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ABSTRACT

This- is a summary of a report which presents a method for conducting

comparisons of US and Soviet economies during recovery from nuclear war.

Comparative issues are identified and their general rationale discussed.

The report suggests that previous comparative studies have been too limited

in scope and did not employ a method for systematically isolating key dif-

ferences between the two economies.

DISCLAIMER

The view and conclusions contained in this document are those of the

authors and should not be interpreted as necessarily representing the of-

ficial policies, either expressed or implied, of the Federal Emergency

Management Anency or other agencies of the United States Government.

CONTRACTUAL NOTE

Technical Note CEPR-TN-7932-2 and its summary were prepared in ful-

fillnent of Task Two under Contract DCPAOI-78-C-0309.
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I. OBJECTIVE

The objective of the report is to develop an approach to and identify

key issues in a comparative assessment of the ability of the US and USSR to

recover from a major catastrophe, such as for example, a nuclear attack.

11. BACKGROUND

The analysis was undertaken as part of the Federal Emergency Management

Agency's (then the Defense Civil Preparedness Agency) support to the Joint

Chiefs of Staff's Comparative Recovery Study (COPRA). In the early stages

of that effort it became clear that a socio-economic framework needed to be
formulated to evaluate each country's potential to recover from various post-

nuclear war situations. The majority of previously completed recovery

analyses focused on just the economic portion of the total societal system,

with particular attention given to the process by which productive capacity

would be rebuilt for both defense and non-defense purposes.

IlI. ORGANIZATION OF THE REPORT

The report begins with a description of the factors which influence the

development of an analytical framework. Next, important new approaches to the

study of comparative economic systems now appearing in the literature are

discussed. These involve a focus on the decision-making functions that have

to be performed in all economies in order for economic activity to take place.

The report then discusses some of the salient features of the US and Soviet

economies within the categories of this structural-functional method. In

its final section, the report identifies issues areas and within each a

number of issues are thought to have effects on recovery capability. The

next steps in the development of net assessments of US/USSR post-nuclear

recovery potential are also outlined.

Stated simply, what is suggested is that the structural-functional approach

provides the basis for Isolating key differences between the US and USSR as

assessments are conducted for each major recovery Issue. The results of the

systematic evaluation of the individual issues are then integrated to complete

a net assessment of comparative recovery capability.



IV. FACTORS THAT INFLUENCE COMPARISON OF RECOVERY POTENTIAL

Five'factors influence our ability to measure recovery capability.

They are: (1) the stages of preparedness and recovery and the concept

of continuity of economic processes; (2) uncertainties in the initial

conditionr; (3) distinguishing features of the recovery environment; (4)

political and economic objectives, and; (5) the comparative time period.

A. Continuity of Economic Processes

Traditional analyses of recovery divide the phenomena into three stages:

survival; reorganization, and; recovery. This tends to understate the basic

continuity of economic processes which for all but the most severe cases of

industrial damage, can be expected to characterize key aspects of the eco-

nomy's functioning as it is transformed from a peacetime state, through

mobilization and transwar stages and then into the three distinct components

of the post-war environment. The continuity of economic process provides a

bound on the uncertainties associated with measuring economic capability and

performance.

B. Initial Conditions

While uncertainties exist regarding the probable damage to military forces

and capital stock, as well as population fatalities from a given nuclear ex-

change, a major problem for recovery analysts is that numerous items of

importance are not measured by existing damage assessment procedures. That

is. models constructed to evaluate attack effects do not include variables

which the recovery analyst considers critical to his or her assessments. What

is needed is a method to develop a consistent, comprehensive description of

the recovery environment.

C. Distinguishing Features of the Recovery Environment

Scenarios containing chronologically sequenced events have been the prin-

cipal analytical technique for evaluating recovery capability in previous



government studies. Yet, scenario dependence of the comparative results has

often limited ability to generalize the findings. A survey of a wide range

of recovery scenarios led to the identification of a set of distinguishing

features which can be used to describe alternative environments. These

factors are: nature of political control; economic organization; threats

and resources from the external world; nature of external relations, and

thc initial recovery base.

The second major finding of the survey of recovery scenarios was that

key elements were often inconsistent. This led to the development of a

method which has been used sucessfully to formulate comprehensive statements

about alternative recovery environments. The major elements of this method

are: selection of a theme which conditions all aspects of political-economic-

military activities within the case study; development of national objectives

and policy guidelines, and; development of economic targets (statements of

desired performanceover time). Once completed in this manner elements of the

postulated environment can be tested to determine what makes a difference in

achieving specific political-economic objectives. It is from a series of

such analyses that one gains a better understanding of recovery phenomena.

D. The Difficult Problem of Setting Goals and Formulating Policy Guidelines

The national objectives which will provide the basis for preparing policy

guidelines are formulated to be consistent with the theme of the particular

recovery environment being examined. The national goals are broad in nature

but are the source of subsequent assumptions regarding policy guidelines;

plan formulation principles, and; behavioral characteristics relating to plan

implementation.

E. Comparative Time Periods

Reemergence of power in political, military and economic terms and the

willingness to use that power is the central comparative issue. Clearly this

ability will change over time during the post-war period. It is therefore

useful to examine the importance of particular recovery issues as they vary

3



within three time periods: The immediate period following termination of

hostilities; the near-to-mid term period, perhaps two-to-six years following

termination of hostilities (considered the most important in comparative

recovery analysis, it is in this period that any major assymetries in tle

comparative ability to use effectively national power could significantly

affect US national interests); and the mid-to-long term period, perhaps

six-to-fifteen years following termination of hostilities. Of the three

tht- mid-to-long tern, is probably the least important.

V. COMPARATIVE ECONOMIC SYSTEMS

One of the important new trends in the study of comparative economic

systems is the decision-making, functional approach. In this approach, the

focus is placed on the major functions, related to decision-making, in an

economic system, and the structures within a system for performing these

functions. There are several ways in which the functional structures,

affecting decison-making, can be delineated. One such scheme is as follows:

A. The system's objective structure;

B. Organizational structure;

C. Information structure;

D. Motivation and incentive structure;

E. Economic interaction, coordination structure.

This approach to the study of comparative economic systems views the

economic system as a set of interrelated structures for the making of decisions

in regard to the economic phenomena of production, distribution, and consumption.

The process of decision-making is seen to involve the establishment of societal

goals (the objectives structure), the distribution of authority and power to

make decisions (the organizational structue), the provision of information to

decision-makers to enable them to make meaningful decisions (the information

structure), the mechanisms by which decision-makers can implement their

decisions (the motivation structure), and the means for coordinating, on a

system-wide basis, the decision of individual decision-makers (the coordination

structure).
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The report in Chapter III explains in detail each of the functional

structures. The highlights of the descriptions are given in Table 1.

Brief descriptions are presented in Chapter IV of the salient features of

the US and Soviet economies in peacetime using a decision-making functional

structures approach.

VI. KEY COMPARATIVE ISSUE AREAS

The final section of the report identifies key issues that would

comprise major areas of study under a comparative recovery assessment. The

major steps in conducting a comparative assessment are also outlined.

A. Issues Areas for Comparative Analysis

Comparative issues relate to a society's mobilization of resources and

use of institutions to achieve both domestic and external goals. Most pre-

viously completed recovery analyses have been limited to evaluations of

production possibilities for military hardware and expansion of economic

output. The figure-of-merit, forexample, for economic output has often been

limited to simple criteria such as length of time to return to pre-war levels.

Relative neglect of non-economic factors is a serious limitation of those analyses.

The process of reemergence of power in the near-to-mid term can be viewed

as relating to three sets of goals, one external and two internal to a society.

A society desires to develop the capability to deter and, when appropriate,

coerce adversaries. Second, the principal focus of the political leadership

during this period will be on a set of goals relating to domestic socio-

economic welfare. Third, achievement of both the external goals and those

relating to socio-economic welfare is dependent upon the leaders ability to

maintain political control.

Using these three classes of goals, sub-issues or comparative issues have

been identified. These issues relate to a recovery environment, that is, were

we examining the functioning of the two societies in a peacetime condition then

the specific comparison issues would be different. The suggested list of com-

parative issues are given in tables 2, 3 and 4.
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TABLE 1

A STRUCTURAL-FUNCTIONAL APPROACH TO COMPARATIVE SYSTEMS ANALYS1S

Objectives Structure

0 Determination of objectives, is, by and large, # political process

0 Tends to be symnetricbetween centralization/decer ralization nature

of systems objectives and other structures

0 Structure used to determine objectives may include elements of the

economic sector, e.g., role of capital market in determining growth

objective in a market economy

Organizational Structure

& Pertains to the distribution of decision-making power in an economic

system

* Distinction between formal authority and actual power important.

Under certain conditions, decision-making authority and power may
diverge

* One major descriptive characteristic--degree of centralization. molt

accurate when system's vertical organization is clear

* One can examine what role formal or informal plans play and the plan

construction and implementation process as the means to scale centra-

lization of decision-making authority

* Some recent US organizational theory has focused on the explanation

of vertical hierarchies on the basis of:
(1) the search, contracting and other costs of conducting trans-

actions in open markets

(2) advantages possessed by integrated firms in the face of uncer-

tainty, bounded rationality and opportunistic behavior of agents

dealing across markets

0 Specific advantages for centralized/decentralized structures can be

identified and related to decision-making during recovery (see

Chanter III, p. 5,6.)

Information Structure

0 Includes mechanisms and channels for collection, transmission,
processing, storage, retrieval and analyses of economic data.

0 Its function is to reduce the amount of uncertainty facing a
decision-maker

0 Elaborate formal systems exist in both societies. Their existence
provides continuity in crises but there are distinct differences

between status systems (damage, etc) and dynamic systems for econoric

management

6



Motivation and Incentive Structure

* Includes the mechanisms by which decision-makers implement their
decisions

* Of interest is how decision-makers influenceanother's actions by:
(1) limiting sets of alternative actions,

(2) changing utlities attached to consequences, or by

(3) influencing perceptions of sets of possible actions, conse-

quences or utilities.

* Most societies use all of these means of motivation but in different
combinations

• Decision-makers may be motivated by tradition, acquisitiveness and
egocentrism, collectivism or coercion. The mix varies by type of
economy and nature of the environment (peacetime, recovery, etc).

