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MFA’s Reshetov on Humanitarian Cooperation,
Human Rights

90UI104484 Moscow TRUD in Russian 15 Mar 90 p 3

[Interview with Yuriy Aleksandrovich Reshetov, chief of
the MFA Administration for Humanitarian Cooperation
and Human Rights, by TRUD correspondent S. Pani-
kratov: “The Advancement of Human Rights”]

[Text] It was only a short time ago that any attempt to
analyze objectively the real situation in the field of human
rights would be interpreted in no other way than as an
attempt to blacken our reputation. And although among
the accusations made against us, many even today are
ill-thought-out and tendentious, on the whole, no one can
deny the fact that, while making declarations concerning
the freedom of the individual, there have existed among us
finely tuned mechanisms for its suppression. How did this
come about? At what moment in our history did we
withdraw from acknowledging universal human values?
Below, TRUD correspondent S. Panikratov discusses this
topic with Yu. A. Reshetov, chief of the Administration for
Humanitarian Cooperation and Human Rights in the
Ministry of Foreign Affairs (MFA).

[S. Panikratov] Yuriy Aleksandrovich, today when the
subject of human rights is being broadly discussed, it is
not unusual to hear the opinion that errors were made in
this respect even in the early years of Soviet power.

[Yu. A. Reshetov] I am not going to censure anyone who
makes such an assertion. Even the experts, of course, are
not always aware of our historical legacy in the area of
human rights. Let me cite an example. This issue of
optional non-military service was under discussion at an
international meeting. The members of the Soviet dele-
gation were earnestly explaining to the Americans that
U.S. citizens had a right to choose between military
service in the nightmare of the war in Vietnam and some
alternative form of service. Suddenly, a representative
from the Netherlands started to read an excerpt from
documents affirming that the Soviet people had a similar
right. Our Soviet delegates forthwith denied this in the
spirit of the period of stagnation, but in doing so made
fools of themselves. It turned out that the Dutch repre-
sentative was quoting Lenin. The fact is that the practice
of exempting persons with deep religious convictions
from military service existed in our country right up to
World War 1. Later, these legal provisions disappeared,
along with a good deal else about which Soviet citizens
today simply have no conception.

Who knows, for example, that almost immediately fol-
lowing the period of civil war a decree was issued
abolishing capital punishment? Investigations at that
time were in the form of judicial inquiries under the
jurisdiction of the People’s Courts. Only with their
acquiescence, for example, could a person be put in a
mental hospital, and doctors could be held criminally
responsible for committing a healthy individual. Atti-
tudes about foreign travel were extremely liberal. I think
that just these few examples will serve to indicate that in
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the early years of Soviet construction our country had
clear-cut priorities in the area of human rights.

[S. Panikratov] Then when was it that we lost them?

[Yu. A. Reshetov] The turning point, apparently, was at
that point when the members of the Central Committee
gave their support to Stalin on the issue of extraordinary
measures. It was at that time that the scene was set for
the drama that was to unfold at the end of the 1920’s and
during the period from 1937 to 1938. The introduction
of extraordinary measures into the system of govern-
ment led to the hypertrophy of the functions of the
executive and punitive bodies, which in turn led
unavoidably to the suppression of dissent of any kind
and the stifling of individual freedom. I am not going to
dwell in detail on instances of Stalinist repressions—
these are known to everyone. For our purposes the most
important thing to consider is that the hypocrisy of the
leader, elevated to the level of state policy, had a
corrupting influence on the entire apparatus of the state,
and on the diplomatic corps in particular. The practice
of a double-minded approach to things—saying one
thing while doing another—became an integral part of
our foreign policy. In the area of humanitarian cooper-
ation, it became particularly deeply rooted.

Everywhere and under all conditions we proclaimed that
our legal system was the most perfected, guaranteeing the
individual every human right and form of freedom.
Moreover, in subscribing to the specific terms of one
form of international agreement or another, we would
declare that ratification of it in no way entailed any
alteration of our own domestic legislation. While
acknowledging in so many words the predominant role
of international sanctions, as contained in the ratified
documents, over national sanctions, in practice, we not
only did not place them first but often acted in a manner
that was directly opposed to them.

