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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

March 26, 1990

p\Sh T

MEMORANDUM FOR BRENT SCOWCROFT
THROUGH : ROBERT BLACKWILL@
FROM: CONDOLEEZZA RICE QUK

SUBJECT: Changes in the Directorate for European and Soviet
Affairs

We understand that you are now ready to finalize Condi’s
promotion to Special Assistant to the President. We hope this
will send an important signal within the NSC staff and in the
interagency process of the importance that you attach to U.S.-
Soviet relations and raise the visibility of the Soviet portfolio
at this critical time. Condi now expects to be able to devote
more time to the integration of the elements of our Soviet policy
both within the NSC staff and in the interagency process. As you
agreed, we are working to find a second Soviet specialist to take
over the all the routine work on the Soviet account and to help
Bob Hutchings out on the tremendous load that he is carrying on
Eastern Europe. We will make the necessary adjustments within
the Directorate and with the Secretariat so that the addition of
a new officer indeed allows Condi to make the best use of her
time.

As we agreed, this change in Condi’s title will result in no
structural changes in the Directorate. Bob would continue to
have overall responsibility for Europe and the Soviet Union as
Senior Director and Condi will continue to assist him on key
European issues when appropriate, for instance, representing the
NSC staff at the official level Two Plus Four talks.

We recommend that you send a memorandum to all Senior Directors
noting the need for tight coordination on all issues concerning
the Soviet Union in this period and asking that memoranda on
subjects with a Soviet dimension be joint. Such a memorandum is
at Tab I for your review. _T:
&V



THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR ALL SENIOR DIRECTORS
FROM: BRENT SCOWCROFT
SUBJECT : Policy toward the Soviet Union

Events in Lithuania serve to remind us of the complexity and
delicacy of the situation in the Soviet Union at this time. The
Soviet Union figures prominently in many aspects of U.S. foreign
policy and the range of contacts and issues affecting U.S.-Soviet
relations is extremely broad. As the Soviet domestic situation
worsens and as the Summit approaches, I want to make sure that we
maintain the tightest possible coordination on all aspects of our
policy toward the Soviet Union. With this objective in mind, I
wish to announce that Condi Rice has been made a Special
Assistant to the President.

I want to ask that you coordinate fully any issue involving the
Soviet Union with Condi and Bob Blackwill. To that end, all
memoranda to me and to the President on issues relating to the
Soviet Union should be sent forward as joint memoranda with the
European and Soviet Directorate. The internal structure of the
European Directorate remains unchanged. Bob Blackwill continues
to have overall responsibility for Europe and the Soviet Union as
Senior Director.

DECLASSIFIED
PER NSC WAIVER, 1600 A031-0R
By_52__NARA, Date 4/4/45

“CONEFRENFFATr
Declassify on: OADR
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and his advisors, or between such advisors [a)(5) of the PRA]
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(b)(6) Release would constitute a clearly unwarranted invasion of
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P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]
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(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]
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HARVARD UNIVERSITY
JOHN F. KENNEDY SCHOOL OF GOVERNMENT

- OFFICE OF CAREER SERVICES
JUDY E. KUGEL

DIRECTOR
(617) 495-1161

SEVENTY-NINE JOHN F. KENNEDY STREET
CAMBRIDGE, MASSACHUSETTS 02138

March 22, 1989

Robert Blackwill

Room 368

0ld Executive Office Building
The White House

Washington, DC 20500

Dear Bob:
Enclosed are resumes for those selected as PMI 's who are
interested in international security. Let me know if you'd like

additional information.

Best of everything in your new appointment. And thanks for
helping our students.

Sincerely,
Vi,
Judy F. ’Kugel
JFK/mm

Enclosures
cc: Cal Mosley
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RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]
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financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]
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information [(b)(4) of the FOIA|

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA|

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

04c. Resume

' éollection:

Record Group:  Bush Presidential Records
Office:

Series:

National Security Council
Blackwill, Robert D., Files
Subseries: Subject Files
WHORM Cat.:

File Location:

1/22/2013
2012-3130-S

ﬁate Closed:
FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:
AR Case #:

AR Disposition:

AR Disposition Date:

Subject/Title of Document

Re: Candidate for NSC staff position. (1 pp.)

Restriction

(b)(6)

[Resumes to Blackwill - NSC Staff Positions] [3]

| OA/ID Number:
Appeal Case #:

CF00182-004

Appeal Disposition:
; Disposition Date:
‘ MR Case #:
MR Disposition:
| MR Disposition Date:

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

PRM. Removed as a personal record misfile.

Freedom of Information Act - [S U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

04d. Resume

' allection:

Record Group:  Bush Presidential Records
Office:

Series:

National Security Council
Blackwill, Robert D., Files
Subseries: Subject Files
WHORM Cat.:

File Location:

1/22/2013
2012-3130-S

;:I)iate Closed:
FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:

" AR Case #:

AR Disposition:
' AR Disposition Date:

Subject/Title of Document

Re: Candidate for NSC staff position. (1 pp.)

| OA/ID Number:

Restriction

(b)(6)

[Resumes to Blackwill - NSC Staff Positions] [3]

CF00182-004
Appeal Case #:
Appeal Disposition:

Disposition Date:

. MR Case #:

MR Disposition:

| MR Disposition Date:

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of

| personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

_PRM. Removed as a personal record misfile.

Freedom of Information Act - [5 U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

04e. Resume

. Colléction:

Record Group:  Bush Presidential Records
Office:

Series:

National Security Council
Blackwill, Robert D., Files
Subseries: Subject Files
WHORM Cat.:

File Location:

1/22/2013
2012-3130-S

i Date Closed:
FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:
AR Case #:

AR Disposition:
AR Disposition Date:

Subject/Title of Document

' Re: Candidate for NSC staff position. (1 pp.)

Restriction Class.

(b)(6)

[Resumes to Blackwill - NSC Staff Positions] [3]

' OA/ID Number: CF00182-004
' Appeal Case #:
Appeal Disposition:
Disposition Date:
; MR Case #: K
j MR Disposition:
MR Disposition Date:

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

PRM. Removed as a personal record misfile.

Freedom of Information Act - |5 U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

05a. Memo

Subject/Title of Document

Barry Lowenkron to G. Philip Hughes, Re: Response to

Date Restriction

06/07/89 (b)(6)

Letter [from candidate for NSC staff position]. (1 pp.)

Collection:

Record Group:  Bush Presidential Records
Office:

Series:

National Security Council
Blackwill, Robert D., Files
Subseries: Subject Files
WHORM Cat.:

File Location:

1/22/2013
2012-3130-S

I Date Closed:
FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:
AR Case #:

AR Disposition:
| AR Disposition Date:

[Resumes to Blackwill - NSC Staff Positions] [3]

' OA/ID Number: CF00182-004
Appeal Case #:
Appeal Disposition:
| Disposition Date:
' MR Case #:
MR Disposition:
MR Disposition Date:

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

LPRM. Removed as a personal record misfile.

Freedom of Information Act - [5 U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

05b. Letter

| Coliection:

Record Group:  Bush Presidential Records
Office:

Series:

National Security Council
Blackwill, Robert D., Files
Subseries: Subject Files
WHORM Cat.:

File Location:

1/22/2013
2012-3130-S

Date Closed:
FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:
AR Case #:
AR Disposition:

| AR Disposition Date:

Subject/Title of Document

G. Philip Hughes to candidate for NSC staff position. (1 pp.)

Restriction

(b)(6)

[Resumes to Blackwill - NSC Staff Positions] [3]

:,OA/ID Number: CF00182-004
| Appeal Case #:

Appeal Disposition:

Disposition Date:
' MR Case #:

MR Disposition:

MR Disposition Date:

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

PRM. Removed as a personal record misfile.

Freedom of Information Act - [5 U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

05c. Letter

Colieéfion:

Record Group:  Bush Presidential Records
Office:

Series:

National Security Council
Blackwill, Robert D., Files
Subseries: Subject Files
WHORM Cat.:

File Location:

1/22/2013
2012-3130-S

' Date Closed:
FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:
AR Case #:

AR Disposition:
| AR Disposition Date:

Subject/Title of Document

Candidate or NSC staff position to Brent Scowcroft. (2 pp.)

Date Restriction

05/22/89 (b)(6)

[Resumes to Blackwill - NSC Staff Positions] [3]

: 6A/ID Number:

| Appeal Case #:

CF00182-004

Appeal Disposition:
Disposition Date:

' MR Case #:

| MR Disposition:

| MR Disposition Date:

RESTRICTION CODES

| Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

LPRM. Removed as a personal record misfile.

Freedom of Information Act - [5 U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

05d. Resume

Collection:

Record Group:  Bush Presidential Records
Office:

Series:

National Security Council
Blackwill, Robert D., Files
Subseries: Subject Files
WHORM Cat.:

File Location:

1/22/2013
2012-3130-S

Date Closed: ]
FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:
AR Case #:

AR Disposition:

AR Disposition Date:

Subject/Title of Document

Re: Candidate for NSC staff position. (1 pp.)

Restriction

(b)(6)

[Resumes to Blackwill - NSC Staff Positions] [3]

| OA/ID Number:
Appeal Case #:

CF00182-004

Appeal Disposition:
' Disposition Date:
' MR Case #:
MR Disposition:
| MR Disposition Date:

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

PRM. Removed as a personal record misfile.

Freedom of Information Act - [5 U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

06a. Letter
NSC staff position. (1 pp.)

7 Collectibn:

Record Group:  Bush Presidential Records
Office:

Series:

National Security Council
Blackwill, Robert D., Files
Subseries: Subject Files
WHORM Cat.:

File Location:

1/22/2013
2012-3130-S

| Date Closed:
FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:
| AR Case #:
AR Disposition:
AR Disposition Date:

Subject/Title of Document

Max M. Kampelman to Robert Blackwill, Re: Candidate for

' OA/ID Number:

Date Restriction

06/21/89 (b)(6)

[Resumes to Blackwill - NSC Staff Positions] [3]

CF00182-004
Appeal Case #:
Appeal Disposition:

Disposition Date:

MR Case #:

MR Disposition:
MR Disposition Date:

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

_PRM. Removed as a personal record misfile.

Freedom of Information Act - [5 U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

06b. Resume

‘ Collection:

Record Group:  Bush Presidential Records
Office:

Series:

National Security Council
Blackwill, Robert D., Files
Subseries: Subject Files
WHORM Cat.:

File Location:

1/22/2013
2012-3130-S

: Date Closed:
FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:

' AR Case #:
AR Disposition:

| AR Disposition Date:

Subject/Title of Document

Re: Candidate for NSC staff position. (2 pp.)

| OA/ID Numberr:,:"

Restriction Class.

(b)(6)

[Resumes to Blackwill - NSC Staff Positions] [3]

CF00182-004
Appeal Case #:

Appeal Disposition:

Disposition Date:

! MR Case #:

MR Disposition:
MR Disposition Date:

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

L PRM. Removed as a personal record misfile.

Freedom of Information Act - [S U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




Withdrawal/Redaction Sheet
(George Bush Library)

Restriction

Document No. Subject/Title of Document

and Type

06¢c. Vitae Re: Candidate for NSC staff position. (2 pp.)

(b)(6)

' Collrecti(;n:

Record Group:  Bush Presidential Records
Office:

Series:

National Security Council
Blackwill, Robert D., Files
Subseries: Subject Files
| WHORM Cat.:

File Location:

: Date Closed:' -
FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:

" AR Case #: -

AR Disposition:
| AR Disposition Date:

1/22/2013
2012-3130-S

OA/IDFIumber;
' Appeal Case #:

[Resumes to Blackwill - NSC Staff Positions] [3]

'CF00182-004

' Appeal Disposition:

‘ Disposition Date:
WMR Case#:

; MR Disposition:

} MR Disposition Date:

RESTRICTION CODES

| Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or

| financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

LPRM. Removed as a personal record misfile.

Freedom of Information Act - [5 U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




Withdrawal/Redaction Sheet
(George Bush Library)

Document No.
and Type

07a. Letter
position. (1 pp.)

» Collection:

Record Group:  Bush Presidential Records
Office:

Series:

National Security Council
Blackwill, Robert D., Files
Subseries: Subject Files
WHORM Cat.:

File Location:

1/22/2013
2012-3130-S

| Date Closed:

| FOIA/SYS Case #:
Re-review Case #:
P-2/P-5 Review Case #:

| AR Case #:
AR Disposition:

' AR Disposition Date:

Subject/Title of Document

To Robert D. Blackwill, Re: Re: Candidate for NSC staff

Date Restriction Class.r

02/01/89 (b)(6)

[Resumes to Blackwill - NSC Staff Positions] [3]

| OA/ID Number: CF00182-004
Appeal Case #:

Appeal Disposition:

Disposition Date:
' MR Case #:

MR Disposition:

MR Disposition Date:

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P-1 National Security Classified Information [(a)(1) of the PRA]

P-2 Relating to the appointment to Federal office [(a)(2) of the PRA]

P-3 Release would violate a Federal statute [(a)(3) of the PRA]

P-4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

P-5 Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P-6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed of
gift.

LPRM. Removed as a personal record misfile.

Freedom of Information Act - [5 U.S.C. 552(b)]

(b)(1) National security classified information [(b)(1) of the FOIA]
(b)(2) Release would disclose internal personnel rules and practices of an
agency [(b)(2) of the FOIA]

(b)(3) Release would violate a Federal statute [(b)(3) of the FOIA]

(b)(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

(b)(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

(b)(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

(b)(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

(b)(9) Release would disclose geological or geophysical information




Withdrawal/Redaction Sheet
(George Bush Library)

hestriction

Document No. Subject/Title of Document

and Type |
Re: Candidate for NSC staff position. (1 pp.)

07b. Resume (b)(6)

Collectionﬁ:r -

Record Group:  Bush Presidential Records
Office:

Series:

National Security Council
Blackwill, Robert D., Files
Subseries: Subject Files

WHORM Cat.:

File Location: [Resumes to Blackwill - NSC Staff Positions] [3]
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About-Face

Soviets Now Hail China |

As a Source of Ideas
For Reviving Socialism

But Free-Market Pragmatism
Used by Chinese May Not
Fit Russian Economy Well

No Hong Kong Role Model

By MARK D'ANASTASIO
Sta/f Reporter of THE WALL STREET JOURNAL
MOSCOW - When Deng Xiaoping first
began opening up China’'s distressed. ideol-
ogy-bound economy to market forces, the
orthodox theorists of the Soviet Union
sneered at the effort as '*‘Maoism without
Mao.” There was certainly nothing to be
learned, they added. from policies that
undermined such sacred Marxist notions as
egalitananism.

That was eight years ago, and before
Mikhail Gorbachev's accession. By now it is
clear that Mr. Deng’s moves toward free
enterprise and away from central pianning,
though not uniformly successful, have invig-
orated China's economy and improved the
lives of millions, especially peasants. And
suddenly Moscow is sounding a different
theme.

For the first time, a broad spectrum of
Soviet China-watchers are saying openly
that the economic path taken by the Chinese
plays a role-in fact a central roie-in
determuning the policies of Mr. Gorbachev
as he strives to stir his own nation from its
economic torpor.

‘Our Laboratory’

"‘What is taking place in China is vitally .

'important for us,” says Evgenii Konovalov,

head of the China department at Moscow’s
Far East Institute, a think tank that until
recently waged a war of words on Mr.
Deng’s pragmatic policies. '‘We now look at
their reforms as if it were our own personal
business."

China, explains Sergei Stepanov of the
[nstitute of Economics of the Worid Socialist
System, "is the only other socialist country
where the economy and the task of reform
are on a similar scale with ours. For our
purposes, that makes China our main
foreign reform laboratory."

The West takes an interest in all this, and
not simply because of the implications for
Soviet economic strength. One Chinese
strategy has been to make more resourves
available for consumer goods by siashing
military spending and production. To the
extent the Soviets might aspire to ease their
own military-spending burden, their inter-
est in arms control might grow.

Many Contrasts

Yet major differences exist in the
Chinese and Soviet economic situations,
differences that call into question the
transferability of Mr. Deng's methods.
China remains a poor, backward developing
country, while the Soviet Union long ago
entered the ranks of industrialized nations.
The Soviet economy isn't on the verge of
collapse, as China's was when Mr. Deng
began his reforms. China is freer to
experiment, not seeing itseif as the reposi-
tory of Marxist orthodoxy and the model for
other socialist nations. And there are
differences in attitudes and economic tradi-
tions.

[n his two-year effort to revitalize the
Soviet economy, Mr. Gorbachev has taken
such steps as letting the state pay more for
higher-quality goods, permitting a construc- |
tion company in Leningrad to go bankrupt,
and opening doors to foreign joint ventures.
This spring and summer his controversial
program has culminated in several formal
laws and decrees.

A law on individual activity legalizes
small-scale businesses in 29 fields, including
plumbing, carpentry, dressmaking, auto
repair, tutoring and toy making, though the
businesses can't hire workers. Second, a
new law governing the 48,000 state enter-
prises aims to give local managers certain
authority as of next January to make their
own production plans, choose suppliers and
even set prices. Third, a set of 11 decrees
diminishes, accordingly, the extensive au-
thority of central planners. The way is
cleared for such new practices as wholesale
trade and letting enterprises borrow money
instead of relying on state grants.

Not There Yet

Heated debate has accompanied these
moves, and the resistance by bureaucrats
who would lose power is far from over.
Many industrial workers may be expected
to resist another move, which would link
wages more closely with performance.

China’s liberalization is far more ad-
vanced. [ts most notable success has been in
agriculture, where Mr. Deng, in effect.
abolished the collectives and returned to a
family-farm system. Food production and
farmers’ incomes have soared, though there
have been complaints of farmers neglecting
important crops such as grain for more
lucrative ones like vegetables.

Though socialism still predominates in
China, its cities now teem with private food
stands, restaurants, repair stalls and many
other tiny businesses. Factories, rather
than pitch all their earnings into a common
pot, may retain a percentage of profits,
from which factory managers can raise
salaries or invest in plant modernization as
they see fit. Despite a backlash this year
against this capitalist onrush, in the form of
a drive against the taint of '‘bourgeois
liberalization,” China is holding to its
path.

What gave the Chinese reforms their
impetus was the sorry situation when Mr.
Deng came to power in 1978. There was a
sense of urgency for change, created by
Mao's disastrous Great Leap Forward of
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1958-196u, his traumatic Cuitural Revolu-
tion, other abrupt shifts, periodic famines
and decades of stagnant farm and industrial
production. As a resuit, the bureaucracy

' hasn’t been a fatal obstacle to change. “It.
¢ suffered during the Cuitural Revolution™

too, writes Marshall Goidman of Harvard's
Russian Research Center, and '‘generally
agreed with the need for far-reaching
economic reform."” i

In the Soviet Union, where communism |
has ruled twice as long as in China, the |

. bureaucracy could still torpedo Mr. Gorba-
; chev’s plans. It is estimated to number an

" astounding 18 million people, a privileged

. !
; elite whose power and perks depend on the |

, status quo. “We are much more entrenched
! In conservatism than the Chinese were when
! they started to change,”

says Fyodor
Buriatsky, a Soviet journalist believed to be

2 Gorbachev confidant.

Another complication for the Soviets is

. ideology. Mr. Deng openly concedes that
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TV sets and

i some of what Marx and Lenin said has

become outdated, but Mr. Gorbachev,
mindful of the Soviet role as mentor to the
worid's communists, must carefully justify
every move by citing the founders, blaming
failures on misappiication of their pre-
cepts.

Guns for Butter v

Besides its role as ideological touch-
stone, the Soviet Union's superpower mili-
tary status rules out some of Mr. Deng’s
tactics. He could unilaterally demobilize a
million Chinese soidiers and siash military
spending to 4.3% of gross national product
(by Western estimates), converting much of
the armaments industry to building trucks,
washing machines.

The Soviet Uniom, with far greater
military commitments around the worid,
can do no such thing. Western experts
estimate it may spend as much as 14% of its
GNP on defense, or about the percentage
China was spending under Mao.

Mr. Deng’s changes in agricuiture pro-
vide the greatest inspiration for the Soviets.
This is an area in which Mr. Gorbachev has
so far achieved few changes, though he did
manage to cut the farm bureaucracy by
merging ministries, and collective farms
now get fewer orders from absent managers

. on what to plant, where and when.

Like their Chinese counterparts, Soviet,
state and collective farmers now can sel’
above-plan harvests, up to 30% of produc-
ton, in city markets and cooperative stores
at free-market (that is, higher) prices. But
such changes don't come anywhere near
China’s wholesale dismantling of collectivi-
zation.

Extended Family

Soviet experts interviewed now support
wide application of some form of family
farming. Some U.S. observers, though, say
it may not work so well for them. '“The
extended family in China s an enduring and
powerful force,” Mr. Goldman writes in his
book ‘‘Gorbachev’'s Challenge.” But in
Russia, feudal estates and later collective
and state farms ‘‘have been virtually the
only for-: of land tenure.”

Nor is there strong popular pressure to
do away with the current Soviet farm
system. In China, regional food shortages
and starvation had driven peasants and
party officials to desperation by 1978. ‘On
top of that there were a hundred million
(Chinese) peasants who had absoiutely no
work, and some solution had to be thought

' up quickly,” says Andret Ostrovsky, a
| sociologist at the Far East Institute.

In contrast to China's reiiance on manual

labor, Soviet agricuiture is highly mecha- |

nized. A wholesale switch to family farming
would negate the economies of scale the
Soviets have paid heavily to achieve over 50

| years.

Despite this, '‘the fast and successful
development of agricuiture through broad
application of the family-responsibility sys-
tem presents special interest to us,” says
Leonid Abalkin, director of Moscow’s [nsti-
tute of Economics and a close aide to Mr.
Gorbachev. A form of family farming is
being tried in the northerm Caucasus,
Kazakhstan, Uzbekistan, some moun-
tainous regions of Georgia and other
areas.

Consumer Goods

China's successes in satisfying consumer
demands draw increasing interest among
Soviet officials. Mr. Abalkin says with a hint
of envy: “‘On the scale of such a gigantic
country as China, they have succeeded at
resolving the not-simpie problem of satisty-
ing the market for consumer goods on the
basis of cooperatives and individual labor
activity.” .

Mr. Deng has gone so far as to authorize
a vast return of f{ree enterprise and private
ownership of the means of production in
small trade, manufacturing, and service
industries. A few Chinese companies have
even issued shares, and there are sieepy
stock markets to trade them, though this
obviously capitalist trend has been strictly
limited in China.

The Soviets aren't about to try stock
ownership. And even the most liberal Soviet
economists can't rationalize private owner-
ship of the means of production.

The Soviet Union has seen nothing like
the explosion of private commercial effort
occurring in China, where colorful signs for
private shops and restaurants now reach
into the shabbiest back alleys. China now
has about 20 million private entrepreneurs,
recent statistics indicate; peasants in rural
areas man about a half-million coopera-
tives, engaging 4.5 million employees in
industry, construction, transportation, ca-
tering and other services.

Free enterprise exists in the Soviet Union
In the form of individual labor and coopera-
tve enterprises. Recent legisiation let
individuals open shops, service businesses
and restaurants.

But Western officials estimate the new
laws have added no more than 200,000
people to the 100,000 already invoived in
small-scale enterprise under earlier legisia-
ton. Facilities and raw materials haven't
been made available for cooperatives, and
the fieids tn which moonlighting is now legal
are already occupied by legions of black-
marketeers. .




There are other reasons for the Russians’
slow start. One is that the Soviet Union
doesn’t have a Hong Kong on its border to
serve as an example, nor a huge community
of entrepreneurial countrymen abroad
wanting to invest. Hong Kong is also a
source of Chinese-speaking management,
technical and marketing skill. .

A less tangible factor is attitude. Far
fewer Russians than Chinese have a taste
for the nsks of business, Soviet analysts
say. “In Russia the entrepreneurial spint
was never deveioped,” Mr. Burlatsky says.
*“*Just last century we were still a nation of
serfs, and then the new system (Soviet
Communism) was set up in a way that
smothered all individual initiative.”

Lyudmila Kondratova, a China specialist
at the I[nstitute of Economics of the World
Socialist System, agrees: '‘“The attitude of
most Russians is, ‘We're getting our slice of
bread, why take risks and start a busi-
ness?’ "’

Those who do feel entrepreneurial often
face another obstacle. Says Mr. Buriatsky:
‘“The main problem is social jealousy on the
part of bureaucrats. Local officials can't
bear the idea of people making several
tmes their salaries.”

The Soviet press is full of stories about

local party or state officials who, instead of .

facilitating free enterprise, quash every

.nitiagdve. Officials in Krasnoyarsk shut
down a cooperative of taxi drivers on the
ground that its members were earning too
much money.

Special Economic Zones

In heavier industries, the Chinese, as
they move toward less reliance on state
planning and more on market forces and
initiative, simply do what seems to work.

- For the Soviets, every change in industrial
- policy is an enormous strain, carried out
only against recalcitrant opposition.

In joint ventures with capitalist coun-
tries, the Chinese, while managing to
frustrate plenty of foreigners with their
rules on taxation, supply of local workers
and other matters, nevertheless have gone
much further than the Soviets. The Russians
don't plan anything like China's special
economuc zones and 14 coastal cities where
thousands of joint ventures with foreign
capitalists are under way.

“Our officials are being much more

selective,”” says Mr. Konovalov of the Far
East [nstitute. ‘Still, we can'’t heip admire
what they have done in China. [t's a
remarkably varied use of foreign capi-
tal.”

[f any free-trade zones are opened in the
Soviet Union, he says, they will be in areas
near China. One possibility is Blagovesh-
chensk, across the border from Aihui in
Manchuna. [t could be a textile mill where
we would employ Chinese workers,” he
says.

While Mr. Gorbachev pushed through
legislation permitting joint veatures, West-
ern analysts say the idea still faces powerful
opposition. ‘It isn't just the xenophobia; the
Chinese are also xenophobic.” says one
West German banker with long experience
here. ““The image of thousands of capitalist
businessmen crawiing around Russia is
strongly distasteful to them. Superpowers
don’t beg their political compegtors to show
them the way to modernization. They're
very proud of their industry even if it's a
mess.”
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Red Medicine

Soviet Health System,
Despite Early Claims,
Is Riddled by Failures
As Life Expectancy Falls Off

- And a Crisis Is Perceived,
- Gorbachev Seeks Changes

l
|

Stories of Bribes in Hospitals

' By MARK D’ANASTASIO
Staff Reporter of THK WALL STREET JOURNAL |
. MOSCOW-Soviet central planners set ]
norms for health care just as they do for
everything else.
“-, At the neighborhood clinics where 80%
of all patients are treated, the norms call
for physicians to see eight patients an
hour. That is 7.5 minutes per visit, and So-
viet studies show that five minutes of each. |
visit is spent on paper work, a task compli-
cated by chronic short supplies of pre-
printed forms and the absence of com-
puters.
. “Our heads spin from rushing,’” says
Pavel, the silver-haired chief of traumatol- f
ogy at a Moscow clinic, who, like some |
other Russians interviewed for this article,
won't give his last name. A dozen patients
with splints and slings sit in a dark corrmi-
dor awaiting their turn at a 1950s-vintage
fluoroscope. *We wind up seeing the same
patients several times over,” the doctor
goes on, ‘‘when one thorough examination
could have solved the problem if we had
the time.” |

‘Drumbeating Halted

Soviet officials have long touted their
suppaosedly free and comprehensive heaith '

s care_—along with full employment, low-cost .
* housing and cheap basic-food prices—as

evidence of the superiority of the Soviet
way. But now Mikhail Gorbachev has or-
dered an end io the drumbeating. Shatter-

_ing past pretenses, he is exposing the -

health system’s failures and has put an

" overhaul of health care at the top of his
. agenda. A plan for the overhaul, with em-"

phasis on preventive medicine, was an-

‘nounced Friday.

“Revolutionary transformations are
necessary in the fieid of heaith care,” Yev-

. geny Chazov said during a televised speech.
. last March shortly after Mr. Gorbachev

appointed him to lead the overhaul as the

< minister of health. *“The number of un-
* solved problems that have piled up in this
_sphere is larger than in any other sphere .
-of Soviet society." -

* Western specialists say that what Dr.

‘Chazov, a S8-year-old cardiologist, calls

‘‘unsolved problems'* actually amount to a
health crisis on a scale unknown in any
other industrialized country. '
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> % Life expectancy has declined, and mor-

/7

tality rates both for infants and for the to-
tal population are climbing. “*No other -
dustnalized country in the postwar period
has experienced a sustained falloff in even
one of these indicators,” says Murray
Feshbach, an expert on the Soviet Union at
the Georgetown University Center for Pop-
ulation Research, in Washington.
Hospital Deficiencies
* Reporter Leonid Zagalsky of Literatur-
naya Gazeta recently wrote that many
health facilities appeared to be “from the
previous century.” For example, 35% of
nyral hospitals have no hot water, 27% no
sewer systems, 17% no running water.
Dr. Chazov has disclosed that 12 of 33

. maternity hospitals in Moscow don't meet

basic sanitation standards. Pravda reports
that negligence and lack of sanitation in
many maternity wards have led to a rise
in toxemia and septicemia infections, kill-

. ing so many mothers and infants that ad-

munistrators have been trying to hide their
institutions’ mortality rates. Chronic short-

, ages of sterile bandages and the virtual ab-

sence of disposable needles, Pravda says,
have made hospital infections common-
place.

. "“We escaped with our lives,” says 13-
year-old Anna, who gave birth to her first

- san at Moscow's Maternity Hospital No. 25.

“There’s no attention to hygiene. They
write the infants' names on their arms
with a ball-point and swaddle them in un-
sanitary cloth because there's a diaper !
shortage.” R T T

For years, Soviet officials kept the

" damning health statistics secret while

.. boasting of world records for total number

of doctors (1.2 million) and number of has-
pital beds (3.3 million). Now, as he has in
~other fieids, Mr. Gorbachev has unleashed
glasnost—best transiated as pubiicity, or

public airing—to wake up medical bureau-
- crats.

Life-Expectancy Figures

. After a l4-year hiatus, data for male
lire expectancy were published this year
by the U.S.S.R. Central Statistical Board.
They show a drop from a peak of 66 years -
in the mid-1960s to 62 years in 1979. (Last -
year male life expectancy regained its 1372

' .- level of 64 years, compared with T1.5 years
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for the U.S.) Female life expectancy also
declined—-but to a lesser extent. Soviet

 death rates rose from a 1964 low of 6.9 per
. 1,000 to 10.6 in 1985. The infant-mortality

rate, kept secret since 1974, recently was
revealed to have risen from a low of 2.9 in
1971 to 26.0 in 1985. That is 2.5 times higher
than the U.S. rate and ranks the U.S.S.R.
50th in the worid, just behind Barbados.
Soviet commentators are bemoaning
problems like the direct financial losses
ttat result from the population’s declining

-health. The 18th Congress of Soviet Trade

Unions said improved medical services
cuuld save the state 90 billion rubles ($145

" billion) a year in lost man-hours. Soviet

military leaders are concerned about a
less healthy manpower pool. Pravda com-
p;ains that 12 of every 100 conscripts can't
. (_\”hasthoPaqe!;\Cohunnl
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By Failures and Deficiencies; an Overhaul Is Ordered

Continued From First Page
pass medical induction exams.

What's more, Soviet sources say that
many who are inducted aren't fit for serv-
ice. Moscow’'s Gagarin District mulitary
medical board had approved 18-year-old
David for service in the tank forces when
his mother, Nelli, put her foot down. ““They
didn’t care about the curve in his spine and
a hump on his back that have been worsen-
ing for three years,' she says, displaying a
diagnosis from Moscow Clinical Hospital
No. 59. Shortly before David was to leave
for boot camp. doctors found he has spinal
osteochondrosis, a bone disease. He now
wears a 30-pound canvas-and-steel corset.

Opening the health crisis to public view
has made it easier for Mr. Gorbachev's
supporters to remove incompetents and
other opponents of change. [n response to a
request for official comment on health sta-
tistics, the Healith Ministry’s chief spokes-
man, Andrei Petukhov, indicated that a
broad purge was in progress in the medi-
cal bureaucracy. ‘‘New people are being
assigned to all the problems you mention,"
he said. “No one is ready to talk to the
press.”

Minister Sacked

Dr. Chazov's predecessor as health min-
ister, Sergei Burenkov, was sacked last
March. Two deputy health ministers and
the president of the Academy of Medical
Sclences soon followed. Officially Mr.
Burenkov was fired for failing to institute
a promised industrywide wage increase.
Mgtical personnel are among the nation's
lowest-paid workers. They are also among
the most corrupt, as they have turned to
padding their earnings by extorting bribes
from patients and by black-marketeering
in scarce medicines.

A

. Echoing a common compiaint about the
‘“free’’ health service, Yelena, a 18-year-
old English teacher who recently had a
kidney operation, says, ‘A ruble to the
nurse gets you a thermometer, another
gets the sheets changed, another the toilet
cleaned.” Sipping a cup of tea in her book-
filled one-room flat, she adds: ‘‘The sur-
geon gets a hundred or you'll just wait in
bed. The chief physician already took a
hundred to admit you to a clean ward.”