Coordination Structure

* All systems require structure for multi-level coordination

" The two major mechanisms for coordination are the market and the plan

* The coordination structure is central to the process for integrating

needs of interest groups and relating expectations to reality

7



Table 2

EXTERNAL SOCIETAL GOALS: DETERRANCE AND COERCION

e Nature and Degree of Political Will

0 Ability to Maintain Necessary Minimum Political Stability:
Degree of Freedo7 from Coercion

0 Military Strategy: Utility of Military Forces (Role of
Forces in Achieving External Societal Goals)

6 Military Capability: Stocks, Equipment and Manpower,
Organization and Training

# Military Potential: Productive Capacity as it Relates to
Deterrance and Coercion

J8
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Table 3

INTERNAL SOCIETAL GOALS: SJ'-ONOMI( '

6 Provision of Goods and Services

- Industry

- Agriculture

- Public Services (other than Health/Defense)

& Provision of Defense Services

* Provision of Health Services

- Public/Private: Services/Resources

- Preventative/Curative

& Distribution, Transportation, Communication

- Trade Network (Flow of Goods)

- Allocation of Consumer Goods (Equity, Priority, Rationing)

- Information Flows (Social Mobilization, Political and Economic
Stabilization and Growth)

* Effectiveness of Financial System: Ability to Transmit

Control over Resources

e Use of Foreign Resources: Role in Achieving Objectives

9l



Table 3
(Concluded)

INTE&NAL SOCIETAL GOALS: SOCIO-ECONOMIC WELFARE

0 Characteristics of Human Capital

- Demographic Profiles: Age; Regional Distribution; Education;

Skills

- Psychological Factors: Ability to Cope; Degree of Self Reliance;

Degree of Mobility

- Participation in Personal Production of Essential Goods and
Services

c Characteristics of Physical Capital

- Equipment and Structures

- Sectoral and Branch Composition

- Regional Distribution

- Domestic and Foreign Origin

- Ace Composition

Mechanisms

- Organize Labor: Allocate and Shift into High Priority Sectors

and Regions; Maintain Desired Labor Utilization

Levels and Allocations

- Implement Plans: Effectiveness of Institutions; Role of Central

vs. Regional Institutions
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Table 4

INTERNAL SOCIETAL GOAL: POLITICAL CONTROL

" Ability to Maintain Domestic Order

- MACRO: Prevent insurrection, subversion, riots

- MICRO: Protection of citizens and property; crime

prevention and control

* Ability to Maintain or Transform Political System Under

Stress Conditions

- Stress factors and responses

- Interest groups and decision process

1



B. Steps in Conducting a Comparative Analysis

The essence of the suggested method is to analyze the US and USSR

political-economic system using the structural-functional method as described

in Chapter III of the report, in regard to each of these key issue areas for

comparative analysis.

The analysis will be performed in two directions. For each issue areas

a comparision (direct) will be made between the US and USSR, and secondly the

effect of each issue area on the overall performance of each economy will be

assessed. For each direction of the analysis, a composite "weighting" function

will have to be derived. That is, not all of the issue areas have the same

importance in the direct, issue by issue comparison of the ability of the US

and the USSR to recover from the catastrophe of a nuclear attack. The same

is true of the issues as they affect the recovery ability of each system.

The derivation of these weighting systems presents great difficulties. Yet,

it would be possible to develop judgemental ranking procedures that require

experts to defend their rationale and thereby allow others to respond to their

logic.

The major steps in the conduct of a comparative recovery study are as

f]l1ows:

" Step One: Description of the Recovery Environment

Under this task the theme for the environment is selected and assump-

tions made about its determining features. The initial conditions

resulting from the nuclear exchange relating to military forces,

capital stock and population are documented.

* Step Two: Formulation of Objectives and Policy Guidelines

Under this task the broad national goals are formulated and a

consistent set of political-economic and military guidelines developed.

The principles relating to plan formulation and implementation, as well

as the behavioral characteristics central to successful plan implementa-

tion, also are drafted.

* Stop Three: Conduct of Comparisons by Key issue Areas

Using the structural-functional method, the two directions (US-to-USSR

and overall US and USSR) analyses are conducted.

12
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0 Step Four: Conduct of Selected Sensitivity Tests

Based on the results of task three, selected sensitivity tests are

conducted to isolate key factors or to examine key areas of uncertainty.

* Step Five: Development of Conclusions

Based on the results of tasks three and four, conclusions are developed

regarding the ability of the US and USSR to recover from a nuclear

exchange. Key strengths and weaknesses would be identified and impli-

cations for US preparedness and recovery programs, as well as nuclear

weapon employment policy, discussed.

In conclusion, use of the structural-functional approach provides a means

to isolate and examine key political-economic differences between the US and

Soviet Union during post-war recovery within major comparative issue areas.

The svste-atic development of consistent assumption set for alternative recovery

environments is an integral part of the method and provides the basis for as-

certaining what makes a difference in achieving specific political-economic

objectives.

13
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ABSTRACT

S

This report presents a method for conducting comparisons of

U.S. and Soviet economies during recovery from nuclear war. It

identifies comparative issues and discusses their general

rationale. The report suggests that previous oomparative studies

have been too limited in scope, failing to employ a method for

systemat icaIV isolating key differences between the two
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1. INTRODUCTION

The objective of tlhis report is to develop an approach to

and identify key issues in a comparative assessment of the

ability of the United States and the US.YR to rec-over from a major

,atastruphe such as, for example, a nuclear attack.

The analysis was undertaken as part of the Federal Emurg.-ency

ana-ement Agency's (then the Defense Civil Preparedness A ,ency)

support to the Joint Chiefs of Staff 's Comparative Recovery 't ud y

(COPRA.). In the early stages of that effort it !became le.ir that

at suc1ije-.onuruc framework was needed to support -L.umprehellsivt

evaluation of each country',- potentijal to recover front various

p(s L tnicilea r wa r ; i tza t ions. The ria j or i t v o f p re v iou sly

,or]p et ed recove ry analyvses focused on just the economic port ion

of the total societal system, with pairticular attention g iven to

the pro-ess by whichi prodii, tive -apocity would he rehuilt for

both defense and nondefense purposes. As a result the earl ier

stud ies we re IFaUl1 L ed both for the narrow-ing of their scone aind

heatibe they lacked a theoretical or conceptual foundat ion.

T 'he report begins with a description of Lte ta.-Lort, LhacL

influence thle development of an analyti'al framework. Next, it

ut.-susses inportant new approac.hes to the stidy of -omparat ive

c-onomic: 'ystems n ow a ppe ar in g in t he li terature. Fliese

a pproaches Involve a focuis on the dvc is ion-mak 1ni fun. t lons that

have to he performed iii all e. onoities in order (or ccOlofmic.

a-i vi ty to take place. i'he report then liscusses sofre of thle

Is



salient features of the U.S. and Soviet economies within the

categories of this structural-functional method. In its final

section, the report identifies recovterv issue areas and, within

each, a number of major factors that are thought to have key

effects on recovery ,capability. It alio outlines the next steps

in the development of net assessnents of L.S./USSR post-nuclear

recovery potential.

Stated sinpiv, what is st,. sted is th~at the

structural-functional approach provides the basis for isolating,

key differences between t he United States and the ! ,ISR as

assessments are ionducted for eac-h ma jor recovery issue. The

results of the systematic evaluation of the indlividual issues are

then integrated to complete a net a,;sessrent ot comparative

rec-overy capability.

A sec,-ond task of the study survcyed the analvt i S ystems

useful for tLLe evaiuat ion of ecionomi cs under recoverv. T c

results uf that effort ,e proseited in a .tumpariiun re port 'LJ-

C1'r - N-79 2- 1 , 21nLitled, "L'uvelopmcnt of Aoalvtical Systems for

Lvaluat itn of 1. . >constitution and Pecoverv Programs.

2
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2. FACTORS THAT INFLUENCE COMPARISON OF RECOVERY POTENTIAL

Before developing the analytical framework for comparing the

economic recovery potential of the U.S. and Sovient economies, it

is necessary to discuss five factors that influence our ability

to measure re,-overy capability. They are: the stages of

preparedness and recovery and the 'oncept of continuity of

econornil processes, uncertainties in the initial conditions,

distinguishing features of the recovery environ-ent, politial

and conomi- ohjetivcs, and the comparative time period.

2.1 Continuity of Economic Processes

Traditional analyses of recovery divide the phcnomenon into

three stages: survival, reorganization, and recovery. This

division tends Lu understate the basic continuity of economic

processes, which--for all but the most severe cases of industrial

damage--can be expected to characterize key aspects of the

economy's functioning as it is transformed from a peacetime

state, through mobilivation arid transwar stages, and then into

the three distin' t components of the postwar environment.l)

Figure 11-1 illustrates the transformation pro-ess.

fbviouqly the scope and depth of the attac-k will be tne

-:en tral determinant of the nature of the recovery rpro,-ess. ',ther

facturs are also irnportant--duration of nobilization, sequucnct of

Lte nuclear txchange, and specific condiLionS of war terminaLiun

are several of thu importanL ones. The continuitv of *:conumic

process providLs a bound on the un,.ertainties atsociated with

3
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Figure II-1

STAGES OF ECONOMIC PREPAREDNESS
AND RECOVERY

IAJ A

D

LCI

A. PEACETIME ECONOMY
S. MOBILIZED ECONOMY
C. TRANSWAR ECONOMY
D. SURVIVAL AND REORGANIZATION
E. MID- TO LONG-TERM ECONOMIC RECOVERY

TIME-



measuring economic capability and performance. of the various

stages, our ability to handle with existing quantitative methods

the transwar and survival phases is probably the most limited.

Much more detailed analyses of behavioral factors is needed for

these two periods, but little evidence (or theory) exists by

which broader generalizations c:an be formulated and assessments

conducted.

For a centrally planned economy, the ability to coordinate_

econorlUPic activitV as the eConIViv Moves through thme various stages

is superior to that of a iiark-et-oritnted economy. Tfhe centrally

planned ec.onomy is thought in particular to be more effective in

allocat ing find controlling resources in the imnrediate postwar

pe ri od, However, the political-econoniic cmiharaceristics of our

socziety are superior in coping with the 'hallenges of personal

survival. ;,e hope the method developed later in this report

extends our ability to integrate such differenc:eS to obtain a

,.ore "holistic" understLanding of the two soc-ieties auring a

recovevry 1'ro'.ess;.

2.2 Initial Conditions

A recent Off ice of Technology Assessment report , rhe E-ffe, ts

-of >1.uc:lear War, conclucieJ that "the effe' ts ef a roucl1-2r wair that

t. cannot he :alculated are ait least as important as those for v~ii'h1

calculations a re aLtemptLcd . "( 2 Wh IlIe iincertainties exist

regarding the probable dara;;e to imilitary forc.es and -"pitzll

stock as well as population fatalitiesi from a g i vc:n nuclear



exchange, a major problem for recovery analysts Is that numerous

items of importance are not measured by existing damag-e

assessment procedures. That is, models constru.cted to evaluate

attack effects do nut include variabt~ls that the recovery analyst

considers critical to his or her assessm~ents. For example, the

degree to wfllch regional party apparatus remains a viable link in

thle execution of centrally formulated directlvt-s will influence

achiievement of economic targets , but littLe study has been

conduic ted on how the boviet politi -al Structure riglit respond to

nuclear woar. however, the fact that key elements needed for a

comprehensive statenient of initial conditions have not been

included in previous exchange analyses does not mean that they

cannot be included in future assessments. W hat is needed is a

riethod to develop a consistent, --omprehensivc desc.ription of t he

recovery envirotiment-one that ,,ocs considerably beyond that

obtainable -if the nuclear exc-hange is described unly as dar~age to

pre- war stocks uf f-ilitary forces, industrial capital, j nd

po ouimi L ion.

2.3 Distinguishing Features of the Recovery Environment

Se na r ios .-.ont i Ii i nN ctironolovically seqiienceo events have

been the princi pai analyti'aii te'-hniqiie for evaluating recovery

*':ipabi Iity in previous pov.-rnment studies. Yv t s, cnario

dependence of the otrparative results has OftLen limited ahilitv

to generalize thle findings. A review '-onducted bY a teami froim.

SRl, RAUND, Joint .1trategic Target Planning .staff and tne Lefunse

Advanced kesearrh Projvect Agen'y of i1 wide range of rtec-,overy

6
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scenarios led to the Identification of a set of distinguishing

features that caii be used to describe alternative environments.

