Economic Gonstraints and the
End of the Cold War

Stephen G. Brooks and William C. Woblforth

DEBATES ABOUT HOW the various causes of great events interact cannot be
resolved conclusively, but neither can they be avoided. All arguments about the
implications of the Cold War’s end for both policy and international relations
theory hinge on rendering some judgment about how changing economic con-
straints affected this seminal event. Although scholars have spent a great deal
of intellectual energy tracing the effects of ideas and leaders, comparatively
few studies rigorously analyze how economic shifts independently influenced
the final years of the U.S.-Soviet rivalry.! The Endgame conference illustrates
this problem. James Baker opened the conference with an analysis that high-

lighted Soviet economic decline and geopolitical exhaustion, yet the subse-
quent discussions focused on the interaction between leaders, changing ideas,
and domestic politics.

Participants, observers, and scholars are convinced that these factors all
conspired to end the Cold War. But the analysis of how they interacted is ham-
strung by imprecision. The standard approach is to show that because some
cause did not wholly determine the outcome, some other cause “matters.” The
problem is that no one actually claims that any single factor is both necessary
and sufficient to explain the end of the Cold War. Unfortunately, scholars rou-
tinely succumb to what we have elsewhere termed the “strawman bias”; they
are led to misrepresent others’ work as deterministic in order to showcase the
significance of their otherwise unremarkable finding that some cause mattered
in explaining a complex outcome.? The result is debate in which scholars reg-
ularly impute to others clearly untenable claims that some factor wholly deter-
mines an outcome, which they then debunk with evidence that another factor
actually played a role. Against this confused backdrop, it is no wonder that
scholars increasingly question whether qualitative research on important cases
like the end of the Cold War can add to our general knowledge of interna-
tional relations. '

1. See Stephen G. Brooks and William C. Wohlforth, “Power, Globalization and the End of the Cold
War: Reevaluating a Landmark Case for Ideas,” International Security 25, no. 3 (2000/2001): 5~7.

2. For a discussion of the strawinan bias, see Stephen G. Brooks and William C. Wohlforth, “From Old
Thinking to New Thinking in Qualitative Research,” International Security 26, no. 4 (spring 2002).
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We seek to move beyond this standard practice by dnalyzing the role of
economic constraints in a probabilistic manner. Our central finding is that the
rapidly escalating economic costs of maintaining the Soviet Union’s interna-
tional position made the Cold War’s end on American terms the most likely
outcome. Elsewhere, we have demonstrated this finding by carefully sifting
through general patterns of evidence concerning this case.3 Here, our main goal
is to evaluate the most influential arguments against the explanatory power of
economic constraints in this case. These objections are featured in the chapters
by the other scholarly contributors to this volume, and they all entail careful
consideration of counterfactual arguments. We find that these rebuttals do not
undercut the major implication of the new evidence on economic constraints
and superpower decision making. The problem is that these scholars’ counter-
factual arguments also suffer from the strawman bias: in the end, they only
succeed in showing that the actual outcome was not the only possible outcome.
Such an argument works only against a deterministic claim concerning a specific
event, which, again, no social scientist ever advances. Here, we seek to address
these counterfactuals in a more realistic manner; that is, probabilistically.

We proceed in three main sections. First, we briefly review the nature of
the economic constraints facing the Soviet Union during the final phase of the
Cold War. Second, we provide a concise portrayal of how our probabilistic
conception of the causal effect of economic constraints actually works—that
is, how economic incentives pushed events in certain overall directions with-
out determining them. Third, and most important, we analyze the major
objections to our analysis and the counterfactual arguments they imply. We
conclude that on currently available evidence, economic constraints were
more than necessary but less than sufficient to explain the end of the Cold
War. Rather, they made Soviet retrenchment the most likely response.

Soviet Decline, Globalization, and the Cold War Endgame

Despite the ambiguity plaguing the literature on the end of the Cold War,
there has been marked progress in scholars’ knowledge of economic con-

3. Brooks and Wohlforth, “Power.” We ;)rovide further discussion of the probabilistic nature of our find-
ings in Brooks and Wohlforth, “From Old 'Thinking to New Thinking.”