[S. Panikratov] But it became increasingly difficult to do
this with the increasing number of international con-
tacts, did it not?

[Yu. A. Reshetov] Yes. By the 1970’s it was becoming
increasingly clear to the top leadership that such a
double standard could not exist for long. While holding
others to the most progressive standards of conduct, we
began to encounter a “boomerang effect.”” At the time
that the international accords were being worked out on
human rights, for example, it was the socialist countries
that insisted on including a provision on the right to
strike. At the time, however, the Soviet side assumed
that this stipulation pertained to “them—not us.” Then
when the time came to ratify the agreements in 1973, it
was precisely this proviso assuring the right to strike that
threw our government apparatus into the greatest con-
fusion.

Or take another provision of the agreements—regarding
the right to life. We had a short-sighted view of it. To us
it referred to the struggle for universal disarmament and
the preservation of peace throughout the world. But in
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terms of international law it referred primarily to the
abolition of capital punishment. Meanwhile, to this day
we keep all figures with respect to the most extreme form
of punishment a secret, although we are signatories to
these agreements. .

In addition to such obvious examples of incongruity
between our internal legal system and the body of
international law, it is possible to cite a mass of other
legal provisions that we fulfill, or so it seems to everyone,
in a creditable manner. Just take the area of social and
economic rights. From school days we have known that
each Soviet citizen has the right to work. And we have
taken genuine pride in the fact that we have no unem-
ployment. But upon closer examination of this right in
the international meaning of the word, it immediately
becomes apparent that it refers not only to the opportu-
nity to be permanently employed but to receive a fair
remuneration for one’s labor, to achieve an adequate
standard of living, to have the right to strike, and a good
deal else that a Soviet citizen does not even associate in
his mind with the right to work.

[S. Panikratov] During the years of stagnation, mention
was made of human rights most often in connection with
the travel by our citizens abroad, particularly for the
purposes of emigration. Our people were released unwill-
ingly, and this difficulty provided an opportunity for
political profiteering. What can you tell us about the the
state of affairs today in this respect?

[Yu. A. Reshetov] It has substantially changed. Judge for
yourself. Last year 235,000 people emigrated from the
Soviet Union, and more than two million traveled
abroad on a temporary basis. These figures are signifi-
cantly higher than the corresponding ones for previous
years.

Like most other countries, we do not foster emigration or
encourage people to live elsewhere. The entire social
policy of our country amounts to an effort to create
conditions conducive to residing permanently in the
USSR. If, however, anyone has a determination to leave,
then we are required in accordance with our interna-
tional commitments to provide civilized conditions for
leaving.

The new law on travel in and out of the country, which
is to be passed by the deputies at the current session of
the Supreme Soviet, for the first time in the laws of the
USSR affirms the right of each citizen to travel out of the
country and to return to it. Travel for the purpose of
permanent residency outside the country as well as for a
temporary visit does not depend on any kind of invita-
tions originating abroad. There are no limitations to be
placed on the duration of one’s stay abroad, including
visits for professional reasons such as for the purpose of
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study or work. The administration of travel regulations
will be free of any arbitrary decisions made in secret. In
accordance with international standards, restrictions
upon travel are not to exceed five years.

Of course, there is a problem in foreign exchange. But in
no case should the issue be posed in such a way as to
preclude passage of the law while the currency shortage
exists. Logic of this kind is extremely dangerous. In spite
of the shortage, this legislation is being waited upon by
our citizens and, in fact, by world public opinion. Today
it is necessary, more than anything else, to establish a
civilized legal foundation for it—the financial support
can come later.

[S. Panikratov] One final question. The United States
has been and continues to be an extremely outspoken
advocate of human rights in the USSR. We are now
experiencing major changes—witness the drafting of the
new human rights legislation. How do things stand by
comparison with our opponents in the area of humani-
tarian concerns?