That is, It was possible to reduce all the descriptive material

to essential assumptions regarding internal and external

conditions. These factors are in Table UI-I.

The second major finding of the survey of recovery scenarios

was that key elements are often inconsistent. This finding led

to the development of a -,ethod that has been used successfully to

formiulate cuuPrelienslye -;tatements about al terniat ive rekcovery

enivironments. The r'ajur eleipents of this method are selec,.tion of

a 01,unsv that. conditions all aspects of

politicuil-ecotomi.-niiilitary actCivities Within Lft! ZaSe 6 t Ld Y

development of national objectives and policy gutidelines, and

development of economic targets (statements of desired

pe rf o Manrce over Lime). onc:e a framiework has been completed in

this manner, elements of the postulated environment ian be tested

to deturmine what makes a differen'.e in aAileving specitic.

p ~ ~ ~ o )eiieonii L )ti ves. It is from a sieries of suc.h

anialyses that one ,a i ns a beLter unde rs Lond in,, o f re-overv

phle nomnena. Table 11-2 presents a (,on, eptual f rancwork for

analyZing three possible Soviet re~ overy etivironmeiits. Of

initertest in thu 1earL icular study iiiider whi. h these duveloped were

tle di f ferences in invustment priori tius that PAJht resiult frum

three alternativeas: the pa rtyv remaining in control, tie

uilitary's replacing the pitrry, or the emerg~ence of a more

rev~ional ized poli tical strtictUre.

7
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£ Table II-i

DETEPWININC FEATURES OF A POSTWAR ENVIRONMENT*

C" Example for Soviet Union

1. Nature of Politi.al Party in firm control of Armed
Control Forces and Republics.

2. Economic Organization Centralized economic management and
and priority for national needs.

3. External World: U.S./NATO a principal but not
Threats and iLmediate threat; China a secondary
Resources threat. Modest w-cess to non-West

European resour'es; Council for
Mutual E,-onomic Assistance (C1EA)
stru-,ture esscntially inta,_t.

4. %ature of External Hostile external world; Soviet
Relations Union Romchat isolationist ,,nd

only selectively aggressive.

5. Initial Recuvery 50 percent dai, ae to total capital
Base stock selected stIbse,-ors dar,',ed

to very high levels; 20 per-ent
pf)IJUlIt ion fatalities.

*Prior research idehitifIed these five factors as the

dutermining factors of postwar environments.

7a
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2.4 The Difficult Problem of Setting Goals and Formulating Policy

Guidelines

The national objectives that will provide the basis for

preparing policy guidelines are formulated to be consistent with

the theme of the particular recovery environment being examined.

The national goals are broad in nature, but they are the sour--e

of subsequent assumptions regarding priorities. Table 11-3

presents a possible set of Soviet national goals under -.ond'tions

in which the objective is to restore the USSR to its prewar form.

Three sets of additional asbumptions must then be formulated:

polioy guidelines, plan formulation princ.iples, an( behavioral

characteristics relating to plan implementation. In U.S. or

Soviet contingency plans, all thcse elentnts would be explicitly

or iiplicitly addressed. Examiples, again for the Soviet ,ase,

are given in Appendix A. A comparable set can be developed for

the United States for each recovery environment under study.

2.5 Comparative Time Periods

Reemergence of power in nolitical, military, and econoni,.

terms and the willingness to use that poker are t..e ,entral

coiiparitive issues. Clearly, power will increase over time

durin, the postwar period. Lt is useful to examine the

itiportance of particular reiovery issues ":s they vary within

three Lrte perioas. First is the period iirmediately following

termination of hostilities. 'ibis period is usually re-erre to

as the survival period, hut the t-rm may be mileadinm: if the

attack is not severe I n the total-system sense, or if the

9



TABLE~ 11-3

NATIONAL OBJECTIVE: kr.STOiATI)N OF THE USSR To L 'IWA jk

The postwar e~nvirunrtent is one in which de, istunmakint,

institutional role~s, social organization, andi goal formia~on

are dominated by the '-entral tf.,me of reconstituting all major I
asp)ects of tite [U, SR in their pre:war configuration. The -',tional

(ib jc:tivt-s, therefOre, ats:

- To unlt inuc*, tv~l Lhiq~~.h iile rruptud by -ar , t Lt

1)ro0,t S.S ut'slai o,.sttu t hun of the bati b ku on1
iarxis t-Leninis t pri ni itlu.

- To tiaintairi the Pa r c Yas t I.e Ultdisputued i iti al
au thoritYv.

- To restore regional , thefl worluwide Zn~vivL inftuen e Via
mili tary strength, growth of p)rohlu t iun capa' i Lv, aLVI
t raditLional ly subvers ive and jiropagan.a takL i, x.

- To ensure politit.ui and nilirar%, inte~grity uf borders.

10



effectiveness of preparedness programs is high. Second is the

*near- to mid-term period, perhaps 2 or 6 years following

term.-ination of hostilities. This period is evidently the most

interesting for comparative recovery analysis. it is in this

period that any major assymetries in the comparative ability to

use national power effe.:tiVuly .'otild signif i antly affet .S

national interests. Third is Lhe ria- to long-tern" period,

per"haps n to 15 'ears folIowin~v termination of hoStilitie's. Tuis

period overs th11 e PeC (t Ld t rans f ornaL I on o f ttie repe. L ive

SIs ers to mo re n('rra I peaet ime .-ondi r ions-- for t-\amie , It:.55

di ret- L-hor allhcat ioni ill the Soviet Cnion iind grteater List-1 f

pr i,-es t or rcsourkce al lI -at -Lon in tle I (AiLt:L !SLittes. Of L h

t lrre pe.ri odis, thie -,(ILd to louVg-tecr-l is 1) roha hI, y Lk lc~t' L~~

oi ith t his , ve rv i cW k, L 11.* k L: f a tors th,t t i Illt I1i. U Ilk V

rt. overv, it i , IIUW ji~~iL t X-i-ne a ewthud)( for j sol1.1t i ll

kekv (i if i t: re ii e?, betwivei the i I LvO ae,,~ 1116 thie '-. i

o.tt-,rwnts ate lll Ltoo t r ~ t'r I it o t tt :a ior rov ,r I i ,-



3. COMPARATIVE ECONOMIC SY67E1Sr

One of the important new mekthods in the study of comparative

economic systems is the decis ion-making, funct ional approach. (1)

In this approach, the focus is on the ma jor functions, related to

decision making in an economic systeri, and Lhe stru. tures withlin

a system for 11trfornin, these functions. ihe ways in whi.-h the

functi~nal stru,-tures "ffe,.ting decision-maIking an be deline~ited

are se~veral 1*one suw-h sk herme isolates the follo~wing vIveilnS. of

- obje-t ives strio' Lure

- ory'dnizational stru-ture

- Information stru, LureI

- 'lot ivaLimi anci i fl.tflLi ye s truo Lure

- r:(fonmi,: interaq Lion, ,oordintiun st ructure

These -'uri1,,irtmn,-nt-i are riot air t ivht. Vhei r b'orc er-4 fend to

be it Ni t rtizzy in t li s t nse t: 1,it thI e J)0 111lAt io010n of e ."!c'S

i I s ta tO v ! h ove , hle re v.r itired i n e, h tr i.~. F ir t hi-r -r e

t, ordttr i n tr f, t, strii ttures a re 1i'4ted i m o t i uv

t\ ,i i t ht. orkk.ri n'-, ! h s O".qv el~ t!cm l iI or rt- ursi i ~' enfstz.

tveaba-ks and sir'rit.i-rejto~s re, .11.1" , i tin I' h .. naivti al

svr~tt f*.

Ii it-proa hi t, tit itiV It - ;parat ilye v in - W1i S V'4t el.S

v'i ews tht, e, Utoni~ri sy, vm' is a , vt .i ittrri-iced -.tru ((irk-, tor

"le inR de, is ions motit t ke *'otiori.' i4,rrwrtna. t rourr t i (i

t s t r ihtt i.n, .nd or-ir'p ion 1. oi . t, ,f le. Iioi n ri.. iii

12



involves the establishment of societal goals (the objectives

structure); the distributtion of authority and power to make

decisions (the organizational structure); the provision of

information to deecisionmakers to enable them to make meaningful

de-isions (the information strt:'ture); the meolIianisms by which

decisionmakers -an Imtplement their decisions (the motivation

structure); and the means for oordinating, on a system-wide

basis, t he decisions of i nd ividual decisonnakers (the

.Aoorulrat ion structure).

3.1 Objectives Structure

In the analysis of an eonLomic system, it is important to

bL~in with the structUre fur determdining the system's objectivces

and the .ontent Ot the- objectives theMSelvtes, because the overall

ubje,-tives of a systeiii st ron Iy influence the form of the othcr

functional structures. Cenerally speaking, a sym~metry tend s to

exist hietween the~ centralizationi/decentralization nature of the

s-ster's ooje. tives and thti entralization/dec-entralization of

t he ot her s t rti, t ires . For exariple, if Lhe oh jt't iVeh for th<,

sk"te7r' are vstahlish.d hv a qmall -Mrklp Of Pnautical leiLers at

thte ,enter rw represt-nt tier t'reteren, es rather than chose of

the *tk-neral populoit Ion, th,, i Ct, other fNPt ional 1 t ttc uroF --

in jart i ular dc-ision riaking and i nformnation -- will also tefld

to he -entralized. lio%.eve'r, it the svstei' s objet ives rel)rLcsent

thiose of the iveneral mass of rte 1pontilation, then a Leneev

exists for the 1other ttun ional stritireb to he decentralized.

13



The determination of a system's overall objectives is, of

t ~ course, a political issue. However, the structure actually used

for determining these objectives may include elements of the

economic sector of society. An example of this fact is the role

of the capital market in the determination of the g~rowth

objective in a market economy.

3.2 Organizational Structure

The org ani-ational struc ture pertains to the distribuition olt

decision-r'aking Power in an economic. system-that is, where the

authority and power to m~ke decisiuns ar. loc-ated in the syste-i.

A useful analytical distinction can be made between thle t crms

authority and Powe r. Authority refers to 01v f ormal,

constitutional de':iAsion-making right given to a decisionn.Aer by

the formal organizational structure; power refers to the actual

ability or caipacity in practi-e to nake that decision. 'Lnde r

c.ertain condi t ions , dec is ion-ma ki ng autho ri ty and! puxwer c-ay

diverge. For uxiai.iple, people With1 the athorilty to riake

de- isioais in anf c--o nor'iic or)haul zat ion nay h av*tzk hi r ac tual pokzr

to aa~those decisions severely conIS trainvd or evcin usurpcod by

those who coatrol the flow o)f relevant informit ion to them~.

The desc.rij-tive ,hara..teristi usually empiavod in t ho

,I [lI-s i s of a siystem's organizdst onal strUcture i:, its delzrete of

o-entralizat!Lun/ decentra1lizatiou. TechAnicall v, thesu terms iply

oniv to hierar..IiIal -,vstc-ms (veirLf all' or.,,ani;-ed Sss ems, in1

whichl a supe rior has de, ih 'Lon--.~king autio r i t v over

14
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subordinates), a more general terminology being

concentration/deconcentration. However, following general (if

less precise practice, this report uses the

centralization/decentralization terrinology.