4. This problem concerns not only the use of counterfactuals in analyzing the end of the Cold War, but
also more general treatments of the use of counterfactuals in international relations. See, for example,
Richard Ned Lebow, “Contingency, Counterfactuals, and International Systems Change,” Political Science
Quarterly 115, no. 4 (winter 2000/2001): 591-619.
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straints in this case. In the early 1990s, the conventional wisdom was that
Soviet material decline was small or nonexistent, and consequently had little
causal weight in the end of the Cold War.S A second wave of empirical scholar-
ship that emerged in the mid-19gos revised the conventional wisdom. Most
now agreedrthat the Soviet material decline had actually been quite significant
beginning in the early to mid-1980s and that it did play a significant causal
role. Still, most held that while decline played an important role in prompt-
ing a major shift in Soviet foreign policy, the resulting policy change could
have just as easily been toward aggression or a new version of muddling
through, and so other factors must have played the key role in resolving this
uncertainty. ‘This is essentially the position taken in Chapters 7 and 8 herein.
One problem with this view is that we now have much better data about
the economic constraints on the Soviet Union, all of which indicate that they
were much more pressing than scholars realized in the mid-19gos. In particular,
decline began earlier, progressed faster, was far more pronounced, and had far
greater effects on policy deliberations than scholars assumed. Moreover, it is
now apparent that changes in the world economy-—especially the globalization
of production—dramatically changed the incentives facing Moscow in the
1980s. In the subsections that follow, we review the basic nature of this evidence.

Decline
The Soviet economy grew at impressive rates in the 1950s and registered
respectable performance in the 196os, but in the second half of the 1g7os it
entered an acute decline from which it nevercecovered.” By the time Mikhail
Gorbachev became general secretary in 1985, the Soviet Union had grown on
average at least 12 percent slower than the United States over the preceding
decade.®? And U.S. allies such as Germany and Japan were also growing

- 5. See, for example, Charles Kegley, “The Neoidealist Moment in International Studies? Realist Myths
and the New International Realities,” International Studies Quarterly 37, no. 2 (June 1993).

6. See, for example, Coit D. Blacker, Hostage to Revolution: Gorbachev and Soviet Security Policy, 1985-1991
(New York: Council on Foreign Relations, 1993), and Wiiliasn Wohlforth, “Realism and the End of the Cold
Waz,” International Security 19, no. 3 (winter 1994/95).

7. See Brooks and Wohlforth, “Power,” 14—20, and sources cited therein.

8. One percent is the CIA’ calculation, reported in Joint Economic Committes, U.S. Congress, Measures
of Soviet Giross National Product in 1982 Prices (Washington, D.C.: U.S. Government Printing Office, 1990).
'Two percent is the estimate of Russian economist G. 1. Khanin, in “Ekonomicheskiy rost: Alternativnaya
otsenka” [Economic growth: An alternative estimate], Kommunist 17 (November 1988): 83—go. Analysts agree
that official data vastly overstated Soviet economic performance. Most now also agree that the CIA% estimates,
which were based on a complex reworking of official data, significantly overstated Soviet output, Most
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sources: Gertrude E. Schroeder, “The Slowdown in Soviet Industry, 1976-1982,” Soviet Economzy,
Vol. 1, No. 1 (January~-March 1985), pp. 42-74; Boris 7. Rumer, Soviet Steel: The Challenge of
Modernization in the USSR (Ithaca, N.Y. Cornell University Press, 1989); and G. I Khanin,
“Ekonomicheskiy rost: Alternativnaia otsenka” [Economic growth An alternative estimate].

Kommunist No. 17 (November 1988), pp. 83-90.

FigurEe 1. The Soviet Decline

rapidly, making Moscow’s relative decline all the more salient. The entire
Soviet economic system was geared toward increasing such industrial-age
metrics as steel production. Yet as Figure 1 shows, even those indices declined
precipitously after 1976. Meanwhile, the country’s long-standing gualitative
lag increased in exactly this period, with the productivity of research and
development (R&D) and technological progress both declining. Com-
pounded over time, an economic growth lag of 1—2 percent below the United

States would have devastating effects on the Soviets’ ability to keep up with

important, CIA estitnates dramatically underreported the severity of the decline that preceded Gorbachev
and accelerated during his leadership. See Vladimir Kontorovich, “Economists, Soviet Growth Slowdown
and the Collapse,” Ewrope-Asia Studies 53, ne. 5 (July 2001): 675-95.

