to it by
Yegor Ligachev and perhaps other members of the
Politburo oC

The difficulty with Gorbachev's calculation is that
experience in both Eastern Europe and the West
suggests that leaseholding does not produce the same
positive benefits as private ownership, although in
certain limited situations the results may be useful.
Leaseholding does not provide the basis for creation of
a true capital market, with the sale and purchase of
production assets. Thus market prices for capital and
land cannot emerge. Prices for these resources would
still have to be set by planners and could not reflect
particular circumstances or changes in values over
time. Nor does leascholding create the same interest
or empowerment of specific individuals to seck to
increase the value of enterprise assets. On the con-
trary, it may well make required investment and
structural rationalization decisions more difficult by
encouraging leaseholders of state-owned property sim-
ply to “mine” their assets—diminishing the econo-
my’s production capacity over time. (CoH—

Possibly Gorbachev recognizes these problems and
sees leaseholding as an ideologically defensible ““co-

- ver” for a longer term transition from collective to

private ownership. chortingh
suggests, however, that he really does reject large-

scale private ownership on ideological grounds and
believes that leaseholding provides a workable “socia-
list” alternative. His attacks on private ownership
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have been complemented by hedging in his defense of
cooperatives. By making these politically convenient
accommodations to the dominant collectivist prefer-
ences of Soviet elites and the population, at a time in
which the absence of legally regulated markets is
spawning growing corruption throughout the decen-
tralized sector of the economy, Gorbachev is reinforc-
ing strong impulses that exist to reassert “administra-

tive” controls over the economy. (S NE-Ne-0€)—

The collectivist predicament carries over into the
sphere of management. Gorbachev has vigorously
supported workplace democratization, including the
election of managers, as a means of breaking resis-
tance to perestroyka within the bureaucracy and
overcoming alienation and apathy among the work
force. The principle of electivity of managers was
codified in the Law on State Enterprises, adopted in
July 1987. In combination with collective leasehold-
ing, however, workplace democratization would ap-
pear——potentially at least—to be setting the Soviet
Union on the Yugoslav path. It will probably discour-
age investment by enterprises, encourage unjustified
wage increases, make it harder to broaden wage
differentials, strengthen pressures to continue subsi-
dizing enterprises operating at a loss, and promote
inflati

Political Reform Gambles

Drawing on the experience of earlier economic reform
efforts, Gorbachev has argued that economic reform
will fail ‘unless it is underpinned by political reform.
Since 1987 he has promoted political reform as the
key to perestroyka. His aim is to replace the tradition-
al Stalinist system of political power with an entirely
new structure that is less centralized, more democrat-
ic, more open to the unrestricted flow of political ideas
and information, more “constitutionalized” through
fundamental law, and more protective of the citizen’s
civil liberties. The key changes are those affecting the
demarcation of functions and power between the
party apparatus and the popularly elected soviets.

B

Transformation of the Communist Party

In the existing Soviet system the Communist Party

has provided the central mechanism of political inte-

gration. Under its aegis, acting more or less collegially
!

,Soercf“

through bureaus selected co-optatively at ali levels of
the party, representatives of the system’s key institu-
tions (the economic hierarchy, the soviets, the security
organs, and—especially—the party’s own bureaucra-
cy) have decided policy. In this system the party
bureaucracy—the “apparatus”—has itself routinely
exercised the right to issue binding orders to officials
in all other bureaucracies. It has also controlled the
process of personnel appointments to all leadership
posts in all institutions, whether these posts are
appointive or nominally “elective,” through the no-
menklatura system. Below the central level, the key
function actually performed by the party apparatus
has been to implement rather than make or win
converts for policy. Its most important role in this
respect has been to cope with inconsistencies between
enterprise production targets and available inputs
caused by incoherent economic plans. (This is why top
posjtions in the party apparatus, at least in the
Russian Republic, have generally been staffed with
engineers.) The real role of the army of “ideological”
functionaries in the party has been not so much to
argue the party’s position and build party “legitima-
cy,” as to communicate what the party leadership’s
position is on various issues. The problem of party
“authority” until recently was not particularly ger-
mane, because there was no political competitition,
few people were prepared to challenge the party line,
and those who did were handled by a different

bureaucracy—the KGB_{ca—

Gorbachev appears to believe that the party should

continue to integrate the entire Soviet system (“‘per-

form its vanguard role”). He has an altogether differ-

ent vision, however, of how this function is to be

performed. In his view, the party should abandon its

de facto executive and legislative activity. It should:

» Cede rulemaking power to the soviets and other
state or public organizations.