A major problem in the analysis of the organizational

structure of an economy is the difficulty of measuring the degroee

of -:entralization of a system. For systems in general,

difficulty of uesigning a calculus to compare aithority exer:isud

in different forms is hasic. Designing such a i,,easuring system

necessitates development of a weighting system to measure the

relative importance of different types of decisions. If this

development conld be accomplished, it might then be possible to

portray the distribution of decision-making authority in a system

through a Lorenz curve, in a manner similar to the way the

distrihution of income is portraved. -.n economic system might be

portrayed as one in whi,'i, for example, It). (f the ptople make

5,i/ of the decisions.

In a less general way, one author of this report has made an

ittem,;t to develop a scheme for measuring the degree of

centralization of decision-maKing authority in a planned eonomv

(rather than in a ;enerai economic system).(2) Fhe S' 11Cn

isolates specifi,' , hari-..teristi,,-s of the ttiree primary eletmitits

in a plannedI e'onomv: the plaa itself, the constru,'tion of the

plan, and the implementation of the plan. For each

cAharacteristic, a descriptive .ale going from low degree of

15
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I.i
centralization of authority to high degree of centralization was

developed. For example, in the first scale (shown below) the

argument is that the shorter the period ,.:overea by the plan and

thus the more frequent the issuan..'e of new plans, the more

intensive is the exercise of authority by the center. A final

step in the scheme was to derive an overall scaling of an economy

in regard to centralization of decision-making au~thority, from an

aggregation of the positions of an economy on ea,:h of the

individual scales. The scheme consisted of a series of

characteristics and s, ales under three general groupings i.s Table

LIT-I indicates.

An interesting and potentially inportant contribltion to the

analysis of organizational stru'ture ,'omes from the

Coase-Williacas work in the field of organization theory. Il

essen,.e, this work explains the e,:istene of firms an,i their

expansion into verti,:al tiierarchies on the basis of the scar-h,

contracting, and other costs of ,;ondu,.'ting transa,_tions in oipen

larkets, and the advantages possessea 'y integrated firms in the

fa:e of uncertainty, hounded rationality (the limitea abilitv uf

hUman beings to make ,.omplex calculations), and opportunistic

behavior of a,-'ents at-alinp across markets.

This work can he extended to say tlhat the expansin past

small private hierar,.hies to gooverevrtdI on!ts in an economy is

not a function (,t transaction .:osts or administrative costs hut

of the perceived need to fulfill ,,verail o jcctives requiring

16



TABLE III-I

*DEGREE OF CENTRALIZATION IN A PLi\NNED ECoNuY

1 The Plan
A. Periodicity of the Plan

Long Term Short Term
B. S.-ope of Lh Plan

Smiall ParL of Economy -Entire Fconomy

C. Plan Coverage of InvestmentNone tlnt i re

1). Plan Tovera, e of Distribution of Materials
None Lntire

E. Level of Detail in the Plan
Highly A-gregative Very :zpe..itic

Cinstrit..rtion of [tt Plan
A. Extent ot Parti ipation by tie Periphery

High Participation No Parti. ipation
B. ilxtent of Participation by Periphery in the Constrution

of the Investment blan

High Participation No Participation

C. Type of Particiption by P-ripher,
Authority to Initiate Proposals - - Provision
of Infornation Only

3. Implementation of the Plan
A. Attempt to Implemunt the Plan

No Attenpt Strong \ttempt
8. "eans of Implcmentation

!atipulitiun of Parapleters Issu ifn, of
iirec'tives

C. Number and Dk-tril of !irectives/Prrameters
Low High

I). CnterPs Plan Ad jstmtnt N.ehanism.

E. {npienentation, Ir'entiv Me bnris.i
Low ;'ressore t:i',h Pressurp

17

IL; &.9-



major structural changes in the e,.onomy, or because of

coordination deficiencies that might, for example, result from

the existence of externalities.

Some of the frequently claimed advantages of centralization

and decentralization of decision-naking authority will conclude

this discussion of the organizational structure of an e.:onomy.

These perceived advantages influence how one should weigh the

costs to poli t ical leaders coping with par t i, ular

politi-..al-strategi: issues, such as recovery from a modern war.

That is, inherent in the organizational structure are -.omparativc

advantages for one system over another in responaing to recoverv

problems.

The advantages claimed for a ,centralized decision-making

structure are several. The system's leaders are better able to

achieve their objectives, uven if t .eir obt!cLivu- zre not widely

shared by the system's meiibers. An increased .-ossibility exists

of rapidly imposing ,aa jur s t ru.. tural t rars formnt iu[s iLI tht

eun..unury to neet some emerge'ncy or to hrin,8  about rapid eounou, .

-hange. The central authority is more liktl', Lo 1e able t-) taie

acount of the :osts ahd benefits of any decision over a period

of many years, and not be ir'itea to shurt-run -osts or bnerits.

This last is an advanLage it evaluation of the 5'stein is in te'm

of the leader's goals, or, fur instance, if a hi.her rat.e of

investment resulting from the longer time horizon Ihrinls ,hout a

Sore desirable result for .onsumers. It ,1so ,entails ;1

18
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subjective judgment about the expertise of the v:entral authority.

Moreover, a possibility exists of internalizing external

economies and diseconomies, taking into account, for example, the

benefit to the whole economy from the education of its youth, or

the cost of pollution from an industrial plant, neither of whic.h*

enters the accounts of a single firm. better information is

centrally available on the interactions of various decisions at

the economy-wide luvel. The leaders are able to concentrate

t sc~zir- -e resouirces , including, scientifically and tchically

trainted personnel in areas considered mst iinportant. Finally,

greater uniformity and stanuardii-ation of products is possible,

thus avuiding the "wastes" of extreme produkct differenitiation.

The advantages claimed for a greater dvgree of

de -entralization are also several. The dispersion of authority

aids in protecting the individual's politi-al, personal, a nd

ecounomi c f reedum. The economic system is protected from the

dangers of very large errors on the part of central authorities.

Crt-ater flexibility and the ability to adjust niore qUickly ilnd

easily to curtiain types of (;hang,:es in te-hnolo,,y or dem~and are

possible, althouigh, as noted ahove, cer.Lralization is often

considered an advantage when very larpe chanf'os must be made

rapidly. It is possible to base dec-isions more on e-ononic th;,n

political considerations. ('renter 5' opc exists for the exercise

of initiative and innovation, thus providing~ a better training

ground for future ducisionmakers. Finally, the -o.,t of

Infortoation and communication is likely to he lower and its
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quality higher, because many decisions are made when the

information is generated. Peripheral agents often base their

subjective probabilities on information and impressions that

would be difficult to capture in formal cormuniiation with a

centralized agency.

Some of the claimed advantages of centraliz.tion and

decentralization could benefit all Pei, bers of the organization,

as is the case with better use of information, flexibility in

responding to changes in the environment, or the internalizing of

4 external econonies and dise,:onomies. Others will be viewed as

advantages by the central planners or by the private agents, hut

not by both--for exanple, the ability of the system's leaders to

achieve their objectives, or the provision of greater protection

agrainst limitations on the individual's political, personal, or

economi.' freedom.

It should he obvious that some of the advantages and

di%,.dvantzges as.o-lat.d with different degrees (if '-entralizattiu

of tlhc org.anizational stru, ture are -,c, ditlO(nal upun the r L Lu rt.

of the system's nlf urriat ion, incentive, and oordInation

structures.

3.3 Information Structure

The Inforrat ion strI.turv in an eonomy inv. tides the

nechanisms ,Ind channels fur the , ollvt ion, transpission,

pro.essing, storage, retrievai, ano analysis of e,.onomi' aaLa.

It ;iays a cru, ial role in the oneration of in eonomy. Its
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function is to reduce the amount of uncertainty facing a

decision-maker. The success of aecision-makers depends very much

on the quality and timeliness of the information they receive and

their evaluative skills. Thus, the real challenge in

decision-making, whether by firms in market systems or central

planning zigenc:ies, lies in identifying the relevant events and

rela tions 1i ps, a nd in gathering annC processing infori~iation to

determine the probable consequencus of difforelt. ;ictions.

The subject of information sctik tures is vast. Ltt it

suf fice to acid on a gene;ral plane iiat the iNformation stro., tore

of an economy most, in order to be su, ess f ll, develop Lte

c:hannels and the Li n vuav t o ca;rrv manv differentL type-S of

information, incloding information on 1retertncvs , prodiict ioti

technologies, available stocks of resources, inputs and outP11ts,

and conditions and events in the ecotiomic environmc-rit.

3.4 Motivation and Incentive Structure

The mot ivat ion and incent lye i~t ru..tore is the me-niwnisml t)y

whichi dlecisionmakers c-an ii'lcinitei 7 s2c is iions-ttLat is, the

wav in whicih they get othcrs t:) o!!rl with thti r wishes. (nol

ducislonraker canl intluctice AntIher's action byv iimitin9y LiO s 0t

of alterniative actions; h,' cliangin-, the ultilities jt tached to

thvitSe c ons equenc -es ; o r by i it f luit i(inv 1 the oe rce- 1 i on o f Lthe s vt

of possible actions, UoiSeqJUeln eS, #r utililic!. .,ost Lcmo

sstenis in,. hide Lte tise of ailI thv hte i[s Of .1:O iv.1t Ioll, hilt ill

di fferent u nnina t ions.* The ricans o1 wm L iv.i t i on thItot has
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received the most attention in the economic, systems literature

* has been the determination of the consequences of actions, which

is what is meant by the incentive structure (the relating oif

rewards and penalties to actions).

Finally, the comparative economic systents literature views

decision-miakers as being motivated by:

- Tradition

- Ac:quisitiveness and! egocent~risn

- Collectivisr

- Coe rcion

3.5 Coordination Structure

Very briefly, all economic systems require a structure for

the :oordination of ducisions made by individual declsio-wakers.

The two major miechanisiis for the oorilination of Jec:isions are

the market and the plan. The equilibraiting m'echanismns of rarts

bring unsisten-y to the set ot de-i-; ions, while in inned

svstenis the achievenent of consisteny- a!- oflg do: is ,i 0 rias L1 N

ac-'orrpIishf'd 'ons-ioufsiy by planners. I r t heory, t hc

C.oordinat ion structure of ati e onomv can be solely nrr 1,et or

pLinned, but in r .ality all economic sys teIs exh lrAi various

'Loribinations of both.
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4. OBSERVATIONS ON THE FUNCTIONAL STRUCTURES OF U.S. AND USSR

This section presents brief descriptions of the salient

features of the U.S. and Soviet economies in terms of the

decision-making functional structures (lisussea above.

4.1 The U.S. Economy

4.1.1 Objectives Structure

The overall objectives of the UI.S. econo-!y are forred and

changed primarily in the ioliti.cal sector, althonugh as previousl 

stated, the desired rate of growth is slronly inf,,en, ed by the

a,ztions of decision-makers in thu capital market. The I'road

objectives ot tht U.'.. c::onomy can he said to in:lI:de nigh

levels of erployment of produ,,tive factors, low le,,els utf pri e

inflation, steadiy groth of economic wwlfar! with i ini tat ion ,,f

eCuonomic fluctuations, and a fair distrl1tution of in, ome. It

might also be said that other key featureb of the dc,.'i-ril. jan

autority structure, such is consumer sovureigntv, arc also

objectives, firmly rooted in the general ideolo.ry of the SVstcri.