[Yu A. Reshetov] Despite the fact that a policy of
cooperation with the United States has been established
in this regard, I cannot refrain from commenting that the
approach of the U.S. Government in this area is in many
ways a mirror image of our diplomatic conduct during
the period of stagnation—that is, instructing others
while oblivious of one’s own shortcomings.

It is, of course, common knowledge that the United
States has not yet become a signatory of the fundamental
documents in the field of human rights, for example. I
am speaking of the pacts and conventions prohibiting
racial discrimination. Changes in this position by the
Americans are scarcely to be expected; for compliance
with these accords would entail either making changes in
U.S. laws or proving the impossible—that there is no
such racial discrimination in the United States.

Mention may also be made of the application of capital
punishment to juveniles in the United Sttes and the
absence of freedom of conscience with regard to atheists
in a number of states, as well as many other laws of the
country that do not conform to universally recognized
international standards of conduct.

But I do not want to return to the former manner of
conducting a dialogue according to the well-known prin-
ciple of “I do things my way.” Our American colleagues
know full well the points of vulnerability in their legal
system in the field of human rights. I should therefore
like simply to underscore the fact that humanitarian
cooperation is a two-way street. And only on the basis of
this understanding can we hope to achieve success in
addressing humanitarian issues at the Copenhagen con-
ference in May. .
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German Unity Said to Require Soviet Concurrence

9OUF00554 Moscow LITERATURNAYA ROSSIYA
in Russian No 11, 16 Mar 90 pp 16-17

[Article by M. Aleksandrov under the rubric “World in
Transition”: “German Unification and an All-German
Home™]

[Text] A difficult situation has developed in present-day
Europe at the heart of which is the problem of Germany.
It is not a matter of anyone’s contesting the right of
Germans to self-determination, including the creation of
a single state; it emanates rather from NATO’s desire to
see a unified Germany as a NATO member. The leaders
of Britain, France, and the United States have declared
themselves unambiguously on this issue.

The optimism of H. Kohl is not altogether understand-
able since the statement of the Collegium of the Ministry
of Foreign Affairs dated 24 February makes specifically
clear that membership of a united Germany in NATO is
unacceptable to the Soviet side. Even the present gov-
ernment of the GDR, headed by H. Modrow, has come
out in favor of neutrality. On 18 March, however, the
GDR is scheduled to hold general elections, and the
West is resting its hopes on forces coming to power that
endorse German membership in NATO. It is common
knowledge that the GDR Social Democratic Party,
which is the most popular party according to public
opinion polls, has not yet revealed its position on this
question. As a result the danger exists that the process of
the unification of Germany may begin spontaneously on
the spur of the moment and take a direction inimical to
the vital interests of many European countries.

Extremely revealing in this connection is this assessment
of French Foreign Affairs Minister R. Dumas: “Events at
this time are unfolding so fast that a reunification of
Germany may occur from one day to the next. This is the
consensus. Elections will be held at some time in the
Eastern European countries, and they will take place in
the GDR on 18 March. Soon after elections are held, the
new leadership of the GDR will raise the issue of
reunification.”

One thing is clear. If the coalition supporting H. Modrow
is defeated in the elections, and new forces come to
power which advocate immediate unification of Ger-
many and its membership in NATO, this may extremely
exacerbate the situation in Europe and bring about a
sharp turn for the worse in relations between East and
West.

A natural question is: What kind of resources do we have
at this time for influencing German affairs? It would
seem at present that resources do indeed exist, both legal
and political.

The legal resources are related to steps by the four great
powers—Britain, France, the United States, and the
Soviet Union—to maintain the responsibility for
German affairs which they received as a result of their
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victory over Fascist Germany in World War II. This
responsibility has been abrogated by no one. The NATO
leaders are obliged to recognize this if only because, by
signing the four-party agreement on West Berlin in 1971,
they affirmed “the rights and responsibilities of the four
powers and related agreements and decisions reached by
them during and after the war.”