Dr. Chazov said in his holiday speech

on Soviet Medical Workers' Day last June |

21, “Our health system must be remade
anew.” This, he said, will mean shifting
the industry from quantitative to qualita-
dve norms’and freeing physicians from the
burdens of useless production targets like
patients served per hour and hospital beds
built per year. :
Experiment Planned

As a first step, an experiment will begin
Jan. 1 in Leningrad and three other places
to develop new criteria. Patients taking

part in the experiment will be able to |

choose their own doctors. ‘“Naturally, the
physician who is deluged with patients—
and [ hope there will be quite a few such
physicians—will have correspondingly
greater earnings,” Dr. Chazov said during
a recent television appearance.

Surgeons and other specialists in the
government health system got raises last
year to 170 rubles ($274) a month from 140.
Beginning make 110 rubles but
will get raises to 140 in November. Against
the national average monthly salary of 200

rubles, these salaries don't look good. But |.

the raises are welcome, of course. “The
government is showing they care more
about us,’ says Semyon Konilovsky, an ob-

i

stetrician who teachs at Moscow Medical
Institute No. 1 and heads the institute’'s
Konsomol (Communist Youth League)
committee. ‘So we're showing we care
more about patients.” .

However, Soviet doctors aren't rushing
to take advantage of another Chazov imtia-
tive that would let them increase their
earnings: He encourages them to treat pa-
tients for pay in their free time. In Mos-
cow'’s Gagarin District, for one, this hasn't
caught on. :

“We have a long list of specialists we
need to assist in our polyclinics. So far you
can count the takers on one hand.” says
the chief of the district heaith department,
vetlana Bogulyubskaya. One obstacle is -
doctors already routinely practice pri-
in exchange for unreported gifts—
they woulid rather continue this illegal
than register under a new law per-
mitting private labor and pay a 12% tax.

Many doctors don’'t want to treat any

£Y
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- patients, privately or in public clinics. Be-

cause of the low pay and poor working con-
ditions, they prefer cushier jobs in the
huge heaith bureaucracy and a network of
333 research institutes. Some 100 of these
institutions, Dr. Chazov says, could be
closed “perfectly quietly and painlessly
and neither public health nor the people
would feel their absence.” ~

Oath Was Abolished :

A key problem remains the 1917 Bolshe-
vik abolition of the Hippocratic Oath as
part of an effort to do away with the
‘‘bourgeois’ approach of patient-centered
medicine.

It wasn't until 1971 that a Soviet doc-
tor’s oath was legislated, but it obligates
the physician to submit to the state’s inter-




est first and the patient's only secondarily.
““The state is overwhelmingly focused on
the health of the individual as contrbutor '
to the economic functions of the country,
rather than on the individual per se,” Mr.
Feshbach of Georgetown has written.
Dr. Chazov recently spoke of the inat-
tentiveness and brusque treatment that
have become the hailmark of Soviet medi-
cal personnel. What Soviet doctors lack
most. the minister said, “‘is humanity.”

But some patients are more equal than
others. Far from being one egalitarian sys-
tem, health care is divided into subsystems
providing services of differing quality. A
nationwide network of hundreds of clinics
serves only elite patients from the Commu-
nist Party, the government and other privi-
leged groups such as the military and KGB
security police. These clinics siphon off a
disproportionate share of resources. So far,
Dr. Chazov has said nothing about chan
ing this. . .

Valery Rutgaizer, the head of the State
Planning Commission’s soctal-weifare de-
partment, - complained in the newspaper

| Sovietskaya Kultura that the quality of

| care is two to three times higher in the

special clinics. *“This is the heart of social
injustice,” he said. While Dr. Chazov is
known in the West as a Nobel Peace Prize
co-winner (he and an American doctor re-

‘csived the 1985 award on behalf of the In-

ternational Physicians for the Prevention
of Nuclear War), he Is known here as the
former chief bureaucrat in the organiza-
tion that maintains the network of special
clinics.

A Common Problem

As the Gorbachev administration strug-
gles to improve healith care, it must con-
front one major problem commen around
the worid—a shortage of funds. !

According to Western experts, a drop in
the share of the Soviet state budget as-
signed to heaith, trom a high of 6.6% in
1965 to 3.9% for the current year—as the
Soviet economy came under
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strain in the 1960s and 1970s—directly par-
allels the decline in the nation’s health.

Dr. Chazov says plans call for doubling
health’s share of national spending by the
year 2000. In addition, extrabudgetary
sources are being considered, such as a
state heaith lottery, government health
bonds and direct contributions from-the
public. But concerned Soviet officials say
that no change in financing policy has yet
been seen.

Victor Mironenko, the head of the 42-
million-member Communist youth organi-
zation, recently proposed to a government
commission that medical instructors be as-
signed to all schools to combat what he
calls the heaith and hygiene “illiteracy" of
Soviet children. “It's a very sharp and
pressing basic problem.” he said in an in-
terview in the Kremiin's St. George Hall.
“But they answered no to our proposal.
They said they just don’t have money for
everything.”

l
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Gorbachev’s Pal

Dwayne Andreas Gains
An Apparent Position
As Kremlin Favorite

Archer-Daniels Chief Offers
Advice on Farm Matters,
May Edge Out Hammer

Chicke&;eeﬁd Poliicis

By MagK D'ANASTASIO

Staff Reporter OM.EJH?L

Mikhail S. Gorbachev was born lil0 a
peasant famly in southern Russia and, as
a teen-ager. worked summers harvesung
gran. His agronomy degree heiped him
become party boss of Stavropol. a major
farm region. He rose to the Kremlin's top
job after eight years as the national party
secretary in charge of agncuiture.

Dwayne Q. Andreas was born on a Men-
nonite farm in [owa. [n his 20s, he turned.
around an ailing grain business. After run-
ning the nauon'’s largest farm cooperauve,
he joined Archer-Danieis-Midland Co. Now,
ADM is the worid's largest processor of
farm commodities. and Mr. Andreas is its
chairman and chief executive.

So. when these two farm boys first met,
in a birch-paneled Kremlin chamber two
years ago, their rap-
port—grounded In
corn, soybeans and
fertulizer—was In-
stantaneous. People
are wondenng
whether Mr. An-
dreas is beginning t0
edge out Armand
Hammer, the chair
man of Occidental
Petroleum Co.. as
Moscow's favonte
American business-

Dwayne O. Andreas Wheu we met. it

was clear we could talk about agrnculture
for two hours or 20 hours.”” says Mr. An-
dreas. seated in his Decatur, [IL. office he-
neath a Kremiin etching inscrbed dy Mr.
Gorbachey “‘in memory of our meeting.”
Adds the ADM chairman, a short.
spnghtly $8-year-old with a tanned. square
face. ~Dr. Hammer is a great man, but he
couldn't do that.”

““This is a unique and critical relation-
ship that bears watching.”” says Robert W.
Back. a securities analyst with Rodman &
Renshaw 1n Chicago and a Soviet expert.
*Agriculture is central to both men and
both nations. whatever the political differ-
ences. Andreas heips bndge the gap.”
A Select Group

Mr. Andreas. adds Harvard lecturer Jo-
seph Finder, "“has exactly the huge wealth,
influence and knowledge \n an Amencan
businessman that attracts Soviet leaders.”

Mr. kinder showd know. His book, “Red
Carpet.” describes the succession of U.S.
businessmen —Dr. Hammer, Cyrus Eaton,
W. Avereil Harriman, Donald Kendall and
David Rockefeller —who ““have courted and
been courted by the leaders of Soviet com-
munism.”’

Mr. Andreas’s rise into their ranks was
sped by two facts: The Soviet Union is one
of the worid's biggest buyers of farm prod-
ucts. and Mr. Andreas is a prominent mer-
chant from the worid's largest producer of
farm surpluses. His position was con-
firmed on Dec. 3. 1984, when he had his
first prnvate meeting with Mr. Gorbachev,
who then held the top agricultural job in
the U.S.S.R. and was three months from
succeeding the ailing Konstanun Cher-
nenko as the Soviet leader.

When that first invitation to the Krem-
lim came. Mr. Andreas had just met with
a slew of top Soviet officials and was about
to check out of the pre-revolutionary Na-
tional Hotei near Red Square. His room
was the second-floor suite. adorned with
|8th-century paintings and an ebony grand
piano, where Lenin once lived and where
the Kremlin houses its most prized foreign
business guests.

Recalling that first 80-minute encounter
with Mr. Gorbachev, Mr. Andreas says.
“Other officials told me this guy was the
big comer, so. of course. [ decided to
stay.” Mr. Andreas adds:

My feeling is Gorbachev's main inter-
est as a human being is agricuiture. He
lights up like a Chnstmas (ree when he
talks about how to produce more bushels
per acre, store it. fumigate i1t transport it.
And how to raise chickens? When he talks
about how to raise more chickens. he's on
the edge of his chair, he’'s excited.”

Head of Trade Council

At the time of that 1984 meeting, Mr.
Andreas was in Moscow as the chairman
of the U.S.-U.S.S.R. Trade and Economic
Council. which was set up by the two gov-
ernments in 1973 to aid bilateral trade and
which compnses 260 U.S. companies and
120 Soviet foreign-trade concerns. The ele-
vation of Mr. Andreas to the chairmanship
in 1983 reflected the fact that T5% of So-
viet-Amemcan trade s agncuitural.

At the time, Mr. Andreas was continu-
ing his crusade to increase Amenca's farm
exports. which were slumping to $37.8 bil-
lion in 1985 from $43.3 billion in 1981. He
considers this his duty to the 200.000 farm-
ers who. through their cooperatives. are
ADM shareholders.

Gorbachev and [ go hand and hand
since [ believe one of his main thrusts is ©0
put more food on the Russian table,” Mr.
Andreas says. [n particular, the Soviet
leader is promising more chickens in every
pot. “He asked my advice on his plan to
boost chicken production from 500 muilion
to three billion a year,” Mr. Andreas says.
adding: ! told him high-protein soybean

| meal for TVeSIOCK (660 = i X7 YWbex-

| how Amencan

plained the technology we use to produce
it."* Mr. Andreas also offered ADM's help,
proposing (o buwild $100 million of soybean-
processing plants in the Soviet Union 1n 3
joint venture.

That proposal, to which the Soviet Un-
ion hasa't yet responded. and Mr. Gorba-
chev's pouitry push were at the center of
the discussion when the two met dgain last
December. The setting was the Faceted
Palace. a majestic. chandeliered Kremlin
banquet hall hung with l4th-century \cons.
Mr. Gorbachev was giving a reception for
100 of America's corporate elite dunng the
trade counci's annual meeting, and the
heads of more than 20 muitinationais were
mungling around the tabies and feasung on
lobster and biack caviar. The moment Mr.
Gorbachev spied Mr. Andreas. he sped
across the polished agate jasper floor. past
Dr. Hammer and the others. and asked the
grain and ou-seed magnate (0 sit with hum
at dinner.

Getting Some Tips

At the narrow table, Soviet Foreign
Trade Minister Boris Aristov was on Mr.
Gorbachev's nght and Prime Minister Ni-
kolai Ryzhkov on his left, with Mr. An-
dreas seated opposite. *We sat there for an
hourandahm.anda.unedidwasu.lk
about how to increase grain and food pro-
duction.” Mr. Andreas recalls. “"He said he
tried three times to push through a reform
to give farmers more acreage for pnivate
farming, but the Politburo vetoed hum.

“‘He said he had had a study done of our
proposal and scribbled some details on his
napkin,” Mr. Andreas adds. [ showed hum
pouitry production has
soared with improvements in livestock
feed. He turned to Ryzhkov and Arstov
andsam.“{ou:akenoces.ma'smelcmd
of thing we've got to do here. Let's get go-
ing with ths. "

But what attracts the leader of Soviet
commuunism to this pillar of Amencan cap-

italism 1s more than just chicken (eed. Be- |

sides offering agrbusiness expertise, Mr.
Andreas has bales of influence in Washing-
ton. He knows congressional politics as
well as he knows [owa wheat.

He has been an adviser to every u.s.
president since Harry Truman. One source
close to Mr. Andreas says he meets with
President Reagan as often as twice a
month. quietly at social affairs “rather
than ostentatiously” in the Oval Office.
Mr. Andreas headed the President's Com-
mission on [nternational Private Enter-
prise and is heading his Foundation for the
Bicentenmal of the U.S. Constituton.

A Power Broker

Having poured hundreds of thousands of
dollars into the campaign coffers of candi-
dates from both political parties, Mr. An-
dreas has become a power broker. He was
the principal benefactor of Vice President
and Democratic presidential candidate Hu-
bert H. Humphrey and aiso contrbuted to
Richard Nixon's campaign fund. Only half-
jesting, one confidant says. “['ve seen sen-
ators genuflect in front of him.”

Thus. when the ADM chairman and Mr.
Gorbachey talk, it is bound to add up to

! mnmanjustanulofsoybemSaysMr.

Andreas. '‘He wanted me to tell him what
he could do to satisfy the conservatives
and wanted to know who the really power-
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ful members ot Longress were.

Mr. Andreas mentioned recently retired
House Speaker Thomas P. ““Tip" O'Neul.
with whom Mr. Andreas plays goif, and
outgoing Senate Majonty Leader Robert
Dole. with whom he vacations in Flonda.
When Mr. O'Netll met Mr. Gorbachev 1n
Moscow four months later, the Soviet
leader weicomed him with, "'l hear you
know my friend Dwayne Andreas.”

Mr. Andreas’'s Washington ties and his
frequent visits with foreign leaders. such
as West Germany's Heimut Kohl and
China’'s Deng Xiaoping, have earned um a
reputation as an international political op-
erative. But that label is rejected by the
ADM chairman. who has at one end of his
office at ADM's Decatur headquarters a
Grant Wood painting of a dozen farmers at
Sunday dinner and at the other 3 big ulu-
minated globe.

Says he. ! spend 70% of my tume nght
in ths office, and ['ve never carmed mes-
sages to Soviet leaders from our presi-
dents’’ —an allusion to the 88-year-oid Dr.
Hammer, who has eageriy acted as a pres-
idential go-between. Bemng too cozy with
the Soviets can give people the wrong idea.
an image that Mr. Andreas shuns when he
says ADM’s Soviet business accouats for
“considerably less’' than 1% of its total
sales ($5.3 billion in fiscal 1986).
‘Totally True-Blue’

James Giffen, a New York merchant
banker and president of the trade council.
says. "*The whole reason he fascinates Gor-
bachev is that he's so totally true-biue.
He's the Amencan ideal incarnate.”

But Mr. Andreas, whose Soviet ues be-
gan long before the Gorbachev era. s
known the feeling of running against tie
political wind. After his first tnp to Mos-
cow in 1952, he tred to persuade the U.S.
Commerce Department lo approve a sale
of government surplus butter to the Soviets
in return for Russian goid.

[ was heavily in the vegetable-oul busi-
ness. and ill that cheap butter was cosung
me money, recalls Mr. Andreas. whom
President Eisenhower had advised to “‘seil
the Russians anything they can't shoot
back.” But the deal flopped. Mr. Andreas
says. because of “the climate of the Mc-
Carthy era.”

In 1959. Nikita Khrushchev toured the
Amencan farm beit as the guest of Ros-
well Garst. a prominent lowa agrbusiness-
man. The Soviet leader was interested in
buying U.S. corn: so he was introduced
to Mr. Andreas, then executive vice presi-
dent of the Farmers Union Grain Termi-
nal. the country s largest farmer-owned co-
operative. But feeding the Russians was
suil off the Amencan political agenda.

"“Mr. Andreas’'s view was when food
goes across the border. bombs don't. but
that was stll not accepted.” says John
Crystal, Mr. Garst's nephew and the presi-
dent of Bankers Trust Co. in Coon Rapids.
[owa.

Mr. Andreas was also heipless against
the grain embargo that President Carter
imposed 1n January 1980 after the Russians
invaded Afghamistan. But later, President

Reagan declared grain sales to the Soviets
in the U.S. interest and approved the five-
year U.S.-US.S.R. Long-Term Grain
Agreement in 1983.

Two Years of Reneging

But for two years running, the Soviet
Union. for some years the second-largest
buyer of U.S. farm products. has reneged
on that agreement, refusing to purchase
even the minimum specified volumes. And
with its own anticipated harvest up and
foreign-exchange earnings down. the
U.S.S.R. has vamshed trom the Amencan
market. To spur sales. Sen. Dole per-
suaded President Reagan to offer the So-
viets a $15-a-ton subsidy on wheat selling
for $100 a ton. but the Soviets passed over
the offer. which expired Sept. 30.

The grain issue was on the (0p of Mr.
Andreas's agenda dumng a short visit 10
Moscow in June. He didn't see Mr. Gorba-
chev then. but his personal stock clearly
had nsen. He was permutted to fly iunto
Moscow on ADM’'s Falcon 300 corporate
jet. a pnwviiege granted to only a few West-
ern businessmen.

The next time he sees Mr. Gorbachev
may be 1n Decatur. The Russian has asked
to visit ADM's main operations whenever
he comes to the U.S. for the proposed sum-
mit meeting. ''He saw a newspaper picture
of President Reagan visiting our corn wet-
milling piant,”” Mr. Andreas says. “It's the
biggest in the worid. and Gorbachev says
he'd like to see it."” .

e G E————




Soviet Arrest of U.S. ] ournalist Shows

4

A Willingness to Skip Reagan Sumn@t

would be turned over to their countries’

FOREIGNOEP | Z (G ambassadors, pending solution of the dis-

By Magx D'ANASTASIO
Staff Reporterof THE Wa EET JOURNAL

The Kremiin's authomnzation of the ar-
rest and indictment of an American jour-
nalist on charges of espionage. a cnme
punishable by death, was meant partly t0
send a stern political message to the
us.

[n addition to trying to force the release
of a Soviet spy suspect held in U.S. custody
by deciding to jail the Amencan. the So-
viet leadership hoped to dramatize its will-
ingness to skip the planned summuit rather
than meet President Reagan mainly on his
own terms.

“It wasn't just an effort to get their
man back, ' said Dmutrt Simes, senior as-
sociate of the Carnegie Endowment for [n-
ternational Peace. ‘[t was (0 send a politi-
cal message of toughness and irmitauon, o
say, 'You can't push us around.”

The harshness of the Soviet message
and the continued incarceration of Nicho-
las Daniloff. the U.S. News & Worid Report
Moscow correspondent, make 1t highly im-
probable that the two sides will manage to
restore the mood necessary to hold a sum-
mit this year.

The Soviet attitude toward the summit,
which has detenorated steadily in past
months, stems from Moscow s inability 0
gain any significant concessions on central
issues. despite a nonstop flurry of diplo
matic and propaganda activity. Lately, So-
viet spokesmen have been pressing the
Kremiin view worid-wide, saying "not one
bit"” of progress has been achieved since
the November summit in Geneva, Switzer-
land.

The Zakharov Spark

The arrest of the Soviet spy suspect,
Gennadi Zakharov. was the spark that ig-
nited the powder keg of Soviet frustration.
The United Nauons employee was seized
by the U.S. less than a month before Secre-
tary of State George Shuitz and Soviet For-
eign Minmster Eduard Shevardnadze were
scheduled t0 meet t0 plan a summit
date.

"“The Soviets probably mistook their
man’s arrest as a provocation. approved
on a high level,” said Mr. Simes, the ana-
lyst. '
Both U.S. and Soviet officials assert
that they are making progress on an un-
specified deal that, while it wouldn't lead
to a quick resolution of the conflict. would
at least prevent it from exploding the su-
perpowers’ relations. Officials said the fi-
nal details of the agreement haven't been
worked out.

One senior official. however, suggested
that any deal would invoive the reiease of
both Mr. Daniloff and Mr. Zakharov, who

pute.

Hitches sull appear to remain over
when the two men wouid be reteased and
whether they would be tried.

Nonetheless. enough damage has been
done to at least push the summut into 1987,
perhaps by the spnng.

**After the Daniloff affair, the American
public. and absolutely the American press,
wiil not be in the mood to g1ve Gorbachey
a warm weicome on this first visit to this
country,” said Mr. Simes.

The Soviet gambit was probably calcu-
lated to win a quick reiease for Mr. Zak-

v and to make the Reagn; administra-~

n fearful of losing the opportunity for a
summut this year, jolting it into being more
amenable in pre-summuit talks.

At the ume Mr. Zakharov was arrested.
the Soviet leadership apparently aiready
had concluded that President Reagan was
patently unwilling to concede any ground
on either of two i1ssues on which Gorbachey

i can be seen as having staked his domestic

political fortune: a total ban on nuclear-
weapons testing, and a restriction on Pres-
ident Reagan's Strategic Defense [niua-
tive.

Gorbachev's Bosses

Kremiinologists said Mr. Gorbachev,
despite having consolidated his power
more rapidly than any previous Soviet
leader, remains answerable to powerful el-
ements of an elite political constituency
that opposes negotiations with the Reagan
admunistration. To keep them at bay and
justify attending a summut, he may need
Mr. Reagan's acquiesence on at least one
of those two issues.

By getting tough with the U.S. at the ex-
pense of an Amencan journalist. Mr. Gor-
bachev ultimately may win greater flexi-
bility from the Reagan admunistration,
even if it means pushing the summit t0 a
later date.

Some sentor officials in Washington be-
lieve the Soviet leadership, exasperuted by
its dealings with the Reagan admunistra-
tion and willing to wait until 3 new admin-
istration is in office to talk about arms con-
trol, may have been hoping to precipitate a
conflict that would force the president to
uitimately cance! the summut.

Supporters of this view said the Soviet
leader couid not have failed to predict the
outrage of the Amencan public.

But most experts concur that the Amer-
ican specialists in Mr. Gorbachev's ruling
circle, including Anatoli Dobrymin, who
spent 25 years as Moscow's ambassador in
Washington. would have chosen the politi-
cally expedient course in advising Mr. Gor-
bachev. They say that course would have
been to support the K.G.B. recommenda-
tion to frame Mr. Daniloff.

This view also holds that to zet out of

M. D'ANASTRASIO

the summit commitment, the Soviets
would have had to prompt a U.S. move to
cancel, because in the communique from
the Geneva summit, Mr. Gorbachev
agreed to meet President Reagan in the
U.S. this year. To renege on that agree-
ment would damage the Soviet leader's im-
age abroad.

But most officials discount this claim.
noting that Mr. Gorbachev would likely
suffer less damage to his image. particu-
larly in the arena of West European public

opinion. by citing President Reagan's in- |

trasigence on his plans to build a space-
based strategic defense as a reason for not
attending the planned meeting.

Risk of Retaliation

However, the nsk still remains that as
the conflict drags on, President Reagan
will come under pressure to take retalia-
tory measures that uitimately could scotch
the summit.

Kremiin experts say the Soviets failed
to fully anticipate the pressure to remain
tough that would be put on President Rea-
gan on behalf of the jailed journalist by the
Amerncan press.

“Once again,” commented Mr. Simes,
an emgre {rom the Soviet Union, ‘‘the So-
viets have failed to take into consideration
something they don't have.”
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Gorbachev Enlisting Wary Intellectuals
Toﬁiéo tﬁaeG Economy, Foil Bureaucrdcy

FOREIGN
INSIGHT

By Marx D’'ANAsTAsIO

su:f!RcPW‘"‘“
The stock of russias Inteiectual

classes appears to be rising under the rule
of Mikhail S. Gorbacheyv.

The Soviet leader recognizes their value
as contnbutors to his paramount goal of
economic modernization. He also sees
them as a potenual foil to the entrenched
bureaucracy that is resisting his policies of
change.

"*Gorbacheyv would like to raily the na-
tion's (ntelligentsia to his reform barm-
cades,” says Ste- 3
phen F. Cohen, a
PrincetonUniversity
Soviet specialist.
Some Soviet experts
see the release from
exile of dissident
physicist Andrei
Sakharov as a pow-
erful symbolic ges-
ture aimed at boost- ~
Ing support for Mr.

Gorbachey among g
the naton's inteilec: g

tual elite. For them.  yfingyi Gordachev
the move represents ——mm ———
further escalation in a campaign that com-

- - biRes- greater openness with more-humane

treatment of select dissenters and a parnal
relaxagon of censorship in the arts.

According to this thinking, the 1975 No-
bel Peace Prize laureate isn't only the
symbolic representative of the country's
severely diminished dissident movement.
Mr. Sakharov, three-time winner of the na-
uon's highest civil award. also reflects the
hopes for liberalization quietly heid by a
broad section of the post-Stalinist genera-
tion, Soviet experts say. Mr. Gorbachev is
the first Soviet leader of that generation
and draws much of his political constitu-
ency from it.

The generation includes many of the
creauve, technocratic and political elite
without whose assistance Mr. Gorbachey
will fail in his drive to dismantle features
of the Stalinist system that continue to
cripple the Soviet Union's social and eco-
nomic development, threatening its ability
!0 compete as a superpower. These ves-
tuges include an outmcded command
mode! for the economy and a social order
that relies more heavily on fear and intirmu-
dauon than on public trust.

“Stalin bwit a nation on the backs of
peasants and industnal workers and many
of the key biases of that system remaun in-
tact.”” says Marshall [. Goldman, associate
director of Harvard University’'s Russian
Research Center. “The Russia Gorbachev
envisages will be based on computer pro-
grammers, trained economic managers.
and others with the knowledge to find solu-
tions for the nation's chronic economic and
social problems.’”

Many intellectuals in Moscow see Mr.
Gorbachev’'s campaign to co-opt them
demonstrated also by his personally ap-
proving distribution of formerly forbidden
books. plays and films, and by his at-

tempts to lure popular avant-garde direc-
tor Yuri Lyubimov back from emigration.
"*We as a class can provide a force for str-
ring the passive masses,”’ says one disaf-
fected writer. ‘“We can tip the balance in
his struggie to restructure the economy
and soclety.”

But ;iving intellectuals greater status,
a policy pursued for the past several years
for sumilar reasons by Chinese leader Deng
Xiaoping, faces substantial resistance.

Soviet watchers say intellectuals them-
selves may be reiuctant to jump on Mr.
Gorbachev’s bandwagon, fearing the fick-
leness of Kremlin policy and a resurgence
of conservatism. and feeling still too con-
fined by the limitations the comumunist sys-
tem forces upon them. Another obstacie is
the fact that Stalin's anti-inteilectual leg-
acy runs deep, both among the general
populace and within the gargantuan party
and state bureaucracy that wields central
control.

Opponents of Mr. Gorbachev’s policies
may view his effort to woo the inteiligent-
sia as a further attempt to discredit the
conservatives and their way of thinking. [t
won't go unnoticed by the more conserva-
tve wing of the Communist Party that Mr.
Gorbachey’'s move to free Mr. Sakharov
from exile comes as the party is geanng
up for a plenum at which the Soviet leader
is expected to try to oust remaining old-
guard opposition on the Politburo and es-
tablish new rules on party cadres.

Conservative elements, however, may
be molilified by the public relations benefits
of Mr. Gorbachev's move, which could
mute international crticism of Soviet poli-
cies as the Kremlin prepares for an inter-
national conference on human nghts in
Moscow.

Kremlin watchers say Mr. Gorbachev's
effort to put a human face on Russian com-
munism can be viewed partly as a tactical
move that will be appreciated by most ele-
ments of the Soviet leadership. The chief
thrust of Soviet propaganda-the procla-
mation that the Soviet Union is dedicated
to worid peace—is routinely undercut by
Western accusations of Soviet infringement
of the nghts of its own people.

But Kremlinologists see more than pro-
paganda in Mr. Gorbachev's move. As long
ago as 1968, Mr. Sakharov wrote that there
IS an inseparable link between the Soviet
government's treatment of its own citizens
and its prospects for economic and social
development. “Today," says Princeton's
Mr. Cohen, “there is an overiap of the
ideas Sakharov expressed . .. and the So-
viet leader’'s own thinking."
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Thatcher’s Coming Trip to Soviet Union

May Profoundly Alter Europe’s Defense

FOREIGN
! - INSIGHT

By MARK D'ANASTASIO
Staff Reporter of THE WALL STREXT JOURNAL

MOSCOW - British Prime Minister Mar-
garet Thatcher locks horns in Moscow with
Soviet leader Mikhail Gorbachev next
weeX on issues that could profoundly aiter
the East-West military confrontation in
Europe. She has been building a consensus
on European disarmament this week with
her French and West German counterparts
prior to her five-day Soviet visit, which be-
gns Saturday.

The Soviet leader wul push his cam-
paign for a “nuclear-free Europe,” aimed
at removing the British and French inde-
pendent nuclear deterrents as well as su-
perpower medium-range missiles from Eu-

Western analysts say he'll also try to
advocate his concept of a continent in
which West Euro- .
pean nations and the S
Soviet Union ‘‘share =
one home” and
where, by implica-
ton, the U.S. is an A
outsider. Mr. Gorba-
chev's repeated
calls for a Europe
extending ‘‘from the
Atlantic to the
Urals,” say Western
officials, providesan E=
emotionally appeal-
ing backdrop to his
denuciearization
campaign.

In her turn, Mrs. Thzu:her will stress
the determination of Britain and France,

N

members that any U.S.-Soviet pact on me-
dium-range mussiles include agreement on
Moscow’s short-range missiles aimed at
Europe, as well as on Warsaw pact con-
ventional and chemical weapons that are
believed to outweigh NATO's.

Mrs. Thatcher's role as European :

spokeswoman will go beyond defense is- )
sues, too. West European diplomats in
Moscow say Mrs. Thatcher’s. visit comes at

a time of growing consensus that Mr. Gor-
bachev’'s modernization policies may sig-
nal a new chapter in East-West relations in
which the European Community should
participate.

Some Western officials in Moscow say -

sentiment toward formulating a European
response to Mr. Gorbachev's initiatives in-
dicates at least a partial victory for the
new pan-European emphasis in Soviet for-
eign policy under his leadership.

One French diplomat says Mr. Gorba-
chev will highlight that emphasis during
Mrs. Thatcher's visit because he ‘‘has
probably made up his mind that the maxi-
mum he’ll get out of President Reagan's
last two years is an agreement on medium-
range missiles. ... The Soviets will turn
their attention more toward opportunities
In Europe. In general they've always
viewed the Europeans as more reason-
able.”

Western officials also say that by en-
couraging common interest with Western
Europe, the Kremlin hopes to obtain more
economic and political cooperation for Mr.
Gorbachev's domestic modernization
drive, while increasing political leverage
with its superpower rival. !

.« v

Western diplomatic officials say Mr. |

Gorbachev needs to boost his denucleariza-
tion campaign while, in the words of one,
prospects for a U.S.-Soviet arms accord
. ‘‘are increasing pressure on European gov-
emmntswdomoreformeirmsem
n " P . ol o, !
tym dlplomm say thaz while the So-

'mzsnaveconsmmuysougmmendwm

ington’s  dominant

5 secunty role in the -

Y= North - Atlantic
£ ‘n'eatyOrganmﬁon.

8 ment between Brit-
ain and France for
3 cooperation on arms
= and nu-
==3 clear defense, and a

Mwmz Gorbachgu movement  within

———— the 12-member Com-
mon Market to establish collective security
and defense policies, have heightened Mos-
cow's concern.

*“Now is the time for Mr. Gorbachev to

© act if he wants to influence the future de-

fense picture in Western Europe:’ says a
diplomat from West Germany, where most
U.S. medium-range missiles are based and
where Mr. Gorbachev's nuclear-free-Eu-
rope campaign has gained some accep-
‘tance. -

The moment also can be seized by Mrs.
Thatcher to present a united European re-
sponse to Mr. Gorbachev's initiatives. A
senior fellow at London's Royal Institute of

International Affairs, Alex Pravda, says
Mrs. Thatcher “is going to try to respond
to Mr. Gorbachey with a European stand-
point.” He adds, “She aspires to that kind
of role”” because donning the pan-Euro-
pean mantle increases Britain's stature in

world affairs and gives it leverage in de- |

fense matters that affect Britain.

' Thatcher’s visit—the first by a
Bri ead of government since 1975 and
her first full-scale Kremlin talks since tak-
ing office in 1979—also wil help in her
bid for a third term in elections she's likely
to call this year.

In her contest with the Labor Party,
which says it would unilaterally scrap Brit-
ain’s nuclear forces, Mrs. Thatcher has de-
scribed Mr. Gorbachev’s Feb. 28 offer to
withdraw Soviet SS-20 missiles from Eu-
rope as a response to pressure from U.S.
deployment of Pershing 2 and cruise mis-
siles, which she backed against Labor's op-
position. . :

But more essential than domestic poli-
tics is Mrs. Thatcher's mission to be heard

out on the insistence of European NATO




‘Glasnost’ Is Also a Victum ot Lhernooyt
As E@paganda Move Rises From Ashes

. FOREIGN
é INSIGHT
By MARK D’ANASTASIO
Staff Reporter of THE WaLL STREET JOURNAL

MOSCOW —The international firestorm
that followed the nuclear accident at Cher-
noby! gave birth to glasnost. Mikhail Gor-
bachev's policy of openness. But one year
|ater. the Soviet leadership seems (ncapa-
ble of appiying the new pninciple to the af-
termath of the disaster.