9- See Vladimir Kontorovich, “Technological Progress and Research and Development,” in Michael
Ellman and Viadimir Kontorovich, eds., The Disintegration of the Soviet Economic Systern (New Yorl:
Routledge, 1992). A good assessment of the military implications of this technological lag is Central
Intelligence Agency, Directorate of Intelligence, “The Soviet Defense Industry: Coping with the Military-
Technological Challenge,” SOV-87-10035DX (July 1087), declassified and made available on CD-ROM by
the CIAs Center for the Study of Intelligence.
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their Cold War competitors. Considering U.S. allies as well as the growing
technological lag made the equation much worse, And with each passing year,
it would become harder for the Soviets to match U.S. capabilities.

The causes of Soviet decline continue to be debated, but there is wide-
spread agreement that an important part of the explanation lies in the large
and growing costs of the Soviet Union’s international position. As Vladimir
Kontorovich sums up, “The achievement of strategic parity with the west and
the macroeconomic stagnation, or decline, in the late 1970s to early 1980s, are
strongly related.”10 Defense claimed a massive proportion of Soviet resources.
Despite daunting measurement problems, different sources converge around
an estimate of roughly 40 percent of the budget and 15—20 percent of GDP in
the early 1980s, or at least four times the U.S. level.!! By any comparative
standard, this is a punishingly high peacetime commitment to military power.
Not only was the defense burden high, but it was generally rising from the

‘mid-1970s on.12 And these quantitative measures, as dramatic as they are, fail
to capture the fact that the Soviet military-industrial complex had a priority
claim on scarce qualitative resources, such as high-technology and R&D
expertise.!3 Moreover, defense allocations were only part of the story. Moscow’s
international position imposed other costs that were also increasing in this
period. The CIA estimated that the costs of the Soviet Union’s “global posi-
tion” more than doubled between 1970 and 1982.14 At the beginning of the
198o0s, the Central Committee estimated Soviet spending on foreign aid alone
at 2 percent of GDP.15 And, as we shall discuss in more detail, the costs of
Moscow’s East Européan dependencies began,to escalate in the late 1970s and
early 1980s.

Two critical conclusions emerge from this discussion. First, the Soviet
Union was in a state of severe relative decline beginning in the second half of

10. Ellman and Kontorovich, The Disintegration of the Soviet Economic System, g.

11. See Noel E. Firth and James H. Noren, Seviet Defense Spending: A History of CIA Estimates,
r95o-19g0 (Houston: Texas A&M Press, 1998), for the CIA estimate of around 1§ percent in 198c. Using a
different methodology (percentage of the workforce in the defense sector), Clifford Gaddy estimates 20 per-
cent; see Gaddy, The Price of the Past (Washington, D.C.; The Brookings Institution, 1997), chap. 1.

12. See Brooks and Wohlforth, “Power,” 24.

13. As Gorbachev notes, “Of 25 billion rubles in total expenditure on science, zo billion went to the mil-
itary for technical research and development.” Mikhail Sergeevich Gorbachev, Memoirs, trans. from the
German edition by Wolf Jobst [which was translated into German from the Russian original by Georges
Peronansky and Tatjana Varsavsky] (New York: Doubleday, 1995), 215.

14. Firth and Noren, Soviet Defense Spending, 134.

15. Michael Ellman and Viadimir Kontorovich, eds., The Destruction of the Soviet Economic System: An
Insider’s Account (Armonk, N.Y.: M. E. Sharpe, 1998), 293.
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the 1970s. Second, declining Soviet economic performance was to a signifi-
cant degree a reflection of the international environment. The Soviet Union’s
position as one pole in a bipolar system, and as a formal challenger to the U.S.-
dominated international status quo, imposed massive and growing burdens on
a Soviet economy that was in desperate need of renewed growth. Moreover,
by the late 1970s, it was becoming increasingly evident to Soviet analysts that
the world’s most advanced economies—all of which were arrayed against the
Soviet Union—were undergoing an important transformation involving the
rapid development of high technology. The Soviets dubbed this the “scientific
and technological revolution,” and there was little doubt that it was leaving
them behind. And this brings us to a second critical economic shift that influ-
enced the course of the Cold War competition.