These agreements, moreover, imposed certain restric-
tions on the rights of the Germans to self-determination,
owing to the fact that Germany was the original
aggressor in World War II, causing untold casualities,
suffering, and destruction. For this reason Germany
must bear responsibility.

Today it is commonly said that a new generation of
Germans is not responsible for what has happened in the
past. Such an assertion, however, is only partially justi-
fiable. In the first place, the generation of the war years
continues to play a substantial role in the life of the FRG.
In the second place, legal responsibility rests not so much
with specific persons as with the state itself. It is no
accident therefore that responsibility for unleashing
World War II has been ascribed in the peace treaties to
those countries that took part in the war on the side of
Germany—namely, Italy, Hungary, Romania, and Fin-
land. Responsibility for the war further entailed in
principle limitations of the rights of these countries,
including confiscation of parts of their territory. So long
as these peace treaties remain in force, this principle of
responsibility will apply.

A peace treaty with a united Germany naturally is not in
existence. This circumstance is to be explained by the
fact that at the London conference of foreign affairs
ministers in 1947, a Soviet proposal to organize an
all-German government and conclude a peace treaty
with it was set aside by the West. The United States and
its allies adopted a policy designed to created in the
western part of Germany a government powerful in the
military sense for the purpose of confrontation with the
USSR. As a result a separate government of West Ger-
many was established in Bonn on 20 September 1949.
Repeated attempts by the Soviet Union to achieve in the
intervening years the unification of Germany on the
basis of neutrality were unsuccessful.

At the present time, relations of the four powers with the
GDR and FRG as sovereign states are regulated by an
entire network of agreements. Reunification, however,
and the formation of an all-German government brings
everything back to the point where it began. It is essential
to conclude with such a government a peace treaty, and
to carry out this objective a peace treaty must be held
that involves a wide circle of states that participated in
the war against Germany. This treaty should serve both
to strengthen existing frontiers and to deal with ques-
tions related to the military and political status of
Germany.

With respect to the situation from the moment of
proclaiming German reunification to the signing of the
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peace treaty, all the agreements of the victorious powers
entered into both during and after the war are to remain
in force automatically during this interim period. The
principal ones among them are the Yalta and Potsdam
agreements, and the agreement regarding the oversight
control of Germany dated 14 November 1944, along
with a number of others. In principle, the agreements
were already in force after both German governments
announced their intentions to unite and accepted the
two-plus-four formula—that is, essentially, by agreeing
to enter as a single party into negotiations with Britain,
France, the United States, and the Soviet Union.

In accordance with the agreements referred to, the estab-
lishment of supreme authority in Germany is entrusted
to the high commands of the armed forces of the victo-
rious powers, “each in his own zone of occupation,
acting upon the instructions of his respective govern-
ment, as well as acting jointly with respect to matters
pertaining to Germany as a whole.” It was precisely for
the purpose of resolving such matters that the Control
Council was established, the functions of which include
matters governing “German central administration.” At
the same time, decisions by the Council are required to
be unanimous. Accordingly, not a single issue regarding
the future status of Germany may be decided without the
concurrence of the USSR.

The agreement by the victorious powers of 25 July 1945
further noted that “all matters pertaining to the relations
of Germany with other countries shall be settled by
representatives of the allied powers” and that “German
authorities shall not assume any kind of foreign obliga-
tion, directly or indirectly, nor enter into any kind of
agreement without prior approval of the representatives
of the allied powers.”

All this attests to the fact that the entry of a united
Germany into NATO cannot be the prerogative of any
German authorities acting on their own. Moreover, we
may speak at this point only of its entry into NATO
since, upon reunification, Germany automatically
reverts to the status it had prior to the creation of the two
German states.

Of course, our Western partners, to further their own
ends, as they have done previously, may resort to direct
violations of existing agreements with respect to Ger-
many. What can we do to oppose this? More than
anything else, we can secure the support of those forces
in Germany that advocate the country’s neutrality.
There are quite a number of them. According to a recent
public survey by the magazine STERN, 49 percent of
citizens of the FRG favor the neutrality of an indepen-
dent Germany; nor is the possibility to be ruled out that
the number of those advocating neutrality will grow as
soon as it becomes clear that the issue of membership in
NATO is delaying the process of reunification. Judging
from public surveys reported in the GDR, which has
never been in NATO, citizens in support of the idea of
neutrality are also in the majority. Whether they will
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succeed in counterbalancing the supporters of member-
ship in NATO, however, is still difficult to say.