4.1.2 Organizational Structure

In the the,,retrical model of a perte-tly *orpetiti\t market

e:onomy, atithority is totallv decentralized to the ltvel ),f

ividividual households ano firrs, whih interact with eath other

ttirou1ih horizontal rel ationzhips. In the real Ii. q. et"norumv,

'ompe-t i tion is imper-et . oec sion-riakiri, .,utihritv IWO been

,entralizea through internal ,rowth of firms through expans ion of

cuipa.ity over tir,.e; horizontal and vertic..al Integration of firms;
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formatiun of congloncrates (the joining- by mterger or acquisition

of companies in diverse fields of production); form~ation of

multinational corporations; and the development of fran.-hisinp,,

especially in regard to such services as travel, entertainment,

food (restaurants), health, and uducation.

Furthermore, in the real U.S~. economy, Pvovcrnrcflt excr.'lies

substantial authority tihrough its regpulatory and advisory powers,

its f is,,. -,l powers to tax -inc dire,. tiv rur':hasc goods atnd

scrvi cs, and its pov%, rs in cei-vrd to thu roney supply.

4.1.3 Informiation Structure

A4ain, in the Ie rtetLly .01 petit iVt "10deAl Of Lhe t S. rark-eL

C' onouvN Lhe inf urnat ion svstt-m wong f i rns and housuL-olds is

ttdl 1;, -it-utlral i /ea and effiint. Fi rns and housvholds

i~hti~ ~ia'rno Lion abonit produo.' tion os ts and pineferen~es

chroili 6orizontal hanneli in the form of price and puant ILy

bids .)nd of fer,, F~i rms dlopC r their own 'oos t inforoat ion ahout

t,, c tll rav''e (,f Llheir prodoe Lion alternatives, a1. uiacn.I t I:e

1 i~n Ut tOr 1 Jru(Ii. in), Chk !I sil levul' Of OUt lUt froml

un~j nec rinvg informaition about their proiu. Lion ftinct ion'4 and L h'e

.ir; ct prices of 011,11 fL- turs. * And hooist holds develop thilr owti

intora ioq~in about Lbeir on'wn pretcren, es , r-resur ably t 'roub- a

nron em; of reptated ;elt- i nitarrogat Jun.

This node) resent s t,.o r_, j oin1 pr obIL-ms. Lvn 03 11oi

LI e o r et cal e1t:vel 1)r i' i ng p)rob1)lenis a re r P it ed v,- Lx v rna i t e s

an1d publi- goods ind thu need for nut Oni V present pt i- es outL
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future pri, es to use in the r.dking of decisions re arding the

fuiture. lit addition, when the perfectiy cumpetitive model is

repla,'ed by the inperfek tly competitive one, the firri -an no

longer be assumed merely to rea.,t ti) the pardmetri,' pri es ruling

on the tiarket, but must take into account the reaction of its

competitors to any' ,t its own dectsic.ns. it must also de-vote

.onsioerable eftort and resLitr,:Los to g,,it ring ! nd a nalyzing

information in ragard to technolustical han'ze, and to fore. ast in,

future dvianus , as .ell as supplies of orf etitive coods by ot -er

firris, ind of resources by its supplicrs. It is of interest to

note the development of 'any business organi_:atiuns in the L.'S.

economy that sell informtion to firms and households, Ltnereby

providing an indirect Lorizontal informatin hannel.

In general, prices in the U.S. e.,,onoiy provide information

of a relatively satisfatory quality because mrket pri es

generally adjust to changes in relative s arcities. Howevvr,

this judgr ent should not be o,?ers tated, hecaii;e one of the

-one,-ts of imperfect ,ompetition is tte nr&feren-e for forps of

rion-iri,-e ,orpetitton aPd th, desire to limit pri e flexihilit\

(other than general inflation of the price level).

4.1.4 Motivation and Incentive Structure

rie salient feature of the I S. economy In regar,' to the

incen- tive structure is the changing perception of .,anagerial

obje, tives. The traditi,,kal position of -orperitivC theory views

profit maximization as the tominant mnagerial objective. h.t
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rec ent analyses d if t er f rom this pos i Li n. lrist it List

* sometiMeS areued that mianagers resolvt dt>: is ionh :;o ,s tu .dafl a

target rate ot return on lnVcstnent. This pra ti*,e IS 411 h e

nature of a stratv~gy rvetie t lng m.ana,urn' -o ri t of rn.x Im Ija

their own in, orie an.; se. ur itv by eario' a h \ c 1 ot pro i i~s t-lgh~

efl.)Ihh to sat istrv the ;tn, 4holderr otf the ;.Orportii.

S,honld, it Is ar !'ueo tL t'n-,t rs "t terpt t o r,, jxin I :' 7

some th Ing 't lk.r t ha, Prot its O , 'osi thlIv s;ale,- -r rwt'.,

S11i At, kt t o a , ( -,t ra IntI or p ro I i L 1) i1) r Wn', I 1o0 -

s toc-kho cie rs lopy . ThIs; :)o~it ikm is Ksion tl~t assiiriptijun

that rianaoers try to satisify a -or.plvx k,, the'ir o,.n V Utlt I ,

needs, in parti nlir t he 1.s ire for ~oi .11i rO. oqliLi ii.

A t1.i rd 1o6osion holIdks Lthat soe t a na e, tsoel i-1vo

arge corpurat iwis, iA dt .i s I ons inI i WO ol ~n.Li t

responbible ,orrorit ion" inl pursuit )r4I .o st''l'>

viiplu~ees, a nd SW jeLal ,'als. t iiile .ne a he -L it I 'f

siv h a pos it i on, I1arvk. - r!orat ions .rv .4uij. t 4 to ;11 iJ I

puh Ii, s. rotiny, , id ii lt'i r oiwn prosperity oo i c irviv I I

i nte rest wight ft el it ne essa ry !L i icf t, ', rs tie Y2

responsible i'olicies.

4.1.5 Coordination Structure
L.

Eln OhL U. :-. sv'tcra, ChL! ritrkt a1 ts d!; I.L :'.in 0', 'r2 i 1,1t i n.,

eclaanism. CoVe rnrML n *rte rv~ ne-; to ';u rrv't a' ilu rL s

a nd I mpe r fect I onis , and t o pu rs tue - " ko' t d I oil ;L iVV- I

add(it ion, in f Lit on distort s thlie train on tt
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oordinition, while one of its kires--prie .ontrois--d is torts it

*pe rhaps even ricire. Clearlv in a post-nu.-lear environme.nt the

coord ina tion striicture would diEfqt-r substantLi~ly fr ow the

present one.

4.2 The Soviet Economy

4.2.1 Objectives Structure

A si -,ii ,i, a n L ds t iiigtiis 1i imit eati re o ft tv~ sov i v SYh iCO i s

its~ ohIt t i v..s s tru t urL. lOvt:ral I so,:ictal uh je, t ives irvc. to 'I

Li.,h dt.,ree, cstub"l ish-U, by ,'liti Al 11advrs. Fron h o lat e

19-( t; [lit i I th I it F .is the ;unridnt objt':t ive was Lte rapid,

fur-ed i udustri.il i;at ion and' groWth Of tile t-onorav in order to

-t h tip with tile I.'v.tn ecd triitalist nations of the Iest, and to

uild t the m iIi t.,ry s;trength oft t he nat ion to its produ, tivu

apa it,'. In the :2ore re ent period, the a(iditionaJ ot~ju,.tivc of

t~iotr* e Itaire I s Ie,n t- Lahl st-cd , ind i - TlkuW ot stlh

starnt i 1i 1  tne to , ov! et roli ti al 1Vader,.

4.2.2 Organizational Structure

Ti d ist ri .uttjun t cue - L 1 i- rak"il IL.tth)ritv in ,he ~~~

1,,n r. I-ev rck . r I,, 1) ". Lt 7) an ti,, nit .re L tie

-"tk Le ru)le ot tlIL pl~in ,iiu tlht: hi~rir, hi a! 1urxt ,t the

t~ AIi .t i:.l I trt L rv. Onl Inv S ale, it Is a hiktl~v

N iouk h t he tv vi vt.S L *.trIl t Iap I ufS vair ious 1L r iod i It it,; ,

,Iesent I v it is still the intiil i 1.n t'.at pia1Vs thl ;t role in
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thle Sov Ie L "commaind Lecoiomy,"(1') for it is thie data from Ltt:

aninual plan thaot form the basis of output targetAs and input

limits given to Soviet enterprises. And since the Soviet annual

plan is promulgated In the form of a law, th~eSe targ-,e ts and

liits have the forcv of law.

Soviet proaluciiw-, unitLs are admi nis te.red ini a verti al,

hierarchi':al s truu.-ture , by brant.n o f the economv, from the

entLe r pr i ,e s within1i i a bronLI- at Lite bottom, tip to intermudiary

thran-i origiinizatiomo; , (11) to Lite branch'1 Iinistry , ind ten lip L o-

tht- t-XE-Ck!t i Ve ooov Of Lte government, the -wn oiin * of mpiniS Lets.

In Liesion, this hiera r- iv is a -onlpietc one in whi, h all lines of

,1uLhuoritv flow withi thle 'e rt icalI h Ie ra r, h. In p)ra ('t i,

bowever, a ratiler subs tunL ial s et oft harizontul intera L ions

eXist Wi Lilit tie SvSttvlll, whiich warriorit sliMe Utenit ion. (2)

Tit ho it iz on t I i iit r mC L i oil S 10 t lie Sev iet t-': onr0 T , 0- V

looselv inti wi thout strivin'. .r pr eis t le i nit ions u-ay he

me ft- rred to jiF rio rke t re 1 at iLaos , va rv in aI ;iiihe r o f w2 vs ,

in lucin the degree of Ll.ei r le'!al Lv * .,it only leg-al rimikets

a r'd i iIegalI bla -k ama)orke ts e xist, ')it r.li'Io in ennt ir re trurl of

Pr!t Ic o Iored ma rk ets. Vo IIow Iing it , heine oe,s-ribed hby

Fatsenel inhoitn, (3') tie -olors f toni brighJt to lairk dt-s.ti he t te

C. riingc ot mri ke ts t ton er to ilIle :A :

1.Legai ,Iarkets

*-Red iPri. es estcll hed cenL IitIl lv
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- Pink Part i:- i pants in transactions have some
freedom to alter prices

- White iarti-ipants set prices

2. Semile al "'arkets

-Gray Transactions illegal, but tolerated by the
auithori t ies

3. llleg al Iarkets

- Brown 'fransactions I ~~Ibut Pendlty 1 e Ss

Sevelre than yrim~inal prose.,ittion

- blac-k _Trnsac t ions il legal, penal tv is :ritninaLi

prose-ut jun

Tabhle IV l. re e nt s 'I s ui iarv m,,t r i x o f hon r .; ota I

interact iOns ariong the three ma jor group,; of uni ts in tile :ovit

le:onAomy : state ellt erpr iSLS , ol lot: C h e filrm~S, 10nd io'lsis)olds".