« Stop issuing binding orders to all other
organizations.

« Curtail dictation of personnel appointments through
the nomenklatura system.

» Remove itself from day-to-day involvement in the
implementation of economic plans.
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At the same time, the party shouid strengthen its
“political™ role by: .

» Serving as a brain trust at all levels to generate
appropriate macropolicies.

Winning authority for the party and its line by force
of persuasion in the emerging competitive political
arena.

Influencing elections and personnel appointments in
all institutions by cultivating and presenting the
“best” candidates.

Incorporating the interests of all strata of the
population through broad external dialogue and
internal party democratization/.(plf)"

Gorbachev is, in fact, attempting to implement this
model. He has weakened the Central Committee
Secretariat and may be reaching policy decisions in-an
informal group outside the Politburo. He has elimi-
nated the branch economic departments in the appa-
ratus—the organizational base for day-to-day party.,
intervention in the economy. He has ordered party
officials to exert influence through persuasion rather
than command. He has attacked the nomenklatura
system as prone to error and the perpetuation of
mediocrity. He is urging party leaders at all levels not
to wait for instructions from above but to develop
their own “action programs.” He is demanding that
all party officials emulate his own example and carry
the case for perestroyka to the population through the
mass media. He is promoting competitive elections
within the party. And he is instigating personnel cuts
in the party apparatus and a large-scale turnover of
party cadres, to which he attaches great significance.

oy

Essentially, Gorbachev’s program implies the liquida-
tion of the CPSU as it has existed and the creation of
an organization that is new in its functions, structure,
personnel, and relationships with other parts of the
Soviet system. Through this transformation the party
is to regain both the will and the legitimacy to rule.
Were such a metamorphosis to succeed, it could in
principle create an integrating vehicle compatible
with democratized soviets and other elective organiza-
tions. It would also clear away resistance in the party
apparatus to perestroykg 4e-ery"
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Secret

The odds against the desired transformation of the
party, nonetheless, are formidable. Exhortation to
exert influence through persuasion is unlikely to give
the party enough moral authority to compensate for
loss of the operational power to issue orders and
dictate personnel appointments. It is questionable
whether purging the party apparatus will increase its
ability to operate in a competitive political environ-
ment as much as Gorbachev seems to hope. Pravda -
complained editorially in June that “a considerable
part of the party apparatus is in total disarray and is:
unable to find its bearings in the new situation.” And
it is difficult to identify, beyond presumed psychic -
rewards, what the payoffs are to be that will motivate
party officials. Rather, the odds seem much higher
that Gorbachev’s strategy will simply undermine the
real-life CPSU, weaken its ability to bring order to a
still nonmarketized economy, increase uncertainty as
to its role, further demoralize both cadres and rank-
and-file members, and intensify the already high level
of anger of the apparatus toward Gorbachey (G

Empowering Democratized Soviets

Gorbacheyv is banking heavily on the soviets being
able in a timely and effective manner to fill the
vacuum created by his redefinition of the party’s role.
What he seeks is a mechanism that enjoys legitimacy,
is sensitive to pressures from below, is able to recon-
cile conflicting popular interests and demands, is
capable of controlling officialdom, and is nevertheless
responsive at least in general terms to party guidance.
With the election of the new Congress of People’s
Deputies and formation of the Supreme Soviet, the
first meeting of the Congress in June and subsequent
session of the Supreme Soviet, and, the upcoming.
elections to local soviets in the fall, Gorbachev has.
launched Soviet politics on a promising but perilous

path{eer)™

We should not exclude the possibility that this venture
will eventually succeed. Much of the brief experience
of the Congress and new Supreme Soviet-—especially
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the emergence of a new corps of middle-class politi-
cians, the frank discussion of formerly taboo topics,
the role of deputies in helping to solve the miners’
strikes, and the rejection of some nominees to the
Council of Ministers—provides grounds for hope. But
the politicization of the Soviet population, the urgency
of public needs, and the radicalization of demands
made by the rapidly growing number of “informal”
groups will impose severe strains on these new institu-
tions. Tolerance and compromise are not yet part of
the political culture of either the new Soviet electorate
or the new deputies. Political competition in this
arena, contrary to Gorbachev’s calculations, may
work against the establishment of market socialism.
Conflicts generated over ethnic issues will be bitter. A
“hardhat workers” politics of unpredictable orienta-
tion may emerge. The new institutions currently lack
most of the operational attributes of functioning
democratic parliaments that help them to conduct
business and deal with such pressures, and these can