An important guarantee of Soviet interests in the settle-
ment of the German problem is provided by the presence
of Soviet troops in the GDR. These troops are stationed
there under the terms of a treaty dated 20 September
1955 dealing with the relations between the GDR and
the USSR. It is a treaty of unlimited duration; it will
cease to be in force either by virtue of the reunification of
Germany or when both sides agree to ““to change or end”
its validity. Thus neither the present government nor
future governments of the GDR may withdraw from this
treaty unilaterally or demand the withdrawal of Soviet
troops from their territory. Article 4 of the treaty,
moreover, states that Soviet troops are stationed on the
territory of the GDR “in accordance with existing inter-
national agreements,” and the concurrence of the victo-
rious powers both during and after the period of the war
is clearly implied.

In the event that the reunification of Germany is
achieved, then the agreement on the occupation zones in
Germany and on the administration of “Greater Berlin,”
dated 12 September 1944, together with subsequent
amendments, enters into force. Thus the presence of
Soviet troops in Germany even under these conditions is
completely lawful and under no condition will be termi-
nated on demand by German authorities.

Our Western partners understand that a demand for the
withdrawal of Soviet troops from the Eastern zone of
Germany is without legal justification, and they are
prepared to agree, at least verbally, to their presence
even in the event of the unification of Germany within
the framework of NATO. Their ultimate goal, however,
is clear enough. After the unification of Germany under
the NATO umbrella, they intend to “crowd” Soviet
troops out of the Eastern Zone by so-called “peaceful
means.” In general terms, NATO General Secretary M.
Verner makes no secret of this. Not long ago he declared
outright: “There is no objection to some of the Soviet
troops stationed in Eastern Germany remaining on duty,
but this status, obviously, not continue forever.” At the
same time, the General Secretary does not extend this
requirement to U.S. troops to limit the duration of their
stay in Germany.

The plan to “crowd” Soviet troops out is to be achieved,
evidently, by creating unendurable conditions for their
stay in Germany. It must be recognized, however, that
such activities along the line of contact between the two
war-time allies may lead to unpredictable consequences.
The West, apparently, is oblivious of the fact that the
USSR is empowered with broad jurisdictional rights to
defend its military and political interests in Germany.
The agreement between the governments of the GDR
and the USSR on matters related to the temporary
stationing of Soviet troops on the territory of the GDR,
dated 14 March 1957, for example, states that “in the
event of a threat to the security of Soviet troops™ on the
territory of the GDR, the High Command of the Soviet
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troops “may take measures to eliminate this threat.”
Presumably, such measures should be commensurate
with the amount of the threat.

In the event that obstruction of Soviet troops should
begin after the unification, then the provisions of the
declaration on the defeat of Germany and the assump-
tion of supreme power in regard to Germany by the
governments of the four powers enters into force. Article
14 of this declaration specifically states: “In the event
that the German authorities or the German people do
not fully and expeditiously fulfill the obligations
imposed on them by this declaration, the representatives
of the allied powers shall undertake any measures that
they consider appropriate under the circumstances.”

It is entirely possible that there are forces in the West
that will attempt to test the firmness of resolve of the
present Soviet leadership in dealing with the German
problem. If such designs do indeed exist, they are fraught
with enormous danger for international stability. History
demonstrates that the underevaluation by one opposing
side of the readiness of the other side to resort to extreme
measures to defend its national interests may lead to the
most acute kind of international crisis. It was precisely
such a scenario perhaps that gave rise to the Caribbean
crisis, which was the most dangerous confrontation of
the post-war period.