The 'olunins re':eive uoodsn. ind services from the rows I It is

instrIic.tive to note the wide ran-ge or irket tvntf me-ttanisrs in

the Soviet c-onorV. Iven in t~t fi r, t col--in the -ore telerioit

or Soviet .cnOr~l IG 2'cOhanjisns , the -ent ra .Iv p1 a tned -'d

control leo mat t? il I Spj Ll P, oV ;s t - - t he re tre e -I o11n t; ')f

cit, isb (n-ma k ing- I is're t ion i n ho rn zonta11 re la t ions , eve n t hoog a , 1

use r state enterprise must hiavff a raitioning docuui.#-_nt in i~drto

.1: ut re input mateor ials ;lrocaic'i by other 4rtate enter!)rises. The

i ntli ,tors in Soviet i ns t re t o a subho tant toi .t(ilit

ag gregAted wi th ro .pe-t Lto Trot a tnd ti Me detax I. The

nart t- I pa~nts ill these io0rizontal inuteract ions a ve t lie

d'i son-mak ing power to der'ide Obis iQ tai I s lone am- t beV St a
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within the control aggregates established In the plan.

Furthermore, in this centralized, rationing mechanism is an

embryonic market element in the form of money exchange, ' oviet

enterprises, operating under a sysLem of fluancial accountability

(KhozraschetL), make tonetary payments to produ ing enterprises

for the goods they reieiv, frorv these enterprises it centrally

established prices. This system was introdu, ed for its

adr inistrat ive rather than its economic de, is ion-rain, og

oontributions. Yet it c'oes bring a toucil of ma;rket atmusnhere to

the kenL rally planned, rationing interactions ar.on:+-; state

erterprises.

In the absenr-e of an efficient sstem of inter.mediate conds

distribution and in tie fa.. e cof suppy unrel ia iJ i t and

pressure to tultill output plzin tar',,ets, S-oviet enterprises are

staffed %.-ith Lxpeiters who scour tLh econony in search of n-eded

supplies, and wl:o tmploy a varietV of -moaetary and tion -r onutury

(in'ludin, atter) teans to a..o uire these suplitas. This aspe-:t

,f ilitt-L-cntecpribe relations i6 well detailed in t e 12inrai

literature on tLhc Soviet econor, y; it !;as often been des.; ibci as'

tht. rease in the h:orizontal relations that al locs the ,',,,viet

-ot,,mand ccor,(;mv to func'tion.

Finally, while thtis is not the pla-.-e to Juisc-,,s at length

household to hotusehold relations, mention should be rade of this

part of the hlak" market, whi.h forms a ti,,jor part ,t the

growing "se,.ond economy" existing in the Soviet Lnion. SoIitfi e
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it to say that it is composed of individuals who take state

property and sell it for private profit, and of individuals who

illegaily prooal..e ,onSurier goods, usually with state property as

inputs aid, with ust, of state ma'hinery, ;el thesv good ; for

private prof it. '!These produ.i ng units are of ten qui te la r.e and

well or'-anized. Purthermore, it is interesting to note that

transa-t ions iti, t 1.i c )la k market in the Coviet Union usua1y

)i nea vc, lepa l guod.; thaZt are in short supply, rather th an ille-gal

I-,ods; littLe t rid , tr x,ir, le , is i n a ro t i-;. Ary

as,,i. qsrent of ovi et c onomi,." re,ov rv potent ial :ust ziddeies

this 'or,plex and not ,el I iid, rsL.taod cor j,,lt'nt ol te econo v.

t VC this brief description of tihe terra i i of hor i otal

inter- action s in the Soviet Union proiots the cuestion why such

use of market-tpe mechanisris in the Soviet eConomy is bro,,d.

Whv are not all the horizontal interactions of the rationing

type? A full response to this question is not possible here, but

su,h a response could involve the following elements. Tht. marktt

rae ch ai sra, th.at atr o bservcL. in the .ovit-t econo y ari , f or

three tNpes of reasons The f ir,.t is re~al.ed to the inraenct

amount ot ini orri-,ti(n requireo for entralized planninr, in a

large, devvloped econo.y. The S(,vit leaders de'ided that, in

regard to the distribution of goods among onsumers with varying

preferencs, the omputational costs involved in complete

rationin, vastly outweighed the 1eneftts that Tri, oht be gained

frow central control. In the producers' goods markets, the

dec-ision was the reverse. Yet current discussions of wholesale
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trade in producers goods reflects the probici: of computational

costs. M1arkets, related to the diversity of needs and behavior

of individua~l uitAs in an ec~onomy, especialy within the consurer

sectLor, are obsterved in &11 large, non-primitivL ec-onomiies.

The re fo re, they ma y be referrecd to as univeral markets. These

riarketS iucludte not only the "red and p i ni" markets, bu t also

thos. "blatkk markets that deal in goods prohibited in a society,

for whi.1 i a demand exIsts.

A sveiond group of1 ra~rkes LShas resulted fror the :zviet

planning svs ten itself and its opera tion,, I ef iciencics,

especially thle excessive tautness i n Soviet plans anu the

resulting bhortages aai supply unreliablilitv. P rimaryv among

thfeseL ma rke ts is thc- "gray" ma rk,-t in producers' goods.

Furtheri're , due t o shortages of ,- on stime r goods c aused by.

planning, defic-iencies and government policies (high rate of

investment, artific:ially low prices on consuiners goods), and due

to irresponsible attitudes towird state property (hi,,,h level of

tlh.. t of stiitc prupcrtv), tie "black" market in .,nsumecr goods is

extensive. This jgrotip of markets imay be callec. Sov ie t plIarni ng

A third groupI is composed of the markets that have appeared

in the Soviet Union in .oniiec:tion Wi th the speci fic historical

conditions ini the development of an agrdrian country with a low

Standard of living. In this group, called the low-level of

development markets, are the "Wh ite** ani "gray" markets for
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consumer goods and others.

This discussion of horizontal relations in the Soviet

economy is not intended to deny the assertion at the beginning of

the sect ion that the SOviet authority sLru, ture is highI

centralized. Indeed, in relation to most other economies--rarket

and planned--it is a highly centralized structure. The intention

is to make clear, however, that it is not a "coapletely

cntralized" hierar,.hy. In reality, nore extensive hurizontal

relations exist than arc gunerall:: re.'ognizcd.

4.2.3 Information Structure

The Soviets collect huge amouUnts ol information ,.constructing

and controlling the implementation of plans (one large plant

submitted 17,0MV(I pages of data for the construction of its anneal

plan). Partly because of its huge volume and because of the

interrelationshin between the information structure and the

incentive structure (those wuo report data hav- a stake in the

d&te they report), the infonmtion system is beset with problems,

as LxplainCd in t he following passage frov a survey arti. Ie

written over a decade ago by Richard Judy:

From this survey of existing Soviet economic
information systems, it seems obvious that a iiajor

information crisis fates Soviet economic management.
Each of several parallel information systvnms impubes its
own burden of reportihg upon the enterpL ises. This

requires repeated input of much primiry data into each
system, a costly retundanc v . There is little
standardization a nd collaboration among the parallel

systems. Voluminous files are kept separ,:te1v in eah
system in spite of ereat cormonolity of the data Items
contained in them. Proper flie maintenance is diffi,.lt
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because of poor file organization, inade;tiately designed

inflow of updating information, and manual methods of
processing. For the same reason, information In the
files can be retrieved for management use only with

difficulty and aftt.r prolonged delay. Pertinent

information is frequently not available to

decision-makers evw n thoug, managerial personnel spend
most of their time in routini data processing activities.
Lack of information and the delays in its availability
diminish the system's .bility to responC. to change. In
short, intormation is Incon-plete, insuffijientiy
accurate, largely irrJevant, and slow. Furthermore, it

is e.:pensive. This means that models are built by
intuitive guesswork, status Intormation is inadequate and
inacurate, fore, astin ', is nonexistent or unreliable,

C plan directives are in. onsistent and ambiguous, and

control is slack. Like the talking donkey, the wonder is
not that the system works badly but that it works at all.

All the ills just mentioned have prsuaded oviet

authoriLies that major improvements in the system of economic

information art: nekessary if the centralized system of economic

ranagerent is to be prescrved. A, ademician N.P. kedorenk, stated

in a recent report to the Prebidiut of the Soviet Acadcmv of

Sc i ences:

The exist inp, system of econoni c i nf orm;i Ion, its
methods of collecting, transmitting, and processing, 'an
barely attain even a haJan cd plan for an P9gs'Ic-rdte grouip
of products. The ba.sic, of that svs ten i ; data ,:ollectvd

by the Central Statisti, al Agency and by means ot an
enormous number of telephone conversations and neetings
held in organ-; of planning and managemcent. Of these
datd, collected with a great dela., no more than l)
perc-ent are used for purposes of planning and management.
The country essentially la-k's a more or less unified,

scientifically based coeffic1:ient base. An enormoun

amount of planning-managerial intormation is largely
subjective in chara-ter. RelyJng on suchd a system of

information, the organs of planning an( Lanae,ment often

cannot formulate scientifically based plans even when
using computers and modern scientifi methods; and the

economic organs cannot guarantee their implementation.
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Judy's .-omiaent about wondering how the system wurks at. 111

should iatrii us ag..inst going too far in our negative assesswetits.

f igure out hoW, withl this sort. of inforimation Stru, ture, it aoes

won.- The Staterient oif Fedoreriko suggcst one possibic answer:

the system does not rely exclusively onl this formal informatiuon

structure. It also uses suppleme~ntary bourcets of inform;.tion.

4.2.4 Motivation and Incentive Structure

The salient featires of thet. Sov ie t i Lcn11t i Ve stru tnirk,

wv~ll- documvented in tht- literature on tl~e Soviet econornv,(h)

includc Lte relativity of the ",oviet manaL.erial bonus sYstem, its

iitnternm-oral "ratchvt. nature, aud its negativye consequence,, oin

Liaaperial behavior. In short, Soviet managerb are rewarded for

perforrain':e relativ- to target. Cl to thle Pliin-19ids, the Larvet

was Voltimt oi outp)ut; s inc:e t ht-n it h ias been pr imarilita

coT-bination of volurie Of sdles ainL profitability. Blut its

relativity natotr has renme nd . This conulition, .-onihlnua with,

thle practLi. U of maling, toij-irrow' s targut- greatt r t ha n L.uda 's

pu r f o rid ie , and Lte pra ti' .c of (onstantlY applying stronyg

pressure onl Soviet madnagers to increast- their output, has led to

a numibe r of dysfunctional consequen' es--that. is, dysfun-tional

from thle point oif view of the gt owth of, jectives of thle Soviet

leaders. Pr i ma r among these dysfunctions is th. Soviet

manager 's resistance to innovation ini tile process of produ. tionl

and even more in regard to the prodiit produt ed. Soviet mdna -;ers

also produce low-qua Lt\1 goods, wron,-, assoitment,
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material-intensive goods, and hoard2 inputs. AQl this decreascs

the efrectiveness of the 1Soviet e'onomy.