develop only with time, {G-+e]™

Whether multiparty political competition will emerge
as the new soviets evolve is a critical issue. With the
formation of the “Interregional Group” of deputies,
the collective action of Baltic deputies, and the cau-
cusing of *“workers’ deputies,” organized opposition
has already arrived in the Supreme Soviet. Some
participants in these groups visualize the rapid emer-
gence of multiparty politics. And several groups out-
side the Supreme Soviet—for example, the Christian
Democratic Union, the Social Democratic Associa-
tion, the Democratic Perestroyka Club, and the vari-
ous ethnic fronts—are already organizing as political
parties, or plan to do so. T oC)

1t is conceivable that Gorbachev privately welcomes
the prospective emergence of multiparty competition
as a long-term stabilizer of the USSR’s new mass
politics. In this scenario, he might hope simply to
preserve the Communist Party’s de jure monopoly
long enough to effect the transfer of real power from
the CPSU to the Supreme Soviet, at which point
traditionalists in the party would be unable to prevent
recognition of a multiparty fait accompli. [t is more
likely, however, that—as he told Hungarian leaders
Nyers and Grosz in July—he is prepared to accept
multiparty politics in Hungary but does not want such

a system established in the USSR. Publicly, he has
repeatedly criticized advocacy of multipartyism in the
Soviet Union—arguing that this would multiply
cleavages in an already “complex” society and, most
important, would promote ethnic strife. In this scenar-
i0, he would be aware that his invitation to informal
groups to participate in parliamentary politics could
lead to the formation of other parties, as Nikolay
Ryzhkov and others have warned, but planned to
maintain the CPSU’s preponderant role by somehow
taming or co-opting the main opposition groups, (c-Ney—

In the meantime, as Ryzhkov has also observed, the
creation of the new activist Supreme Soviet headed by
Gorbachev introduces an element of profound ambi-
guity in the distribution of power and authority
between the CPSU Central Committee and Politburo,
the Supreme Soviet, and the Council of Ministers at
the very top of the Soviet system. When local elections
are held and empowered soviets formed at all lower
levels, this ambiguity will spread throughout the
system, potentially setting the stage for a generalized
“constitutional’ crisis. Large numbers of party secre-
taries are likely to be defeated in these elections. To
the extent that election by the populace to the respec-
tive soviet is seen to be a necessary validation of a
party secretary’s tenure of office, political reform will
sharply heighten anxiety and promote cleavage within
the party apparatus. Gorbachev probably hopes to use
the crisis resulting from elections to the soviets to
redefine formally, both constitutionally and through
revision of the party rules, the division of labor and
respective powers of party, state, and government

Organg. e-NF)

Implications

Stability

Gorbachev’s vision of a liberal Communist future
seeks to reconcile satisfaction of ethnic demands with
preservation of the Soviet multinational state, piece-
meal introduction of marketization with “socialism,”
and democratization with maintenance of the Com-
munist Party’s “vanguard role.” Minimizing blood-

shed has been central to his tactics. His desire to avoid
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major confrontation with the population and to find
“political” solutions to problems is reflected in his
encouragement of politicization of the population and
tolerance of social turbulence; his readiness to inter-
pret hostility toward the Communist Party and the
Soviet system as a product simply of failure by the
regime to eradicate past “mistakes”; his propensity to
ignore ideological “provocation”; his optimism about
reaching the “‘correct” solutions to problems through
rational calculation, dialogue, and compromise; and
his disinclination to use force or administrative pres-
sure.

These qualities are reflected in the gambles discussed
in this paper, which in turn are generating major
problems:

« In the nationality arena, glasnost and Gorbachev’s
gamble on defusing ethnic grievances and achieving
a more voluntary federative union through dialogue
is activating passions on all sides, stimulatinga ~
serious secessionist challenge, and fueling an impe-
rial backlash. :

o In the economic arena, Gorbachev’s gamble on
postponement of price reform, a crash consumption
program, and selective pursuit of certain structural
changes has placed real marketization on hold,
mortgaged its introduction to a financial stabiliza-
tion program that is more likely than not to fail,
possibly compromised its eventual success with
strictures against private economic activity, and set
the stage for continued corruption and protracted
economic crisis.