The opinion that we have nothing to fear from NATO
since East-West relations are now improving, which is
widespread in some circles, is based more on emotion
than serious political calculation. Our Western partners
are continually harping on the fact that policy cannot be
based on mere wishful thinking. It would appear that the
time has come to take a leaf from their book. The current
situation, of course, could quickly take a turn for the
worse.

The official Western interpretation of events asserts that
the aspiration of the Germans towards unification is
traceable to a fundamental urge by the inhabitants of the
GDR “to improve their material situation.” But then
why should those who live in the FRG, who are fully
provided for materially, greet unification enthusiasti-
cally? The director of the Higher School of Social Studies
in France, S.-K. Holm, in an article published this
February in the newspaper LE MONDE, offers a
detailed analysis of the phenomenon. At the heart of this
drive, in his judgment, is “an unconscious and wholly
irrational urge inherent in the German national char-
acter, which Heine termed Teutonic mania, and others
have called the nationalistic ideology of Pan-
Germanism. It is necessary therefore, the author goes on
to say, that we concern ourselves, not with the right of
the German people to unification, but rather with the
rights of neighboring peoples to maintain their security.
He then makes a proposal, which reflects an idea intro-
duced earlier by E. A. Shevardnadzhe, to hold referen-
dums on the German question in countries that under-
went German occupation. This idea would seem to merit
attention. The conditions for the unification of Germany
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constitute such a grave matter that they cannot be left
solely in the hands of a restricted circle of politicians.

The NATO leaders, cunningly playing on the natural
apprehensions of the Western Europeans, have pre-
sented the problem in such a way that membership in the
NATO alliance would seem to offer a guarantee for the
security of Germany in the future.

The question naturally arises: And what about the states
that are not members of NATO? Should they entrust
their fate entirely to the United States and its allies?
What in this situation is to become of the Eastern
European states, including Czechoslovakia, Hungary,
Romania, and Poland—the territories of which were cut
up and divided piecemeal in the pre-war period on the
instructions of Berlin? This situation may repeat itself
with the West simply washing its hands, for example, in
the event that Germany should make territorial claims
against Poland. Such a possibility cannot be ruled out.
Even the government of H. Kohl is not providing any
firm guarantees for the western frontiers of Poland. And
what will happen if a more Right Wing, nationalistically
inclined government comes to power?

Strained relations between East and West need not
involve just Germany. Currently all of Eastern Europe
has been transformed into a singular “arc of instability.”
A protracted economic crisis with no prospect of any
rapid resolution of resulting social problems has been
superimposed on the existence of an entire series of
national territorial conflicts between various Eastern
European states. The most well known of them is the
conflict between Hungary and Romania over Transylva-
nia. Let us not forget, however, that after World War I
Yugoslavia acquired Hrvatska [Croatia] and Slovenia,
while Czechoslovakia acquired Slovakia and Carpathian
Rus [Ruthenia]. Moreover, Bulgaria gave up a part of its
territory with a predominantly Macedonian population
to Yugoslavia. Like an unhealed wound ethnic conflict
continues to fester in the Yugoslavian region of Kosovo,
which is viewed in Belgrade as a campaign by Albania to
wrest long-claimed lands from Serbia. Recently, publica-
tions in Hungary and Romania which lean to the Right
have begun to make claims on Soviet territory. Thus
more than enough flammable material has accumulated
in Eastern Europe. Previously, conflicts have been con-
strained by ideological bonds and the “monolithic
unity” of the socialist community. Now, however, as
these conflicts surface, they may markedly destabilize
the situation in Europe.

Lest this destabilization, should it eventuate, lead to a
confrontation between NATO and the Warsaw Pact, it is
vitally important to maintain a stable balance of forces
between the two alliances.