4.2.5 Coordination Structure

The constro'tiuri and ir'pIementation of the pldn embodies the

coordination structure of the :,oviet eonowy.v. While the Ov it

plan :unstruction pro,.ess does enable the political leaders to

rnaintain the stru.,-ture of resour-v al loc,.t i on that it

desires--t hat is, growth oriented--it is not an ef ft ct ire

instrur'ent for a'hit-ving internal ,onisren"' and coordinat 4on of

the econor'v. '[his view is hv not, standard in both the Soviet an.o

Western literattre on tle Soviet e-onomy. The inf,,rmat ion

gatherin, ond proessing requirenents of running a modt rn economv

the size of the Soviet Union's are way beyond the capa, ities of

Soviet planners. Ir pra'ti e, their plans are usua I 1Y poorly

coordinat d, whi,-h is one of the reasons for the large set of

unplanned horizontal t ransac t ions des':rihed above. Yt t the

coordination stru,.ture is In pilae, and at times of stress--such

as national mobilization and rccovery, .- ) u n th. polit i'al

directives WOUi d prob, b I y carry great er weight thar at

present--the ri:Iid, formal stru. ture wo!,ld facliate execution of

national plan:;.
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5. KEY COMPARATIVE ISSUE AREAS

The purpose of this final Secioin is to identify key issues

that would co.nstitute mia jot areas of study wider a c-omparativt:

assessment of the ability of hu Unijted btates -ind thte USSR to

achieve their eXteinl and internal societai goals dujring

recovery from a nuclear attack. The section also Outlines the

ajor steps in (onducting the comiparative asiSsnet

5.1 Issues Areas for Comparative Analysis

Comparativ,. issioes relatc to i, soc-cicty's mobjilization of

resources and use of institution', Lo a-*:liieve both doi:nesti. anti

ex:ternal goals. Nost previously coi.ipleted recovery' analyses Lev

been liiiid t evaluations o f p roeu,-t ion possibi1i ties for

1,i1itLa ry hardware a tw expansion of economi c output. The

fibure-of-meri t, for example, for economic outrut. has of ten been

limi ted t o s iml )1#- ri teria such as length of time to return to

prev:dr levels. The liritationb of these anialyses are obvious.

One needs itothi c-omprehensive enumeration of a society s

goals an rd we i)4h1t.Vd evaluation, in dynamoic terms , of the1

achtievemnt of intcrmediate anrd final objuctivus. Nume rous

taxonorties for pulitical-economic objectives exist. Oine of the

more inturfesting grew out, of attempts to develop social

indicators for evaluation of soc.ial programs. When developed,

these Indicators would play a rule in social foiniulation

equivalent t o t lie rolcs. tiuat virious tme-asures of inflation and

employment and pe r t-aji ti in'omre distrirution (anonL o thIe r
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factors relating to economic well-being) play in assessing the

*effectiveness of the economic: policies.

The process of re-emergence of power in the near- to

mid-te r: relates to three sets of goals, one external and two

interiial to a society. A society desires to develop the

capability to deter and, when appropriate, coerce adversaries.

Second, th. principal focus of the politi,al leadership during

this p:rio will be on a set of goals telating to dorstic

suk iuccoiori,, welfare. Third, achievemient of both the ext.rna'

goals and tlose reliating to soy ioe, onomic welfare is depencient

upon the leaders' abilitv to maintain political .:ontrol.

Using these three 'lasses of goals, we identified sub-issues

or ,.omparat ive issues. These issues rclate to a recove ry

environment. That is, were we examining the functioning of the

two societies in a peac etirie condition, the specific comparison

issues would he different. The suggcsted list ot comparative

issues is in Tables V-1, X-2, anu V-3.

The essence of the sugy-esteOi method is to analy:e the U. S.

ann USSR polltical-econo, ic sysLems using the

structural-functional inethod as described in Chapter 11, in

regard to ua,h of these key issue areas for coriparative analysis.

The analysis will be performed in two directions. I-or each issue

area a comparison (direct) will he made between the United States

and the USSR, ano second the effect of each issue area on the

overall performance of economy will be assessed. For each
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Table V-i

EXTFRNAL SOC IFElAL (,'OAI. S: I 'ITLRRFNCE ANI' (CUFkC 1 UN

N 'ature and degree of political will

* Ability Lo rwintain necessary mininum political stability:
Degree o)f freedomi from cocrcion

* Miiiftarv s tratcgy: Ltilit, ol military forces (role of
forces in a-hievin7. exterrau-l 6oc ietal .-oali )

" ,ilitarv capability: Sto,.ks, eqUipment and nanpowv r,
origanization and t r~i nixig

" Military potential: Prod~uc-tive capacity as it relates to
dcterrcm-e ana coercion
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Table V-2

JN'MT TNAL SOC IETA. ,()AL s: SCI-C(Nu. IC \. KI.FARt

0 Provision of goods an, services

- Industry

- Agri.-ulture

- Public services (other than healthi/(iefense)

0 Provision of defense services

* Provision of health services i

- Publi,/Private: ,ervices/resources

- Preventative/curative

* bistribution, transportation, communication

- Trade network (flow of goods)

- Allocation of consumer goods (equity, priority, rationing)

- Information flows (social mobilization, political and economic
stabilization and growth)

* Effectiveness of financial system: ability to transmit
control over resources

* Use of foreign resources: kole in achieving objectives

* Characteristics of human capital

- Demographic profiles: Age, repional distribution, eduzation,
skills

- Psychological factors: Ability to cope, degree of self-
reliance, degree of robility

- Participation In personal production of essential goods ane

services
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Table V-2 (continued)

* v tt-.sti F of pf.vsi. al capital

- Luir e: ndstru' tiires,

- Se~toral and brancL ,*or,.position

- hcgional distribution

- 1o,:;stli anfvin,&tl I

-Age rompositiofl

-sectors and regions; maintain atnsireu labor utilizdtlon 1

level-. anc. alloc.ations

- Irpleeent plans: Effec-tiveness of institutions; role, of
central vs regional institutions .
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Table V-3

INTERNAL S(CIETAL (O(AL: POLITICAL CONTROL

Ability to maintain domesti, order

- kiA('R(: Prevent insurrection, subversion, riots

I NICR : Prote,-tion of citizens anO property; crime
prevention and ,ontrol

k bilitv to naintain or traiiform politi'al system under stress
condi tions

- Stress fi,. tors dfl, responses

- Interest .,roups and decision process
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direction of the analysis, a composite "weiightiny" func.tion will

have to be cerived. That is, not all of the issue areas have the

saniv iriportanc--e in thc aire. t , issue- oy-issue comrparison of thle

albiIiV ivOf thIet. Uni te6 States and tht- 1iS P to recover from the

catastropihe of a nuclear at ta k. Thle same is irle of the issues'

as t hev af fe-t t hc re, ove r' a biIitLY of ea, - system. 11e

de riva t ion of the-se weigt i TIP sys t eris present s g ren t

d if f icul t ies . Yet i t would be possible to ocvelop juopmentai

ranking proc.edures thiat require experts to defend their ration .le

and the reby allow others to respona to thei r logic.

5.2 Steps in Conducting a Comparative Analysis

From the discuIssion of the fac.Lors irifluunci iig the coiidu'c't

of recovurY anal vses- -th ii s-tructural-functional miethod and key

isueS-it is now possiblt= to outline th Iito.~ jr steps i n tht

condii,. t of 1. S.-USSh rec overy comparisons.

- step One: Desript ion of the Recovery F.ovironment
Under this task the theme for t he environment i s
seleCtedt and as sur.p)tion.; maise abouit its, determining,.
features. Tile initial conditions resulting f rom t ie
nuclIea r exchnan)get relating to military for e--, iapital
stock, hrnd population are doc umented.

- step Two: Formulation_ of betvs nd olc
C-idelities Lnder -Lrts task the broad natione] goals are
formiulatedT and it consistent set of political-economic
ana military guidelines developed. The princ'iples
relating to plan formulation and implementation, as
well as the behavioral characteristlr ; centralI to
successful plan implementation, are also dratted.

-Step Three: ConduIct of Comparisons h%, Fev Issue Areas
Using the strutualfu cnal met hod, th11e two
dire-t ion UI. C.-to T!SSR and oe r U.S. and U1S SR)
analyses are conducted.
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-St ep Foul Conduc~t of Select cc SI ! tivi ty lests Jiased
on thei rt-sulIts of t as k three, selected sensiLivit%'
test,, are condo: 11ted to isolate key factors or to
examr.! key, ajreas, of uncertaint\y.

- :tep i: buetve luprent of Concl usions- hascd on the
re'sul ts of tasks three a rc foutr , c, on clus jons are
oiveIluoped reg,,rding th 1W hiiliY ty of 11 Pli tCO StatCes
and the 1'hto rec~overy x ror a nu'Cl cin-. I ev
St Le ii ns a l weakntes s es 501' .1 d w j dent if j i-d M!.
i T)r Ii, it i ions for 1. S. 1)r k a rt!d ne tis a nd re,:ove r
p)r ogr a rs , as well as nu, lear weapon employmevnt pi-y',

45



A. Section I[

( I ,'e e ktr Ic, 1- *Levinme, it. * untvr , Ubse rva tions on
Measurement 01 Soviet 1.COTI(Mj(. Prot-esses h)Urlnc Mobi I i 7,- t i on

and Re7oer K -RInternali ona,,A 7f I-8- 17 , e r'

(2) Ott i-e of Tt'chnoloi-y Assessment, Con,_rf-ss of tire I-ni tea
States, "Tice Ftte'-ts ot t-uclear Var , OTra-NS-8i , '-a%, 1979.

(3) bee ';. Earle, 1. Hunter, H. Levine, C. Movit, L>ec'tive
Surmair y: -A Po] it ia-- -onoric - i Explziining, So~viet Plan.
iKormu'l .t i on Mir i n), los tat tw~~k Recove ry, SP I I nterna t ionc 1,
SSC -- 98-7 ,- Uembcr !978.

B. Section 1I.'

(1) eefor Dxr,~1a . Crn , " -. onor.ri c ' heory and Compa rat ive
Economii :Sv stems," Journal of Comiparatilye 1-conomni.cs,

Vol. -', No. 4 (lDecerrber 1978), 355-H; F. Newberger and
W. DLuffv Conmparat ive F-onornic Systems: A ibecision-Nakiny'
Appro,-,-h (Boston: A lvn i, Bacon, 1076); .3. 1.. Mont jas,
Tl-co Structure Of FEconomic FS"'stens, (>.ew flaven: Yale University
Press, 1976-).

(2) .te It. S. Levine, *0 orparini~ Planned Economies ," in A
Lcks Icin, Gomparjison o 1cn;! Sys tems (IHei-ke ev:
Unriversity ot CaliforniiPrs, 97)

C. St- tion IV

(1) The rectnrt Jo iv 29, 11.79 ICesolut ion ot tie Cll S on hiro~v i nY
Met hod, o! P nIl inuiw' c leio for an in orpase in the, role' ano
iTmportan-e of the 1 ive Year Plan.

(2) See the two airti;. 1(-- h A. iK tse(neiinIbol'en an-t 1. b.
Levi ne: "Market a4nd 'li. ,, Plan and Narl-et : Tne Soviet Case,"
Areri ani~ EconoTic Review, Papers oand Proceedings, 1077;
an 114C ~ iev Lins on the Planl-Md rkc't i-elationship in
Centrally Planned Economies, lire Annals; of the
American A-adeMV Of P'olil-al Oin, Soc7 ial S, ience,
Novembe r 1977.

(3) A. L.atsenelinboigen, "Colotired Markets in tie Soviet Union,"
Soviet Auies, XXIX, NO. 1 (1()77), A-5.

(11) A.. Katscnelinbolgen, E!. Levine, "Somec Observations on tht
Plan-Market PRelat lonship in CentrallIy P'lanned Economies,*'
The Annals of the Ardt.rican A- adenl of iol iti, icand

46



Social Scienkce, Nt,veviber 1977, 1. 119('.