After an imual effort at candor. the
Kremlin has launched a powerful propa-
ganda  campaign
aimed at squelching
the public's fears
about the long-term
consequences of
Chernobyi. the worst
nuclear accident in
history. One Soviet
intellectual says the
official explanations
are as ‘‘unrealistic
and full of wishful
thinking as a Rus- =
stanB fairy tale.” 3 .

ut Dy SUPPresS: agikhai

ing the truth at a W
time when the populace’s fears about ra-
diation are mounung, officials are demon-
straung their tnabulity to curb the old Rus-
sian impuise to take a strictly paternalistic
approach toward what individuals need to
know. They are also undermining glas-
nost—and thereby threatening (o destroy
Mr. Gorbachev's carefully cuitivated \m-
age as a new breed of Soviet leader.

At the very least. skepticism toward the
rosy picture being painted by officials is
likely to deepen an ingrained cymicism that
is impeding Mr. Gorbachev's campaign for
social and economic renewal.

Authorities stepped up their campaign
to hide the true dangers of Chernobyl in

scientists warned that consumption of con-
taminated water, milk. and food will ac-
count for %09 of post-Chernoby! radiation
exposure, officials in the Soviet Union dis-
missed health fearsas a psychological neu-

1S.

“We observed certain elements of ra-
diophobia.* a Kiev health official said on a
radio program. A certain proportion of
the people are limiting \ntake of milk and
tresh vegetables, considenng they may be
contaminated. * He advised listeners t0 for-
get their fears, as the real threat to theiwr
health was the ‘‘distortions in thetr diet.”
depniving them of vitamins and min-
erals.

Anxiety over the long-térm threat of
death from cancer from radiation exposure
\s also being met with a don t-worTy line.
According to Leonid [lyin. chairman of the
National Commuission for Radiation Protec-
tion. of the 237 people diagnosed one year
ago as suffenng from acute radiation sick-
ness. 28 have died while the overwheim-
ing majonty of vicims have returned (0
work.' (Western experts put the number
of radiation deaths at 29).

As for the 930.000 people examined for
the effects of exposure, Nuciear Power [n-
dustry Minister Nikolal Lukomin said. [
can offictally say that no deviation from
the norm was found (n any case. inctuding
newborn babies who stayed in the area of
Chesnobyl.”

Over the long term. Mr. Lukonin toid
Ukrainian newspapers. 500 cancer fatali-
ties at most will resuit from the nuciear
accident. He and other offictals have re-
jected as fabncations ssuimates by ‘vest-
ern specialists that as many as 73.000 peo-
ple worid-wide could die.

(In Moscow yesterday. Soviet officials
told a news conference that most people 1A
the Chernoby! area are in good health and
that radiation levels in farm products and
soil near the plant have almost returned (0
normal. They also said that the lowenng of

]

pa oy
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earty March as dozens of small nvers that the reactor temperature is ordi g
course through the 18.5-mile-wide evacua- g pian.) i EMREASEaTIG 3
tion zone around the nuclear plant began D i
espite the propaganda barrage. \West- =
overflowing from the thaw of record WInter  opq gipjomats in Moscow say glasnost isn t B
. a complete failure. One ot its goals was (0
e “{m&m"”xmﬁ Na!  make bureaucrats more accountable for =
lnmed oﬂ“'mm the Dmeper River Basin that their deeds—and Soviet newspapers have -~
provides drinking water for millions of  DUen roeporting cases of managenal mal =
seople n the Uk T is of Anx- i:uh::cp:n m:lt %e“r.mmed the Chernoby! fire
‘&‘:‘ letters mmm":g‘go'::’reﬁgfr;n But glasnost has clearly faled 1o -
Ou(ﬂ“ poured - achieve its other grand purpose: (0 bring i1
cials responded that newly bml; fil- the truth to the people. 2
terng dikes would hoid back all radionu  “yir Gorbachev himself recently urged a

clides. the invisible radioactive parucles
scientists say will remain “hot'* for dec-
ades or even centunes. Ukrainian Health
Minister Anatoli Romarenko deciared
“there are no grounds whatsoever for wor-
ries or apprehensions.’”

And as the floods subsided. Vasily
Tkach. minister of water conservation.
likewise prociaimed that all was well.
“The Dmieper's waters are now suitable
for drinking and the picturesque hanks for
sport and play.” he said.

More soothing words followed as strong
spring winds blew radioactive dust ont
farm fields and pastures. While Western

Soviet journalists to show greater respect
for the intelligence of average Soviet cit-
zens. To fail to do so could only damage
their morale, he said.

**Any untruth gives rise to a painful re-
action and affects a person’s social feel-
ings.” Mr. Gorbachev said. “There's no
getting away from this.”

In the Ukraine, the Chermobyl catas-
trophe is certain to bring more hardships.
Just as inevitably, the contrived explana-
tions of what's happening will trigger the
painful reactions that the inventor of glas-
nost finds so troubling.




THE WALL STREET JOURNAL THURSDAY. OCTOBER 29, 1987 29

Gorbachev’s Waffling on Summit Raises

Speculation on Kremlin Power Struggle

FOREIGN
INSIGHT

By MaARK D'ANASTASIO
Staff Reporter of THE Wat.L STREET JOURNAL

MOSCOW - Mikhail Gorbachev's bun-
gled attempt to set last-minute conditions
on a summit with President Reagan may
have had less to do with the U.S. leader's
political weakness than with disarray
within the Kremlin itself. Western political
analysts say.

When the Soviet leader surprised Amer-
ican officials last Friday by declaring he
wasn't ready to set a summit date until the
U.S. agreed to negouate curbs on its stra-
tegic defense initiative. Western analysts’
immediate reaction was that he was hop-
ing to exploit Mr. Reagan's political trou-
bles to wring last-minute concessions from
him.

But now that Mr. Gorbachev has appar-
ently flip-flopped and is again eager to
hold a summit soon. the experts have a
new explanation.

They say the Soviet leader. who has
met the president twice. 1s well aware of
his single-minded dedication to SDI and
wouldn't conceivably have thought the
president could be forced to compromise
on his pet project.

Too Smart for That

“Gorbachev has traveled too far with
Reagan to make a stupid mustake like
that,”” says one Western diplomat.

Indeed. analysts speculate that it wasn't
Mr. Gorbachev but some hard-liners
around him who forced him to shift posi-
tions last Friday. But when the U.S.
strongly rebuffed his demands for SDI con-
cessions, the theory goes, the hard-liners
realized they had no choice but to let Mr.
Gorbachev do it his way. Otherwise, the
Soviet Union risked doing irreparable dam-
age to its carefully constructed image of
a peacemaker in search of more open and
equal relations with the Western worid.

As a result, Soviet Foreign Minister
Eduard Shevardnadze is coming to Wash-
ington tomorrow to tell Mr. Reagan and
Secretary of State George Shuitz the Soviet
Union retracts its demands for concessions
on SDI as a precondition for a summit. In-
stead. he will probably tell the Amenicans
that signing a treaty to eliminate interme-
diate-range nuclear weapons in Europe is
enough. .

This second about-face will only rein-
force the impression that the Kremlin is
torn by dissension. Western diplomats and

specialists speculate that the first change
in the Kremlin line, which as head of a col-
lective leadership Mr. Gorbachev had no
choice but to articulate, represented an at-
tempt to scotch the summit.

According to this view, what appeared
at first as a tactical move was in fact a
sign that power was shifting from Mr. Gor-
bachev to hard-liners. These opponents re-
ject not only his arms-control policy but
also his apparent strategy of easing super-
power tensions to allow the Soviet Union to
divert energies to rejuvenating the econ-
omy.

Signs of tension in the ruling hierarchy
appeared last week when Mr. Shevard-
nadze testily rejected a suggestion that the
Kremilin had altered its position on a sum-
mit during a surprise plenary session of
the Communist Party Central Comittee on
Oct. 21—-the day before Mr. Shultz arrived
in Moscow. The 307-member Central Com-
mittee comprises the nation's top political
officials.

Help Not Forthcoming

\Western analysts speculate that Mr.
Gorbachev had turned to the Central Com-
mittee to break a deadlock within the 12-
member ruling Politburo over the super-
power summit. However, the Central Com-
mittee, #0% of whose members are old-
guard holdovers from the Brezhnev era,
apparently refused to support the Soviet
leader. the analysts say.

But almost as soon as Mr. Shultz last
Friday announced Moscow's unwillingness
to set a summit date, the Western reaction
began to go against Mr. Gorbachev. West-
ern editonal and government reaction be-
gan to portray the Kremlin as untrus-
tworthy and disunited—images Moscow
has fought desperately to dispel over the
past two and half years.

Mr. Gorbachev's reassertion of author-
ity may thus have resulted from the shock
awareness that Soviet Union was on the

.verge of losing its greatest foreign-policy

gain in decades: Persuading the Western
democracies that its peaceful intentions
justified doing economic and political busi-
ness with it. But the West has never aban-
doned all its doubts about Soviet intentions,
and now it might start wondering once
again who is really in control in the Krem-
lin.
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9. Staff Reporter of THE WALLSTREET JOURNAL
.1i. MOSCOW - Western diplomats here
-=.have given Mikhail Gorbachev a new nick-
nname. They're calling him “Mr. Da.” It
-t-comes from the Soviet leader’s willingness
n:10 say ‘‘yes,” where earlier he had said
1r''no,” to ellminating obstacles to an arms-
control agreement with the U.S.

Mr. Gorbachev's seeming eagerness to
stnke a deal with the U.S. is confronting
Westem analysts with a rddle: To what
“-extent is he masterminding a propaganda
L, campaign designed to undermune the At-
™'lantic alliance, and to what extent does he
“really want to slow the arms race?

- P The answer is probably a mixture of
botn But a consensus seems to be emerg-
~ing that Mr. Gorbachev needs an arms

ment to win the Soviet military es-

;.'Ltablxsnmem s backing for a national effort
“to reverse the country’s economic decline.

e According to this view, the generals will go
a]ong with a diversion of resources to the
/civilian sector because they have come to
rea.llu that a revitalized economy will ben-
em them in the long run.

== But Mr. Gorbachev's more-forthcoming

o approach isn’t winning him the quick cred-

“"ibility he apparently sought. Three weeks

““after he proposed boid new measures 0

. Speed an agreement
to remove Soviet
and U.S. medium-
range missiles from

Europe, Western

suspicions still

abound on the mo- .

tives behind his ini-

tiatives. And Mr.

Gorbachev'sfrustra-

e

made last week dur- £
ing a visit by Syrian :
President Hafez As- fikhail Gor :
sad. Mr. Gorbachev da Gorvctes
mocked Western apprehensions. ‘‘What
does Moscow have on its mind? Why such
bold steps?’* he asked sarcastically. ““Isn't
behind that (boldness) just cunning and de-
ception designed to lull the vigilance of
some and divide all, and crush down on
Western Europe?”

He then goaded the West for failing to
see what he claims is obvious: that a
change in Soviet foreign policy has been
precipitated by his internal drive for eco-
nomic and social renewal. "'Is it really be-
yond you to understand the objective, in-
separable connection of these processes
with genuinely good intentions in foreign
policy?”” he asked the West.

Many Western experts agree there is a
kernel of truth in Mr. Gorbachev's link
.between new Soviet domestic and foreign

Soviet Spending on
Military Hardware

Percentage of national income that
goes to military procurement of
durabie goods.®

10%

8%

6%

4%

7075303[82'83'8436

Norg: All calculations are made in 1984 rubles.

Soures: PlanEcon [ne.

policies. [ncreasingly, they are saying that
without a relaxation in the world-wide su-
perpower competition, a process that could
be set in motion by an arms-control agree-
ment, Mr. Gorbachev's drive to overhaul
the sputtering Soviet economy could fail,
ultimately leaving the military sector tie

same shambles the civilian sector is

today.

Comments one senior Western diplomat
with long Soviet experience, “It's not as
crude as just shifting money from guns
to butter. Gorbachev needs to restmcture
economic investment and thinking.
needs to take the Soviet economy off a

. wartime footing."
Western observers say Mr. Gorbachev s -~

annoyance isn't wholly justified. It was So-
viet .President Andrei Gromyko, dubbed
“Mr. Nyet" when he served as foreign
minister, who ‘‘once warned us that behind
Mr. Gorbachev’s ‘nice smile’ lie ‘teeth of
steel,’ " one analyst notes.

And it's clear that the Kremlin is ex-
ploiting Mr. Gorbachev's initiatives for
propaganda purposes. Western analysts

say the conflict his arms proposals have
incited between the U.S. and its European

allies was certainly one of his goals. Weak- .

ening support for President Reagan's Star
Wars defense plan was also carefully cal-
culated. And that by saying ‘“‘yes” Mr.
Gorbachey is trying to shatter Russia's im-
age as a threatening “‘evil” empire and
harvest an array of political and economic
benefits is, in the words of cne analyst, “as
clear as the blue Siberian sky."

But Kremlinologists skilled at probing
the tea leaves of Soviet behavior say that

behind Mr. Gorbachev's eagerness for-

Sowet Generals Get Reformist Message

But Gorbachev’s Frustration With West Grows

arms control probably lies his need to
make a fundamental change in the way the
Soviet economic system operates.

The key feature of that system, which
remains basically intact since Josef Stalin
created it 50 years ago to industnalize
backward Russia, is that ‘‘the military h-s |
near-absolute pnonty over everythin;
from investment to pins and needles,” says
Columbia University Prof. Richard Eric-
son, who is in Moscow to study Mr. Gorba
chev’s economic reforms.

Indeed, the structure of the economy
today, with most civilian industrial, trans-
port, communication and medical facilities
designed and maintained to make a quick
shift to military needs. and with the best

‘scientific minds working in the military

sector, reflects as much a siege mentality
as Marxist-Leninist economic theory. The
system of rigid, centralized decision-mak-
ing “is the same kind every country turns
to in a time of war,” says Mr. Ericson.

Mr. Gorbachey needs the backing of the
military establishment if he is to curb its
growing appetite for money. And to get its
support, he needs a relaxation of East-
West tensions. (Soviet defense spending as
a portion of gross national product rose to
between 15% and 17% in 1982 from 12%-
14% in 1970, according to U.S. Defense De-
partment estimates.
Power Elite Agrees

Already, Mr. Gorbachev is believed to
have established a consensus within the
military and political hierarchies that mili-
tary costs are sabotaging economic
growth, which Jan Vanous, president of the
Washington think tank PlanEcon Inc., esti-
mates fell to-1.5% last year, the lowest

~ rate since World War IL

Indeed, 25 years after Nikita Khrush-
chev was ousted as party boss, partly for
attempting to cut outlays for the military,
experts speculate that Mr. Gorbachev is
winning wide acceptance for fundamental
change. And he’s doing so, they believe,
by disseminating among the Soviet power
elite secret data that proves the economy
is nearing a dead end. Ultimately, Western
officials speculate, the prospect of a bigger
pie from which the military share will be
cut is what has gotten Soviet generals'to
climb gxnzerty on Mr. Gorbachevy's band-
wagon.

“Gorbacnev has shattered the pretense
that the Soviet economy works and con-
vinced the military that when he fixes it
they’ll get all they need,” says one West-
ern official.

To fail to stall the arms race, Soviet of-
ficials admit privately, would eventually
force the Soviet Union to forfeit its super-
power status. The difficuity of the task,
Western experts say, is staggering.




Redirecting Energies

To bring about Mr. Gorbachev’'s eco-
nomic reforms, central planners will have
to relinquish day-to-day decision-making to
middle-level managers and focus their at-
tention exclusively on long-range strategic
planning:

“Only in that way can the local man-

ager act as a sensor and put a dent in |

the grotesque inefficiency brought about
by decades of irrationally ignoring factors
like supply and demand and price forma-
tion,”” one Western specialist says.

Columbia University's Mr. Ericson adds
that ‘“‘a strong psychological aspect” in-
fuses Mr. Gorbachev's new policies: He
seems to recognize that working under ex-
treme pressure inhibits creativity.

“If the Soviets are under pressure to
meet more and more American (muilitary)
challenges they #¥ill wind up doing it in the
only way they know how: by administering
everything in detail, making sure the cen-
ter is on top of everything, and ultimately
stifling all local initiative,”" he says.

Western experts say normalizing the So-
viet economy would occupy at least Mr.
Gorbachev's tenure in office and probably
much longer. Whether during that period
of retrenchment any basic changes would
develop in Soviet military and political ob-
jectives is an open question. It's that un-
certainty that is inducing the Western ap-
ghrisasions that so anger Mr. Gorba-

e e ——————— e ———

So.



Hard-Liner’s Influence Gains in Kremlin

By MAzX D'ANASTASIO
Sia/f Reporier of THE WaLL STREET JOURNAL
MOSCOW=-A Soviet propagandist who
spent several months studying in New
York City and who views the U.S. as an
implacable enemy is emergmng as Mikhail
Gorbachey's leading strategist.

Alexander Yakoviev, a 63-year-old for-
mer ambassador (0 Canada, has already .

. 3

achieved paramount
influence over the A
thinking of the So- @&
viet leader. He is
widely credited with
inspiring Mr. Gorba-
chev's policy of gias-
nost, or openness,
and his approach to ¥
revitalizing the So- LN
viet economy. S
Little is known 3

about the precise . N
history of the two - -

men's relationship. 4lerander Yakouiev
They are bellevedto — -~
have known each other for maore than a
decade and are said to have been favorites
of the late Mikhail Suslov, former czar of
Soviet communist ideclogy. But Soviet

—_—— M

watchers say there is no doubt about the

influence of Mr. Yakoviev on Mr. Gorba-
chev and. thus, on Soviet policy. Diplomats
in Moscow refer to them as “soul mates”
and one calls Mr. Yakoviev *‘the brains be-
As a result, Western diplomats are fo-
cusing oa the balding, portly Mr. Yakovlev
with sudden intensity and are scrutinizing
his writings with new urgency. Some be-
lieve Mr. Gorbachey is trying to maueuver
his protege into the No. 2 spot now held by
Egor Ligachev, a conservative, go-slow
type.
. A close look at Mr. Yakovlev reveals a
man born of peasant parents who is a first-

generation member of the intelligentsia. ..

On the substantive side, what is mast strik-
ing is the pervasiveness of anti-American-
ism (n his thinking about East-West rela-
tions— An exchange student at Columbia
University in New York in 1959, he rou-

tinely flails at the U.S. in his writings. He .

has described America as a land of “‘deep
amorality built on a convulsive worship of

success.” And he has denounced ‘“its mes--

stanic idea of ownership of the worid that
is characteristic of the American social fa-
bric."”

across as more hard-line than those of

other Soviet experts on America, such as

Georgi Arbatov, director of the U.S.A. and
Canada Institute, and Anatoly Dobrynin,
the party secretary for foreign affairs who

served as Moscow’s ambassador to Wash- ~
ington for more than two decades. While -
the latter two men consider Ronald Rea- -
gan's presidency less conducive to im- .

proved relations than that of his predeces-
sors. Mr.. Yakoviev argues that all US.
presidents, as heads of America’s “‘ruling
circles,” are inherently equal threats
world peace. -

Mr. Yakovlev's views oa the U.S. come

* . “Sudden Departure

In the introduction to his 1385 book “‘On
the Edge of the Abyss: From Truman to
Reagan, ' he writes that all eight U.S. chief
executives in the post-World War II years
have used the same methods *‘to sow fear
of an outside danger, insull chauvinism,
jusufy the growth of mulitanism and ag-
gression, brainwash the people so they
won't think about whatever the ruling
forces feel is undesirable, and generate
prewar hysteria.”-

Comments one Western diplomat, "“The
thing you have to understand about Yakov-
ley is that this guy, who in many ways is

Gorbachev’s intellectual mentor, has the
profoundest misgivings about everything
. American.”

His misgivings spring from a deeply

'..neldmm:mandhavebyanacmtsj
. permeated the thinking of Mr. Gorbacheyv,
who makes frequent references (o the so--

" called ruling military-industrial circles
that he believes dictate American policy.
The same distrust of America may
have contributed to Mr. Yakoviev's fall
from power in the early 1970s when the

late Leonid Brezhnev was pursuing detente .

with the U.S. At that time, Mr. Yakoviev,
who held a key Kremiin post—that of act-
ing propaganda chief-was suddenly ex-

{led to relative obscurity in Ottawa, where |

he languished for 2 decade. Then in 1383,
when Mr. Gorbachev visited Canada as
party secretary in charge of agricuiture,
the two men met again.

Three months later, Mr. Yakoviev, who
holds a doctorate in historical sciences and
is a member of the econamics department
of the Soviet Academy of Sciences, was in-
vited to take up the post of director of the

prestigious Moscow Institute for World

Economics and International Relatioas.
That appointment by the late Yuri Andro-
pov attracted attention in the West. The in-

terest intensified when Mr. Yakoviev ac--
companied Mr. Gorbachev on a trip to

London in December 1984.

mmm;fevnmmxr.corbachw.

won the Kremlin's top job. Mr. Yakoviev
rode his friend's coattails back into the
party’s inner sanctum. He was named a
full member of the Central Committee, to
which all the nation’s highest officials be-
long, and made chief of its propaganda de-
partment. Last year he won a spot on the

-12-member Secretariat and in addition to. -

his propaganda duties, took charge of cul-

ture as well. This gives him ultimate con- -

trol over Soviet newspapers and television,
literature, theater and education.

Liberal Borrowings

The extent of his influence became ap-
parent one month after Mr. Gorbachev
took power, At the April 1385 party
plenum, the new leader spelled out his
course for economic and social renewal,

"stunning the world with his call for a

f‘deep transformation’ in the way Russia

What struck some Western analysts was
that his plan, obviously long in the making,
read like 3 survey of Mr. Yakoviev's own
scholarly and journalistic writings. “When
Gorbachey wasn't paraphrasing Yakoviev, |
he was quoting him directly,” says Rodolfo "
Brancoli, an author and former Moscow
bureau chief for the [talian daily La Re-

. publica. - .

One Western analyst with detailed

' knowledge of Mr. Yakoviev's publications

and speeches says Mr. Gorbachev's de-
signs for the Soviet Union t y remain
“pure Yakoviev.” @ . i <
* The strategy is aimed at spurTing eco- -
nomic growth and thereby giving the So-

viets the means by which to close their in- |

dustrial and technological gap with the

Western Europe and Japan. .
This would require a shift in foreign pol-

icy emphasis away from the U.S., which is

deemed an unreliable economic partner,

and an aggressive public-relations cam- -

"pdigh to lmprove the country’s badly ta~
nished {mage abroad.

This past January, Mr. Yakoviev was
elevated to non-votng, or candidate, mem-
bership in the Politburo. Western experts
say he's virtually assured of getting a vot- -
ing seat at the.next Central Committee

. plenum, possibly. this summer, §
- ¢ The final act in his rivalry with Mr. Li- "
' gachev could then be played out in the Sec-:

_retariat. Those practiced in the art of read-
ing the tea leaves of Kremlin politics pre-

" dict he’ll win responsibility for party ideol- |

ogy. traditionally the domain of the Soviet: '
Union's second-most powerful apparatchik.
‘It's a portfolio currently held by Mr. Liga-
chev. !
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Capitalists Wary of Moscow’s Hard Sell
To Invest in Joint-Venture Enterprises

By MagK D'ANASTAsIO
Staff Reporter of THE WALL STREET JOURNAL

MOSCOW-Three months ago, Mikhail
Gorbachev won a battle with his colleagues
on the ruling Politburo to allow foreign
capitalists to establish joint business ven-
tures on Russian soil. But the Soviet leader
faces a tougher struggie convincing wary
foreigners that they can make a profit by
helping Russia build communism.

Despite a hard-sell effort by Soviet
trade officials, Europeans and Americans
remain wary. They know the difficuities
that have afflicted Western joint projects
in Eastern Europe and China. And they
say the Russians have failed to provide the
necessary assurances that conditions exist
for foreign investment here.

‘“They're eager, but we aren't,” says
one West German experienced in Soviet
trade. In a response typical of Western
business representatives in Moscow, he
adds, ‘“We have questions, but they have
no answers. They want to play this by ear
and work out each deal on an individual
contract basis." This could be chaocs.”
Rebutting Reports

The Soviets displayed their eagerness
recently when five senior economic offi-
cials held an unprecedented news confer-
ence aimed at clearing up what they called
the Western media’s misunderstandings of
Soviet joint ventures. Seeking to rebut re-
ports that their invitation to foreign busi-
ness had been met with extreme caution,
Deputy Prime Minister Vladimir Kament-
sev asserted that of 200 proposals received
by the government, 121 were deemed of
mutual interest and 12 projects were
“practically implemented.” He wouldn't
estimate how much foreign capital was in-
volved.

Western diplomats specializing in Soviet
foreign trade confirm that several proto-
cols have been signed. But the officials say
that no legally binding contracts for joint
manufacturing projects have been com-
pleted. Among interested U.S. companies
are Monsanto Co., for a herbicide plant;
Occidental Petroleum Corp., for oil equip-
ment, and Combustion Engineering Inc.,
for process-control equipment for refiner-
ies. The West German publisher Aenne
Burda Verlag says it has formed a joint
venture involving investments equivaient
to $16.5 million to produce a Russian-lan-
guage edition of its fashion publication.

Officials acknowledge that many of the
problems and much of the confusion arise
from the broadly worded joint-venture leg-
islation that appeared in Pravda on Jan.
27. Publication of the 4,000-word document,
delayed by conservative opposition re-
maining after the Politburo approved the
idea Dec. 25, represented a major ideologi-
cal shift. It allowed foreign investors for
the first time to hold as much as 49% eq-
uity and 3 management roie in Soviet in-
dustrial facilities.

Westerners negotiating joint ventures
say a major sticking pownt is that the So-
viets, intent on boosting their intake of
Western currencies, have oriented the law
and structure of the projects to increase
exports of manufactured goods, while of-
fering only limited access to domestic
markets.

“In many cases there's a basic conflict
of interest here,’’ says Prof. Richard Eric-
son, a Columbia University economist cur-
rently in Moscow to study Mr. Gorbachev's
economic modernization effort. ‘‘Western
companies are naturally more interested
in tapping the Soviet market."”
Compete With the State

Meantime, an internal debate among
authorities may give more weight to do-
mestic sales by the joint ventures. Mr.
Gorbachev, who wants to upgrade Soviet
production quality to international levels,
would like to see the joint enterprises com-
pete for customers with state-run organiza-
tions, both within the country and on the
worid market. So said a bevy of Soviet offi-
cials who in February showed up for the
first time at the yearly symposium of the
World Economic Forum in Davos, Switzer-
land to tout joint ventures.

‘“Maybe that's coming, but that clearly

isn't what the drafters of the law had in
mind,” says Mr. Ericson.
- Penetration of the Soviet market by
Western firms remains limited, with Pep-
siCo Inc.'s sale of soft drinks one of the
rare examples. Western businessmen say
they would like the joint ventures to make
goods for the Soviet market that the coun-
try currently imports with its scarce hard
currency. Noting that Soviet imports of
machinery and equipment rose 14% last
year in response to Mr. Gorbachev's drive
to retool industry, a French machinery
manufacturer says: ‘“The replacement of
these imports is the best contribution joint
ventures could make."

Keen reservations persist on the issue
of distribution of profits and repatriation of
the foreign partner’s share. The law says
net profits are calculated after costs and
‘“payments to the (enterprise’s] reserve
fund, as well as to other funds...ear-
marked for the development of production
and for research and technology.” One
Western commercial official comments:
*“This is too vague. There is no telling how
far the skimming will go for things busi-
nessmen who are used to market econo-
mies wouldn't even suspect exist. We've
sought clarification with no avail."

From the remaining profits the enter-

prise, after an initial two-year exempuon,
pays a tax of 30%. After that, the foreign
partmer receives a percentage of the
profits matching its share of the joint ven-
ture’s capital and is taxed a further 20% of
the portion it repatriates.

Compared with tax rates in other coun-
tries, ‘‘our partners are very privileged,"
says Yuny Aleksandrovich Ivanov, chair
man of the Foreign Trade Bank.

Western businessmen say they would
agree were they clear—again, the law is
vague—on whether they’ll be permitted to
take home ruble profits from domestic
sales in the form of hard currency. Prof.
Ericson says “it's very unlikely. If the So-
viets permut that at the official inflated ex-
change rate they'll lose a lot of money."

Mr. Kamentsev skirted the question and
would only confirm that “‘foreign partners
could receive profits from all the products
produced by the enterprise,” presumably
meaning exports and domestically con-
sumed production, but said nothing about
profit repatriation. ) o

Western businessmen are also wary of
Soviet claims the joint enterprises will be
independent from the stultifying control of
central planning organs. Prices for local
fuel and raw-materials deliveries will be at
“worid market levels,”” the law says, but
there is little information on the cost of la-
bor and other pricing issues. i

Stressing that “the pricing Qquestion

must be solved in the nearest future, othery

wise it can be a hindrance to the accelera-
tion of joint ventures,” Mr. Kamentsey
said trade officials would meet in June tq
set clear guidelines. >

Soviet industry’s prospective capitalist
business partners are cautious about
what lies in store for them in labor rela-
tions and their role {n management.

The law says the enterprise chairman
and chief executive officer must be Soviet
citizens and that the Communist Party and
official trade unions will function within
joint manufacturing ventures. While the
law also says the hiring and firing of
workers and payment and incentive
schemes are to be worked out jointly,
Western businessmen are concerned about
the Soviet work force, which Soviet sociolo-
gist Tatyana Zaslavskaya, who has risen
under Mr. Gorbachev to a position of influ-
ence, once described as ‘‘endemically
lazy"” and poorly skilled. !

Perhaps more in response to conserva.
tve Soviet opposition to Western capital-
ists operating on Russian soil than to pros-
pective partners’ concerns, the head of the
Jjoint enterprises department of the For-
eign Trade Ministry recently told the press
‘agency Tass that “‘the agreement provides
for the joint administration to stop poor
work and indiscipline.” But ‘‘a worker can
be discharged only if the trade union gives
consent."” . a
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Soviet Media Admit Inflation’s Existence
Prices Debate Appears to Be a Gorbachev Ploy

By MARK D'ANASTASIO
Staff Reporternf Tue: Warl. SturrTJoOuRNal

MOSCOW -Soviet newspapers are re-
porung for the first ume what ordinary
Russians have spoken about at dinner ta-
bles for years—that inflation is impinging
sharply on the qaality of life.

But the state bureaucracy that runs the
economy continues to insist on the official
boast that the Soviet Union 1s all but im-
mune to the inflation scourge that plagues
“crisis-ndden’” capitalism. [ndeed. recent
official retail-trade figures imply prices
have been going down.

Western experts say the contradiction is
more than just a glitch in Soviet leader
Mikhail Gorbachev's campaign for glas-
nost. or openness. They speculate that Mr.
Gorbachey's supporters deliberately have
unleashed a public debate on the sensitive
cost-of-living issue as a new weapon in
their war against opponents of his drive for
economic modernization.

By daring to attack one of the main
ideological pretenses of Soviet commu-
nism-—that it guarantees ever-rising living
standards—the Soviet leader hopes to dis-
credit those who support existing economic
policies that he says impede economic
growth and rob citizens of a better life.

Hard to Say No

"“The way Gorbachev is framing it in
the media is 'if you're not for me you're
against prospernity for the masses,” ' says
one Western diplomat. ""No Communist
Party official wants to be identified with
that.”

Western analysts say Mr. Gorbachev is
banking on his gamble paying off at the
coming plenary session of the Communist
Party Central Committee. a body of about
300 of the nation's top political officials. At
the expected June 9-10 plenum. which wiil
be devoted to economic issues, the Soviet
leader will seek endorsement of his plan to
curtail some powers of the state’s central
planners. He'll also seek approval of a law
that makes business enterprises responsi-
ble for profit and loss, removing the cush-
ion of state subsidies that drain the central
budget.

And he’ll launch a preliminary effort
to revamp the State Committee for Prices,

the body that sets all Soviet pnces after
production ministries submit price propos-
als for everything from soap powder to nu-
clear power plants.

The debate on Soviet inflation turns
partly on whether real wages are keeping
up with consumer prices. [n one article, Li-
teraturnaya Gazeta reporter Anatoli Ru-
binov, who collected hundreds of letters
from Soviet readers concerned about rising
prices. writes that “'in recent times prices
have nsen out of proportion (o
wages. . . and not by kopeks. not even by
just rubles.”

Too Much Cash

For wealthier Soviets. inflation doesn't
matter. [n a country where nearly every-
thing from cabbage to clothes is in short
supply, high earners have more money
than they can spend. This group includes
farmers who sell fruit in markets free
from state-set prices and the millions who
operate on the enormous and lucrative
black market or offer semi-legal consumer
services. "l can buy anything [ want
here." says one man who rents musical in-
struments to Moscow hotel bands. But, he
adds. because of the shortage of consumer
goods. "'l want more than [ can buy.”