In the political arena, Gorbachev’s gamble on re-
constituting the Communist Party along lines that
have no parallel in single-party (or multiparty)
systems elsewhere is seriously weakening the central
existing mechanism for societal integration in the
USSR, while the gamble on instituting guided
democracy through the soviets is likely to impose
large new strains on the regime sooner than it
provides an effective means for dealing with them.

Gorbachev has no easy options, and other gambles
would have produced other problems. Wherever those
problems might have led, the set of problems Gorbachev
has in fact fostered is likely to lead in the foreseeable
future to major instability in the USSR (eF]"
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So far, neither the rioting, nor the communal violence,
nor the demonstrations that have occurred in the non-
Russian republics have compelled Gorbachev to resort
to more than limited doses of armed repression. The
most violent conflicts have largely not involved natives
versus Russians. However, with the escalation of
ethnic assertiveness generally since 1988, the radical-
ization of Baltic demands, and the growth of Russian
nationalist sentiment, the stage is being set for major
Russian/non-Russian conflict. Potentially, the most
explosive near-term source of such combustion is the
backlash of large numbers of Russians living in the
borderlands to native attempts to assure priority of
the local language, residency requirements for politi-
cal participation, and progress toward autonomy or
even independence. The fears now displayed among
Russians in the Baltic republics and Moldavia could
lead spontaneously to confrontations that would re-
quire large-scale intervention by Moscow. But they
also provide fertile soil for provocation by Gorba-
chev’s opponents designed to force broad intervention
that would undermine perestroyka. At some point,
even in the absence of settler-instigated conflict,
native assertiveness is likely to precipitate confronta-
tion with the Center, however self-disciplined the non-
Russians may be. One factor that could lead to such a
clash might be Moscow’s determination not to allow
relaxation of controls in the Baltic republics to set a
precedent for the Ukraine, (e

Gorbachev has sought to replace Brezhnev’s tacit
understanding with the population, which essentially
provided a guaranteed minimum living standard and
social security benefits in return for political passivity,
with a new “social contract™ that would provide
greater economic opportunity and political participa-
tion in exchange for harder work and less economic
security. But his economic gamble is unlikely to
generate the sustained growth in material rewards
necessary to support such a transition. At best, the
policy will stabilize a deteriorating situation; if it fails,
the result could be hyperinflation and the emergence
of a barter economy. And the policy still leaves the
economy in a state of protracted vulnerability to at
least three generators of an economic downturn that
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would further enhance the likelihood of street politics:
the incoherent current blend of “plan™ and “market™;
the possible chain reaction of producer-good supply
shortages noted above; and—not least—major strike

activityﬁgﬂff

Gorbachev was able in July to deflect blame for the
miners’ strikes and turn them to his own immediate
advantage, but only by granting major concessions to
the miners that will increase the deficit and may well
encourage more groups to use ultima jti

Heady from their success, organized min-
rs are spearheading formation of a mass labor move-
ment, which might develop widespread support among
workers who want the security of the old social
contract as well as the improved quality of life
perestroyka promisesw

Glasnost, the evaporation of fear of authority, and
Gorbachev’s attempt to mobilize popular pressure
against bureaucratic vested interests have—in combi-
nation with consumer dissatisfaction and diffuse pub-
lic anger toward the Establishment—tapped latent
impulses and energized political moods at the base of
Soviet society. The old “transmission belts”—espe-
cially the trade unions and Komsomol—that integrat-
ed the “masses”™ with the regime have, in the new
competitive environment, become increasingly irrele-
vant: Elections to the Congress of People’s Deputies
revealed how little confidence the party apparatus
itself enjoys among the population at large. Gorba-
chev’s gamble on radically restructuring Soviet politi-
cal institutions is further weakening the old mecha-
nisms that repressed popular unhappiness,

Opinion polls and abundant evidence from other
sources suggest that the public’s priority concern is
improving the standard of living. To the extent that
the iiew Supreme Soviet and local soviets act as
vehicles for absorbing mass unrest, they are likely to
press for welfare spending, wage increases, subsidies
for unprofitable enterprises, delay of price reform,
and ‘other measures that will increase the difficulty of
moving toward effective marketization. In this sense,
the phasing in of political reform before economic
reform may have severe long-term costs/.(p‘wr’