The Changing Structure of Global Production

As inefficiencies mounted in the Soviet economy during the 1970s, the global
economy was concomitantly undergoing important transformations that served
greatly to accelerate the opportunity cost of the Soviets’ international economic
isolation. Underlying these transformations were two interrelated technologi-
cal shifts that accelerated in the late 1970s and early 1980s: the massively
increased cost, risk, comiplexity, and importance of technological development;
and dramatic improvements in transportation and communications technol-
ogy. The escalating cost and importance of technological development created
strong incentives for crucial shifts in the structure of global production that, in
turn, were facilitated by cheaper and better transport and communications.
Four shifts in the structure of global production were especially relevant to the
superpower rivalry during the Cold War’s last years: (1) the upswing in the
number and importance of interfirm alliances; (2) the growing opportunity cost
of being isolated from foreign direct investment (FDI); (3) the increase in inter-
national outsourcing; and (4) the enhanced efforts by many global firms to
break up the value-added chain and locate different parts of the production
process in countries that offer the greatest locational advantages.16

The Soviet Union and its allies were almost completely isolated from
these global production changéi;, which achieved their greatest salience among

16. For thorough reviews of these changes in the structure of global production, and the role of techno-
logical shifts in producing them, see Stephen G. Brooks, “The Globalization of Production and International
Security” (Ph.D. diss., Yale University, 2001), chap. 3.
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the Soviets’ international competitors—the United States and its allies. "T'hus,
“globalization” was not global: it took sides in the Cold War, While U.S. and
Western multinational corporations (MINCs) could exploit a greatly expand-
ing web of international interfirm alliances during the 1980s to increase their
opportunities for technological innovation and reduce the risks and difficulty
associated with R&D, the Soviets were completely isolated from this trend.!?
‘While rapidly increasing FDI inflows allowed the United States to gain access
to the latest technologies and production methods from throughout the world,
the Soviets were largely dependent on autonomous improvements in technol-
ogy and production methods.!8 And instead of being able to disperse produc-
tion throughout the world to reap various efficiencies as firms from the United
States and its main allies~~Japan, West Germany, France, and Britain—were
able to do, Soviet enterprises were forced to generate almost all of their key
components and production within the Eastern bloc.19

While relative Soviet autarky was a staple feature of the Cold War that
had long entailed significant economic handicaps for Moscow, these handicaps
greatly increased in relative importance as the cost, complexity, and difficulty
of technological developmént spiraled upward in the late 1970s and 1980s and
as the globalization of production concomitantly accelerated.20 Isolation from
the globalization of production increased the difficulty of keeping up with the
West in terms of general economic and technological productivity, likely the
key concern of many new thinkers. Moreover, Soviet isolation from these
global production changes simultaneously made it much more difficult to remain

17. The overwhelming majority (more than go percent, b; many estimates) of interfirm alliances during
the 1980s were located within the triad of Western Europe, Japan, and North America. See Stephen Kobrin,
“The Architecture of Globalization: State Sovereignty in a Networked Global Economy,” in J. Dunning, ed.,
Governments, Globalization, and International Business (Oxford: Oxford University Press, 1997), 150.

18. During the 198os, the “annual average growth rate for FDI outflows reached 14 per cent.” Geoffrey
Jones, The Evolution of International Business (London: Routledge, 1996), 2. As the absolute leve] of FDI rose
dramatically in the 1¢98os, the Soviets remained isolated from these flows, while the share of FDI based in
Western Europe, the United States, and Canada increased from 62 percent of the world total in 1980 to 70
percent in 19¢3. Jones, Evolution, 48, 54.

19. In combination, these five Western countries accounted for 74 percent of the total world FDI stock
in 1g80. Ibid., 47. One reflection of the enhanced degree to which the production of U.S. MNCs became
strongly integrated internationally during this period is that “the value of United States intra-firm exports
increased by nearly two-thirds between 1977 and 1982 and by over 7o per cent between 1982 and 1989.”
United Nations Conference on Trade and Development (UNCTAD), Worid Investient Report 1994:
Transnational Corporations, Employntent, and the Workplace (Geneva: United Nations, 1994}, 143. Another
reflection of this trend is that the value of offshore outsourcing by the United States increased from
U.5.$48.8 billion in 1972 to U.$.$356 billion in 1987. See World Bank, Globa! Economic Prospects and the
Developing Countries (Washington, D.C.: World Bank, 1997), 45.