But those with low wages say life has
gotten harder. [n a political move appar-
ently aimed at debunking the myth of So-
viet worker prosperity, the government
newspaper [zvestia recently estimated that
those struggling to make ends meet total
120 million people, or 437 of the popula-
tion. The weekly Nedelya says that today
150 million Soviets can't afford a high-qual-
ity refrigerator or washing machine.

To this group belong pensioners, young
couples, service-industry workers, and mil-
lions of low-paid industrial workers. *More
and more we forgo things. especially new
clothes," says one loader at a Moscow beer
factory. who like most Soviets can't get by
without his wife's second salary. "“My ex-
penses are running ahead of my salary."”

Mr. Rubinov of Literaturnaya Gazeta
says, "Everyone knows about this and ev-
eryone constantly talks about it. Everyone,
it seems, except the U.S.S.R. Central Sta-
tistical Administration.’” or TSSU.

Nikolai Belov, first deputy chairman of
the TSSU, which handles all the country’s
statistics, disagrees, saying Mr. Rubinov is
‘‘not competent to draw conclusions’’ about
inflation. Mr. Belov called a news confer-
ence to announce that retail prices grew by
only 8% from 1970 to 1986, while average
monthly wages rose 50% to 195 rubles—
about $308 at the current official exchange
rate—from 122 rubles. "There can be no
question of inflation or a drop in living
standards in the Soviet Union.” he iIn-
sists.

Noting that the TSSU has recently come
under fire for systematic distortions of po-
litically sensitive economic indicators both
here and in the West, most analysts reject
Mr. Belov's figures. Columbia University
economist Richard Ericson estimates So-
viet inflation averaged about 57 annually
from 1970 to 1985 and two to three percent-
age points higher than that in each of the
past two years. And a number of Russians
calculate that the average monthly pre-tax
salary is 160 rubles. 18% lower than the of-
ficial figure.

Western experts say that as mare and
more problems in the Soviet economy are
revealed, the pressure on bureaucrats to
cover up the bad news grows. One analyst
says that recent TSSU data that suggest
consumer prices fell 1.6% in 1985 and then
3.8% last year are a sign that ‘‘the cover-
up has gone haywire."”

Western Model

Some Soviet press commentators have
recently called for establishment of a
Western-style consumer-price index based
on a basket of everyday items. [zvestia's
V. Tolstov says the industrial ministries
reject the idea ‘*because the figures would
immediately become obvious proof of stag-
nant and negative phenomena in the econ-
omy."” He says publishing such an index
would act as a brake against ministries
that press the state pricing committee for
higher prices to make it easier for them to
fulfill their gross production plans.

But a consumer-price index wouidn't
capture the full measure of inflation. Ex-
perts note that rampant repressed inflation
shows up in long lines at stores, poor qual-
ity of goods, new products that contain no
improvements over cheaper eariier modeis
and shrinking selections on store shelves.

Many Soviets say over the past several
years a wide variety of meat, fish, dairy
and confectionary products have simply
disappeared from shops. Fearful of the
threat of protests that might resuit from
rising food costs, the state simply with-
draws items which the sputtering food in- -
dustry can no longer produce cheaply.
Food already consumes half the average
Soviet family’s income.




‘Moscow Shows Off a Factory That Works

By MARK D’'ANASTASIO
Staff Reporter of THE WALL STREXT JOURNAL

SUMY., U.S.S.R.—The fate of Soviet
leader Mikhail Gorbachev's economic re-
form drive may rest on whether others fol-
low the lead of a factory official named
Vladimir Moskolenko.

Mr. Moskolenko, a burly man with a
booming voice, is deputy director of the M.
V. Frunze scientific and industrial con-
glomerate, a typically aged Soviet com-
plex of five machine-building plants and a
research institute sprawling across 20
acres of this neatly groomed northern
Ukrainian company town.

The Frunze works may not be typical of
Soviet industry; its well-motivated work
force and ready access to raw materials
had made it profitable for years. But as
chief management strategist, the 53-year-
old native Ukranian has developed it into
the chief model for a new system of busi-
ness management—independent of the
layers of stifling bureaucracy that hoid
back Soviet industry—that Mr. Gorbachev
wants to extend nationwide by 1991.

A Measure of Reform

Mr. Moskolenko's achievements, ack-
nowledged by his frequent invitations to
confer with party boss Gorbachev's chief
economic aides in Moscow, provide a
measure of how far the Soviet leader’s re-
form drive has come in the past 28 months.
They also show how far the drive has to go
td realize Mr. Gorbachev’s goal of trans-
forming the national economy from one
that blindly worships production figures at
the expense of quality and profitability and
is managed by orders dictated from above,
rather than local managers’ initiative.

_ "Our enterprise has become a proving
ground for the new reforms,” the corpu-
lent, red-haired Mr. Moskolenko tells for-
eign reporters touring the piant. **Our suc-
cess is very important,” he adds, taking
obvious pleasure in the public interest he
has attracted. Indeed, government reform-
ers are so pleased with resuits that the
Foreign Ministry's press department char-
tered a small twin-engine Aeroflot plane to
bring the reporters here for a half-day
visit.

* Mr. Moskolenko, as head of Frunze
planning, began promoting management
reform as long ago as the 1960s. But the
economist, who has a doctorate and has
spent his entire 30-year career at the
Frunze works, had no chance to implement
them until Mr. Gorbachevy came along.

The national spotlight fell on Mr. Mos-
kolenko in 1985, when the plant, which
makes compressors for gas pipelines, cen-
trifuges for chemical piants and 50-ton wa-
ter pumps for cooling nuclear reactors.
was chosen as one of two Soviet enter-
prises—from a total of 48,000—to carry out
a one-year experiment in broad manage-
rial and financial autonomy. (The other
was the Vaz auto plant in Togliatti.)
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Widening Scope

The experiment was so successful that
the reforms were made permanent start-
ing Jan. 1, 1986. This year, they have been
extended to all enterprises within the Min-
istry of Petroleum and Chemical Machine
Building, which oversees M.V. Frunze. The
conditions were also applied this year
throughout the instrument-building, petro-
chemical and automobile industries.

To the foreign reporters gathered in his
birch-paneled conference room, Mr. Mos-
kolenkn explains that the aim of the Sumy
experiment—indeed, the central aim of
Mr. Gorbachev’s proposed reforms—is to

Workers Respond
The plant’s work force, 20,000 men and

women organized into brigades, also re-

sponded. With bonuses and other social
benefits tied to factory profits, not just
gross output, workers devised measures to
cut costs and raise productivity.

At noisy shop No. 15, where vacuum
pumps are made, 34-year-old Gennadi Mo-
cholov steps back from his whirling metal
lathe and says that higher bonuses have
pushed his monthly pay to 400 rubles from
300 in one year. “The demands were
stricter, but when the plant prospers we all
gain. So we work harder,” he says.

A new law on state enterprises that
goes into effect next January orders that
all the nation’s businesses are to be shifted
to seif-financing by 1991, making them re-
sponsible for their own profits and losses.
Theoretically, earnings from better-run op-
erations such as Frunze no longer will be
used to bail out technically insolvent com-
panies, which today account for 13% of So-
viet businesses, according to Prime Minis-
ter Nikolai Ryzhkov. Unsuccessful plants
face reorganization or closure.

The terms of the new law will be far
stricter than the Sumy model. Emphasiz-
ing full-cost accounting, the law demands
for the first time that piants pay for water,
facilities and raw materials out of earn-
ings. State grants, the mainstay of Soviet
industrial financing, are to end, and enter-

make the piant self-financing, emphasizing Prises will be forced to borrow from newly

productivity and profftability and releasing
it from dependence on state allocations
and a barrage of administrative orders
from its controiling ministry.

Under a pian that Mr. Moskolenko was
integral in establishing, plant officials can
for the first time in Soviet industry keep

. part of the profits to use as they see fit.

The plant pays 30 kopeks on each ruble of
profit as taxes to the state, while retaining
the remaining 70%. Full authority is
granted the plant director to spend the
money for plant modernization, worker bo-
nuses and worker benefits such as housing,
child care, and vacation homes.

During the 1985 experimental period,
production volume rose 14%, while profit
jumped 33%, to 62.4 million rubles, accord-
ing to Mr. Moskolenko. In 1986, when the
new system was formally adopted, profit
rose further, to 70.9 million rubles. (The
ruble, which isn't freely convertible into
other currencies, is officially pegged at
$1.60.)

Says Nikolai Berestovsky, Frunze chief
accountant, “‘Suddenly there was stability.
We knew what we'd have for investment
and could plan ahead. We were in con-
trol."” )

created banks and pay interest. Factories



also will have to find many of their own
suppliers instead of waiting for allocation
vouchers from the state distribution
agency, Gossnab.

Mr. Moskolenko says he is confident the
Frunze works can cope with the new condi-
tions. But he concedes that Frunze is a
special case, raising questions about the
chances for success at other, more-conven-
tional Soviet enterpnises. Frunze was se-
lected for the management experiment in
1985 because it already had a history of
profitability.

"*We couldn’t not succeed.”” Mr. Mosko-
lenko admits. Unlike most Soviet compa-
nies, which have been at the mercy of cen-
tral supply distributors, the plant has al-
ways had top priority among Moscow bu-
reaucrats for materials and imported ma-
chinery, as well as capital investment
funds, because it caters to industries that
are critically important to the economy.
This favontism is likely to be increased be-
cause the piant’s former director, Vladimir
Lukyanenko, has been appointed head of
the overseeing ministry.

Further, an unusually high number-
18%—of Frunze workers are fuil or candi-
date members of the elite Communist
Party. “Greater political awareness has
made our cadres top performers,” says
plant.party secretary Ivan Zabila. To fur
ther stimulate them and make sure
workers have a good selection of goods to
buy-a rarity in the Soviet context—
Frunze has its own farms that deliver beef,
pork and greenhouse vegetables to the fac-
tory store.

Frunze's main advantage has been Mr.
Maoskolenko, who as a reform-minded econ-
omist spent 30 years devising an alterna-
tive to the centralized system and made it
work, on the job. Will others do the same?
“l don’t know," he says, acknowledging
that only 1% of Soviet plant directors are
trained business managers with an appre-
ciation for economics. **Our directors don't
like economics. They don't understand
it




Soviets Set Out to Transform Banking,
Making It Active Pamapant in Reform

By MARK D'ANASTASIO
Staff Reporter of THE WaLL STREET JOURNAL

MOSCOW-Nina Vykhodtseva. head of
the Motheriand Collective Farm in the fer-
tile Krasnodar region. says her govern-
ment-run farm has 28 million rubles in the
local state bank branch. That's $43.6 mul-
lion at the officially set rate, although the
ruble isn't freely convertible. But because
bank officials are laggard about releasing
it, she can't improve efficiency by paving
her streets, repairing her dairy, or build-
ing an irrigation line to a4 nearby nver.

“Money doesn't bring happiness. but
the opposite,’” the sad-faced Mrs. Vykhodt-
seva told a Soviet television interviewer
recently. Like so many managers in facto-
ries and farms across the Soviet Union,
Mrs. Vykhodtseva struggies against a st-
fling financial system where bank bureau-
crats don’'t have any stake in an enter-
prise’s success and don't care whether its
state-owned clients languish or set produc-
tion records.

Beginning Jan. 1, Soviet reformers will
implement a financial overhaul that they
hope will transform the domestic banking
system into an active player in Soviet
leader Mikhail Gorbachev's drive to en-
liven the economy and boost efficiency. It
would be the most radical change in Soviet
financial and credit policy since the Bol-
sheviks nationalized private banks in 1917,
The changes are- intended to overhaul the
country's two main financial institutions:
the state bank, known by the acronym Gos-
bank, and the bank for financing capital
investment, or Stroybank.

New Specialized Banks

In addition, specialized banks are to be
created to respond to Mr. Gorbachev's
master plan for economic change, accord-
Ing to Abe! Aganbegyan, head of the Acad-
emy of Sciences’ economics branch and
the Soviet leader's chief economic aide.
The banks will cater to consumer industry,
farming and technology development, as
well as to individuals taking advantage of
the legalization of limited free enter-
prise.

In essence, Soviet officials say, banks
will be changed from bureaucratic pay
agents and financial policemen-a typical
orentation for banks in communist coun-

tries—into ‘‘partners’” with state enter-
prises.
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They say this goal is to be achieved pri-
marily by moving state enterprises {rom
dependence on grants from the central
budget to greater reliance on credits from
state banks. for which borrowers pay in-
terest. Vyacheslav Zakharov, chief of the
economic-planning department of the
U.S.S.R. state bank. disclosed the policy in
a recent interview with Tass, an official
press agency.

“The banks will now base their rela-
tions with enterprises on credit agree-
ments that will specify their mutual com-
mitments.”” Mr. Zakharov said. ““This will
enhance the partnership element in rela-

. tions between a bank and a client.”” That

shift coincides with Mr. Gorbachev's drive
to promote managerial responsibility by
making enterprises wholly accountable for
profits and losses—self-financing in Soviet

economic pariance-while granting local.

managers greater [reedom from central
directives in utilizing funds.
Judging Creditworthiness

Mr. Zakharov said the local bank
branches will also be seif-financing. They
will have authonity to determine which
projects to finance and to judge borrowers’

' creditworthiness. He said banks will have

discretion to grant incentives and interest-
rate breaks to influence an enterprise’s ef-
ficiency.

One influential Soviet economist, Leonid
Braginsky, recently wrote in the govern-
ment newspaper [zvestia that the banks’
new functions would pose serious problems
for personnel, who haven't a clue as to how
real banks are supposed to work.

**Let us note that we have only the most
superficial idea of the experience of the
work of foreign banks,” he wrote. The le-
gal basis of the changes is contained in a
joint decree of the party Central Commit-
tee and the government Council of Minis-
ters on reorganizing the state banking sys-
tem. The document was one of 11 decrees
adopted early last month aimed at re-
vamping the central economic organs.

Al present, the main duty of Gosbank,
where every state enterprise is required
to keep an account, is mostly bureaucratic.

. It_andles the centrally planned economy's

l

l
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enormous accounting system and reports
divergences from the plan. Mr. Braginsky
recently described Gosbank as the biggest
bank in the worid, with yearly revenue of
3.3 tnilion rubles ($5.3 tnllion), or 2.4
times the country’'s annual gross national
product, the total value of goods and serv-
ices produced.

Low Interest Rates

But in addition to its role as paying
agent and financial policeman. Gosbank
also issues short-term credits—at very low
rates—in the relatively small sum of
“many billions”” annually countrywide,
says Mr. Braginsky.

Stroybank is the country's sole invest-
ment bank, distributing funds as stipulated
in the five-year plan. Most of the funds are
dlspexsed as grants, with only 4% of the to-
missuedulong-temcredns.atanlnsi:-
nificant 0.5% interest rate, Stroybank's
chairman. Mikhail Zotov, said in a recent
article in [zvestia.

Interest charges on credits were intro-
duced during the 1965 economic reforms
under Premier Alexei Kosygin to stem
overinvestment and improve efficiency.
Neither goal was achieved. Mr. Gorba-
chev, calling for a radical overhaul of the
credit system, complained of this situation
when the party leadership met in June. -
Credits, rather than grants, should play a
larger role, the Soviet leader said. so that
enterprises would have to be more :areful
about how they use the money, to ensure
that they can pay it back. .

Precisely what proportion of investment
funds will be based on credits appears to
remain in dispute. Mr. Zotov suggested
that the figure rise to 20% or 30% (rom +%. .;
In answer, Mr. Brazinsky called that “ut- »
terly incomprehensible.” He wrote: “‘Be-
cause credit is the right to obtain addi-. ;
tional monetary resources, the pmportion
of credit cannot be mcreased by an a.dmm-
istrative act.”

Mr. Aganbegyan, Mr. Gorbachev s eco-
nomic aide, said interest rates will differ
from sector to sector of the economy, rang-
ing from 4% to 12%. Under the reform, in
a sharp departure from current practice, ..
funds can't be borrowed to cover losses
, from t, and ‘‘no new cred?

' its will be granted if a.client systemati-
' cally fails to meet repayment deadlines,"

Mr. Zakharov said. ‘
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the working class. the Kremlin for decades Western officials say the greater threat  teraturnaya Gazeta. rejects this argument.
has used huge state subsidies (0 keep the 10 Mr. Gorbachev, whose pronouncements =3 nse in food costs would lead to a fall in
once of many food staples low. Now the O the need to raise living standards out-  the level of consumption of the least well-
Kremiin plans first to abolish subsidies on number those on any other subject. & 3 oft population groups. ' N says. In a com-
Teat and dairy products—totaling 50 bu- loss of credibility among a populace that  ment reflecting the situation of Stamisiav
on rubles annuaily ($100 billion at the offi s texs from deep-seated cynicism toward  tne taxi driver. Grinberg adds: "It
cially set exchange rate) —and then to pal- Official promises and that can torpedo the  mustn't be forgouen that 0% of families

‘nce other retail food prices with the cost . reforms by passive resistance. n our country have 3 monthly income of
of food from state farms. “The only way we can build up refqrm less than 100 rubles per person.

. momentum is 1f our people see a radical
Reading Between the Lines \ncrease in their standard of living, an in-

While an official announcement on end- crease of several imes over.” says Fyodor
ing the subsidies hasn t been made. semor  Burlatsky. chief political commentator for
Soviet officials. 1 recent interviews, con-  the newspaper Literaturnaya Gazeta and
firmed plans to do 0. Soviet workers, who  widely regarded as a confidant of the So-
are skilled at reading petween the lines. viet leader.
know about the coming pnce increases Undertining the tough dilemma Mr.
from discussions in the official media. Gorbachey faces as he struggles to make

The plan to double the cost of meat. the centrally planned economy more effi-
muik. butter and cheese follows other deci- cient. Mr. Abalkin says that. although it is
sions that have sparked noticeable public bound to be unpopular, the price \ncrease
anger. To cut vodka consumption in the “can be considered a scienufically proven
nattle against alcoholism. a liter bottle—a necessity.’ He stresses that the state can't
treasured solace for many Russians—was  any longer afford the food subsidies and
more than doubled in price to 15 rubles. or says that the artificially low prices are
1bout one-tenth of ‘the average worker's causing “severe distortions in supply and
monthly pay. Production was curbed. and demand.”
half the liquor stores were closed. increas- Discussion
g the average wait in line [0 (e Pnﬁi: other Soviet officials. Mr. Abalkin

. ; insists the changes will come only after

Mr. Gorbache;( Pa’ mstitu:nd three hat he calls ““a national public discussion
shifts in rlna.ny m aces. upsetung ma.u:ly for the formation of public opnion.” which
people s lives. er. Stingent new QUal" o oeoects to be completed in less than 3
ity standards have been instituted that year. Many Soviet intellectuals describe
have cut many workers' salanes by 1S ne :'citscuswn" as a propaganda cam-
much as 25% for failure to produce sala- . on and say that popular backing tor
bie goods. This has lead to demonstrations gnevc‘hanzes Yt rom guaranteed.
1t some factones. including the Kama

River truck plant. the Soviet Union's larg: may:as,zoma will :r;n ;t; C:ﬁ:“sgcmf umx::

est diesel-engine plant. that prices go up. as promised. Says Ser-

To make the price increases less paln-  gey, an agricuitural chemist who asks that

ful. Soviet officials are promising simulta- iy last name not be used. “‘They're very

neous measures (0 compensate consumers.  cunning. They will do these things but the
’ result will be mostly cosmetic.”
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KGB So Far Escapes Gorbachev’s Effort
To Reshape and Open Up Soviet Society

—-ﬂf‘—"ﬁc'.nn . cles haven't resumed since they were
gy 1 S “3‘“”:1“ rool‘e L"t‘e EGSB‘ :1'3 S‘el’“’ {rom g:_ halted several months ago. But detentions
staff Reparver of THE WawL STREET JouRnaL spect o viet society. and harassment by the KGB typical of the

U N sides gathenng inteiligence abroad and
MOSCOW—Under black skies last win g ing the U S.S.R.'S 17 000-mile border. past are beginning anew.

rer. amber sparks flew from the scaffold- e
ng around 3 wuiding on Dzerziunsky the KGB's ‘00‘0?1 employees protect staté Tagsugl‘:arge b way station last week, tW0
square s weiders worked aghts in sub- secunity ntern ly. That mandate. of ide a subway station weekK, U
“aro temperatures (o hurry construction of course. is used as a smokescreen tor con-  plamnciothes KGB agents picked up 3 col-
n addion to KGB nauonal headquar troiling all aspects of Soviet life while &% league of Mr. Grigoryans who was CarTy:
rers forcing the Communist party’'s political ing 30 copies of the {atest edition of Glas-
e ) monopoly. nost. which untl then had been permitted
,m?:;: c;égﬁggﬁ;ﬂ’;:%:?éﬁg The KGB's tools. popularty referred o © publish unhundered. Tass says “‘the ap-
cunty —traditionally receives in Soviet so as “'the organs. ~ include not only an army ~ propnate organizations are investigaung
of plainciothes police and countless paid Accusatons Giasnost was being printed U-

[ Mikhail .

Sy :é}fe 3°"L;m‘f*::t‘° L;’e“?gG“é“‘;"m fay  informants. S Olso offices that the legally on government printing presses.
state body to have escaped Mr. Gorba: agency maintains in every government {n the Soviet capital. the KGB some
“hev's cnucism—and significant reform— minstry. major industnal enterpmse. - ume ago stopped 0DSITUCLINg NewS confer-
ance he launched his campaign to restruc- newspaper and cultural and scienufic  ences called by private Soviet citizens. But |

body. The sign outside these offices reads  this week. when one was heid to announce

ture soclety 2'a years ago.

\Western and Soviet sources say the S0 .'First Department.’ leaving no doubt this  the formation of 3 MOSCOW pranch of the

viet leader’s failure to overhaul the person is where the ruble stops. {nternational Society for Human Rights. a
nel and functions of the secret police bu- One reason Mr. Gorbachev avoids con plainciothes agent accompanied by a unt-
reaucracy severely limuts. and coud !mnmtzon with these watc_ndogs 's. ironi-  formed mulitiaman showed up saying 3
orart, his policy of giasnost. or openness, Cally, that they piay an integral mie i gathenng a prvate apartment might

admunistenng glasnost. The more dynamic disturb neighbors.

Mr. ¢ to
which Mr. Goroachey says 1S rucial and productive society and economy that

ending the nauon’s social and economic : Small-scale demonstrauons generally
stagnation. . he wants to spark by loosening controls  have gone unmolested. But last Wednes-
Challenging the Bureaucracy over publicmscoumm't possible without day. Soviet Constitution Day. a muddle-
\r. Gorbachev's drive (0 dismantle the cooperation of the police machine that  aged couple donned placards a few hun-
cen}ral planning poldly challenges the has kept a tight gmp on those controis for  dred yards trom thé Kremlin listing nghts
power and privileges of an 18 million seven decades. violations. Within seconds they were bun-
Strong entrenched economic pureaucracy. Yet KGB apparatchiks must be con- dled up Dy plainclothes men and swept
Uis relentiess push for auclear-arms cuts scious that Mr. Gorbachev 1S asking them | away \n a police van.
1nd more rational mulitary spending chal- to help 1mplemem what, to them. is 3 self-
\enges the formerly sacrosanct principle of destructive reform. Serget E“WW“‘; _
defense at all costs. But toward the KGB chief editor of an independent journ
i called Glasnost. says that as the radical
Mr. Gorbachev has peen limp. taking on ¢ the Gorbach orms unfolds.
the secunty police Just once. and only 1ndi- nature 0f ey reto .
the KGB's awareness of its contradictory
rectly. since comung to power. rench  eritical mass.
When KGB agents n the Ukraine  Poswion I ing
falsely arrested one of Pravda’s investiga: Signs of Backlash
t1ve reporters. KGB Chairman viktor Che- “1t's clear by now that the KGB is par-
pnkov. who 1S also a member of the ticipaling in something that would reduce
party's ruling Politburo. was forced 10 its role n society t0 a uamum, ’ says M.
wrte an apology that appeared on the Gngoryants. who is tuned into the secre- |
party newspaper's front page. Says one s& tive organization through a long history of
nior Western diplomat: Gorbachev's mes- clashes with it. He and other savvy dissi-
sage was the KGB may be above the peo-  dents say they see signs of a packlash.
ple but not above the party. On the recent anniversary of the birth
Some analysts view the KGBasanall-  of the secunty forces founder, Felix
put-independent agency and have wrnitten Dzerzhinsky. KGB Chairman Chebnkov
that 1t's just too powertful for Mr. Gorba- publicly accused the purveyors of glas
chev (0 confront directly. But Jeremy nost—cultural figures and Joumalm-of
azrael. a Soviet specialist at Rand Corp..  having come under the .nfiuence of “the
rejects that view. descnibing the KGB as secret services of impenalism trying 0
1n institution that tollows orders of the po- discover new loopholes to penetrate our so-
liical leadership. [t 1s “*an instrument that ciety.” Alarm was added two weeks later
someumes enjoys autonomy,” S3yS Mr. when. at a meeting of editors. the party's
\zrael. ~but certaunly isn't a perpetual  No. 2 man. Yegor Ligachev. Mr. Gorba- .

rogue elephant.” chev's archrival. pitterly condemned the |
\(r. Gorbachev's ginger stance toward glasnost flagship publications Moscow
the KGB is often explained as coming from News and Ogonyok.

1 debt he owes them. This view holds that Soviet judiciary officials now promise

he rose (0 promunence on the coauuls.ot repeal of only one. instead of two as pre-
former leader Yun Andropov. who earlier viously rumored. articles in the Russian
neaded the KGB. And experts give cre criminal code that the KGB often uses (0
4ence to widespread rumors that the pres- arbitrarily silence political dissidents. Art-
ont KGB boss. Mr. Chebnkov. clinched Mr. cle 190-1, covenng the less serous crime of
Gorbachey's selection as party |eader by “anti-Soviet slander” will go. but article
threatening to unveul secret compromlsm: 0. which allows a 10-year prison sentence
dossiers on the (wo other Politburo mem- for ~and-Soviet wm"' will remain on
pers vywng for the job. the books.
Special Role In Mosc'W, the showplace of the new
perhaps. But M. Gorbachev's careful Soviet liberalism. arrests under these art-
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Gorbachev’s Stature
As Soviet Leader
Boosted by Talks

His Opposition to Star Wars
To Be Viewed as Success

s At Home. Experts Assert |

Byam:. D' ANASTASIO

Staff Reporter of THE WALL STREET Jounnat

REYKJAVIK. [celand-Mikhail Gorba-
chey has returned to Moscow strengthened
in his position as Communist Party leader
after the weekend coilapse of superpower
talks over the issue of the U.S. Strategic
Defense [mitiative.

Experts on the Soviet Union say Mr.
Gorbachev's performance durng the su-
perpower summut here and the tough stand
he took against SDI will be viewed at home
as an important success for the Soviet

© leader.

- Gorbachev's colleagues on the politburo |

“Victory is too strong, but Secretary

. will view his stand in Reykjavik as 2 big

success for the Soviet Union,” says West

German Soviet expert Professor Bons |

Meissner of the University of Cologne.
Most importantly, the Soviet leader's

. performance will provide a boost to his

domestic authonty as he seeks to push
through a program of economic and polit-

- cal changes. Soviet officials who accom-
panied Mr. Gorbachev to the meeung ad-

mut Mr. Gorbachev's domestic reform poli-
cles are facing resistance from both the
Soviet bureaucracy and populace.
Some See Talks as Maneuver

Many Soviet experts and U.S. adminis-
tration officials believe Mr. Gorbachev in-
vited President Reagan to what was billed
as a pre-summit preparatory meeung
mainly as a maneuver toward ultimately
defeating SDI.

Killing Mr. Reagan’s plan for 4 space-

based anumissile defense svstem stands as
the cnucal foreign-policy zva for the So-

r_;x‘a Union's top political leadership.

|

Analysts say that ever since Mr. Rea-
gan announced his plan o March 1983,

Kremlin leaders have deeply teared SDI[=
which the Soviets refer t0 us space-strike {
weapons—as a threat to their existence 1S

1 superpower.
Several Soviet analysts said that while

\Mr. Gorbachev failed. as he had at last No-
vember's summit in Geneva. Switzeriand,

10 convince Mr. Reagan to abandon SDL. it
|s highty improbable that anyone in the So- |
viet leadership actually believed Mr. Rea-

gan couid be shaken from his position.

But they say the momentum that Mr.

Gorbachev's firmness in Reykjavik may
ave (o public opposition to SDI in the Us.
and Western Europe will be viewed as a
powerful boost for the Soviet campaign (o
hait Mr. Reagan's plans.
Soviet's Identity as Superpower
Against a background of severe eco-
nomic and other systemic weaknesses, the
Soviet leadership is forced to rely on its of-
fensive nuclear capability to prop up its su-

fairs.
Having shown his willingness to _t_om

perpower denti y.
At great economic cost and sacnifice.
the Soviet Union achieved nuclear panty

with the U.S. in the 1970s, Q1ving it greater

influence and the nght to be viewed as an

equal with the U.S. in world politics. [ SDI :

were to succeed, the Soviet Union could be
pushed back to a position as a second-class
superpower and lose those hard-won gains
and nfluence.

Appeanng resolute and somewhat tri-
umphant at 3 news conference, after what
he described as a ‘‘rupture” in the talks.
Mr. Gorbacheyv charged that the U.S. “be-
lieves very much in its technological supe-
nonty. that it will make a breakthrough in
SDI" toward "a new class of weapons of
mass destruction.”

Laser. particle beam. and X-ray
weapons that mulitary specialists say could
be developed from SDI technology strike at
the core of Soviet fears of losing weapons
equality with the U.S.

{n his news conference, Mr. Gorbachev
\ndicated that he views Mr. Reagan's dedi-
cation to SDI as a symbol of the presi-

. dent's unwillingness to accept the Soviet

Union as an equal partner in world af- J

2 sweeping package of potential arms
agreements. rather than approve SDI tests
in space. Mr, Gorbachev dramatized the
strength of his intent 0 stop SDI. By doing
so. some analysts said. he moved the So-

viet Union one step closer to realizing that |

goal.
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Gorbachev FightsConservative Elite. . .

By MARK D'ANASTASIO
Staff R om g YWn ETHURNAL

Soviet leader Mikhail S. Gorbachev's
drive to modermze Soviet society appears
to be running up against suffeming resis-
tance within the Commupist Party's ruling
hierarchy.

After nearly two years in power, party
General Secretary Gorbachev remains
locked In a struggle
wath the party’s con-
servative elite, ac-
cording to Soviet ex-
perts. That conflict
threatens to delay
indefinitely or even
quash some of his
jmitiatives to get the
economy moving
and to end some of
the more glanng In-

equalities of the sys- $30%
tem, they say. =1
“Gorbachev's po-  Mikhmi Gorbachev

sition as  party
|eader 1s secure,” says Stephen F. Cohen,
an authonty on Soviet politics at Princeton
University. "But his ability to build a’con-
sensus for the ‘deep transformations’ that
he's cailed for remains in quesuon.”’

Mr. Gorbachev. having removed hun-
dreds of bureaucrats and top officials op-
posed to change. has pro more
swiftly than any previous Soviet leader to
consolidate power since his installatuon in
March 1985. At the same tme. though. his
siowly emerging agenda {or economic and
political renewal has put unusual strain on
his support.

Academic experts with long firsthand
knowiedge of the Soviet Union say Mr.

Gorbachev will have to orchestrate sev-
eral more top-level shake-ups before he
achieves the broad support he needs to 1m-
plement his main ideas. They expect the
first of these to occur fairty soon.

The reshuffling would have to take
place at a plenary session of the party’'s
Central Committee. and it is Mr. Gorba-
chev's extraordinary delay in calling such
a meeuing that provides the clearest evi-
dence of the struggie that is taking
place.

Last year, the Soviet leader repeatedly
declared his intention of convenng 3
plenum before October (0 consider ‘‘per-
sonnel questions.”” But his siowness to act
suggests that he's keenly aware of the
strength of the opposition and its potental
for disrupting his plans.

“It is perhaps unprecedented that a
general secretary called publicly for a
plenum which then did not occur,” says
Dmitn K. Simes. senior associate at the
Washington-based Carnegie Endowment
for International Peace. "It is a sign of
deep intraparty conflict.”

Not-So-Fond Farewell

When the next pienum finally does get
under way, experts say. the first point of
pusiness will be the removal from the rul-
ing 12-man Politburo of vinmukhamed A.
Kunayev. a crony of former party head
Leonid Brezhnev. Mr. Kunayev was ousted
last month as party chief of Kazakhstan.
His replacement. Gennadi V. Koibin.
whom Sowviet officials descrbe as "2 man
in the Gorbachev moid.”” would probably
be given Mr. Kunayev's Politburo seat.

Other rumored changes inciude the pos-
sible transfer of Foreign Minister Eduard

A. Shevardnadze. an \numate ally of Mr.
Gorbachev's. to head the KGB. The new

head of the Foreign Mimistry could be Al-

exander N. Yakoviev, a party secretary
who has risen behind the scenes as a chiet
architect of Mr. Gorbachev's \nnovauve
foreign policy.