Thus the interests of the Soviet Union are understand-
able. But what are the objectives of the United States?
They are also not difficult to determine. They consist,
first, of achieving strategic superiority over the USSR in
the event of possibly strained relations in the future; and,
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second, of preserving the composition of NATO. This
alliance is needed by Washington as a means of exerting
influence on European affairs at a time when the inte-
gration of Western Europe continues to gain
momentum, as international tension wanes, and the
United States may simply be “crowded out” of Europe
with the participation of this very reunited Germany.
What is incomprehensible is only how these objectives
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can dovetail with the foreign policy of the Western
Europeans, who maintain that they are striving to create
a unified Europe. The Soviet Union likewise stands for a
unified Europe, for the dissolution of military blocs, and
for the establishment of an all-European system of
collective security. Since it would provide a natural
neutral zone, the neutralization of Germany may serve
as a first step in this direction.
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Basis of CEMA'’S Formation, Continuation
Questioned

90UF00274 Moscow MEZHDUNARODNAYA ZHIZN
in Russian No 3, Mar 90 pp 58-60

[Unsigned article: “An Unsound Model of Economic
Relations?”’]

[Text] In January 1989 the USSR’s permanent CEMA
representative at that time took note, in a PRAVDA
interview held in connection with CEMA’s 40th anni-
versary, of “the major successes” of the CEMA member-
countries “in socio-economic development and in the
formation and consolidation of socialist type interna-
tional economic relations,” and he attributed these “suc-
cesses” to the policy worked out through the “collective
efforts of their communist and workers parties, which
function as the leading and organizing force of our entire
community.” A little more than a year has passed since
then. And our thinking today rejects without hesitation
not only the essence of what was said but also the
obsolete verbal definitions.

In this interview CEMA was characterized as an example
of socialist internationalism in action. But today there
rages among the countries participating in CEMA what
is essentially a trade and customs war with substantial
moral as well as material losses resulting for all sides, but
mainly for the achievement of true, practical results. And
it is here that “fraternal cooperation” is undergoing a
real test of durability and quality, and not among the
heavy, lifeless volumes which have subsided in the quiet
of offices, and which comprise the Comprehensive Pro-
gram of Socialist Economic Integration, the collective
Concept of the International Socialist Division of Labor
Up to the Year 2005, and the Comprehensive Program
of Scientific and Technical Progress, which was chris-
tened without false modesty by its creators as the “East-
ern European ‘Eureka,”” and other grandiose plans.

The idea of a unified socialist market, which was trium-
phantly announced more than two years ago at the 43d
CEMA session as a new panacea for the cherished goal of
a new kind of integration, has lost its attractiveness, and
any practical sense. And indeed, what kind of unified
market can one talk about if a majority of the CEMA
member-countries lack their own internal, national mar-
kets? And in the Soviet Union there is so far only talk
about attempts to organize “plan-market relations.”

In short, CEMA has proved to be an impotent forma-
tion. And there is nothing to be surprised about and no
one to blame except ourselves. As they say, what ye sow,
so shall ye reap.

The autarchic economic model implanted in the Eastern
European countries, which is oriented toward heavy
machine building, the extracting industry and the fuel
and energy complex, hypertrophied the entire economy
of these countries; in the first post-war years this model
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made it impossible to revive the traditional areas of
economic development and efficient relations with the
European countries.

The 1947 rejection of the Marshall Plan by the Eastern
European states led to the beginning of their economic
isolation from Europe, the re-orientation of their econ-
omies in the direction of the USSR and the establish-
ment of an economic model which duplicated the Soviet
one. Under these conditions, CEMA, whose 1949 forma-
tion did not result from economic preconditions in the
form of established trade and economic relations among
partner countries, was viewed as a response to the West.
Up to the mid-50’s CEMA essentially was not used as an
instrument for the coordination of nationa! economic
plans.

Ours is a time of critical re-evaluation of historical
experience. From the viewpoint of today it is clear that
the preservation of CEMA and the relations between its
members in the previous form has become less and less
economically and politically justified; it is simply not
advantageous.

The Soviet Union gradually began to turn into essen-
tially a raw materials adjunct to the European CEMA
member countries. Moreover, the USSR’s abilities to
satisfy its partners’ demands for fuel, power and raw
materials were constantly declining due to exhaustion of
the fuel and raw material resources and the increasing
cost to extract them. On the other hand, continuing to
supply the USSR with finished products which were
uncompetitive in the West meant that the European
CEMA countries were deprived of the incentive for
technical progress and for changes in the structure of
production; it doomed them to lag behind the West
technologically.