Soerel

But political competition encouraged by reform is
giving voice to other concerns as well: about public
order, crime, loss of control in the borderlands, envi-
ronmental destruction, erosion of traditional values,
elite corruption, and profiteering by cooperatives. This
volatile mixture of grievances could, under conditions
of continuing consumer deprivation, lead to outbreaks
of anarchic violence or provide a social base for
attempts by political elites to reverse Gorbachev’s
policies,

Political Qutcomes

Gorbachev’s gamble on a protracted transition to
marketization, unless modified, is likely to delay
serious economic revitalization indefinitely and create
conditions of chronic instability irrespective of the
destabilizing impact of ethnic conflict. Under these
conditions, governing the Soviet Union will become
progressively more difficult. Yet the fragmentation of
political power currently under way will probably
continue. Within the party, divisions now visible
pitting natives against Russians within the republics,
republic party organizations against other republic
party organizations and against the Center, RSFSR
oblast party organizations against the Central Com-
mittee apparatus, and liberal against traditionalist

. factions, will expand. And Gorbachev’s personal au-

thority within the party and among the population at
large will probably continue to decline, despite his
political victory at the September plenum of the
Central Committee4eNF)

Some observers have speculated that anarchy will be
the end result of these developments. This is a highly
unlikely outcome: if “anarchy” does occur, it will
simply mark the transition from one set of political
arrangements to another. What is likely is that insta-
bility will force the Soviet leadership to choose from
an array of crackdown measures, ranging from stron-
ger threats, to new restrictions on freedom of speech
and assembly, to bans on strikes, to personnel purges,
to exertion of economic pressures, to police or military
intimidation, to deployment of larger and more ag-
gressive security forces, to declaration of states of
emergency, to imposition of martial law. Choices here
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will hinge partly on how threatening to regime surviv-
al conditions of instability are judged to be, partly on
how effective in suppressing disorder given types of
crackdown are predicted to be, and partly on how - -
counterproductive the crackdown measures are held

to be'in terms of frystrating attainment of other key
objcctiveymﬂ)/“

The record suggests that Gorbachev has a high
tolerance for disorder, will seek as long as possible to
find compromise solutions, and, when decisive action
becomes necessary, will attempt to select measures at
the lower end of the crackdown scale. He seems to
fear that bloodshed resulting from a crackdown would
seriously exacerbate conflict situations; he probably
has not been impressed by the efficacy of force
applied in Central Asia and the Caucasus; and he - .
must fear the consequences for perestroyka and his -
foreign policy of a broad and extended resort to armed
might. .

A major escalation of repression, especially if it
involved the imposition of martial law, could well pose
the question of who should lead the USSR. Currently
there is much speculation in Moscow about martial
law, the acquisition by Gorbachev of unrestrained .
power, coups, and military takeovers. Gorbachev
might be inclined to adopt a.broad view of his
prerogatives as head of state, and perhaps even exer-
cise limited emergency powers in an effort to advance
perestroyka. He would be willing to escalate coercion
somewhat to maintain order and isolate nationalist or
other “extremists.” At the September 1989 plenum of
the Central Committee he condemned “extremist
rallies that provoke interethnic clashes and terrorize
and intimidate people of other nationalities,” and
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declared that “where a threat to the safety and life of
people arises, we will move decisively using the full
force of Soviet laws.” He also observed, with respect
to Nagorno-Karabakh, that “we stand before the need
to take resolute measures; we cannot allow anarchy,

let alone bloodshed, . ¢e-xT)~

Yet it is highly doubtful that Gorbachev would
abandon his reform program and his natural constitu-
ency by sanctioning indiscriminate violence, or engage
in a bid to seize dictatorial power through an alliance
with his political enemies. It is possible, however, that
he might choose to resign rather than assume respon-
sibility for a crackdown involving a major imposition
of martial law. In his conversation with the Hungar-
ians noted above, Gorbachev seemed to imply that he
would have resigned rather than order force to be
used against the strikers. And he appeared to be-
dropping a similar hint in a speech he delivered more
recently in Leningrad. Naturally, he could also justify
retaining office (if he were indeed inclined to resign)

on “lesser evil” ground