Current KGB chief Victor M. Chebrikov
could be put in charge of the Ukrainian re-
public party organizauon. dispiacing Vladi-
mir V. Shcherbitsky, another Brezhnev-era
apparatchik who has resisted several at-
tempts by Mr. Gorbachev to dislodge hum
botn{rommerenona.lpoaandtmmme
Politburo.

The Main Worries

Most threatening to party conservatives
have been Mr. Gorbachev's calls for
greater media openness, or glasnost. about
Soviet social problems. relaxauon of cen-
sorship in the arts. and demands for more
accountability and probity from party offi-
cials. Old-guard anxiety has been sparked
also by moves toward legaliang joint busi-
ness ventures with Western firms and ef-
forts to decriminalize the vast under-

market in consumer goods and
small-scale services.

Another sign that Mr. Gorbacheyv's pro-
gram has run into trouble was the govern-
ment's failure to pubiish by a promised
Jan. | deadline new legisiation on joint
ventures. Yet another i
stony official silence about a proposal
madeumebegmmn:ofmuymmex-

tor.

But the continuing delay in convening a
plenum is what most intngues Western an-
alysts. The Central Commuttee is currently
composed of 307 leading representauves of
the 18 rmullion-member Communist Party.
the country’'s monopoly of political power.
Princeton’s Mr. Cohen describes the group
as “‘the party’s top legisiative body, a sort
of court of last resort.”

While Mr. Gorbachevy was able to re-
place two-fifths of its membership at elec-

accumulation of economic, political and so-
cial problems which Mr. Gorbachev says
threatens the country’s very status as a su-

perpower.
Motive Is Unclear

Soviet experts differ in their views on
why Mr. Gorbachev s0 far has declined 0
call a plenum.

“{t may just have been the combina-
ton of Alma-Ayd and Shanghai.”” says
Jerry Hough. a promunent Soviet specialist
at Duke University. He was referring to
the anti-Russian riots that broke out Dec.
19 in Kazakhstan, whose capital is Alma-
Ata. following the removal of Mr. Kunayev
as head of the republic’'s party organiza-
tion. and to student demonstrations in the
Chinese city earfier that month.

Mr. Hough said the Alma-Ata distur-
bances exacerbated already sharp policy
debates between conservatives and more

pragmatic Central Committee members.
He also speculated that the Soviet leader
may have decided to distance himse!f from
the Central Commuttee for a while as a tac-
Celing. Pk the partya:ctiet pobcs

. the party’'s chief policy-
making body. . Py

*“It couid be that for now Gorbachev is
trying to deep-six the Central Commuttee,”
* Mr. Hough says.

»  Other experts discount this theory, ar-
guing that the elite body is too important
for him to ignore. [t's just that, for the
moment, a majonty of its members proba-
bly oppose some of his maun liberalization
moves, these analysts say.

[n particuiar, there is little attraction
for Mr. Gorbachev's desire to see a man-
datory retirement age for some party Job
holders and a reduction in special pnvi-
le:.e‘s for party members.

Gorbachev has profound contempt for
many peopie who run the party machinery
and they know it."" says Mr. Simes.

Mr. Simes says Mr. Gorbachev may be
g:l;;mgb t.lhee plmur:‘nu until he’s confident of

o e

i the changes he

"(';_orbacnev’s style is the dramatic ges-
ture,” says Mr. Simes. A big victory at
the plenum would be a cue to those stand-
ing on”t.ne sidelines to join his band-
wagon.




Gorbachev Asks

Major Revision
In Voting Rules

Secret Ballot in Elections,
A Choice of Candidates

Sou%ht bv Sovi&%eader

Bv MARK D’'ANASTASIO
Staff Rcmmmu RNAL
Mikhail S. Gorbachev, in a conunuing
dnive for what he describes as a “democ:
rauzation” of Soviet society. has proposed
that Communist Party officials be elected
by secret bailot and that more than one
candidate be permitted to run for each of-
fice.
I - The proposed changes would be a sharp
< departure from established practice. which
~ provides a single candidate for each party
~post who 1is ntually endorsed at party
'~ /oeetings by a unanumous show of hands.
.~ - Soviet experts say implementation of
. .the proposals. assuming Mr. Gorbachev
/* manages to overcome opposition to them,
' could be delayed until the convening of a
"Tparty conference, a rare gathenng “of
<. zbout 5.000 party officials. that he has
* called for next year. Because such a meet-
" ing hasn't been heid since 1341 Soviet ex-
. perts see this as evidence of the impor-
-1 tznce that Mr. Gorbachey attaches to the
.<changes. The 1941 conference was called
“* four months before the Naz invasion of the
1« Soviet Union.
12° The Soviet leader appears to be gam-
J-pling that opeming up the traditionally
-+closed Soviet political process would help
'"-ounter widespread resistance (o his pro-
- gram for economic modernization.
Gorbachey believes his reform pro-
.. gram has strong popular appeal.” sad
"~ Jerry Hough. a prominent analyst of Soviet
“ politics at Duke University. “He's confi-
dent that opeming up the political process a
<. little wall attract more people who support
- = his 1deas and not those of his conservauve
““opponents.”

Mr. Gorbachev's push for ¢hanges in

electoral procedures in the Soviet Union's

-- singie-party political )
system came yester-
day in his opemng

= gpeech al a pienary
session of the Com-
mumst Party Cen-
tral Commuttee.
which was convened
to discuss ‘‘person-
nel questions.”

The Soviet leader
had sought ths
plenum since last 3 Q
October but was un- s - 3
able to convene the yfikhail Gorbachev

., Mmeeting because of —mmm™ ™
. strong high-level opposition (0 his stated
-~ goals for the gathenng.

** When the plenum closes today or tomor-
" pow, Soviet watchers say. the Soviet leader

. can be expected to announce the “‘reare-

_.ment Ot Mei.oers ut e ruing rouwuv
who are widely regarded as the rallying
~ point for entrenched old-guard resistance
-~ 10 his modernization program. This would
~-open siots that Mr. Gorbachev could then
. fill with officials who favor his policies.
~=  Similar electoral expenments have
“'* been tried in Eastern European communist
,,countnes on a limited scale, and more re-
" cently, proposed in China.
... Candidates for party posts from the Po-
., litburo down to the factory level are cur-
v rently selected by the party leadership.
~ Real political involvement is limited by the
.- membership of only 10% of Soviet aduits in
“ the 18 mullion-member Communist Party.

.. Mr. Gorbachev specified that the new
- .. electoral procedures should apply to party
first secretanes of the nation's 15 republics
5. and of all the nation’'s regional, city and
.- district party organizations. These officials
make up the backbone of the Soviet poiiti-
v~ cal elite.
. In a move that has stunned analysts.
.. Mr. Gorbachev suggested that the new
.« rules govern all leveis in the party's hier-
wcarchical system. including “‘the highest
i party organs in Moscow.” Experts sad
o1 Mr. Gorbachev was raising the possibil-
=ty that both the ruling Poutburo, which he
' a8 general secretary heads. and the power-
: ful party secretanat. couid also be elected
in less restricted procedures.

~ Modernizing Policy

. [t 1S necessary to seriously renovate
personnel policy. nd it of deviations and
shortcomings. and make 1t truly modern.
more vigorous and purposeful.” Mr. Gor-
bachev toid the Central Commuttee. which
compnses about 300 top party representa-
uves.

[n the state sector. which runs paraile
to the party and in practice. if not in the-
ory. s subordinate to it. Mr. Gorbachev
suggested that more women. young peo-
ple and citizens who are not members of
the Communist Party should be elected to
government office. Currently. only one-
quarter of the deputies to the Supreme So-
viet, the nomnal partiament. are nom-
party.

All candidates for the Supreme Soviet
now are carefully vetted by party commit-
tees and only a single candidate for each
position is provided on the ballot. creaung
what Soviet watchers sometimes refer to
as a ‘“‘democratic fiction.” Calling for
“‘more effective and real participation of
voters in all stag2s of the pre-election and
election campaigns.’ Mr. Gorbachev pro-
posed that limit on the number of candi-
dates he dropped.

Pressure on Opponents

... ‘These moves show Gorbachev is not
.~ {mimidated by his opponents.’* says econo-

must Marshall [. Goldman, associate di-

rector of Harvard University's Russian Re-

search Center. [n his view, broader politi-
/™" cal participation will mean more whistle
©  blowers to attack the corruption and crony-
__lsm he says is blocking Soviet economic
,-.development.”

o [n a move apparently aimed at apply-
™ ing public pressure on opponents of his
-” proposals, which Mr. Gorbachev said had
. been drafted by the Politburo. the Soviet
|leader said his recommendations would be
'_guwﬂad for nauonunds_ debate.
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Soviets Are Said to Practicqueception
To Show Their Economy Is Improving

By Magx. D'ANASTAsSIO
Staff Reporter of THE WaALL STREET JOURNAL

MOSCOW-0fficial statistics on the So-
viet Union's economic performance have
been distorted since Mikhail S. Gorbachev
came to power (wWo years ago. vastly exag-
gerating progress made under the Soviet
leader’'s new economic poiicies, Western
experts said. G 8

In the past, “contrary to what many
people think, Soviet economic figures have
© always.  basically .
been correct, if bi-
ased,” said Jan
Vanous, president of {2
Washington-based
Planecon Inc., which
tracks the econo- \
mies of the Soviet
Union and Eastern
Europe. “But under
the Gorbachev lead-
ership there has
been an outright ef- ==~
fort to deceive with Z
these data.” ;

o Hewitt, 2 se- Mikhail Gorbachey
nior fellow at the Brookings Institution in
Washington and an authority on the Soviet
economy, said he reached the same con-
clusion as did Mr. Vanous. “There’'s some-
thing terribly wrong with their numbers,”
Mr. Hewitt said. ‘“The Central Statistical
Administration has to recognize the serious
discrepancies,” he added, referring to the
Soviet agency that collects and publishes
all Soviet statistics.

Philip Hanson, an expert on the Soviet
economy at England’s University of Bir-
mingham, said: “The statistics have be-
come very dicey over the past two years.
We've never seen so much fudging and dis-
tortions.” . " I 5w

“To depict accurately the state the So-
viet economy is in would validate Mr. Gor-
bachev's calls for radical change,” said
Mr. Hewitt. “Faking progress is another
way of saying, ‘We're doing OK, so let's
not change.' " |

Mr. Hanson of the University of Bir- |
mingham said he sees more possible com-
plicity on the part of the leadership. I see
these figures as being, if not consciously
agreed upon by the leadership, then at
least cansistent with the emphasis the Po-
litburo itseif is placing on the need to show
good performance quickly in order to win
support for Gorbachev's policies,” he
5ald- ‘

Mr. Vanous's doubts about Soviet statis-
tics were published last month in a report
titled ‘“The Dark Side of ‘Glasnost’: Unbe-
lievable National Income Statistics in the .
Gorbachev Era.” Glasnost, the Russian
word for openness, has become the Gorba-
chev leadership's codeword for more accu-
rate information. Its aim is.to
promote official accountability and a rudi-
mentary form of checks and balances,
mostly lacking in the Soviet system.

But, Mr. Vanous said in an interview,
“Glasnost hasn't hit the realm of official
reporting from the TSSU. The figures that
Soviet leaders, and the world, use to meas-
ure - e under Gorbachev can
only be viewed with utmost skepticism."”

Mr. Vanous noted the trend by monitor
ing the official 1985 and 1986 Soviet statist-

————

Some Western expem contend that Mr )

Gorbachev, who begins his third year tn of- .

fice tomorrow, may be more the victim
than the author of the data falsification.
Said Mr. Hewitt: “From what we know
about Gorbachev, he can't be interested in
science fiction from his statistical re-
porters.”. Commented Mr. Vanous: i ¢
don’t think the disinformation is aimed at
the West. It's for domestic purposes. Gor-
bachev is the victim of this.” v
These experts speculated that officials
at the U.S.S.R. Central Statistical Adminis-
tration, known by the Russian (nitials
.TSSU, and'at the State Planning Commit-'
tee, or Gosplan, where tough new demands '

‘policies, may have conspired with conser
vative senjor party officials who oppose
change. TSSU officials couldn’t be reached
immediately for comment.

cal yearbooks, or Narkhoz, and the year-
end national economic reports published in .
Pravda. Using this official data, he recal-
cul;tzd the key aggregate statistics and
derived numbers that differed significantly '
from the aggregate indices published in
the same Soviet texts.

“It's never happened that the Soviets
would publish such blatantly inconsistent °
numbers,”” said Mr. Vanous. "It looks to
me like a bungled attempt at economic
disinformation . . . . There's been an ex-
traordinary breakdown in their statistical
reporting." ’ o

For example, according to Narkhoz, na-

- tional retail trade grew in real terms by

4.3% in 1985 and by 6.4% last year. Mr.

. Vanous's figures, corroborated by Mr. '
- Hanson and Mr. Hewitt, are 1.6% and 0.5%

respectively, down from 3% in 1981-1384.

Retail trade has been hard hit by Mr.
Gorbachev's anti-drinking campaign. Rev-
enue from alcohol sales accounted for al-
most 17% of total retail turnover in 1984,
but dropped sharply after prices were
raised and production was cut. .

“With state turnover taxes taking 85%-
90% of the value of alcohol sales . . . the
tax revenue from -‘alcohol sales was

“m . . .. o

" statistics could hamper the Soviet Union’s

efforts to participate more broadly in the
international economy, including member-
ship in the General Agreement on Trade |
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Gorba;hev Moves to Consolidate

Defense Ministry Is Shuffled
After a Foreigner Lands
Airplane in Red Square

087

By MARK D’'ANASTASIO
Staff Repurterof Tue WaLL STREET JOURNAL

MOSCOW—The choice of 3 politically
unknown army generai as new Soviet de-
fense minister strengthens Mikhail Gorba-
chev's control over the formuiation of muli-
tary and foreign policy.

The decision “knocks Gorbachey's con-
solidation of power up a notch,” a Western
diplomat said about ltiery
the appointment of g
Gen. Dmutry Yazov.
a junior member of
the mulitary leader-
ship. as defense :
mimster  following \ &y
the ouster of Mar-
shal Serget Sokolov.
The Soviet leader
“will have less chal-
lenge and more lee-
way so he and his 223

cohorts  can do‘géﬁ\ i

things theirr way,” g Gorbachev
the diplomat said. ﬂk.;h‘i——-——

The T5-year-oid Marshal Sokolov., who is
beuevedmbeluudnadbeenexpecledm
be retired later this year. was abruptly
nrednanemmmeennzo(mm-
ing Politburo Saturday. He was ousted-of-
ficially pensioned— after Soviet Air De-
fense Command interceptors allowed a
Cessna light plane piloted by a 19-year-oid
West German flight hobbyist (o hedgehop
500 mules in broad daylight over Soviet ter-
moryandlandnmetoototmexrenum
wall 1n Red Square.

The pilot. Mathias Rust of Hamburg.
remained in police custody after flying
trom Heisinki. Finiand. without any inter-
ference from Sowviet forces before touching
down near the seat of Soviet power. After
the incident, the head of the Soviet Air De-
fense forces, Chief Marshal Alexander Koi-
dunov. 63. also was fired.

Placing Blame

Mr. Gorbachev, who called the Polit-
buro meeting just hours after returning
from the Warsaw Pact swmmit in East
Berlin. rapidly seized the opportunity to
shift all responsibility for the hwrniliaung
affair onto defense officials. Some Western
sources called the Soviet leader's move a
political tacuc to diminish the muiitary’s
prestige as Mr. Gorbachev seeks to edge it
out of secunty and foreign-policy formula-
tion while concentrating authonty in his
hands and those of two key advisers, Party

Secretaries Alexander Yakoviev and Ana-
toly Dobrymin. :

As evidence of the mulitary’s waning in-

fluence. Western officials pointed to an ex-
tended unilateral Soviet nuciear test mora-
torium. which ended in February and was
believed to have had the mulitary bndling
as the U.S. continued testing and improv-
ing weaponry, and Mr. Gorbachev's dnve
to negouate the removal of all superpower
medium-range nuclear mussiles from Eu-
rope.
In Washington, senor U.S officials said
Mr. Gorbachev's quick action indicates
that the Soviet leader will continue 0 use
the incident to ciean house in the rulitary
and to extend his own control.

“‘He's been handed an opportunity ona
silver platter to get the personnei changes
he's long wanted.” a senior Reagan admun-
istration official said. My confidence in
his ability to roil over his \nternal opposi-
tion has gone up. His actions this weekend
were demonstration of real strength.”

Changing Image

A campaign to deflate the formerly sac-
rosanct mulitary’'s image. presumably
sponsored by Mr. Gorbachev's supporters.
had aiready begun in the official press a
month ago with 4 senes of attacks on the
armed forces’ efficiency and readiness to
defend Soviet secunty. That campaign was
stepped up yesterday in the Defense Minis-

try's official newspaper Krasnaya Zvesda. .

or Red Star.

Reducing the institutional ctout of the
military—the 83-year-oid Gen. Yazov's
only political position is nonvoung mem-
bership in the Communist Party Central
Commuttee—will also strengthen Mr. Gor-
bachev's hand in his critical effort to stabi-
lize growth in Soviet defense spending.

Western officials said that uniless Mr.
Gorbachey can curb the military establish-
ment’'s growing appetite for money, he will
be unable to redirect investment to the ci-
vilian sector and thus fail in his drive to
restructure the faltering economy. (Soviet
defense spending as a portion of gross na-
tional product rose (0 between 157 and
17% in 1982 from 12% (0 149 in 1970, ac-
cording to U.S. Defense Department esti-
mates.)

U.S. officials said Mr. Gorbachev's
choice as new defense munister is a clear
{ndication that he intends to keep the mili-
tary under largely apolitical leadership
that wall follow his instructions. Mr. Gorba-
chev also is likely to gain detter control
over the fight between the civilian and mui-
jtary sectors for the Soviet Umon's re-
sources. Mr. Yazov was moved to Moscow
in February, and he doesn't enjoy an inde-
pendent political base in the country.

Before Mr. Gorbachev formally came to
power but when he was believed t0 be act-

ing boss under ailing leader Konstan-
4n Chernenko, Armed Forces Chief of
staff Marshal Nikolal Ogarkov was dis-
missed in September 1984 after vigorously
expressing the army's need for a new
range of expensive high-technology con-
ventional weapons.

Under Marshal Sokolov's stewardship
as defense munister. begnning three
months later, the Soviet mulitary's political
leverage was further reduced.

Appotnted as an intenm choice after the
death of Marshal Dmutn Usunov in De-
cember 1984, three months before Mr. Gor-
bachev took power. Marshal Sokoiov main-
tained a low political profile. He was ap-
pointed a candidate member of the ruling
Politburo in April 1385, but never achieved
the full voung status won py Marshal Us-
tinov. a civilian who pecame one of the
most powerful men in the Kremlin dunng
his eight years as defense munister.

Gen. Yazov most recently served sev-
eral months as a deputy defense minister
for personnel. Western officials say there
is no direct evidence of any association be-
tween Gen. Yazov and Mr. Gorbachev. But
they say the two may have become ac-
quainted when Gen. Yazov was com-
mander of the Far East mulitary distnet,
which Mr. Gorbachev wisited last year.

Mr. Gorbachev could dramatize his
drive to limit mulitary \nfluence over pol-
icy making by refusing t0 elevate Gen. Ya-
zov to full membership.in the party Cen-
tral Commuttee at a plenum of the commit-
tee scheduled to take place later this
month. i
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Gorbachev Economic Plan Called Radical

Despite Support, Manifesto’s Fate Is Uncertain

By MARK D'ANAsTASIO
Staff Reporterof THE WaALLSTREET JOURNAL
MOSCOW-Despite staunch resistance,
Mikhail Gorbachev issued at last week's
meeting of the Soviet Communist Party
leadership a manifesto calling for eco-
nomic changes that Western experts say
. would be genuinely revolutionary-if car-
red out.
The Soviet leader issued the document
{ at a plenary session of the party's Central
Commuttee, held last
Thursday and Fn-
day. But his ability
to gan formal ac-
ceptance of the doc-
4 ument as a state- (s
ment of party policy
from the Centrai
Committee, which is
composed of top
| party officials from

| all over the country, W
doesn't indicate that # 3
Mr.  Gorbachév's FEEEER Al F2
chances of imple- aikhnil Gorbackey
menting  reforms: gee

have significantly improved.

There also is no clear evi
addition, anndunced at the ¢
three likely supporters of the Soviet | r
to the ruling Politburo will substantially
improve his grospects of overcoming what
he calls saboteurs within a party deeply di-
vided on reform.

Mr. Gorbachev didn't manage, Western
officials note, to remove any of the five Po-
litburo oligarchs who held seats on the rul-
ing body before he took control in March
1985.

Moreover, as the Soviet leader himseif
noted at the meeting, high officials, once
appointed, often tend to protect their own
institutional power base rather than their
original benefactor.

Thus, while the issuance of the mani-
festo and the new Politburo appointments
represented greater success for Mr. Gor-
bachev at the plenum than some analysts
had expected. his gains were limited.

At best, Western analysts say, Mr. Gor-
bachev has demonstrated that he retains
authority to set a political course for radi-
cal economic change in the face of wide-
spread opposition, and that he can exercise
his prerogative to broaden the Politburo’'s
membership.

But the Soviet leader now has to pro-
duce resuits in a hurry or risk forfeiting
his authority. The document he issued sets
1989 as the deadline by which its proposed
structural economic reforms ‘‘must be
completed."

“*Gorbachev is playing for broke," says
one West German official. “‘He's giving
himseif two years.”

Analysts say Mr. Gorbachev's 37-page
manifesto contains no essentially new ele-

ments. “What it is, is not much more than-

the first coherent elaboration of what Gor-
bachev has been talking about for two

years,”’ says a Western analyst.

Nonetheless, if the proposed reforms
are implemented, they would represent a
significant restructuring of the country’s
economy and a step in the direction China
has taken, toward economic decentraliza-
tion.

Mr. Gorbachev's document details a
long-range plan for wresting basic author-
ity for economic management and deci-
sion-making away from Moscow's central
planning organs and handing it over to the
48,000 local enterprises that comprise the
Soviet economy.

The document., according to Western
analysts, is in no way legally binding.
These sources, knowledgeabie about party
practice, say it amounts to little more than
a directive on poticy, '‘a declaration or
map for party discussions on the econ-
omy,” in.the words of one source.

Further, there is no concrete evidence
that Mr. Gorbachev’s manifesto was actu-
ally supported by thi§ Central Committee,
whose members don't make party policy
but do have the greatest responsibility for
implementing it the nation. Though

: endorsed the man-

®o in the final communique of the
plesum, the debate on the document is
kept secret.

Genuine ecamémic reform will depend
not on broad party declarations, such as

“the Gorbachev manifesto. but on the effec-
tive implemention- of specific economic
legisiation. -

A draft law on state enterprises, the
centerpiece of Mr. Gorbachev's legislative
program, was put into final form at the
plenum and will be adopted by the coun-
try’'s rubber-stamp pariiament today. It
gives factory managers authority to set
their own production plans and choose
their own suppliers, while allowing them
broad latitude in determining prices.

The law will take effect Jan. 1. But af-
ter heated debate at the plenum, the draft
has emerged in a form that could reduce it
to ‘just another in a series of meaningless
decrees,’” says one Western expert.

A key problem with implementation is
that the new law ‘“‘contradicts all existing
laws governing economic decision-mak-
ing,” says an economist at a leading Mos-
cow research institute.

law, as it frequently happened in the past,
to be accompanied by numerous instruc-
tions that may render it without meaning
and let the reconstruction drive drop. "

Al a2 news conference following the
close of the plenum, academician Abel
Aganbegyan, among the Soviet leader’s
closest economic advisers. complained
about the debate on the draft law at the
meeting. ‘*Many proposals on the draft law
were contradictory. [ cannot say [ am in
full accord with everything,” he said. "*But
either we adopt a draft law, or we continue
discussing everything for another haif a
year.”

Another major hurdle for Mr. Gorba-
chev will be passage of a package of 11
draft decrees designed to take away from
central economic organs the decision-mak-
ing nghts that the draft law on enterprises
awards to local managers. Continuing dis-
putes within the Politburo prevented Mr.
Gorbachev from submitting the drafts to
the plenum for endorsement.

Mr. Gorbachev has stated that “‘the law
on enterprises won't begin to function un-
less’ these draft decrees become law.

Mr. Aganbegyan expressed confidence
that all 11 documents would be passed as
joint decrees of the Central Committee and
Council of Ministers by October. But all
discussion of the controversial documents
remains off limits to the public, so there is
no way of independently determining what
the prospects really are of overcoming
high-level disagreement.

Even if the decrees are passed, imple-
mentation would be difficuit. The decrees
would require hundreds of thousands of en-
trenched bureaucrats to relinquish their
power and privileges as the functions and
personnel of their departments are radi-
cally cut back.

At the plenum, Mr. Gorbachev’s chief
domestic and foreign policy adviser, Alex-
ander Yakovlev, and the party’'s top eco-
nomic official, Nikolai Slyunkov, were ele-
vated from candidate to full members in
the Politburo, and Victor Nikonov, the
party’'s leading agricultural official, was
appointed to the ruling body.

But one Western diplomat says: '‘Get-
ting rid of potential opponents, not adding
potential supporters, is the mark of a party
boss’'s power. "

To overcome the contradictions, Mr.
Gorbachev proposed at a June 8 party |
meeting to add an article to the new law |
that would declare invalid all existing laws
that conflict with it. However, he failed to
win approval for his proposed addition at
last week’s plenum.

At the plenum he demanded. in appar-
ent angry frustration, that “‘there must be
noluxolclarityinu‘tehqucsmnotmele-
gality or illegality’* of his proposed meas-
ures. Rather lamely, he said that all con-
tradictory laws "‘apparently should be an-
nulled after the adoption of the law."

Mr. Gorbachev also felt compelled to
warn that “‘one should not allow the new




Demonstration

At the Kremlin
Tests Glasnost

Unhappy Groups May Use
Openness Policy as Way

To Air Their Go
o) fN 5 gxg{ (éefvances

By Magx D'ANASTASIO
Staff Reporter of THE WALL STREET JOURNAL

VIOSCOW — The unprecedented vigu out-
side the Kremiin by Tatars demanding to
see Mikhail Gorbachev poses 3 tough test
for the Soviet leader’s policy of openness
that Western analysts say was inevitable
and probably wiil be repeated by other
groups.

Wwaving blue and white banners declar-
ing "homeland or death,* about 300 protes-
tors called for resto-
ration of what was
once an autonomous
republic on the ;
Black Sea Crimean
Peminsula, where
their natiomality's \
Turkic language and
customs were offi-
cially  recognized.
Josef Stalin abol-
ished the Cnmean
Tatars centures-old g
homeiand In 194 ZF%E
and deported 250.000 yq; : )
residents to Soviet W
Central Asia. In effect accusing thetr entire
nation of collaborating with German occu-
pation forces.

The demonstrators. who traveled (0
Moscow on behalf of Crimean Tatars now
dispersed through Soviet Uzbekistan, are
exploiting Mr. Gorbachev's less-restrictive
policy of openness. called glasnost, to gain
attention for their struggle to return (0
their homeland. But Western analysts note
that glasnost is intended more to promote
the reform agenda of the Communist Party
than the demands of unhappy munonties.

“[t's inevitable glasnost will be tested
by many groups who feel they've been
done an injustice.” said a Western diplo-
mat in a large crowd of bystanders observ-
\ng the protest. The dark-skinned Tatars
sat 1n the hot sun in a parKing area encir-
cled by two dozen police buses and an
outer ring of a hundred milittamen as their
leaders negotiated with officials in shirt
sleeves. ““Gorbachev could fal at using
glasnost for his own purposes If it doesn't
work o serve some minonty interests
t00.” the diplomat added.

Avoiding Challenges

Soviet leaders want glasnost to foster
debate aimed at weakening elements of
the Soviet system that have caused the na-
non's economic decline. But they have
carefully avoided taking steps to control
the police and KGB secunty forces' reflex

to quash all aisplays  of independent
thought. lest they invite challenges from
an array of disaffected nationalist and reli-
glous groups. especially in the Ukraine and
the Baltic states and among Moslems.

So far, authonues have won high marks
in managing the Tatar protest. The group
was permitted Frniday to march on Com-
munist Party headquarters in nearby Old
Square, unthinkable just a year ago. When
protestors. chanting '‘Gorbachev. Gorba-
chey.' broke from the vigil site at the
Kremlin's Spasky Gate Saturday to make
a rush on Red-Square. brief scuffles with
unarmed police left no injunes. eyewlt:
nesses sald.smss

And to underiine the state's benign atd-
tude toward the group. the government
|ast week announced formation of a com-
mission headed by President Andrei Gro-
myko to study their demands. The last
government action on the Crumean Tatars
was a parliamentary decree in 1967 restor-
ing their constitutional rngnts. The demon-
strators disbanded Sunday evening after
one of their leaders. Reshat Dzhemulyov.
accepted an offer passed on by natonal po-
lice chief Alexander Vlasov to meet today
with Mr. Gromyko.

to bolstering glasnost. the sympathetic
{reatment betng ShowR the Cnmean Tatars
is motivated by other tactors. In Mr. Gor-
pachev's broader campalgn to root out the
! g legacy of Stalimsm, pnmanly
the stultitying centralized economic Sys-
tem. publicizing reminders of the dicta-
tor's brutal excesses—Western histonans
say 100.000 Crimean Tatars died dunng de-
portation to Uzbekistan—works in Mr. Gor-
bachev's favor. The government news
agency Tass didn't only refrain from cnt-
cising the demonstrators. 1t said their
wholesale deportation was “unjust.”

No Freedom t0 Demonstrate

Yet even the most liberal Sowet com-
mentators don't pretend the new policy
sancuions the Western democratic style
treedom to demonstrate. wntng recenty
in the Communist Party daily Pravda. po-
litical observer Fyodor Buriatsky. a mem-
per of Mr. Gorbachev's \nner circle of re-
formers. said. “The demands for an unlim-
\ted 'Tight to demonstrate’ advanced by lo-
cal nationalists” reflect “anarchy. disor-
der and uncivilized political culture.”

Nor do average Soviet ciizens look for-
ward to the instituten of such a nght.
Among the thousands of passers-by who
watched the demonstration Sunday with
the muiticolored onion domes of the 13th
century St. Basil's Cathedral in the back-

. the comment of Georgi. 3 metal
worker from Ryazan. was typical:

“*1f you let one group make a big noise
then everyone with 3 complaint will want
to do the same. We can't allow that.”
Georgi said he wasn't concerned about dis-
order because ‘‘we have crack police.”
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Soviets Implement Law to Curtall
Power of State Economic Planners

Series of Decrees Paves Way
For Economy'sOverhaul

Envisaged by Gorbachev
—  aue—+ 19

By MA&K D’ANASTASIO
Staff Reporter of THE WaALL STREET JOURNAL

MOSCOW - Legisiation aimed at dis-
mantling much of the power of Soviet cen-
tral planners has deen adopted and put
\nto effect. the Kremiin's top economic ad-
viser said.

The new !aw, which consists of 11 de-
crees, paves the way for an unprecedented
transformation of Soviet society, Western
analysts said. [t apparently encountered
pitter opposition before it was approved
Monday in the form of joint resolutions by
the Communist Party Central Commuttee
and the government Council of Ministers.

The measures wouid free many prices
from central control. \ntroduce wholesale
trade as an alternative to admunistrauve
distrbution of industnial supplies. and n-
stitute a network of banks so that business
enterprises would borrow funds instead of
relying on state grants.

The legisiation completes the legal
basis for sweeping economic changes or-
dered by Soviet leader Mikhail Gorbachey
at 2 meeting of top party officials in June.
The \mportance of the decrees 1S that they
take away from central authorties the
nghts that 1 law designed to implement
the orbachev program aissigns (o local
managers.

Besides taking away much decision-
making authonty. and thus power and
privileges. from mportant government
agencies. it could lead to layoffs of hun-
dreds of thousands of bureaucrats in cen-
tral-planning agencies and in the about 60
ministries whose main job s to direct pro-
duction by handing down minutely detailed
\nstructions to grass-roots managers.

The decrees adoption was revealed yes-
terday In an interview by abet Aganbe-
gyan. who heads the U'S.S.R. Academy of
Sciences =conomic department. the elite
think tank that oversees economuc re-
search for Mr. Gorbachev’s economuc pro-
Jram.

“'m announcing officially that the de-
crees were approved the other day,” said
Mr. Aganbegyan, who has risen in the past
year to be the Soviet leader's top economic
aide. ~“They have started to take effect in
the munistries and other central economic
bodies.”’

The Soviet press has made no mention
of official approval of the decrees, and
Western diplomats expressed surpnse at
learning they had been accepted with none
of the fanfare that has accompanied previ-
ous stages of Mr. Gorbachev's dnve to
overhaul the economy. ~“These changes

could gut the central economic bureau-
cracy,” said one official.