zo. On the changing nature of technological development, see Kobrin, “Architecture of Globalization,”
149-50.
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technologically competitive in the arms race—of foremost importance to
more traditionally minded old thinkers. Interfirm alliances in the 1980s were
concentrated in those sectors with rapidly changing technologies and high
entry costs, such as microelectronics, computers, aerospace, telecommunica-
tions, transportation, new materials, biotechnology, and chemicals.?! At the
same time, production appears to have been most geographically dispersed in
those sectors of manufacturing with high levels of R&D costs and significant
economies of scale, such as machinery, computers, electronic components,
and transportation.2? These sectors read like a who’s who of dual-use indus-
tries. In short, the very sectors that were becoming most internationalized in
the 1980s were those that provide much of the foundation for military power
in the modern era. For this reasgn, Soviet isolation from ongoing global pro-
duction changes became a tremendous handicap relative to the West in the

1980s in the military realm.23

Economic Constraints and Policy Shifts

Beginning in the late 1970s, critical conditions that had shaped the Cold
War—a Soviet Union that could remain relatively autarkic and yet generate
capabilities compettive with and rising relative to those of the United States—
thus began to change measurably and consistently. How exactly did these
underlying shifts alter the incentives facing policymakers in the Cold War’s
endgame? And how did these incentives actually affect policy outcomes? We
outline answers to these questions in the subsections that follow.

Causal Effects of Rising Economic Constraints
Rising economic constraints had two critical consequences for Soviet foreign
policy. First, relative decline and Soviet isolation from ongoing global produc-
tion changes created strong incentives for the country to retrench internation-
ally; that is, to halt and, eventually, reverse the growth in the costs of Moscow’s
global position. Given the punishingly high degree to which the Soviets were
already pouring scarce economic resources—especially R&D—into the mili-
tary, the possibility that this burden might increase even further was truly an

»

21. See, for example, Peter Dicken, Global Shift: Transforming the World Economy New York: Guilford,
1968), 229, and Kobrin, “Architecture of Globalization,” 15a.

22. See World Bank, Global Economic Prospects, 4z.

23. For a detailed analysis of this point, see Brooks, “Globalization,” chap. 5.
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ominous prospect for Gorbachev and many other policymakers.2¢ By the mid-
1980s, even important figures in the Soviet military shared this assessment.2’
Stemming the rising costs of the Soviet Union’s international position implied
moderating the arms race and scaling back the costs of competition in the
"Third World. In addition, the general incentive to reduce the rising costs of
empire meant limiting Moscow’s intervention in the domestic affairs of its
Central European allies. The more the Soviet Union and its dependencies
declined, the higher the governance costs for Moscow-—that is, the higher the
marginal cost of maintaining Russian influence over the domestic choices of
Central European states—and the greater the incentives to devolve authority.

The second essential casual effect of these shifts is that they affected the
bargaining outcome once the Soviet alliance began to unravel. The key here is
that both the Soviet Union and its Eastern European allies turned out to be
far worse off in economic terms than observers recognized before 1989. By
" the time the actual terms of the Cold War’s settlement were negotiated—in
the winter and spring of 198g-go—resource constraints were overpowering
the Soviet policy process on all fronts (Table 1). It is often argued that failure
to predict the precipitous economic decline of the Soviet Union and its key
allies in Eastern Europe somehow impugns an explanation rooted in economic
constraints. But the fact that analysts were not aware of how close the Soviet-
type economies were to utter collapse is not evidence that the collapse was not
of central importance.26

The Links Between Economic Constraints and Policy Effects
'The connection between econormic constraints and policy change is not mech-
anistic. An economic downturn for one or two years may or may not represent
a trend to which decision makers must respond. One only knows whether one

is experiencing a “trend” after observations have confirmed it for many years

24. The best-researched study that documents this dilemma is Gaddy, Price of the Past. For a wide-rang-
ing review, based on Soviet writings and speeches, see Central Intelligence Agency, Directorate of
Intelligence, “The USSR Confronts the Information Revolution,” SOV 87-10029 (May 1987), declassified
and made available on CD-ROM by the CIAs Center for the Study of Intelligence.