(5) Richard Judy in J .P. liardi , et al ., liathermatic.s and
Coipuiers in Soviet Economic Planning (t~vw haven: Yale
University Press, 19(,7), pp. 31-32.

((0 iee, for example, 1-. 1. Cregory and k. t.. Ituart, Soviet
kconoiic structut and Performacnce (i.vv YorK: k-Arper and ;.~w

17 4) C h apnt ers -', and(i

L). Appendix A

(1) N. N. Earle, 11. hunter, C. Movit, "Thie Interaction of
Political/iilitarv and Ec-onovii' Factors, in Soviet Post-attac:k
Recovery Planning,: Docimentption )t a Politic7al/ F, onomic

(ac"Ski International, SSC-.N-7h-0, Oc-tober 1978.

47

04-RA" 01---



APPENDIX A

EXAtliLE 01 ASSU!MPTION, K Ri,,ki6ii I, PtLIACY

(GU1DLI.II"iS, PLAN FORNULATI U., AND) IMPLH*1NTA" ION

PIIi,(:IPLt.s- AND bhHA%'10NAJ, C11AKAU! E-Ji STICS

OF PLAN lIj-lt.NTATLON"

*".xr racted iron "The Interact ion (if Pu itrical /Milti tarv an6i

1F.c on oni F;,,t ers in Sovyi et Po L t-a t t a ck Nt-ovc- rv IPlanniwn:

Documentation of a Pal i ti-a / L.tonomic (;,me**,~. Earle ,B. hUvter,

C. Novi t; SRI Internatiunal: informadl ',tte SSC- Ilv-7-) ( Utoher
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Table A-1

*EXAMPLt, Pt LI(Y CUIbELINES: EO'NI(. "

SI\;EIT k:CXEIFF I:ASL: ,Lsi'wAU : OF SYSTO TS " PREWAR F(,PN

1. Restore, to til extent possible, the -entral dire,.ct.n

of the national economy, and major interregiunal
I inks.

2. Reconstitute thc econoi,li c base for the desired

military c.apalojlitv (durables and services).

3. ,Idaintain the population at a s tandatu of livin.- enou,,I

above subsistence level Lo ensure productive
parti,ipation in the labur force.

4. Restore the econoPmy in su.b a manner as to Pzifinii.e
dependence on outside sour,-es of supply.

5. Draw oil friendl ,' and occupied economics, burt do not

disable these economies. Instead, acquire an high
proportion of their output arid some of their labor,

especially 6killec labor and technologiLe,.

6. Pursue restoration of establishvd patterns in thL
economy: iverL risks of innovativw change.
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TABLE A-.'

EXA11MPLE POLICY (MI)ELINES: POLITICAL AND IIILITARY

SOVI FT RtfOVFJRY CASE: Rh)-'ltj.AT10N OF -SY S'rI-71 TO ITS PREWAk FoRv!

1. kestore, its rapidily as possihie!, military capabilities
along,' traditional lines, er'ph))asbdnjlg ground forces.

2. "jaintain dominance or party over military, wh i Ie
emphasizing the parallel military rank: of MR!!
politic-al leaders.

3. Elns u r , to t hec extent rrac-t icable , rriiltenan--e of
party-State and enter- periphery paitv relations iis in
pre-atta-k. 1Neinfor-e bV d i spa tc hing1p d ire,-t
rep res e nta t ivcs ot the Politburo a no Leneral Staff t,1
regional aeministrative c-enters.

4. Suppress separatist tendencies.

5. Strengthen role and staff of the Coun-,l of befense to
ensure fulfillment, of defense goals.

6 . M1,aintain a nonag-ressive posture in foreign rel.ations
but caSSUre defunsivc *ap,bili ties.
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TABLE A-3

PLA% FORMULAT10)N AND INPLIIIENTATI..N PZI Nk IPLhi

-~\iT RE~COVERY CASL-: RLS17uRATION OF ,YsTUI To ITIS 1'FL.WAk F'R:

A. Ilconori: F'lan Cons tru tion

1 inhlinmes c oniia nd stronger cent ral di rec t ion i n
e-onoii ie'.:isionwaki ng than i n pre-at ta k pe ri (.
e q)vecialiv in regard to allo-atiioo and( realio,,-atiun of
labor a nd ':iiipi Lal , rat ion i ng o f kCY lilterial, n i

cons11umer w-oods. This: a n i ive Way V tLo sorlt

d e cevntLr alza t ion as priority g oalIs ale IN* L.
Keorganize surle uion- reprb i ann( repiibli lai:

ministries to allo,,. for more centralized con trois.

2. The ranige of highi-priorit y iit vi ties is narrowti f frot,
Pre- at tal: to thlose stronglIy linked to rii ita tv
product ion.

3. The niber of cerntrally-plarned i',atterial balda', Vs i-.
redoceul , hu t inii.lIude s thiose fur cri L i al (;v f eise
Materials at a dis~iggregated level.

4. Varianct. exists in input norms for material balanies,
s ince shortages, destru, tion, and tehnilal rhain.pe
result in subst itution ann quality chan-es. TogetLh er
witLh iiouritation problems, this variance rtesults in a
disruption of old material balance methods.

5. Toe uiori nant eriphas is in p~lani -,ins trct ion, then, is
not oiver- A~l l-alance. Sl".ni fiant amoonts ()
materials will be ma in t ai ne (I in t lie (list ri hot ion
ca tegory -al led kt-serves ot the Coon' il of Mi nis tries
to he allo. atect by the central authoritius duiinog thle
course ot the plan ccvas need!, appear.

t). ,viective tautness is minrouced into inoput norms atd
ouput targets to relieve Inten:;e pressurL on priority
se,t ors . nonessential finif7hinig tasks (for e.\arple,
m,.etal plat invg and painting) are dispensed 'd th.

7. Allow slippage in the quality of oiltpullt. Eliminate
all "frills" on produts.

51



8. Encourage some increase in enterprise
self-sufficiency. A delicate balance exists, of

9 course, between the complexity of the ventral planning
task and central control over local economic activity.

q. Reconstituction: for high-priority establishments, use
centrAlized control; ,-ampaigns initiated to restore
urban centers using- loal materials and labor (this
will reinforce preattack ,conccntratlons of economic

activity) to restore structures within titc frame.ork
of priority rankings. hobilize constru tion labor and
equiprint internal to nonessential industry.
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B. Economic Plan Implementation and Institutions

1. Heavy reliance on campaigns rather than smooth,

balan,:ed approa h to rc,,ovcry.

2. Mana,-erial incentives:

a. decrease in reliance on monetary incentives

b. greater reliance on status/position rewards
and punishments, material prerequisites of
status (physical goods and services, special
stores and health fac ilities, ani the like).

c. greater relian, c on social and It-pal
measures

3. Labor mnanagercnt

a. use, when ne-essary, of mandatory labor
assignnnents--place, o, upation, hours,
and ages

b. reduced reliance on money-wage
different ials.

c. encotrage nigh labor productivity via:
(1) special rations
(2) housing
(3) cultural ..tivities
('4) health facilities.

4. Kcassert security of stocks of iiaterials, freezt, use
of ,riical materials.

5. Publi, i ze range of substitute iput relatioindhiPS ald
Daximium capatities (that is, reiaxed saf ty stal..drs ! )
dnd ml ni tinuri service requirements for ,,,chinery;

prepare inventory of underutilized regional resour, es
and ,apital failities.

b. Strengthen ,'entral1Ped dire-tion anti funtions of
(O(O NAB (State Lumr. i tree on Naterial-Te,:hnicai
Suppl y).
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7. Maintain and strengthen ,entralized funtions of
finan, al system; all surpluses; (taxes, profit,-)
funneled through GO SBAN. to be allocated at the

center's discretion to the periphery; freeze savin:-,s
ac,ounts.

8. Regional ,onsiderations:

a. reconstitute regional patterns of
production ano distri!,ution

b. due to information problers, strengthen the
administrative role of regional bodies
(Republic Councils of Ministers, (,usplans).

Mobilize neans of transportation under local authority
(for cxanplc, trut-ks in agriculLure, inlano, fleets).
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TABLE A-4

PRIMARY BEHAVIORAl, CIHARACTERI STICS Of PLAN IMPLHMENTATION

SoVIET ,ECOVERY CASE: REl'FOSNATIO,' OF T'oE 1 TO ITS PEWhAP F0j,:.

1. The Party Pyrar;id dominates and infiltrates the
goverment v-yrarid.

2. The decision of hioh!er bodies is binding on lower
bodies; the downward flow of orders dominates feedbac:k
of information and opiri on from below.

3. Tautness of ovr,.omtiitrent drives the syste',.

Inforniation is closely held. Se-:recy anu censor ,hii
are used to keep aliost everyone on a need-to-know
basis, thus impairin domesti, decisionmaki ng and
hamipering foreign appraisail of Soviet develof'r.Lnts.

5. The authorities will stress continuity, their
knowledge of the laws of historical development, and
the tactic of adapting to setba:ks without a basic
change of source.

b. Use strenuous ,:ampaigns in pursuit of ma jor
objectives, replacing ther with fresh campaians if
results arc not satisfactory.

7. People a, t on wll-understood implicit priorities
(ethnic rankings, nonrecog.ni tion of demand
elasticitics, and the like).

8. At the sane time, any loss of :oaimuni ation is
serious, since local people wait for orders.

9. Subject to limitation., on export capacity, imports can
be expected to make up for shortfalls in donestic
produ,.tion, or at least redu,'e their impact.

10. After disalloaction-,, peopie can be expe,.ted to reverL
to familiar norms and behavior potterns.

11. A set i-legal *sec,'onA eonomy" can be expected to
spring up when shortages in consmer goods appear,
redti'ng somcwhat the extent of unmet needs.
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APPENDIX B

State-of-the-Art

As indicated in the introduction to this report, the

approach employed here to the comparative evaluation of economic

potential is a departure from most of the previous work on

postattack economic recovery. This is primarily because the

interaction between the performance of the total socioeconomic

system and the productive capacity of key industrial sectors was

usually ignored in favor of more narrow considerations linking

factors of production to output supporting defense and

non-defense end-uses of interest.

The companion study to this report, which addresses

analytical systems for the assessment of socio-economic

performance in the context of the U.S. econom9, emphasizes the

requirement for a total system framework in order to provide for

meaningful analysis of any system component. In the comparative

context, the importance of asymmetries between economic systems

for economic performance, particularly in a crisis environment,

underlines the need for an analytical framework appropriate to

assessing comparative economic potential. The approach here,

then, reflects this need and draws on some rather innovative work

on comparing economic systems.
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Recently a series of articles and books have been published

reflecting enhanced interest in the newly developing theory of

economic systems. Perhaps the best survey of this literature is

contained in an article by David Conn.

* "Economic Theory and Comparative Economic
Systems," Journal of Comparative Economics,
355-381 (1978)

His article summarizes recent material on the component

structures of economic systems -- the information,

decision-making, and incentive structures -- and on the

evaluation of the performance of economic systems.

The most commonly used text on comparative economic systems

is one by Egon Neuberger and William Duffy.

9 "Comparative Economic Systems: A Decision-Making
Approach," Allan and Bacon, Inc., 1976.

The analytical approach of Neuberger and Duffy, as

indicated in Chapter III, influenced our thinking regarding the

comparison of the U.S. and Soviet economies under post-nuclear

attack conditions.
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