But Mr. Aganbegyan. who is 37 years
old. said an official announcement wasn't
necessary. Next week. he said. 500.000
pooklets containing the texts of the decrees.
il be distributed. Underlining his author-
ity to comment on the matter, he said he
heads the section of a state planning board
commussion that worked on drafting the
documents for more than a year.

Describing them as forming “one or-
ganic whole for economuc restructunng.’’
he said they represent 3 cniucal achieve-
ment for Mr. Gorbachev. “For the first
ume we have a total conception of eco-
nomic reform embodied in law." he said.

Other Soviet comumentators. though
they hadn't seen the documents, were less
opumustc. “I'm sure our central manage-
ment bodies aren't ready for these new
laws." said Fyodor Bugiatsky. chief politl-
cal observer for the newspaper Literatur-
naya Gazeta. "We're still having colossal
problems bwlding a general conception for
restruCtUn N ey

Soviet | experts say form the
decrees took—joint resoluti the Cen-
tral Committee and the Counctl of Minis-
ters—is reserved for the most important
state decisions and carries the doubie force
otpa.rtydmcﬂvemdlcnlact.autmcon-
trast to laws passed by the Soviet parlia-
ment. they are intended to provide guide-
lines for gradual accomodation rather than
immediate change.

The decrees have been the abject of
Western diplomatic cunosity since they
were first mentioned in an article in the
Communist Party newspaper Pravda
about 3 June 9 party economic conference.
At that meeting, Mr. Gorbachevy an-

nounced that 11 draft decrees had been
~repared for revamping “Gosplan (the
state planning poard!, banks. the Minstry
of Finance. State Commuttee on Prices.
Committee on Labor and ather government
departments.” The others. Mr. Aganbe-
gyan said. are the Central Statisucal
Board. the Committee on Science and
Technology. the State Supply Commuttee,
branch ministnes, jes. and the
Council of Mimsters.

The decrees are meant (0 complement
the cornerstone of Mr. Gorbachev's eco-
nomic program, the Law on Enterpnses.
which was endorsed by a pienary session
of the party Central Committee on June 26.
The law will come into effect n January
and apply to all 48.000 state enterprises dy
1991. [t will make companies responsible
for their own profits and losses and free
them from day-to-day supervision by the
state.
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‘Gorbachev Bends to Hard-Liners
By Hedging His Attack on Stalin
NGV B8

But Soviet Leader Reaffirms
Desire for Arms Control
InMuch-AwaitedSpeech

By MARK D'ANASTASIQ
Staff Reporter of THE Wall STREET JOURNAL

MOSCOW—Soviet leader Mikhail Gor-
bachev appeared to yieid to internal oppo-
nents and take a step back from his policy
of giasnost, or openness. in a speech sur-
veying Soviet history since the 1917 Boishe-
vik revolution.

sull, Mr. Gorbachev used his speech,
opening a week of pomp and ceremony
marking the revolu- S0A
uon’'s T0th anmiver- ‘
sary. to reaffirm his
comumutment to pur-
sue nuclear-arms
agreements with the
U.S. Mr. Gorbachev,
who has agreed (o
sign a treaty abol-
ishing intermediate- ZB&\"
range mussiles at 3 58
summit with Presi-
dent Reagan begin- 2§ ?
ming Dec. 7, asserted 2% ®«/
the pact ““will show  Mikhari Gordachey
that it is in fact pos: ————
sible to advance’ toward reducing nuclear
weapons '‘without prejudice to anyone’'s in-
terests.”

The Soviet leader’s overview of Soviet
history had been widely awaited as an
event that wouid clear away some past of-
ficial falsifications and thereby give a pow-
erful stimulus to the new spirit of public
debate he has sparked. Expectations were
high because of Mr. Gorbachev’s promise
last February that giasnost would leave
“no blank pages in Soviet history.”

But his three-hour speech presented 2
picture of the country’s development that
differed little from propaganda tracts of
eariier years.

Western analysts said Mr. Gorbachev's
failure to breathe new intellectual honesty
4nto the country's account of its troubled
,pastsuna.l.smuhehasbeenmwmedby

. opponents urging a siower and less radical

* path to internal reform. These opponents
fear that too much frankness could under-
mine the Commumst Partys authonty
with the people. “Mr. Gorbachev is re-
trenching to bwid more unity in the

. party,” said one senior Western diplo-
mat. :

Diplomats said the Soviet leader has
come under increased pressure to proceed
more cautiously since July, when Cnmean
Tatars. calling for a restoration of what
before Josef Stalin had been their autono-
mous republic. demonstrated in Moscow's
Red Square, dramauzng how much Mr.

Gorbachey had aroused popular hopes for
change.

More recently, Yegor Ligachev, the
party's No. 2 man and the head of the

leadership's conservative faction, has re--

peatedly warned against too much open-
ness on the darker periods of Soviet his-
tory. Mr. Ligachev stepped up his attacks
on Soviet historians who were calling on
the party to set the record straight about
the bloody 1924-33 years of Stalin dunng
the recentsix-week period when Mr. Gorba-
chev was absent from public view.

Now. Mr. Gorbachev. who spoke before
an audience of 5,000 Soviet Communst
Party members and 200 guests from for-
eign communist and socialist parties, has
issued his own go-siow warning to “those
overty headstrong and impatient people
who dom’t want to take into account the
objective logic of restructuring’' —in other
words, the decades of accumulated inertia
in the economy and society.

Explaining the limited progress of his

reform drive, Mr. Gorbachev admitted

there was '‘a certain iatensification of re-
sistance by conservative forces.” But he
didn't make his usual frontal attack on the
privilege-hungry bureaucracy. {nstead. he
directed blame toward Soviet workers and
peasants, who are resisting his calls to
take an active role in bring changes.

Mr. Gorbachev said that like Viadimir
llyich Lenin 70 years ago. he was seewmng
that his country's people, having lived cen-
turies under serfdom. are ill-equipped to
play an independent role in improving so-
ciety. **We must cuitivate a taste for inde-
pendence,” he said.

A New Crackdown?

At the same time, echoing a phrase of
Stalin's., and perhaps heralding a new
crackdown, Mr. Gorbachev said that “ene-
mies within the work collectives’ would be
uncovered and dealt with.

But he also reaffirmed his commitment
to his new economic policies aimed at
breaking the strangiehoid of central plan-
ners over Soviet industry and agricuiture.
‘““The Communist Party won't allow any
departures from the principles of economic
reform that we have adopted.” he said.
“Aﬂplannedcnangesshouldbemdmube
tully implemented.” .

Observers were most disappointed by
Mr. Gorbachev's failure to spell out the ex-
tent of suffering under Stalin. He said:
““The guiit of Stalin and his immediate en-
tourage before the party and the people for
the wholesale repressive measures and the
acts of lawlessness is enormous and unfor-
giveable.”

However, he undercut this denunciation
by saywng that “‘many thousands of people
inside and outside the party were sub-
jected to wholesale repressive measures.’’

Millions. perhaps 20 muillion people, were
kiled in Stalin's forced collectivization of
farms and political purges. A few Soviet
historians already have managed to pub-
lish the much higher figures of the toll of
Stalin's terror.

Bukharin Not Defended

A Key test of the Soviet leader’s com-
mitment to de-Stalinization was whether he
wouid rehabilitate Nikolai Bukharm, a
leading Boishevik who opposed Stalin’s col-
|ectivization of agricuiture. Bukharin was
executed on trumped-up charges after a
show trial in 1938.

Mr. Gorbachev appeared to approve the
execution by merely saying that Bukhann
had been wrong and had *admitted his er-
rors.”

Perhaps signaling his own new accep-
tance that change in Soviet society will
come at a slower pace than he had hoped.
Mr. Gorbachev said: “In their assess-
ments and theoretical tenets, Bukharin and
his supporters for all practical purposes
underesumated the importance of the ume
factor in building socialism n the 1930s.”

Mr. Gorbachev also stuck to the party
line by condoning the 196+ ouster of former
party boss and would-be reformer Nikita
Khrushchev. He accused Krushchev of
“gybjectivism” and “yoluntansm.” two

coined by Khrushchev's successor,
Leonid Brezhnev, to mean willfulness and
a refusal to listen to other peopie’s
ideas.

Mr. Gorbachev, in heeding the go-siow
signals from his party comrades, may be
trying to avoid inhenting the labeis and
fate of his forerunner, who 31 years ago de-
nounced Stalin's crimes in terms that Mr.
Gorbachev hesitated to go beyond today.
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DESPITE ANDROPOV'S ABSENCE. REFORMS ARE MUCH IN EVIDENCE

IS TRYING TO GIVE THE S

Ithough 69-year-ld Soviet leader Yuri Andropov has
Anot been seen in public since August, his ambitious

program to revive the stagnating Soviet economy is
alive and flourishing. Launched with unusual fanfare last
July, the reform plan seeks to decentralize factories in key
industries, crack down on endemic corruption in plant manage-
ment, and whip up worker productivity. The Soviet economy,
whose growth rate in 1982 drooped to a record postwar low of
2.3%, last year managed a 4% expansion—the highest in five
years. Observers in Moscow concede that some improvement
was a result of Andropov’'s campaign for reform, which in-
cludes tighter worker discipline, his measures to ease bottle-
necks in key industrial sectors—notably transport—and his
mass firings of ill-educated Brezhnev apparatchiki and their
replacement with younger, better-trained officials.

The ruling clique around Andropov is now moving to a
second, immeasurably more difficult phase. On Jan. 1 factory
managers of two key military-industrial ministries and three
regional food and consumer-goods ministries were given wide
authority in matters of investment, wages, and profit reten-
tion. (Formerly, such vital decisions were always bucked up to
party bureaucrats at central agencies in Moscow.) An even
more dramatic reform will permit local plant directors to lay
off excess workers without first checking with local party
watchdogs, and then tack the savings on to the plant's wage
and bonus plan. Finally, plant performance in these test sec-
tors will be tied more closely to product sales than to the

traditional filling of quantity quotas. The idea is that if the
test works in these sectors, it will be more broadly implement-
ed in the next five-year pian, starting in 1986.

Kremlin watchers cannot avoid a feeling of déjéa vu when

confronted with the grandiose ambitions of the Andropov eco-
nomic reform plan. “I would describe it more as tinkering than
reforming,” sniffs Soviet affairs expert Helmut Sonnenfeidt in
Washington. He views the reforms as one more attempt to
push through needed reforms in an economy that is inherently
rigid. [n 1967, and again in 1979, similar reforms were blocked
by a conservative and largely corrupt horde of centralized
planners whose perks and power were endangered. Andropov
and his supporters are well aware that bureaucratic resistance
to economic reform helped topple the careers of Nikita Khru-
shchev and Aleksei Kosygin.
THE MILITARY I8 CAUCIAL. Still, the Andropov team may have
better luck than did earlier reformers. The military establish-
ment, which has never been as prominent as it is now, report-
edly is more convinced than ever of the linkage between
economic reform and military power. Sonnenfeldt thinks the
“theory that the military now understands that an improved
economy benefits them as well” is a valid one.

The depth of Andropov’s purge of party officialdom is im-
pressive: 10% of middle-level Communist Party officials have
been fired. More than 100 top-level party officials in Moscow,
many firmly established in the economic hierarchy, have lost
their jobs. Six powerful department heads at the Central Com-
mittee have been removed, and six deputy ministers of the
interior were fired or stripped of their power. And recently
two senior Soviet officials paid with their lives for “systemat-
cally taking big bribes.” Overseeing this purge has been Inte-
rior Minister Vitali Fedorchuk, once the head of the XKGB.

Reports in Moscow say the purge will penetrate down to the
worker level. Already shaken by Andropov’s anti-sloth labor
laws—the first such disciplinary measures to be enforced fully
since the Stalin era=—the 130 million members of Soviet labor
unions were recefily swbjected to the third “exchange” of
union cards in Soviet history. This was. a pointed feminder of
benefits the workers could lose if they do not shape up.
|

Resistance by powerful and
often corrupt bureaucrats scuttled
reform efforts in 1967 and 1979

I
The attitude of the military, however, could determine the
fate of the reforms. Moscow sources claim that awareness of
economic inadequacy peaked within the military with the poor
showing of Soviet weaponry against U.S.-supplied Israeli
forces in Lebanon. Significantly, Lev Voronin, a military favor-
ite who was responsible for the defense industry at Gosplan,
the central planning agency, has been put in charge of imple-
menting the entire package of reforms. This new support from
the military may permit the Andropov team, at least in the
near term, to shake the Soviet economy out of its stagnation.
. MARK D'ANASTASIO
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THE EAST BLOC SUMMIT:

foreign debt and limited trade with the West, is one of the

>

| CHERNENKO WANTS COMECON TO AGREE TO TRIM IMPORTS FROM
THE U. S. AND UNIFY PLANNING WITHIN THE SOVIET SPHERE

A CHANCE TO WHIP THE SATELLITES INTO LINE

t has been 13 years since a Soviet Communist Party chief

sat down with all six of his counterparts who rule Mos-

cow’s East European satellites. The June 12-13 summit of
the Council for Mutual Economic Assistance, or Comecon, will
give Soviet leader Konstantin U. Chernenko a chance to con-
front the entire group around a table in Moscow.

The summit has been delayed repeatedly because of the
failing heaith of Chernenko’s two predecessors and because
the issues at stake are so thorny. But now Soviet and East
European leaders alike are eager to meet. Western analysts
say the Kremiin will try to bend Comecon’s trade with the
West to Soviet political ends. Moscow is likely to lean on its
client states to back a strategy that will limit purchases from
the U.S., Japan, and Western Europe and that will rely on
more unified trade and economic planning in the East bloe.

Chernenko wants his Comecon partners to circle their wag-
ons in the current cold-war climate. He will cite as an example
of unity the successful boycott of the Summer Olympic
Games, in which 9 of the 10 Comecon nations, including the
non-European members—Cuba, Vietnam, and Mongolia—yield-
ed to Soviet pressure and dropped out.

Western analysts say the Kremlin wants a similar show of
unity on trade outside the East bloc, because it fears that its
satellites will stray politically. For instance, Romania, the bloc
member with the least Comecon trade, often takes an indepen-
dent foreign-relations stance, refusing, for example, to boycott

the Summer Olympics. By contrast, Czechoslovakia, with little

bloc’s most politically orthodox states.

At a Comecon ministerial meeting in East Berlin last Octo-
ber, the Soviets unveiled a plan for a singie East bloc market
to be divided along industry lines. And Soviet officials recently
stepped up their calls for cooperation in developing indigenous
technology, especially in such strategic areas as electronics
and computers. Meanwhile, Nikolai Baibakov, head of the
state planning agency, has urged an end to “unjusdfied im-
ports from capitalist countries,” and Prime Minister Nikolai A.
Tikhonov has said Moscow wants more and higher-quality
machines from its partners in return for Soviet raw materials.

Such considerations should weigh heavily in talks on the
next round of bilateral barter agreements, the unwieldy basis
of all East bloc trade. Moscow last month signed the first of
these new ' Poland, a Western-oriented satellite undi
the imposition ial law in 1981 and subsequent Western
trade sanctions. The 15-year accord links Polish planning and
output more closely to the Soviet economy than ever before.
OWIMNDLING OR. SuPPLIES. Moscow’s strategy of building and
retreating into a Comecon fortress will meet suff resistance
from its satellites. Almost all of them need to sell more to the
West in order to pay their hard-currency debts—and then to
buy more Western technology to modernize their economies.
The six East bloc nations trimmed their imports from the West
from $34.5 billion in 1980 to $25.6 billion last year; further cuts
would threaten a drop to a low-growth plateau for several
years. And while a blocwide market might heip Czechoslovakia
and East Germany reach the bigger outlets they seek for their
industrial goods, it would require a supranational authority to
determine who should produce what No amount of Soviet
strong-arming could get all East bloc leaders to accept deci-
sions by apparatchiki in Moscow on where factories shouid be
built in the region and what should be traded where.

Moscow’s partners have their own agendas for the summit.
A top priority will be to redress their trade imbalance with the
Soviet Union. According to a study by Soviet expert Edward
A. Hewett of the Brookings Institution, Soviet terms of trade
with Comecon improved by 6% to 7% in each of the past three
years, yielding a surplus of 229 billion rubles. This results
from Comecon’s pricing formula, which is based on a five-year
moving average of world prices.

The high oil prices of the late 1970s and early 1980s have
driven up the cost of Eastern Europe’s oil imports, while
prices Moscow pays its partners for machinery and consumer
goods have been far stabler. The satellites resent the fact that
for the first time in 10 years they are paying more for Soviet
oil than the world price. Except for Romania, the bloc depends
on the Soviets for 80% of its oil. Moscow pared oil shipments
by 10% in 1982, and at the summit it may impose further cuts
because its supplies are dwindling.

Analysts say that the Comecon partners will have limited
leverage at the talks. National rivalries and economic seif-
interest are likely to undercut any collective effort that they
mught mount against their Big Brother. In the end, the summit
can be expected to produce little more than a show of unity,
with appropriate denunciations of the U.S. and its allies and
perhaps a few oil and gas deals that will serve to paper over a
sullen stalemate. MARK D'ANASTASIO
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THE PUZZLING SWEET TALK

KREMLIN

COMING OUT OF THE

GORBACHEY, GROMYKO, AND TIKHONOV: WITH A POWER
STRUGGLE RAGING. CAN PEACE OVERTURES BE TAKEN SERIOUSLY?

“a riddle wrapped in an enigma”—the Kremlin and its

machinations. How is it possible for the Soviets to go on

a full-fledged “peace offensive” against the U.S. and the West

in the midst of what most Kremlinologists regard as a no-
holds-barred succession crisis?

The Soviets have launched one of their classic overtures for

long-term understanding with the West. The Kremlin has re-

There is a new element in what Winston Churchill cailed

President Reagan and his advisers in the disarmament talks.
Because no matter how many caveats are issued from the
White House and the State Dept., Reagan’s recent statements
have helped to boost pressure from U.S. public opinion for
conclusion of a major agreement. Yet the President has
charged in the past that the negotiating process itself often
forced American negotiators to reach an agreement—even
when the terms were unfavorable to the U.S.

However Reagan chooses to proceed, doubt remains about

how far the present Soviet leadership can go in making a
disarmament breakthrough until the battle over succession is
settled. After nine months in power, Chernenko has failed to
elevate a single ally to the ruling circle—a move always taken
as a sign of consolidation of Soviet leadership. And new ap-
pointments may be more critical now than ever, since they
could decide when the generation of post-Stalinist “young-
sters” takes power.
READNG THE stans. The experts in Moscow see other signs
that Chernenko has not consolidated his position—much less
his ability to name a successor. A plenum of the Central
Committee, usually held in the winter to pass down new legis-
lation for the Supreme Soviet to rubber-stamp, was not con-
vened. [nstead, the Politburo in November referred a budget
directly to the Supreme Soviet for unanimous consent. Fur-
thermore, two of the Politburo’s most important members—
Defense Minister Marshal Dimitri F. Ustinov, 76, and Vitali L.
Vorotnikov, 58 party secretary of the Russian Federation—
were absent from the Politburo meeting, along with Mikhail S.
Gorbachev, 53, the member responsible for agriculture, who is
considered Chernenko’s choice among the younger men for the
top leadership.

Ustinov, who represents the Soviet military and plays a key

versed direction after statements issued only a few months j«asle in the balance of power, is rumored to have had a cerebral

ago that threatened the U. S. and NATO with a new arms race
if they began an arms-modernization program. And it has
ended an unprecedented campaign of vilification directed at
Western leaders. Moscow’s moves have stunned Western ana-
lysts who only weeks ago predicted that no arms negotiations
would be possible without major U.S. concessions.

susL.DG Pressune. That may still be the case. National Secu-
rity Adviser Robert C. McFarlane cautions that the Russians
have agreed only to talk about negotiating. But there are
other signals from Moscow to the West confirming a change
of mood and tactics, if not strategy. For example, aging Soviet
Party General Secretary Konstantin U. Chernenko has prom-
ised to visit President Francois Mitterrand in Paris. Overtures
to France have always been a standard opening gambit of a
moderating Soviet foreign policy, but the move is doubly sig-
nificant because Mitterrand has taken as strong a ljne toward
Moscow as any conservative leader in the West. The Soviets
have also used Armand Hammer, the oilman, philanthropist,
and longtime friend of Kremiin leaders, to spread the word
that Moscow’s temper has changed for the better.

“Put simply,” one Kremlin-watcher in Moscow says, “the
question is: How much of this should we treat as policy
emanating from a unified leadership, and how much is just for
show? With all the signs lately that these old boys are still
fighting it out, that question is hard to answer.”

An answer would foreshadow what problems lie ahead for

hemorrhage. Vorotnikov presides over a region with four-
fifths of the country’s economy. And few accept the explana-
tion that Gorbachey was on vacation. The fact that his absence
n*ﬂud and that new agricultural policies were adopted
that 1Y in the face of positions he has taken over the last four
years provoked speculation that he is being pushed aside. Nor
is it clear what role is played by Nikolai A. Tikhonov, a
protégé of Chernenko’s predecessor, Yuri Andropov.

Thus there is sufficient ground for speculation about a
power struggle—and about Moscow’s ability to make far-
reaching decisions while the struggle rages. Some West Euro-
pean Kremlinologists, such as Ernst Kux of the Neue Zur
icher Zeitung, speculate that Foreign Minister Andrei
Gromyko may be carrying the weight of the disarmament
policy on his own. That contradicts the conventional wisdom
that he is only an errand boy. But Gromyko, however restrict-
ed he has been in his 30 years of handling negotiations with
the U. S., may have come into his own. He apparently was able
to get the Politburo to rehabilitate his old boss and Stalin’s
Foreign Minister, Vyacheslav M. Molotov, who until recently
was a discredited figure in Moscow. But could Gromyko carry
the ball in serious negotiations against a background of Krem-
lin infighting fter his January meeting with Secretary of
State George P. Shuitz to determine the scope of new arms
talks? That is a new unknown in the Moscow puzzle palace.

By Mark D’Anastasio in Moscow
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'GORBACHEV’S AGENDA: HOUSECLEANING
'FIRST, ECONOMIC REFORM LATER

‘radical” economic reforms, but his goal is taking a
backseat to a massive Kremlin reshuffling. Since becom-

ing General Secretary of the Soviet Communist Party on Mar.
L1, Gorbachev has denounced the shortcomings of Moscow’s
rigid central planning more sharply than any previous Soviet
leader. But before he attempts “‘deep transformations” in the

| economy, Gorbachev is moving his political backers into key
positions throughout the Soviet Union. His aim is to make sure

! that hostile bureaucrats will not sidetrack reforms when he

[ s oviet leader Mikhail S. Gorbachev wants to carry out

Nikolai Ryzhkov, 55, the party’s economic watchdog; and Vik-
tor Chebrikov, 62, chief of the powerful security police, the
KGB.

Time may be running short, though, to write major reforms
into the 1986-90 Five-Year Plan. A draft will be published next
fall for formal adoption at the party congress. Gorbachev may
win authority in the plan, observers believe, to expand an
experiment in decentralization to include enterprises that ac-
count for 0% of Soviet industrial output. The scheme, which
so far covers only 12% of industry, was launched in January,

' launches them. f
| Gorbachev wants to avoid the fate of | {§
| Nikita Khrushchev, who abolished the |

| Soviet industrial ministries in 1957 and |
| five years later spiit the Communist Par- |
| tv apparatus into industrial and agricul- }
| tural sections. Khrushchev took these
| steps without first lining up solid back- 1
| ing in the party’s policymaking Central j
| Committee. Heads of major ministries |
| and regional party organizations who ’
| saw their power threatened struck back |
by throwing the Central Committee’s |
| support behind Khrushchev’s rivals. As |
a result, the ruling Politburo ousted him |
in 1964 for “harebrained schemes.”

| SHORT oM Tmas. Gorbachev, by contrast,

1984, to loosen central planners’ iron
grip by giving factory managers some
decision-making power on investments,
prices, and labor. But the State Commis-
sion on Prices has said there will be no
basic price changes during the next plan.
This could mean a long delay in more
radical reforms suggested by Gorba-
chev, such as closer linkage between
real costs and prices, which are now ar-
bitrarily set, and between an enter
prise’s profits and sales.
| Meanwhile, Gorbachev is applying
“discipline’ to spur the Soviet economy
by cleaning out bureaucratic deadwood
and cracking down on loafing and cor
ruption. Such efforts to make the econo-

| is likely to gain stature at the July 2 meeting of the Supreme
Soviet, the nation’s rubber-stamp parliament. It is expected to
award him the title of head of state in addition to his position
as party boss. But his crucial test will be the 27th Party
Congress next February, which will approve the 300 members
of a new Cenural Committee. [n a review of candidates’ creden-
tials starting this fall, Gorbachev must use his clout as Gener-
- al Secretary to weed out opponents of economic reforms. To
lend a hand in the housecleaning, Gorbachev brought three
supporters into the 12-man Politburo in April: Yegor Ligachev,
64, the current secretary in charge of party organization;
GLOBAL WRAPUP

my work better, rather than change it, don't risk the kind of
backlash that Khrushchev provoked. But recent moves to pok
ish up Khrushchev’s image suggest that Gorbachev admires
the former leader’s-commitment.to economic reform, if not his
brashness. Just before took over in March, film
clips of Khrushchev began apm&viet television for
the firgt time in'more than 20 5 -then, Soviet officials
have been telling foreigners that the Kremlin is taking a new,
positive look at Khrushchev’s policies=which are still anathe-
ma to Soviet conservatives.

By Mark D’'Anastasio in Moscow

w ith scant prospect of beating
conservative opponents in Na-
tonal Assembly elections next March,
President Francois Mitterrand may be
ready to join them. His Socialist Party
has almost no chance of winning a ma-
jority. As a resuit, Mitterrand is lean-
ing toward forming a broad coalition of
Socialists and conservatives to back a
leading opponent, such as former Pres-
ident Valéry Giscard d’'Estaing, as
Prime Minister. Mitterrand's strategy
is to serve out his own term as Presi
dent until 1988, hoping that an econom-
ic recovery will sweep his understudy,
38-year-old Prime Minister Laurent Fa-

bius, into the Elysée palace in that
year’'s presidential election. Giscard
and Gaullist leader Jacques Chirac, the
mayor of Paris, have agreed to a coali-
tion on such terms. The spoiler is for
mer Prime Minister Raymond Barre,
the front-runner among conservative
hopefuls, who wants Mitterrand to re-
sign if his party loses control of the
Assembly.

STEEL

oth the U.S. and the European
Community have backed away
from confrontation over steel trade.
The reason: Both sides still think the
economic stakes are too high to risk
a trade war. Under a three-part deal,

NTERNATIONAL QUTLOOK

the Commerce Dept. will allow All
American Pipeline Co., a Goodyear Tire
& Rubber Co. subsidiary, to import
100,000 tons of pipe in excess of
Europe’s present quota, equal to 7.6%
of the U.S. pipe market. The imports
will be used to build a California-
Texas pipeline. In return, the EC will
start negotiations to limit exports of a
haif-dozen carbon-steel products that
are not covered by 1982 steel-trade
curbs. If a deal has not been reached
by July 15, the U. S. will impose quotas
unilaterally. But Brussels has also
agreed to begin talks promptly to up-
date and extend the 1982 restrictions.
The aim is to reach a new accord by
the end of October.
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HOW MOSCOW IS TIGHTENING
ITS GRIP ON AFGHANISTAN

n uninformed traveler might
Athink he somehow had wound up
at a military air base instead of a

civilian airport as his plane comes in for
a landing at Kabul. My Aeroflot jet from
Moscow taxied past three dozen MI-24
helicopter gunships lining the runway.
Machine guns jutted from their portals,
and large pods of rockets hung from
their sides. From atop the ramp, [ could
see soldiers on forklifts emptving the
bellies of camouflaged cargo trunsports.
On the airport perimeter, antiaircraft
cannon pointed skyward. T-34 tanks, ar-
mored personnel carriers, and a bivouac
for some thousund soldiers were nearby.
This stark impression of the Soviet
military presence in Afghanistan dimin-
ishes as vou leave the airport and drive
the dusty, pot-holed road to the center of
ancient Kabul. Four years after the So-
viet Union's December, 1979, invasion of
Afghanistan installed the Marxist-Lenine
ist regime of Babruk Karmal, few Rus-
stan soldiers are visible on the streets of
Kabul. “At least not in the daytime, be-
fore the 10 o'clock curfew,” adds one
Kabul shopkeeper, 1tis Afghan soldiers,

shoulders slung with Soviet-made AR-47
SR

rifles, who line the roads to stop cars for
spot checks and to find “volunteers” for
the Afghan army. At night, however,
Soviet soldiers in tanks and armored ve-
hicles take up positions along the main
thoroughfares.

Apart from sporadic sniper and bomb
attacks by Afghan resistance fighters,
Kabul for the most part has been paci-
fied, and control is now maintained, at
least superficially, by the Afghan army.
They are supported by Soviet helicopter
gunships that hover high above the city
through the dav. At night the dull
thump of mortar fire and red streak of
trucer shells are reminders that the
fighting is not fur off.

TRisAL wmGHTING. The official Soviet
press maintaing that there are 110,000 to
120,000 Soviet soldiers in Afghanistan. [t
refers to these roughly 11 divisions as a
“limited  military  contingent.” Most of
the troops reportedly are distributed in
cantonments amony the outer six of the
seven military distriets into which Mos-
cow has divided its Texas-size neighbor.
It ix believed the Russians are able to
police the entire country with only one
of those divisions. These troops are said

to be employing Afghan soldiers in their |
operations against bands of some 43,000
resistance fighters. :

For some time the Soviet and Afghan |
government troops have accepted a |
stalemate in which their forces maintain |
control of major cities and transporta- |
tion routes while in effect ceding large |
areas of the countryside to insurgent
Mujahidin. But reports trickling into Ka-
bul from Afghan guerrilla camps across
the Pakistani border give the rebels little
chance.

The Mujahidin are led by 10 rival com-
manders who are deeply split by reli-
gious and tribal antagonisms. Reports |
from I[slamabad say the internecine |
strife has led to bloody batties between,
for instance, groups that are pro-Ameri-
can and others that are pro-lranian.
Sources close to rebel groups say almost
no possibility exists of unifying the in-
surgents into a cohesive force.
WEAPONS SHORTAGE. Another problem is
the shortage of portable antitank and
antiaircraft weapons, which are supplied
through Pakistan with U.S. aid. Says a
French physician who has treated in-
jured rebels in the provinces: “A whole-
sale increase in weapons shipments to
the Mujahidin might give them the up-
per hand. but it would probably also lead
to retaliatory air strikes by the Soviets
against border villages in Pakistan.” So-
viet fighters, in fact, are reported to
have already bombed a few hamlets as a
warning to President Zia Ul-Haq.

“Realistically,” says one West Ger-
man diplomat in Kabul, “we should say
the American hope of turning Afghani-
stan into a Vietnam for the Soviet Union
is now a dead issue.” The weapons
shortage has combined with rebel disuni-
ty to reduce resistance to Soviet and
Afghan government forces to the extent
that many Western diplomats have be-
gun to admit, if reluctantly, that the
trend toward Soviet domination of Af-
ghanistan may be irreversible.

But it is clear even to a first-time visi-
tor that Moscow is not trying to create a
client state by purely military means.
Some of the Soviets' nonmilitary tactics
are visible in the peasant village of Shi-
na, 40 km east of Kabul. A column of
steel towers strung with power lines
runs through the dusty village. “It is the
Soviet Union that brought electricity to
my people,” a village elder tells me be-
neath a glaring lightbulb dangling from
the ceiling. Like most of the population
of Afghanistan, which is 85% agricultur-
al, he lives in a mud hut surrounded by
open sewage canals.

Before the April, 1978, leftist coup
that put the first of three successive
Communist leaders in power—Afghan
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of about $125, is probably a little worse.
But since Western nations cut off vir-
tually - all development aid, some Af-
ghans have come to appreciate Soviet
economic assistance. Especially pleased
are the beet and cotton farmers of the
strategically important northern prov-
inces on the Soviet border who have
been receiving steadily rising procure-
ment prices for their crops. Soviet subsi-
dies also support liberalized tax and | °|
credit policies for urban merchants.
This is an important tactic, since the
private sector of this mixed economy
last vear accounted for more than 90%

of ail retail trade. Amother important Maybe her slalom’s a little off but at least her heart’s in the nght
tactic is a propagand® ¢ampaign aimed _ place. She just sent a check to the U.S. Ski Team. They'll need it if
at putting as much distance as possible s=they're going to win big.
between Karmal's government and the That's because the U.S. Ski Team isn't funded by the govern-
doctrinaire Marxist-Leninist ideology of ment. So they depend on all of us to help.
his_predecessor Hafizullah Amin. Remember. Our Nordic and Alpine Ski Teams are gearing up for
Since many of the Mujahidin, who are | |. the biggest challenge of them all. And their chances are good, if you heip.

fervent Islamic believers, are rebeiling | |= But without you... there is no U.S. Ski Team.