25. See Willlam Odom, The Collapse of the Soviet Military (New Haven: Yale University Press, 1998), g1,
223.

26. By way of analogy, our ability to detect asteroids is presently imperfect. If, owing to limits on our
powers of observation, we fail to foresee an asteroid impact on Earth, this predictive failure would indicate
neither that the asteroid did not have an important effect, nor that our theories of astrophysics are flawed.
The sole lesson would concern our capacity to measure variables central to the theory concerned. For more,
see David Dessler, “Prediction as a Criterion of Theory Appraisal in International Relations: Lessons from
the Natural Sciences” (M5, William and Mary College).
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TABLE 1. Soviet Economic Performance During the Cold War Endgame
1986 1987 1988 1989 1990 1991

GNP growth ,

(percent per year) 4.1 1.3 2.1 1.5 -12 -13
Internal debt as a percentage

of GDPb 20,0 22 36 43 55 na.
Budget deficit as a percentage

of GDP -2.4 ~6.2 -8.8 -11 -14 -20

Balance of payments in
convertible currencies
(in billions of 11.S. dollars)e 0.637 -2.3 -0.72 -3.7 -11.84 n.a.

sources: David Kotz , with Fred Weir, Revolution from Above: The Demise of the Soviet System
(London: Routledge, 1997); International Monetary Fund, The World Bank, Organisation for
Economic Cooperation and Development, and European Bank for Reconstruction and Develop-
ment, A Study of the Soviet Economy (Paris: OECD, 1991); Sergei Germanovich Sinel’nikov,
Biudzhetnyi krisis v rossti, 1985-1995 gody (Moscow: Evraziya, 1995); Michael Ellman and Vladimir
Kontorovich, eds., The Destruction of the Sovier Feonomic System: An Insider’s Account (Armonk, N.Y.:
M.E. Sharpe, 1998).

+The figures for 1986-90 are CIA estimates; those for 1991 are official Russian data as reported in
Sinel’nikov.

b The figures for 1986-89 are official data; the figure for 1990 is an estimate reported in Ellman and
Kontoravich, The Destraction of the Soviet Economic System:.

© On a settlements basis. Payments deficits in nonconvertible currencies also increased dramatically over the
period.

4 First half of 1990 only.

in a row. In the case of the Soviet Union and the.end of the Cold War, obser-
vations confirming negative economic trends accumulated in the late 1970s
and early r98os. Growth plunged in 1976. In 1980, the economy entered an
outright recession. Then, the economic crisis spread to Moscow’s allies in
Central Europe.27 By the early 1980s, the systemic decline of the Soviet Union
and its chief allies was undeniable.

Of course, increasing economic constraints did not force a response in
the way that deterministic causation occurs in nature. For one thing, even after
a trend is recognized, it always takes some time to formulate and effect a
response, given the standard institutional and organizational lags that charac-
terize any modern polity and the fact that individual leaders are bounded in
their ability to process information. Moreover, human beings take action
based on expectations. A Soviet leader could have resisted changes for a period

17. Economic growth in Moscow’s Eastern European allies declined from an average real GDP growth
rate of 3.23 percent in 1971-80 to 0.9 percent in 1981-85, and eventually reached an average growth rate of
~1.16 percent in 198¢. Calculated from data in Carol Clark, “Relative Backwardness in Eastern Europe: An
Application of the Technological Gap Hypothesis,” Economic Systems 17, no. 3 (September 1993): 170.
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of time, the length of which one can argue over counterfactually. An explana-
tion rooted in changing economic incentives simply posits that the agents con-
cerned responded to expectations of economic trends. Here, the most impor-
tant question is: What were the alternatives to retrenchment? By 1985-87,
there was no evidence that just clinging to the status quo and hoping trends
would miraculously reverse themselves would be a sustainable policy over the
long run. A renewed assault on the West would only increase the economic
burden Moscow already faced. Given the United States’s economic and mili-
tary ascendancy, higher tensions would only reinforce its dominance over its
own alliance and hence its ultimate superiority over Moscow. Preventive war
was out of the question, given overall U.S. material superiority, nuclear deter-
rence, and the declining economic value of territory.

The evidence concerning perceptions of economic constraints and their
connection to new ideas and policies is strongly consistent with the argument
- we have developed thus far. Three general patterns of evidence are indicative
of this overall finding. First, Soviet policymakers at the highest levels began to
agonize over relative decline in the early 1980s, just as the systemic decline of
the Soviet Union became undeniable.28 Internal assessments of Soviet eco-
nomic decline either matched or were more pessimistic than the data pre-
sented in Figure 1.29 As we would expect, there was a two-to-three-year lag
between recognition of the systemic trend and the new policy response.
However, even in this period (roughly 1981-85), evidence reveals leadership
efforts to contain foreign policy costs and close the widening gap between
capabilities and commitments. In particElar, Brezhnev, Andropov, and
Chernenko all struggled hard to stem the growth in defense spending in the
early 198os, despite the hard line coming from Washington and heavy pres-
sure from the military.30

Second, the data demonstrate how decline and resource constraints
helped propel new policy innovations. Memoirs and other recollections—by

28. See Mark Kramer, “Ideology and the Cold War,” Review of International Studies 25, no. 4 (October
1999): §39-76.

29. This is the general finding reported in Michael Ellman and Vladimir Kontorovich, “I'he Collapse of
the Soviet Systemn and the Memoir Literature,” Europe-Asia Studies 49, no. 2 (March 19g7). More specific rec-
ollections include Ellman and Kontorovich, Destruction of the Soviet Economic System; Gorbachev, Memsoirs;
Vitaliy Ivanovich Voromikov, 4 byl eto tak . . . Iz dnevnika chlena Politbyure TBK KPSS (Moscow: Sovet vetera-
nov knigoizdaniya, 1995); Yegor Gaidar, Days of Defeat and Victory, trans. Jane Ann Miller (Seattle: University
of Washington Press, 1999); Stanislav Shatalin, “‘so0 dney’ i drugiye dni moyey zhizni,” Nezavisimaya gazeta,
March 31 and April 2, 1992; Nikolai Ryzhkov, Perestroyka: istoriya predatl’sty (Moscow: Novosti, 1992).

30. According to Firth and Noren, Sovier Defense Spending, they succeeded in capping budgetary growth,
but because the economy actually declined in 1980-82, defense outlays as a percentage of GDP probably rose.
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new and old thinkers alike—consistently document that the mounting evidence
of Soviet relative decline and technological inferiority played a role in the evo-
lution of individuals’ policy perspectives.3! The momentum behind new policy
directions was intimately related to cascading information on the Soviet
Union’s material failings compared to the United States and its chief allies. At
each wrenching step in the process of discarding old policy approaches and
adopting new ones, resource constraints were of central importance.32

It is clear, moreover, that both new and old thinkers strongly resisted a
complete abandonment of traditional Soviet ideas and policy practices.
Gorbachev’ initial response did not threaten system fundamentals. He adopted
a policy of “acceleration” (uskoreniye) of the Soviet economy via discipline, new
personnel in key managerial roles, an anti-vodka campaign, and massively
increased investment in the machine-tool sector of the economy (roughly 7o
percent of which was devoted to military production). In foreign policy,
Gorbachev began by reversing the Brezhnev-Andropov-Chernenko policy of
capping military spending and programmed into the 1986—9o five-year plan an
increase in military outlays; he approved an effort to end the Afghan war by
military escalation; and he agreed to increase arms transfers to Third World
clients to magnify Moscow’s bargaining leverage in talks on regional issues.33

'The initia] policy package failed to turn the economy around (see ‘Table
1) and produced only the beginnings of a potential burden-reducing entente

s

31. General analyses that demonstrate this point include Aleksandr Shubin, Izoki perestroyki: 1978-1984
8g- (Moscow: [n.p.), 1997), and Paul Hollander, Political Will and Personal Belief: The Decline and Fall of Soviet
Communism (New Haven: Yale University Press, 1990). Particular memoirs that are especially telling on this
score are Nikolay Leonov, Likbolet'e (Moscow: Mezhdunarodniye otnosheniya, 1994); Sergey F. Akhromeyev
and G. M. Korniyenko, Glazami marshala i diplomata: Kriticheskiy vaglyad na vneshuyuyu politiki SSSR do i posie
1985-go goda (Moscow: Mezhdunarodniye otnosheniya, 1992); Anatoly S. Chernyaev, My Six Years with
Gorbackev, ed. and trans. Robert D. English and Elizabeth Tucker (University Park: Pennsylvania State
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