‘ because they believe all Communist re- Please send your tax-deductible donations to the U.S. Ski

; gimes aim to destroy religion, the ruling Educational Foundation, Box 100, Park City, Utah 84060. Thanks.

party has taken to claiming it is not
communist but a people’s democratic

' , LS
party. Afghans are assured daily in TV SUPPORT THE U.S. SKI TEAM. //[fi

broadcasts—soon to be beamed to 8 of
the nation’s 29 provinces by a Soviet sat- |
ellite—that Islam is as much a part of
‘ Afghan life as the sands are part of the

| desert. The 10% who are literate can
‘ read the same in the main newspaper,

‘ Truth of the April Revolution. : ,
& 'mnumf THAT :no. Soviet aid also takes For your There’s

the form of huge irrigation projects built

l by soldiers not involved in the fighting. H E ART HOP
i Other soldiers and Soviet engineers are
busy extending and improving the thou-
sands of kilometers of concrete high-
ways and mountain tunnels the Soviets
have been building here since the 1960s.
Soviet diplomats, proud of the way the
Soviet government was able, at least
tentatively, to win over the Moslem peo-
ples of the Central Asian republics, told
me the new power lines, roads, and irri-

-

i gation canals will soon be the threads We've declared war on the western

| that bind together the disparate tribes world’s biggest killer: heart and blood

! and nationalities of Afghanistan for the . vessel disease. With your help, we can

| first time. all win. For more information about
“Breaking down the isolation of Af- our fight, write:

ghan tribes will make for friendlier do-
mestic relations,” one official declared
over tea and chocolates at the Soviet
embassy in Kabul. He didn't say it, but a
more cohesive Afghan population would

also be easier to control by a central THE BOB HOPE INTERNATIONAL HEART RESEARCH INSTITUTE
| Kabul government that, for the time be-
ing, is an agent of Moscow. P.O. Box 22909-Dept. A., Seattle, Washington 98122

—MARK D'ANASTASIO
Moscow burcaw chic/ D’Anastasio was
among journdlists invited to Kabul by
B the Afghan Embassy tn Moscon.
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‘THIS ‘BREADBASKET’ IS
A FARMER’S NIGHTMARE

mmmmmm—nﬂvmmm

e hot, dry breeze ripples across
fields of wheat that stretch to the
horizon. Under a cloudless sky the

sun beats down through dusty air. The
wheat, planted in spring, is barely knee-
high though it's past midsummer. “Not
one drop, not one drop of rain has fallen
in a month,” remarks Andrei Reimer,
director of a huge collective farm near
Tselinograd in the Soviet Republic of
Kazakhstan some 1,400 mi southeast of
Moscow.

Tselinograd is the administrative cen-
ter of the Soviet Tselina region, whose
name means virgin lands. A campaign
by Nikita Khrushchev in 1953-56
brought large-scale farming here. His
notion was to transform these 80 million
acres of grassiand into the Soviet bread-
basket—akin to the American Mid-
west—while replanting Russia’s tradi-
tional granary in the Ukraine with corn
for animal feed.
sumrMIiNG winDs. The sod-breaking
scheme was later dismissed as ‘“hare-
brained,” and Khrushchev was ousted in
1964 in part for its failure. But it won
for Kazakhstan a key place in. Soviet
agricultural economic priorities. Today
the republic’'s political leaders wage an
ongoing struggle with Moscow’s central
planners for scarce investment funds,
and monumentalily expensive schemes to
bring more water to this arid land draw

fire from Soviet environmentalists.

The climate here is a grain-grower’s
nightmare. Kazakhstan—the second-
largest Soviet republic, spanning some
1,800 mi. from the Caspian Sea to bor-
ders with China and Mongolia—accounts
for 10% to 15% of the Soviet Union's
total grain production. But it receives
only two-thirds the rainfall needed for
wheu Drought strikes every third year.
The sukhovey—burning dry winds that
blow up from the Central Asian repub-
lics—intermittently desiccate crops and
soil. In summer, temperatures top 105F;
in winter they drop to -30F.

Indeed, a month-long dry spell in July
prompted the U.S. Agricuiture Dept. to
lower its estimate for total Soviet grain
output this year from 195 million tons to
190 million tons. That, however, is sdill
better than last year, when a prolonged
drought here helped push Soviet grain
imports to 53 million tons—at a cost of
$8 billion in precious hard currency.

Reimer, 50, whose German ancestors
came here 150 years ago to stake out
huge tracts on the Asiatic steppe for the
czars, is determined to top state-set pro-
duction targets. “We can do it,” he teils
Western reporters touring the 190,000-
acre Yerkenshlhlsky collective farm.
Reimer wipes sweat from his beefy face
and stomps on a dirt path to show how
dry the ground is. “Of course, we don’t
have the best condmons But then, that
would make it easy,” he laughs.

pushing Moscow for what they believe
they need to do the job. “A certain pride
comes from belonging to a place as big
as Kazakhstan,” says Almaz Khamzaev,
a J3-year-old official in theé republic’s for-
eign ministry. Local authorities like to
boast that Germany, France, [taly,
Spain, Britain, Norway, and Sweden
could all fit into Kazakhstan's 1,050,000
3q. mi. area. “We're like your Texans,”
says Khamzaev. The vitality of the Ka-
zalhis—who make up 43% of Kazakh-

stan’s 15.6 million population, which in- |
cludes Russians, Ukrainians, Germans, |

and Tatars—contributes to a strong re-
gional identity. Even so, few of the re-
public’s ranking party and government
officials are Kazakhs. The forcible set-
tlement of Kazakh nomads during collec-
tvization under Stalin reduced their
numbers. But according to Makash Tat-
mov, a Kazakh demographer, the Ka-
zakh population is-making a comeback:
By 2010 it may number some 12 million,
about double the 1979 census figure.

Western experts say policies advocat-
ed by some Soviet demographers to hold
down the size of Kazakh families (and
those in the four Central Asian repub-
lics) to maintain the nationwide majority
of Russians can never succeed. “First,
ther: s a labor shortage in the republic,”
says one U.S. authority on Soviet na-
tionality problems, “and then, Kazakhs
just love children.”

UNSTASLE RAmrALL [n his birch-paneled
office in Alma Ata, the republic’s capital,
Taufik Mukhamed, Kazakhstan's deputy
prime minister and chairman of the re-
public-level state planning commission
(Gosplan), bristles at another sugges-
tion: No, he asserts, Moscow is not ne-
glecting the republic’s farms to push in-
dustrial exploitation of Kazakhstan’'s
huge deposits of gold, coal, copper, and
iron ore. “Every industrial project here,
every collective farm, is being funded at
continually growing rates,” he declares.

One reason the per-acre yield of Ka-
zakhstan’s farms is so low, however, is
that Moscow allots only 16 lb. of chemi-
cal fertilizers per acre. In the Ukraine,
on the other hand, farms receive 34 |b.
per acre. Kazakhstan's portion is a third
of what's really needed here, according
to Western agricultural experts.

To help compensate for the region’s
unstable rainfail, Kazakhstan's leaders
have proposed to boost grain production
by tilling more land. Experts at the
Shortandy Grain Institute near Tselino-
grad have prepared a program for re-

* claiming 10 million acres of alkali lands

in the republic’s north. The massive soil
desalination campaign, which local offi-
cials want to carry out during the 12th
Soviet Five-Year Plan (1986-90), would

Local leaders aren't bashful about |
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project’'s future is uncertain untl the
draft of the upcoming plan is published,
probably in late October.

BIGGEST TuST. ‘[t would be like a crown
on my career,” says Alexander Barayev,
the 80-year-old director of the Shortandy
I[nstutute. Barayev, who usually gets
Moscow to see things his way, risked his
career by being the first to oppose Khru-
shchev’s command to tll the virgin lands
by standard plowing. Windstorms from
1960 to 1965 ruined some million acres,
and damaged nearly 30 miilion more.
Partly on Barayev’s insistence, Commu-
nist Party leaders later adopted tilage

| techniques that prevent wind erosion.

The biggest test of Kazakhstan's clout
will be whether Moscow gives the go-
ahead in October for a 1,580-mi canal
that would provide water for a massive
irrigation project serving Kazakhstan
and Central Asia. The proposed Sibaral
Canal—so called because it would ex-
tend from Siberia to the Aral Sea—
would take 12 years to build. It would
divert 25 million acre-ft. of water per
- I

A massive irrigation
project could help
Kazakhstan, but Soviet
environmentalists Oppose it

Em———
year from the Ob-Irtysh rivers system in
Siberia to grain and cotton fields and
industrial areas in the south. Some plan-
ners oppose the muitibillion-ruble project
on economic grounds. Others. argue it
could seriously damage the environment
by reducing the flow of fresh water into
the Arctic Ocean. This would raise the
ocean's sait content, they say, altering
the ice pack and affecting weather pat-
terns in the Soviet Union and even in
Canada.

Soviet environmentalists claim that
current withdrawals of water from the
Ob and Irtysh rivers already have pre-
vented the spring flooding that used to
maintain soil fertility in regions of west-
ern Siberia. “This project could turn
some developed areas of Siberia into a
wasteland,” says one Soviet official. But
in Alma Ata, Mukhamed refuses to ad-
mit any doubt that the Sibaral Canal will
be built. “The plans are set,” he snaps
heatedly. If he's right, and new rivers of
water start to flow to Kazakhstan, then
Moscow’s central planners will have ac-
complished what the gods have never
deigned to do.

B8Y MARK D'ANASTASIO
Bureau Chief D'Anastasio has been report-
ing from Moscow sincs 1983
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GOES TO THE MOVIES

n the background, a medieval for-

tress rises on a hill against a pewter

sky, its crumbling brick walls but-
tressed by drifts of snow. Further dis-
tant, golden cupolas of centuries-oid
whitewashed stone churches seem to
float in the air. [n the foreground below,
a newly built town of wooden houses
and churches—a movie set imitating ear-
ly 18thcentury Moscow—stands beside
a narrow frozen river.

Someone gives a cue. Propane gas
shoots through tubing atop the clustered

vantages. “Look at these extras,” he
says, standing on the set where Peter’s
rebellious guardsmen have just set fire
to old Moscow. “They’re Russians, or
they’'re Tartars, and there’s just no ques-
ton about their authendcity.”

‘s1a scome’ Bundled in a down-filled
coat against the 10-below-zero February
weather, Katz says Suzdal, once a major
religious center in northern Russia, pro-
vides a historically rich atmosphere that
Hollywood studios couldn’t create. Now
a preserve for some 30 examples of me-
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wooden structures, which burst -into
flames. A hundred extras in peasant cos-
tumes form bucket brigades to douse
the blaze. “It'll look like a thousand peo-
ple when we edit the film,” says Joel
Katz, executive in charge of production
for this 325 million television miniseries
being shot in Suzdal, about 130 mi north
of Moscow.

Peter the Great is a 10-hour NBC
Productions film about the brutal, lusty
czar who tried to modernize backward
Russia in the early 1700s. Based on
the 1981 Pulitzer Prize-winning biogra-
phy by Robert Massie, it is the first
totally independent American dramatic
film production to be made in the Soviet
Union.

According to Katz, making the movie
on Russian turf has had important ad-

dieval church and secular architecture,
the area offers backdrops that Holly-
wood set designers would be hard put to
match.

NBC is banking on that look and the
“Filmed in Russia” cachet to attract a
big audience. Peter the Great, starring
Maximilian Schell as Peter, with Omar
Sharif, Vanessa Redgrave, and Hana
Schygulla in other leading roles, is
scheduled to air next February. That
will be one of the networks’ ‘‘sweeps”
months, when Nielsen ratings determine
the following season’s ad rates.

“We anticipate a big score with this
show,” says Susan Baerwald, NBC vice-
president for miniseries and novels for
TV. She adds that the Soviets also have a
big ir.terest in the film's success. While
Peter the Great is not a joint production,
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the Soviet organization Sovinfilm is un-
der contract to provide NBC with cos-
tumes, sets, extras, and 21 members of
the cast who were drawn from Mos-
cow’s Gorky Film Studios. For this and
the privilege of shooting in the Soviet
Union, the network is paying 35 million
to a Soviet government hungry for hard
currency.

“They want to prove this kind of pro-
duction is possible, in hopes of getting
further business not oniy from the U.S.
but eisewhere in the world,” explains
Baerwald. Mutual interest in seeing this
attempt at Soviet-American cooperation
succeed, however, has not made the pro-
duction easy. “Language is probably the
greatest problem,” says Director Marvin
J. Chomsky, who has won Emmys for
the NBC miniseries Holocaust, Attica,
and /nside the Third Reich. “1 would
probably save an hour a day if [ were
fluent in Russian.”

-

‘The Soviet style is to
rehearse a day and shoot
aday. ... We just shoot
untl we get it dght’

The production’s stars and largely Eu-

ropean cast are no trouble. But
Chomsky needs an interpreter to relay
his instructions to the Soviet actors and
extras—mostly young soidiers on loan
from the Red Army. Miscues are not
unusual. That hurts when there are only
five hours each day when the light is
suitable for filming.
TR 1S MONEY. Production delays are an-
other big problem. The company was al-
ready running behind schedule before it
arrived in the Soviet Union from Vienna,
where shooting began last summer.
Costs were skyrocketing from estimates
that started as low as 36 million for a
shorter version.

Katz says the U.S. bonding company
invoived in the deal, concerned that
shooting on Soviet locations might exac-
erbate problems, asked NBC to bring in a
director with a proven track record for
handling difficult assignments. Enter
Chomsky, who had earned a reputation
for tough, fast work. He took over
shooting in Soviet Central Asia and will
see the production through studio work
in Moscow and Leningrad this month
and more filming in May.

Says Chomsky: “One of the things
I agreed to in my own mind was to come
to the Soviet Union and work in the
Soviet mode.” That, however, proved
impossible. Unschooled in the capitalistic
time-is-money philosophy of filmmaking,
the Soviet participants have often failed
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to keep up with their Western col-
leagues’ fast rhythm. “The Soviet style
is to rehearse a day and shoot a day,”
says Katz. “We don't work that way.
We just shoot untii we get it right
It's faster.” And the Soviets, uniike
Western actors, are accustomed to
shooting without sound, which is dubbed
in later.

‘A FOR EFEORT. Soon after the cast ar-
rived in Suzdal in September from shoot-
ing in southern Soviet Kazakhstan, it
became clear that Soviet theatrical sup-
port crews also worked differently. A
truckload of sets and wigs from Mos-
cow’s Gorky Studios showed up 14 days
late at Suzdal. The delay cost the |
American network an estimated
3300,000, and Chomsky lost two valuable
weeks of days with longer sunshine. One
rumor has it that a load of black-market
melons had been piggybacked on the
shipment and that the drivers’paused to

-

Atruckload of
sets and wigs arrived
14 days late, a delay
costing $300,000

peddle them along the route from Mos-
cow. Another explanation is that the sets
and wigs just weren’t ready on time.

Production executive Katz says the
Soviets will have to make good on that
loss, and maybe others. Katz negotiated
and signed the contract with Sovinfilm
Chairman Alexander Surikov. According
to Katz, the document—formally cailed
a treaty, because it is between a private
citizen and a government—says that
“anything that is not our fault, or force
majeure, is their fault.” Surikov has de-
clined comment. An impartial arbitration
society in Sweden will have the last
word, if necessary. Overall, however,
Katz says the Russians have proved
themseives reliable business partners:
“They absolutely did produce. [ give
them an ‘A’ for effort.”

Judging his own efforts as the first
American to organize an independent
dramatic film production in the Soviet
Union, Katz concedes: “I was kind of ill-
prepared to do this.” He admits he
hadn’t given the country much thought,
professionally speaking, during the 35
years since he was a Russian studies
major at Syracuse University. But suc-
cess for Peter the Great, particularly in
next February’s sweeps, could inspire
other U.S. filmmakers to start doing
their homework.

BY MARK D'ANASTASIO
D’Anastasio is Moscow bureau chief for
McGraw-Hill Worid News
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LYNX SKINS BEFORE THE BIDDING: A VISITOR SAMPLES THE FEEL OF FOX
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WHERE MOTHER RUSSIA
AUCTIONS HER PRECIOUS FURS

@@ t was before World War [I,” New
lYork fur trader Mike Bosher was
saying, as he flipped through a
bunch of blue-black sable skins on auc-
tion at Leningrad’s Fur Palace. “The
Russians didn't have any good mink
stock to speak of. This Canadian offered
a black-market fur dealer from Siberia a
few of his best breeding animals in ex-
change for a couple of sables. In the end
the Siberian got his minks. but the Cana-
dian wound up with a cage of neutered
sables. The poor guy had just enough to
make one nice collar.” Bosher, who has
been coming to the fur auctions—held
here three times a year—for 35 years,
has probably told the story at all of
them. But he chuckled as if he had
heard it for the first time.

The tale may be apocryphal, but it's
indicative of the tight control Mother
Russia has always kept on the sable, a
cat-sized rodent whose fur grows thick
in the extreme cold of the Siberian for-
ests—and in nine government-run sable
ranches across the country. Four centu-
ries ago, [van the Terrible beheaded
anyone caught selling sable breeding
stock to foreigners. And the Leningrad
cabbie who drove me to the auction from
the Czaristera Astoria Hotel insisted
the penalty is still death.

He could be right. Soyuzpushnina, the

official fur trading agency, will not dis-

cuss such matters. But others familiar
with Soviet law say that stealing breed-
ing-sables could be construed as “eco-
nomic espionage”—and, quite possibly,
treason. Such harshness can be ex-
plained only when you consider that,
pound for pound, sable is one of the
Soviet Union’s most reliable earners of
hard currency. In his office in the Fur
Palace, Fitrat Kutyushev, deputy direc-
tor of Soyuzpushnina, told me that sable
would account for about 15% of the
roughly $100 million the organization
will earn at the auctions this year.
DOMESTIC DEMAND. About 5% of that to-
tal will come from commission sales of
Polish nutria, North Korean domestic
dog (prized by Asian bidders and virtual-
ly nobody else), Afghan karakul, and
skins from other countries ostensibly on
good terms with the Soviet Union. (The
Soviet news agency Tass reports that
the Afghan people earned 311 million
last year from sales at a Leningrad auc-
tion.) The Russians pick up perhaps an
additional 350 million in hard cash from
international fur auctions in London and
Leipzig and from private contract sales.
Still, the Soviet share of the world fur
market has been receding since the early
1950s. At about that time more efficient
fur farming techniques in the West be-
gan to erode the natural advantage of
Russia’s deep forests and winter snows.

debdxratent

So¥iet trade officials attending the
auction, however, insisted that they
would be earning a.mueh larger share if
it weren't for a steady growth in domes-
tic demand that has limited exports to
about 15% of annual production. That
will come as striking news to anyone
who_has strolled through the govern-
ment-run retail stores. Fine furs seem to
be virtually unavailable. And Soviet citi-
zens can find only a very small supply in
the secondhand 'stores, their so-called
commission shops. “Wives of party big-
wigs don’t even buy their coats in the
Soviet Union,” one knowiedgeable Rus-
sian musician confided later. “They im-
port them through catalogs, and the
government pays for them.”

The dozen or so Americans who come
to buy in Leningrad—where they com-
pete primarily against merchants from
Japan, Italy, West Germany, and Brit-
ain—are constrained by a McCarthy-era
law from importing Russian mink, fox,
and a few other furs. “Russian ranch
mink is a little too heavy and rough,
anyway, for the high-priced American
market,” said Peter Dion, president of
New York's exclusive Galanos Furs.

Nonetheless, the Russians have be-
come the world’s biggest mink ranch-
ers—producing 13 million peits of a doz-
en varieties annually. That compares
with less than 3 million in the U.S,,
where annual production once totaled 15
million peits. Ironically, the Soviets built
their lead on American breeding stock
acquired after World War [I. Under the
trade name Norka (which means mink in
Russian), the Soviet fur is now available
in department stores and shops from
Hong Kong to Montreal.

At the Leningrad auctions, pelts are
hung in lots in the high-ceilinged show-
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rooms of the Fur Palace, a neoclassical

4 we don’tseil a sable coat,” he said be-

_dinner conversafion with Edward Graf,

building constructed in 1939 to serve the
industry, so that 200-odd traders from 15
countries can examine the sable, lynx.
mink, silver and blue fox, and a dozen
other select Russian furs. For the unini-
tated, the musty odor of thousands of
raw skins can be overwheiming, but the
buyers wade through the racks with
barely a wrinkling of the nose. After
two weeks of examining pelts, bidders
face off against each other in a paneled
amphitheater on an upper floor. There
each of roughly 38,000 lots comes under
the hammer separately in a week of
slow and tedious bidding.

The auctioneer and his spotters occu-
py a dais in the bidding room opposite a
multitiered gallery. Light from an orna-
mental chandelier fills the room as the
bidding flares—in English and in U.S.
dollars. “Americans here all want the
sable,” said David Mechutan, vice-presi-
dent of Mechutan Fur Corp. in New
York, considered the industry’s largest
buyer of sable. “Last year was one of
the best for sable coats, and this year
will be better.” Mechutan, seated in the
gallery’s top ter, said sabie prices at the
Leningrad auctions had increased 30% to
40% over the past few years. At the
auction [ attended, the so-called top bun-
dle of 30 ranch sable peits went to an-
other American furrier for $420 per
pelt—a $12,600 purchase.

PLAUSIBLE PLOT? [t takes about 60 peits
to make one of the average-size natural
sable coats that will retail next year in
the U.S. for anywhere from 340,000 to
$150,000. “The (U.S.] economy is good
now, and people are looking for value,”
said David Woife, senior vice-president
of Dallas-based Neiman-Marcus. He was
seated in the Fur Palace foyer licking
stamps for a pile of postcards he was
sending to clients. ‘“Not a day goes by

tween stamps.
The night before the auction ended,

vice-president of Ben Kahn Furs Corp.,
of New York, turned to the challenge of
breaking the Soviet sable monopoly—a
theme of Gorky Park, the best-selling
novel by Martin Cruz Smith. Graf’s fa-
ther and president of the company, Er
nest Graf, was consuited on details™of
the Russian sable business for the book.
Thtidea was to figure out a plausible
way that someone might actually get his
hands on some breeding-stock animals.
By all accounts at this latest Leningrad
auction, if anyone has pulled that trick
off in real life, he isn’t talking.

MARK D'ANASTASIQ
Moscow Bureau Chief D’Anastasio sees
Russians in sable hats but few in sable
coats. i |
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RUSSIA: BROKIEN IDOLS, SOLEMN DREAMS
8y David K. Shicler
Times Books * 404pp * 317.95

AT A DECEITFUL

AN HONEST LOOK

SOCIETY

ookstores are laden with volumes

vying to exploit the great interest

Russia holds for the American
public. This curiosity will persist as long
as Soviet society remains so closed and
so hard to understand; and as long as
there exists the fascination of one great
power with its rival. David K. Shipler’s
Russia: Broken [dols, Solemn Dreams
is the latest work aimed at sadsfying
that thirst. It contributes much to our
understanding of Russia by taking us a
few steps further than others have in
debunking the notion that Russians and
Americans are essentially alike.

Shipler was The New-York Times bu-
reau chief in om 1975 to 1979.
He writes with the subtiety and percep-
ton of a novelist, dispiaying an engag-
ing critical sensibility and presenting an
unsparing view of the Soviet Union as a
hopelessly closed, ideologically and spiri-
tually desiccated society.

Like all foreigners working in this
shuttered society, Shipler could observe
only limited realms of Soviet life. His
attempts to establish the truth clashed
constantly with two time-honored prac-
tices of Soviet deception: vranyo and po-
kazukha. Literally, vranyo means lies.
But a Russian friend gave Shipler a bet-
ter definition: “You know I'm lying, and
I know that you knmow, and you know
that [ know that you know, but [ go

seriously and take notes.”

The other obstacle, pokazukha, means
a phony show, or a snow job put on for
foreigners of high standing. Correspon-
dents encounter this when they are
shown state farms and factories that are
not at all typical of the disorganized and
technologically backward state of Soviet
enterprises, but rather carefully ar-
ranged Potemkin villages.

Both vranyo and pokazukha were
abiding features of Russian culture long
before the Boishevik Revoluton. The
Russians’ compuision for masking un-
pleasantmess, and their attendant dis-
taste for introspection, are bred into chil-
dren at an early age. Shipler describes
all this in his section on education, which
is an exceptionally penetrating treat-
ment of the Soviet style of learning and
teaching. He tells of a small girl who
could not answer a question when called

ahead with a straight face, and you nod 3

on in a classroom he visited. Her teacher
praised her nonetheless—after the giri
parroted the correct answer whispered
by a classmate seated beside her.

This is a style of cheating widely ig-
nored by Soviet teachers, who are under
pressure from Communist Party watch-
dogs lurking in the corridors to maintain
the appearance of frictionless learning.

SHIPLER DEBUNKS THE IDEA THAT RUSSIANS
AND AMERICANS ARE ESSENTIALLY ALIKE

Russian children are constantly peited
with high-flown platitudes on devotion to
the motheriand and fearlessness in de-
fending the sacred soil. The result,
Shipler writes, is that “education en-
hances the Russians’ sense of isolation
and adversity in relation to the outside
world.” This process is furthered, of
course, by incessant statements in news-
papers and on radio and TV about the
supposed ill intentions most nonsocialist
nations harbor toward the Soviet Union.

Shipler describes the harrowing pro-
cess in which young people who succeed
in making it to college are assig=2d in
their final year to sites throughout the
far-flung reaches of the vast Soviet ter-

ritory. There, for three years, they ply
the speciaity they have been trained in
since the ninth grade. The procedure,
Shipler says, is replete with bribery,
anxiety, and sometimes suicide. Failure
means forfeiting the diploma. Assign-
ment to dreary, sometimes frost-bitten
provincial towns, where meat and other
basic consumer goods are nonexistent, is
the most dreaded fate.

Nearly all Soviet citizens want to live
in Moscow or major provincial capitals,
away from the surrounding seas of rural
deprivation. Residence in these big cit-
ies, however, requires permission from
local police. Shipler says this is usually
denied to ex-convicts, beggars, peasants,
gypsies, and certain politcal dissidents
whose presence would sully the clean
and orderly image of these showplaces
of Soviet achievement.

The intelligentsia, Shipler observes, is
gripped by a powerful contempt for
workers and peasants. Well-educated
Russians reflect their society’s general
lack of concern for the abused and in-
jured, whose very existence, because it
claghes with Soviet ideology, is categori-
cally denied. Writes Shipler: “Here at
the juncture of suffering and indiffer-
ence, exists the great vacuum of Soviet
society. Where social consciousness
should stand, a void, where outrage
should run, a drifting insensitivity.”

Shipler attributes what he calls “a
state of moral weightlessness” in the
Soviet Union to the absence of any sys-
tem of belief that is thorough and envel-

™| oping enough to satisfy the Russians’

historically ingrained need for some
truth, some abiding faith to guide their
lives. [deology, dead for years now, does
not provide it. Nor does religion, over
which the Communist Party keeps a
stranglehold. And patriotism, for all its
power, is not sufficiently comprehensive.
Shipler warns that the Russians’ ever-
growing thirst for Western material
goods does not indicate an attraction for
the democratic political systems that
produce them. Many more Soviet ciu-
zens are willing to risk imprisonment for
buying and selling jeans on the black
market than for advocating free speech.
Learning this was apparently a bitter
experience for the author. He says that
time spent in Russia ‘“corrodes the
American’s creed that freedom is man’s
natural state, and that all other condi-
tions are abnormal. ... And on some lev-
el, perhaps, we hate the Russians for
giving the lie to our innermost assump-
tions about humankind.”
MARK D'ANASTASIO
Mark D’Anastasio was recently ap-
pointed Moscow correspondent for
McGraw-Hill World News. a
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NOMENKLATURA: THE SOVIET RULING CLASS

| By Michael Vosiensky
Doublegay * 4550p * $19.95

ELITISTS WHO CONTROL

THE ‘WORKERS’

PARADISF’

he Soviet Union has gone to ex-
traordinary lengths to keep the
world from knowing just how
much its citizens suffer from the inequi-
tles and deprivatons of their Communist
state. Such knowledge would, of course,
make a mockery of the image that the
| relentless Soviet propaganda machine
projects of the e@untry as-a classless
soclety and proletarian paradise.
That is why Nomenklatura: The So-
net Ruling Class is such an important

book. (Nomenklatura is u Russian term
denoting the aggregate of people hold-
ing the most important party, state, and
civilian jobs in the Soviet Union.)-The
author, ‘Michael Voslensky, is a former
high-ranking Soviet historian and secre-
tary of the prestigious U.S. 8. R. Acade-
my of Seiences. [n 1972 he defected to
the West when Moscow denied. his re-
quest for an extension of his research
sabbatical at the University of Linz in
Austria. So fearful were Soviet leaders
of Voslensky’s potential to blacken their
image that KGB agents tried to kidnap
him. Immediately after, Voslensky be-
gan writing this book.

[n -addition to pointing up the class
nature of the Soviet ruling elite—a con-
dition that would presumably shock Karl
Marx—the book demonstrates how inef-
fectively Soviet leaders cope with in-
creasingly complex economic problems
at home and political problems on the
international level.

Voslensky, who is an engagingly ana-
lytical writer, offers an unprecedented
inside look at the nomenklatura. Al-
though his conclusions are familiar—he
describes its members as a self-perpetu-
ating elite more oppressive and exploit-
ative than the Czarist ruling class—his
method is unique. Basing his observa-
tions on decades of personal contact,
Voslensky examines, step.by. step, the
special sectors of Soviet society that to-
gether wield a monopoly of economic
and political power.

In a preface to the book, Milovan Dji-
las, a former Yugoslav political leader
whose 1946 classic, The New Class, first
exposed the development of Communist
Party oligarchies, writes: “{Voslensky]
presents a comprehensive and complete
picture of the Soviet system—a picture
that is exhaustive, meticulous, and well-
informed, one of the most complete, if
not the most complete ever.”

Voslensky traces the growth of the
nomenklatura class to the group of
professional party revolutionaries who
seized power from the Czarist aristocra-
cy under Lenin’s leadership in 1917. As
this new social class—composed of mem-
bers of the Communist Party apparatus
and the state bureaucracy—evolved, it
fortified and legalized its dominance
over the rest of the population. And
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| its own narrow ideology.

from the start. it displayed an innate

enmity toward all ideas differing from

Along the way, the new class progres-
sively increased its privileges vis-a-vis
the masses. [n erfect, Voslensky notes,
the privileged nomenklaturists have
confirmed the observation of Friedrich
Engels, the German Communist philoso-
pher, that “once in the saddle” a new
ruling class “has never failed to consoli-
date its rule at the expense of the work-

|
|
\
|

| ing class and to wansform social leader- |

ship into exploitation.”

The nomenklatura’s nucleus consists
of about 250.000 leading jobhoiders in
the party, state, military, and police ap-
paratus. Other members are the 500,000
occupants of the key posts in industrial.
scientific, and educational institutions.
All these positions—{rom the ruling Po-
litburo’s general secretary to the manag-
ers of important factories—are filled by
Communist Party committees whose at-
tention to a candidate’s professional
qualifications is overshadowed by their
concern about political fealty.

Once admitted to the ranks of the mo-
menklatura, an individual usually re-
mains a member for life. Voslensky
notes that the group represents the only
political force in Soviet society and that
its only purpose is to maintain its power
and privileges. Not only has it separated
itself from the rest of Soviet society and
from the outside worid, but internally it
has also established hierarchical ranks
where infighting is rampant.

While the nomenklaturists are not
actually proprietors, they siphon off
the profits of Soviet production, re-
warding themselves with high salaries,
dachas, private cars, trips abroad, ac-
cess to foreign goods, generous rations
at special state-run food stores, and
other goodies—all at state expense. De-
spite frequent propagand®“ campaigns
supposedly aimed at improving the econ-
omy’s efficiency, little sincere effort
is made to maximize its profitability,
Voslensky says, since the ruling class
is interested only in maintaining its
power, while the rest of society is given
just enough to keep up its capacity to
work. Lacking any prospects for reform,
the social system run by the nomen-
klaturists is driven by their self-indul-
gence and corruption inexorably to mili-
tary expansion.

Voslensky sees no end to the no-
menklatura’s stultifying grip on Soviet
society and its drive to expand its mili-
tary power. His assessment does not au-
gur well for future free-world relations
with the U.S.S. R.

MARK D'ANASTASIO
Mark D'Anastasio is Moscow bureau
chief for McGraw-Hill World News. »
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WILL SHOCK TREATMENT
BRING THE ECONOMY BACK TO LIFE?

“We've got the perfect economy,” says
a Soviet worker in a popular joke. “We
pretend to work, and they pretend to
pay us”

lowly, the pretense is ending. A

few days after taking power last

March, Mikhail Gorbachev made
labor discipline his top priority. Its ele-
ments were hardly radical. Gorbachev
demanded that workers report to work
sober—and actually perform while on
the job.

But for the cynical Soviet worker, ac-
customed to recurring wars on absentee-
ism and drunkenness, Gorbachev's seri-
ousness was like shock treatment. Gor-
bachev has mobilized the 18 million-
member Communist Party to put pres-
sure on every level of the Soviet Union’s
multilayered economy.

He has levied heavy fines on bosses
and workers who shirk and ordered
those who don’t comply with the new
rules to be fired or, in some cases, jailed.
Says a cab driver from Moscow's Taxi-
park No. 10, where supervisc=s now fine
drivers for unexcused absences: “We
should have been worrying about ques-
tions of discipline a long time ago, but

none of the other leaders ever gnt
around to it.”

Gorbachev knows that busting lazy
cabbies does not constitute an economic
policy. But it does get attention. Now, in
a series of steps announced over the
past six moanths, the shape of a rest
economic plan is emerging. Its key ele-
ments go like this:

O Reenemis reform. Gorbachev is broad-
ening to all industry an experiment be-
gun two years ago that boosts pay
incentives and gives managers some au-
tonomy. Gorbachev has also endorsed a
more flexible farm organization—a ma-
jor shift from the rigid 530-year-old
collective farming system imposed by
Stalin.

C Attacking the spparst The authority of
Gosplan, the once-omnipotent State Plan-

- I

Gorbachev is pushing

pay incentives, factory

autonomy, workplace
discipline, and high tech
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ning Committee, will be radically cur-
tailed. Factories will have more leeway
to set production targets and judge per-
formance. To drive the message home,
Gorbachev sacked planning chief Nikolai
Baibakov, who systematically opposed
structural reforms.

T Marnessing technology. Ylore than any
modern Soviet leader, Gorbachev—who
has degrees in law and agronomy—has
aligned himself with the country’s tech-
nocratic elite. He is backing a fuil-scale
computerization of the economy to halt
Russia’s alarming slide toward industrial
obsolescence (page 116).

Any attempt at broad-scale reform is
risky for a Soviet leader, and many vet-
eran Kremlin-watchers doubt that Gor-
bachev’s plans can succeed. ‘“The system
is bigger than he is,” says Soviet special-
ist Marshall I. Goldman of Wellesley
College. Nikita S. Khrushchev was
ousted after he disbanded a number of
Moscow ministries to try to break the
straitjacket of central planning. In 1966,
Prime Minister Aleksei N. Kosygin's
plan to grant autonomy to industrial en-
terprises failed to get off the ground.
And the most recent reformer, Yuri
Andropov, died before his crackdown

SPECIAL REPORT



DAVID HE HENCK /BW

on drunkenness had any real impact.

But the modern Soviet economy has |

never been in such dire shape as it is
today (chart). The economic machine
that Gorbachev wants to remodel is half

| the size of the U. 3. economy and slight-
| ly larger than Japan's. But more than
14% of its output goes for military |

spending, about twice the U.S. level

And arms plants have first call over ci- |

vilian industry for materials and equip-
ment, as well as top technicians and
skilled workers.

Gorbachev’s dilemma is that he must
keep his military happy while generating

| the growth that can put new goods into
| the ecivilian economy. GNP growth,
| healthy in the past by U.S. standards,

has siowed to an average of 2.2% in the
last five years, too sluggish to meet new
goals.

One reason is that net capital invest-
ment, which once fueled growth rates of
8%, has ground to a hait. The rate of
amortization, or depreciation of equip-
ment, now exceeds the rate of invest-
ment. “The Soviets are decapitalizing
the economy,” says Jan Vanous, re-

| search director of PlanEcon I[nc. in

Washington. “They’re mortgaging the
country’s future.”

NOTHING TO BUY. Behind the economic
figures lies a grim reality for long-suf-
fering Soviet consumers. Soviet industry
cannot provide the country’s citizens
with reliable supplies of ordinary goods,
from chewing gum to fashionable dress-
es. A 359 Sony Walkman, unheard-of in
Soviet stores, commands 3620 on the
black market in Moscow. With few con-
sumer goods to buy, Soviet citizens save
a huge proportion of their meager earn-
ings. “The state gives me almost every-

thing [ need free or cheaply, and most
everything else [ want isn't in the
stores,” explains a worker in a Moscow
shoe factory.

Gorbachev's agenda is barely eight
months old, but already the economy ap-
pears to be picking up speed. Despite a
severe winter, industrial producton for
the first nine months of 1985 was 3.7%
greater than it was for the same period
last year. A swong third quarter pro-
duced a 3% gain over the same period in
1984, and labor productvity, the target
of Gorbachev’s discipline campaign,
jumped 3.3%.

Favorable results may be boosting the
- I

Gorbachev likes the idea
of ‘superministries’
that eliminate duplication
in the vast bureaucracy

0 N
case for rapid-fire change, but Soviet of-
ficials are trying not to raise expecta-
tons they can’t fulfill. “We can't rock
the boat too much,” says Alexander Bo-
vin, a2 commentator for the government
newspaper [zvestia. ‘‘Radical change
doesn’t mean instantaneous change.”
The easy reforms have already been
made. The campaign against drunken-
ness, for instance, came literally over-
night. While mingling with a crowd of
citizens in Leningrad this spring, Gorba-
chev was asked when he was going to
crack down on drunks. The newly i
stalled party boss smiled benignily
answered that, coinciden *‘some

measures’’ would be taken the very next
day. The curious comrade might wish
she had never asked. Without warning,
Gorbachev shut down aimost all the
country’s hard liquor stores, slashed
vodka production, and forbade restau-
rants to serve drinks before 2 p.m.
Drunkenness at the workplace, once
common, now triggers a 30 ruble, or 369,
fine—about one-fourth of a worker’s av-
erage monthly pay.

The most significant change to date is
probably the management experiment, |
called the “new economic mechanism,”
that Andropov started and Gorbachev is
broadening. Now confined to 25 minis-
tries that are responsible for 12% of in-
dustrial output, the economic reform will
be extended to half of Soviet industry
next year and throughout the country
by 1987.
81G CARROTS. Giving a priorityto mod-
ernizing- existing plants and eqmpment
over new industrial and resource proj
ects represents a major shift in empha-
sis. Until recently, the government de-
voted nearly 40% of all capital
investment to developing Seviet oil and
gas reserves. The deliberate change of
emphasis may explain in part why Soviet-
oil production is off 4% from last year.
Some Westerners think the government
is wisely giving up searching for the
last, costly barrel of oil.

In other areas, Gorbachev is attempt-
ing to shift priorities by offering some
big carrots to factory managers who
meet their goals. [nstead of sending all
of their revenues back to the ministries,
which calculate profits and return funds

k-{:t0 the plants in the form of investment

allocations, managers can now keep

some of their earnings to spend on plant
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retooling, bonuses, and fringe benefits.

Plant bosses are adding a large por-
tion of these retained profits to salaries.
At the Sibelektroterm furnace plant, for
instance, some workers are earning 500
rubles, or 3610, a month—as much as
the factory manager (page 111). A few
factories earning hard currency for the
state can now keep 40% of their reve-
nues. Previously, the Moscow ministries
confiscated hard-<currency earnings t
redistribute them as they saw fit.

As part of the remaking of Gosplan,

production targets and bonus threshoids
are now calculated at the plants rather
than by Moscow bean-counters. “Enter
prises know the market demand better,
and they know their own possibilities
better,” admits Vladimir G. Kostakov,
deputy director of the Gosplan Economic
Research Insttute.
MERIT RAises. But along with the new
carrots, the experiment introduces new
sticks. With salary bonuses and “social
fund” investments for new housing and
cultural facilities directly linked to goals,
the thousands of factories that never
achieve their targets will see their re-
sources shrink. And the experiment has
a “sunset” clause aimed at phasing out
antiquated merchandise.

In conjunction with the experiment,
the Soviets are changing labor condi-
tions profoundly in industry and agricul-
ture. Half the nation’s factories now pay
salaries to “brigades,” teams of a dozen

‘or more workers with different skills

that sign a contract to perfort certain
tasks. An assembly line at the Fiat plant
in Togliatti, for example, may agree to
install engines in several thousand chas-
sis a month. If they achieve their plan,
the factory pays the assembly brigade,
and a brigade council of three or four
workers then allocates salaries, based on
attendance and individual productivity.
Before, all workers received the same
salary and bonuses regardless of how
much or little they, worked. . .

The brigade is a truly radical
change for farmers, for wi collectiv-
ized agriculture has meant-the country’s
lowest wages—about $150 a month—for
the hardest work. Suddenly, initiative is
no longer a dirty word. “The more the
brigades produce, the more they eat,”
explains Aleksei A. Vershinin, director
of the Institute of Agricultural Econom-
ics at Novosibirsk. Although Soviet offi-
cials squirm at the notion, the brigade
system in agriculture has meant the re-
introduction of family farming in some
parts of the country.

The ultimate purpose of the brigade
system and other workplace changes,
such as managers’ new authority to dole
out 30% merit raises, is to compensate
for severe Soviet labor shortages with
enhanced productivity. Another key ac-
tion is the proposed abolition of “produc-
ton associations,” bureaucracies that
push paper between factories and the

Moscow ministries. That should put a

small army of bureaucrats out of work
and at the same time increase the auton-
omy of the working-level managers.

While squeezing out the middlemen. |

Gorbachev wants to create ‘‘super-

ministries” to eliminate overlap and du- |

plication in the existing system. He has

already formed a top level Bureau of |
Machine Building to coordinate the work |

of 10 ministries overseeing machine
manufacturing. And Soviet officials
promise that a superministry to coordi-
nate the 13 agencies now in charge of
agriculture will appear shortly.

UNDERGROUND ECONOMY. Gorbachev
borrowed the idea of erasing the middle-
tier bureaucracy from Tatyana [. Zas-

lavskaya, a sociologist at the Novosi- |
birsk I[nstitute of Organization & |
Economics of [ndustrial Production. The |

institute's former director, Abel G.
Aganbegyan, has long been considered
the most vocal proponent of appiying
Western-style management techniques
to the Soviet economy. Gorbachev has
now brought Aganbegyan to Moscow to
advise him on economic affairs.
Another page taken from the Novosi-
birsk book is the extension of private
enterprise to services. Practically any
service worth having, from car repair to
a quality manicure, can be gotten only
nalyevo, meaning ‘“on the left,” or on
e black market. Aganbegyan and oth-
rs advocate legalizing parts of the vast
unofficial service economy, which em-
ploys 20 million people and has an annu-
al turnover of about 6 billion rubles, or
$7.3 billion, according to /zvestia.
Soviets believe Gorbachev will broad-
en the now-limited foray into free enter-
prise. In Estonia and Georgia, for in-
stance, craftsmen and repairmen are
allowed to freelance after work. In Mos-
cow, the Kiev Photo Assn. recently

started an incentive plan that permits

photographers to keep three-quarters of
all revenues earned after goals are met.
The resuits are obvious: In a back-alley
studio, a young photographer with a 30-
year-old wooden box camera attends to
customers with speed and courtesy rare-
ly seen in the capital city.

But these are individual examples.
Overall, management experts are pessi-
mistic about fundamental change. A
Westerner who has been watching the
experiment in the huge Fiat factory in
Togliatti has seen qualitative improve-
ments in production techniques, for
which he credits the plant's “first-rate
technicians.” But as for managing the
experiment, “no one is willing to take
responsibility or chances,” he says. “It's
the legacy of the system they’ve worked
in for years.” History may prove this
critic right—but Mikhail Gorbachev will
certainly get credit for trying.

By Mark D'Anastasio in Moscow

SPECIAL REPORT
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THE SOVIETS END'THEIR SILENCE |
—BUT THE DAMAGE KEEPS MOUNTING e

The Soviet television reporter’s voice

on a busy street corner in Kiev,
mi. south of the site of the worst nucles®®
accident in history, he conceded that the
situaton at the stricken Chernobyl pow-
er plant remained “complicated.” But, he
told millions of viewers, “everything was
under strict control.”

Such assurances, though, did little to
instill confidence, either inside the Soviet
Union or throughout the world. After
more than a week of fending off de-
mands for information about the disas-
ter, the Soviets finally opened up. Yet
Russian press announcements carried an
ominous undertone that suggested the
worst may stll lie ahead. Says one

Ukrainian woman who fled to Moscow:

“I'm used to not knowing most of what

is going on in my country, but in this
case [ am deeply scared.”

PAMIC BUYING. Such fear is understand-
able—and contagious. With detectors
around the world picking up radiation
from the errant reactor—fallout was
first detected in U.S. rainwater on May
6—there could be no question that Mos-
cow’s problem wasn't its alone. For Sovi-
et leader Mikhail Gorbachev, the political
and economic consequences in Europe
were mounting.

European governments warned people
living in the countryside not to drink
rainwater. Children were told not to
drink milk, and farmers were instructed

was calm and reassuring. Standing

to keep their cows indoors. Official

warnings about eating fresh foods trig-

gered panic buying of frozen vegetables

"in [taly. German tabloids bore headlines

screaming, “Atom-Angst.” Sweden, Aus-
tria, and Italy all took individual steps to
curb fpesh-food imports from the Soviet
bloc. The 12-nation European Communi-
ty on May 7 banned fresh-food imports
from the Soviet Union, Poland, Czecho-
slovakia, Hungary, Romania, and Bul-
garia—countries within a 625-mi. radius
of the stricken reactor.

I

Pravda: ‘One should not
develop an excessively
. cheerful attitude’

E———

The ban will jeopardize agricuitural
exports from Eastern Europe that are
worth 3500 million a year. The EC barred
fresh meat, poultry, milk, vegetables,
fruit, and fish for an indefinite period of
time. Hungary, Romania, and Bulgaria,
in particular, will suffer losses on their
early crops.

The effect on Soviet production is the
biggest imponderable, since no one in
the West knows how much land has
been contaminated—or how badly. With
Soviet water supplies almost certainly
affected, the damage could be extensive.

Even so, commodity markets, after ini-
tal alarums, concluded that the"world
food giut will prevent run-up in
prices as a result of the disaster (box).

The political consequences of Cherno-
byl are easier to divine. West German
Chancellor Helmut Kohl's Christian
Democratic Union, which strongly sup-
ports nuclear power, faces a critical elec-
tion in the province of Lower Saxony in
early June. As a result of the disaster,
the Greens, Germany’s environmental
party, now stand to make significant
gains—enough perhaps to tip the bal-
ance to the opposition Social Democrats.
DELAYED OgBATR. While there may not
be electoral consequences elsewhere in
Europe, the immediate political effect
will be to further delay nuclear power
development. Britain had planned t
start debate soon on a new generation of
reactors. That's now unlikely. In Hok
land, the government postponed until af-
ter May 21 elections a pariiamentary de-
bate over whether to build more nuclear
power plants.

In Eastern Europe, the effect of Cher-
nobyl may be greatest where the fallout
was highest—in Poland. Some Western
analysts believe that the disaster will
rekindle opposition to Polish leader Gen-
eral Wojciech Jaruzelski. It could also
cause problems for the Soviets in Hun-
gary, where environmentalism is already

a potent rallying cry for government
critics. In East Germany, the govern-
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| ment fears the spread of Greens and

| other dissidents. To help bolster its al-
| lies, the Soviets could be obliged to offer |

new economic help—such as lower |
prices on Soviet oil—at next month’s |
meeting of Comecon, the Eastern bloc’'s
economic organization.

[n the West, the initial condemnations
of the Soviet Union's failure to warn its |
neighbors about the accident were di- |
minishing. But that may have little to do |
with the government's belated attempts |

|

to repair the damage done to its image.
Rather, as details of the extent of the |
disaster became known, sympathy |

tinged with horror began to supplant |

public anger. 1

oamMMING O&TAILS. Official reaction was |

| also muted. At the Tokyo summit, Presi-

| tively mild chiding of Moscow in their

|
dent Reagan and his fellow heads of |
government limited themselves to a rela-

formal communiqué. That restraint
stems in part from private fears that
stronger comments might serve only to
heighten public opposition to nuclear
power in their own countries—all of
which have large nuclear programs.

Despite Soviet denunciations of the
foreign press for engaging in hysterical
speculation, the details they disclosed
were more damning than most earlier
Western reports. Boris Shcherbina, chief
of the government commission investi-
gating the accident, revealed that half
the 49,000 people evacuated from the vi-
cinity of the Chernobyl plant weren't
bused away until 36 hours after a chemi-
cal explosion blew the reactor building
apart on Apr. 26. Even the 25,000 resi-
dents of the nearby town of Pripyat,
who were evacuated immediately, were
moved only 9 mi. away—still well within
the danger zone. Shcherbina attributed
the delay to “serious miscalculations on
the part of local officials.”

Government authorities also waited 10
days before cautioning the 2.3 million
residents of Kiev to take measures to
safeguard their health. Now, thousands
of Kiev residents are trying to flee. And
Moscow belatedly acknowledged that ra-
dioactive fallout could affect not just the
Ukraine but also Byelorussia and Molda-
via—provinces to the north and south.

As the Soviet government began to
tell its own citizens what happened, a
disturbing tone emerged. On May 6, for
example, the official newspaper Pravda
warned that “one should not develop an
excessively optimistic and cheerful atti-
tude.” [n another article, two Pravda
correspondents who viewed the disas-
ter’s epicenter from a helicopter warned
that the situation remains ‘“‘complicated
as it was before.”

The fire, the Soviets conceded, was
still smoidering and radiation was still
being released. Crews in protective
clothing struggled to maintain cooling

IN THE FUTURES PITS,
THE BAD NEWS WASN'T BAD ENOUGH

ommodity futures traders are old

hands at profiting from such nat-

ural disasters as droughts,
floods, and crop failures. So when
word of the recent Soviet nuclear ca-
tastrophe filtered out, U. S. markets re-
sponded quickly and violently—oprices
of everything from wheat to crude oil
skyrocketed amid predictions of Rus-
sian food and fuel shortages (chart).
Some traders even began betting that
U.S. inflation would be rekindled as
massive Soviet grain purchases put up-
ward pressure on prices.

But as more information becomes
available about the Chernobyl disaster
and as the problems arising from it
come into better perspective, what is
clear is that it will not spur a major
commodities rebound.. “What we had

Gerry M. Hildebrandt, vice-president
for research at Clayton Brokerage Co.
Even if 20% of the Ukrainian grain
crop is destroyed because of Cherno-
byl, the Russians would need to buy
only about 300 million bu. of corn.
“That’s just not that dramatic, and it
won't have much impact on gram,”
says Hildebrandt. Grain prices got a
small boost last week because of dry
conditions in major planting regions,
but such worries aren’t serious enough
to prompt a major advance. And the
phasing-in of new, lower federal crop-
support levels this year should more
than negate any price impact of dry
weather. = - . = L tenl
Oil fatures benefited” from predic-

- tions that the Russians would decrease

R L

s Al the, void,"_ says’ Gary” Dorseh, -
et: economist’ at’:

"fraction’of their oil capacity. That un- |

used ‘supply goes a long” way, toward ,
preventing a rally, he adds. .. ;77
. HAMMERED QOLD. An early start to the
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systems at the other three reactors on
the site. Soviet officials appeared wor-
ried that a companion reactor was so
badly damaged that it, too, might fail.
Other workers struggled to erect an
earthen barrier to prevent contaminated
water from flowing into the Pripvat Riv-
er—a tributary of the Dnieper. That riv-
er provides irrigation and drinking water
for much of the Ukraine.

Some water contamination seems inev-
| itable. The radioactive fallout that blan-
| keted a wide area will seep into the wa-
| ter supply. And the bulldozers arrived

too late to prevent most of the damaged

|
|
|
|
[

l

reactor's cooling water—an enormous
volume—from flowing into the Pripyat.
Speculates one Western observer: “If
they didn't believe there was a high risk
of contaminating the Dnieper, they sim-
ply wouldn't have. brought up the issue.
They could be preparing the public for
the worst.” Almost two weeks after the
Chernobyl incident, it was clear the Sovi-
ets were still engaged in a frantic strug-
gle to get the situation under control.
By Mark D'Anastasio in Moscow. Fre-
deric A. Miller in Bonn, Joyce Heard in

Brusseis, Bill Javetski in Washington, and |

William J. Holstein in New York

| CAPITOL HILL

|

'BATTLING THE BACKLASH
'AGAINST NUCLEAR ENERGY

7=
LOGEYIST XUNNM: “THE PHONES WIRE

he Apr. 26 Chernobyl nuclear di-

saster represents the most serious

challenge to U.S. nuclear utilities
since the 1979 accident at Three Mile
[sland. But instead of treating the inci-
| dent as a setback, the industry is view-
| ing it as a potential public-relations bo-
nanza. Pronuclear forces have launched
a major lobbying drive aimed at high-
lighting the contrasts in safety practices
in the U.S. and the Soviet Union. But
given the strong political and economic
resistance to new plant construction in
the U. S., the best the industry can hope
for is to head off any new restrictions
from Congress and regulators.

“We knew from the start that Cherno-
byl would have an impact here,” says
Thomas R. Kuhn, executive vice-presi-
dent of the Edison Electric Institute.
t“'I'he phones were absolutely ringing off

the hook.” As the disaster heightened
public fear of nuclear power, utility
stock prices fell, and key legisiators be-
gan to signal a tougher line toward the
industry. Lawmakers are more likely to
respond to the concerns of their constitu-
ents, who often don’t understand “nucle-
ar mumbo-jumbo from the industry,”
says a Democratic House aide.

INDUSTRY POWWOW. [n response, top ex-
ecutives of EEI, the Atomic Industrial
Forum, the Committee for Energy
Awareness, and the American Nuclear
Energy Council met in Washington on
May 2 to plan their offensive. The
groups represent virtually every U.S.
electric utility, nuclear-equipment mak-
er, and uranium supplier. The officials
decided to launch an allout effort to
show the superiority of U. S. technology,
engineering, and operating procedures.

try commitment to safety,” says Kuhn.

On May 7, William S. Lee, chairman
and chief executive of Duke Power Co.
and a longtime nuclear-safety advocate,
kicked off the campaign. [n an appear-
ance before the New York Society of
Security Analysts, Lee assured the fi-
nancial community that the industry did |
not expect Chernobyl to lead to addition- |
al delays in the nearly two dozen U.S.
plants now nearing completion. Those
plants have already cost the industry |
nearly 360 billion.

Meanwhile, the Committee for Energy |
Awareness, an industry information |
clearinghouse, prepared a pro-industry |
newspaper ad blitz and ordered public-
opinion polls on U.S. attitudes toward
nuclear power. [ndustry officials made
plans to brief key members of Congress
and their staffs on May 3 and laid on a
heavy round of media briefings.

[n mid-May, a two-day rally will bring
hundreds of nuclear-power executives to
Capitol Hill to sing the industry’s
praises. The rally is an annual event, but
post-Chernobyl jitters give the gathering
a new purpose. The industry’s key goal
will be to influence a pending House
Interior Committee vote on legisiadon to
renew nuclear accident-liability insur-
ance programs. The utilities want to lim-
it liability from nuclear accidents to 32.4
billion. But there is strong sentiment for
hiking the liability limit to 38 billion.
srAvE FrRONT. Despite the big offensive,
it's unlikely that industry attempts to
praise U.S. nuclear safety practices will
win many new converts. Debates contin-
ue to rage over unresolved emergency-
evacuation procedures at Long Island
Lighting Co.’s Shoreham plant and Pub-
lic Service Co. of New Hampshire's Sea-
brook No.1 facility. Public Citizen, a
group founded by consumer activist
Ralph Nader, has issued a report alleg-
ing that more than 20,000 mishaps have
occurred at U.S. reactors since Three
Mile Island, including more than 1,000
incidents that the Nuclear Regulatory
Commission considers “significant.” And
critics note that five Tennessee Valley
Authority nuclear plants, pius one Tole-
do Edison Co. facility, are shut down for
safety reasons.

Antinuclear groups already have
notched one apparent victory. Support
for legislation to simplify power-plant li-
censing procedures, which was picking
up steam just before the Chernobyl acci-
dent, has now faded. Although they are
putting up a brave front, nuclear indus-
try insiders privately concede that the
name of the game now is really damage
control.

By Barbara Starr and Richard Hoppe in
Washington
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GORBACHEV NEEDS
'ALL THE POWER HE CAN GET

| SLIM ECONOMIC GAINS AND THE END OF THOUSANDS OFJOBS WILL TEST HIS STRENGTH

' early a year after taking over as |
‘ General Secretary of the Com-
munist Party, Soviet leader Mik-

hail S. Gorbachev will be invested with
the full powers of his office in a Kremilin
ritual as traditional as the coronation of
a czar. From Feb. 25 to Mar. 7, some
3.000 delegates from the 15 Soviet re-
publics to the party’s 27th congress will
rubber-stamp a new ideological program
and organizational rules drawn up under
Gorbachev’s supervision.

More important, the congress will ap-
prove a five-year economic plan, drast-
cally rewritten on Gorbachev’s orders,
that will provide the framework for his
attempted overhaul of the sputtering So-
viet economy. To provide political back-
ing for this effort, the meeting in the
marble-and-glass Palace of Congresses
will elect a 330-member Central Commit-
tee, the party’s main policymaking body,
that will be packed with Gorbachev sup-
porters. [n turn, the Central Committee
will ratify a 12-member Poiitburo, the

Kremilin's inner circle of power, that al-
| ready includes a majority in favor of
economic reforms.

BAD LucK. Gorbachev will need all that
support—and more: His much-bally-
hooed campaign to cut red tape, enforce
“discipline” on managers and workers,
and crack down on corruption and
drunkenness has failed to spur the econ-
omy. Jan Vanous, research director of
Washington-based PlanEcon Inc., est-
mates that growth of net material prod-

| uct, the Soviet measure of economic out-

put, slipped to 3.1% in 1985, down from
3.2% in 1984. Bad luck caused much of
the siowdown: Gorbachev came to office
with Soviet transport snaried by the se-
verest winter in half a century, in a year
when export prices for oil and gas—the
Soviets’ chief hard-currency earners—
were sliding (BW—Feb. 17). Whatever
the cause of the problems, Gorbachev’s
meager achievements will make it hard-
er for him to push his program against
remaining skeptics within the party and
inertia within the vast bureaucracy.

A test of Gorbachev's strength may
come soon. In November, h~ put thou-
sands of bureaucrats out of jobs by col-
lapsing five agro-industrial ministries
into a leaner “‘superministry.” He is ex-

pected to push similar consolidations in
energy and transport, creating waves of
resentment and apprehension. Bureau-
crats laid off in November were given
three months’ full pay—the Soviet
Union'’s first awarding of unemployment
benefits. But Vladimir Kostakov, deputy
director of the State Planning Commit-
tee's research institute, predicts that
manpower redeployment may temporar-
ily cost 19 million workers their jobs
over the next 15 years. In a country
where the constitution guarantees every
citizen a job, such a prospect is bound to
stir a political backlash.

One tack by Gorbachev to deflect op-
position, Soviet sources say, will be to

denounce predecessor Leonid [. Brezh-
nev in his keynote address to the con-
gress. [n doing so, he will lay the blame
on Brezhnev and his cronies—some of
them still in influential positions—for
smothering economic reform and letting
the country slide into corruption and al-
coholism. “Gorbachev will name names,”
predicts an East European ambassador
in Moscow. His speech may not be pub-
lished in full. But the media-savvy Gor-
bachev may hold a press conference for
foreign journalists—the first ever by a
Soviet leader in Moscow—to exploit the
presence of an unprecedented 2,500 visit-
ing journalists, including American TV
anchors.
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Qne aim will be promotion of his pro-
posals to negotiate the eventual abolition
of strategic nuclear missiles and, most
recently, the dismantling of Soviet and
U.S. intermediate-range missiles in Eu-
rope. Gorbachev wants to “take the ini-
tiative away from President Reagan in
shaping the political climate and the
agenda for the next summit,” says a
Western observer in Moscow. Neverthe-
less, U.S. and European officials are in-
terested in his intermediate-missile offer,
although they say Gorbachev would
have to back down on his demand that
Britain and France freeze their nuclear
weapons programs. Gorbachev's man-
date from the party congress will
strengthen his ability to negotiate seri-
ously on such issues.

Although Gorbachev has been hit by
economic misfortunes, he has also been
“fantastically lucky,” says a State Dept
official. “He walked into a system ripe
for change and just at the right time
before the congress. Statements of his
policies are being written now by his
people to be consecrated by the congress
as natonal policy for the next five
years.”

REWARDS ANO PENALTIES. So far the eco-
nomic strategy that Gorbachev has
sketched is ambitious in its goals but
hardly revolutionary in its methods. Ac-
cording to Ed A. Hewett, a senior fellow
at the Brookings Institution, it calls for
annual growth in net material product of
up to 4.17 between 1986 and 1990 and
more than 3¢ in the 1990s. Gorbachev

| proposes to achieve his economic gains

mainly by increasing the productvity of
managers and workers, using a combina-
tion of administrative and economic re-
wards and penalties.

As part of his strategy, Gorbachev in-
tends to give managers of factories and
other enterprises somewhat greater au-
tonomy in making decisions. “Gorba-
chev’s overriding conviction seems to be
that if he can get the right people into
the right jobs, the system can be made
to work,” says the State Dept. official.
“He does not seem to feel the need for
any grand new designs. He is no Deng
Xiaoping but a tough, confident, able
repairman.”

Such tinkering, many Westerners ar-
gue, will achieve only marginal improve-
ments in Soviet economic performance.
Hewett, for one, believes that a debate
over more fundamental reforms will
flare up after a few years, when the
shortcomings of Gorbachev's strategy
become apparent. If Gorbachev then de-
cides he must push for more far-reach-
ing economic changes, he will badly need
all the authority and political power con-
ferred on him by the 27th congress.

By Mark D'dnastasio in Moscow. Boyd
France in Washington. and John Pearson
‘n New York, utth bureau reports

| PHILIPPINES

' THE ECONCMIC SLEDGEHAMMER
'ABOUT TO LAND ON MARCOS

\
i

hilippine President Ferdinand E. | er Philip C. Habib. But if Congress puts
Marcos might have thought the

worst was over. After all, the Na-
tional Assembly on Feb. 15 proclaimed
him the winner of a fraud-ridden elec-
tion, officially ending a bitter campaign.
[nstead, Marcos now faces an all-out
economic assault. Opposition leader Cor-
azon C. Aquino hopes to force Marcos to
resign by attacking businesses run by
his cohorts. And the U.S. Congress and
international bankers are about to put
him through a financial wringer.
Aquino appeared on Feb. 16 before
more than half a million supporters,
many dressed in her trademark yellow,
to rally support for a Gandhi-like nonvio-
lent struggle. The former housewife

BURNING N IFFGT: MARCOS FACIS A
CAMPAISN OF BOVCOTTS AND STRINES

hopes her campaign of boycotts and a
one-day national strike will bring Mar-
cos’ economic and political machinery to
a halt. Says economist Jesus P. Estani-
slao: “She’s saying, ‘You claim you vot-
ed for me. Now let's count the votes in
the economic sphere.’”

Aquino will get help from Washing-
ton. Congressional reaction to the rigged
elections is so strong that a move to
place this year’s $236 million in economic
and military aid in escrow seems likely.
President Reagan, who initially discount-
ed election fraud, is now accusing Mar-
cos of being primarily responsible. The
Administration has not taken a position
on aid, pending a report by troubleshoot-

aid on hold, Reagan may well accede.
Marcos' relations with the [nternation-
al Monetary Fund and foreign banks are
already at an impasse. Because of the
political uncertainty, the IMF has delayed
a review of the Philippine economy. The
delay is holding up the next 3225 million
installment of an IMF loan as well as

3350 million in commercial bank loans. |

“[f things are disrupted. it's not possible
for the IMF to have any meaningful dis-
cussion,” says a financial source. The
stalemate puts pressure on Marcos, who
will have to reschedule the Philippines’
325.6 billion debt—perhaps by summer.
CHOICE TARGETS. Marcos' men are des-
perately trying to turn around an econo-
my that seems headed for a third
straight year of contraction. To make
matters worse, Marcos' election hand-
outs caused the money supply to balloon
30 grotesquely that the central bank had
to raise interest rates by 30% in one day
to prevent a resurgence of double-digit
inflation. The peso has slipped about 15%
from its pre-election level as worried in-
vestors and speculators move capital
into dollars.

As part of her push to get Marcos out,
Aquino has picked big targets. Her boy-
cott list includes seven banks, one of
which is chaired by Eduardo M. Co-
juangco Jr., who controls the country’s
coconut monopoly. Cojuangco, a major
Marcos supporter, is also chairman of
brewer San Miguel Corp., another
Aquino target. San Miguel's stock price
dropped 207 on the first day of the boy-
cott, and the banks have been hit by
withdrawals. Says one Aquino adviser:
“We hope this campaign, combined with
pressure from outside, will bring tre-
mendous pressure on Marcos from with-
in our own government.”

Marcos backers insist they will ride
out the storm. “Resign? [ can't see any
reason to resign,” said Marcos, sitting
amid the red velvet and gold-painted fur-
niture of Malacanang Palace. But de-
pending on the support she receives,
Aquino will call for broader actions. She
hopes to trigger the resignation of the
key technocrats who manage the na-
don's economy. And worsening economic
conditions could foment dissent within
the army, whose role will be critical dur-
ing any strikes or demonstrations. Mar-
cos could soon find that his ability to
govern has all but vanished.

By Dori Jones Yang and Dorinda Elliott in
Manila, with Boyd France in Washington
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