In short, all the members began to accumulate concerns
about cooperation within the CEMA framework.

Are the decisions adopted in January in Sofia at the 45th
CEMA session capable of changing this state of affairs?
Will the transition proposed by N.I. Ryzhkov to calcu-
lations made in convertible currency and at current
world prices work? Will the “new, reorganized CEMA”
be sufficiently attractive for any given country? Wise
from experience, we will not hurry with our conclusions.

The whole problem is that the low effectiveness (by
today’s standards) of economic relations among the
Eastern European countries does not result from flaws in
the structure or functions of CEMA. Its roots are much
deeper. They lie in the command-administrative model
of the economy, which—despite being recognized at the
last meeting in Sofia as unsound—nonetheless in prac-
tice continues to determine to a significant degree the
economic structure of our country and of the Eastern
European countries.

So what is to be done? Recognize the disintegration of
CEMA without a murmur? Allow it to die a quiet death?
Today these are not idle questions.
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It should not be thought that the USSR is more inter-
ested than all the others in preserving it. CEMA is not
more necessary to us than it is to its other members. And
it is hardly productive or advisable to try to persuade
anyone of the need to retain membership in it.

After all, the Eastern European countries are turning
more and more toward the West, and no incantations
will stop this process. They have boldly opened up their
economies in that direction in order to break through to
the newest frontiers of science, technology, production
and a better life for people. In Central and Eastern
Europe there is renewed interest in sub-regional forma-
tions. Specifically, there is the idea of the economic
integration of Poland, Czechoslovakia and Hungary,
which is designed to help these states come closer to the
developmental level of the EC countries with a view to
their joining that group in the future as participants with
equal rights. One possibility which should not be
excluded is that the integration processes in Eastern
Europe might develop at “various speeds,” that is, on the
basis of closer interaction on a bilateral or trilateral
basis, if a unified model is not achieved.

The development of economic cooperation between the
Eastern Euorpean countries and the West is a completely
normal process, which reflects objectively the trend
toward the internationalization of economic life. Of
course, this kind of cooperation should not be set in
opposition to either bilateral relations between CEMA
members or continuing attempts to find forms for inter-
action within the framework of the Council for Eco-
nomic Mutual Assistance.

The future of CEMA, if indeed it has one, is seen to lie
more in its capacity as an organization for consultation
and coordination. Realistically one can hardly count on
the creation of a genuinely integrated structure, an
eastern version of the common market.

Some authors write about a dilemma: will it be together
or separately that the Eastern European countries will
integrate into the world—and especially the European—
economic system? Undoubtedly, a joint, coordinated
integration into the Western European economy would
be more fruitful and potentially more advantageous. But
there is no dilemma here—not, in any case, for a
majority of Eastern European countries. Now, as a
Polish diplomat said, “everyone is thinking for himself.”

Today Eastern Europe has been declared an important
policy area in the EEC organs. There is talk about the
possible association of this region’s countries with the
EEC, and not only about economic cooperation but also
about “political interaction.” In fact, plans for including
Eastern Europe in the EEC zone are being discussed.

The main obstacle on the path to building joint Euro-
pean structures is the great gap between the Western
European and the Eastern European countries in terms
of development level. Much will depend on progress in
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the fundamental reconstruction (perestroyka) of the eco-
nomic mechanism of the USSR and the other CEMA
member countries.

It can be said that now the main obstacle to our integra-
tion with Europe, and to our rapid inclusion in the
system of world economic ties does not lie in the West
and, in general, it does not lie outside. It lies within the
country. Our internal weakness, which is manifested in
an economic crisis, instability, internal political friction
and problems, makes it very difficult for us to enter the
world on a broad and worthy footing. Above all, we need
to deal with the elimination of these problems. No one
else will do this for us. The success of perestroyka is our
most important goal within the country as well as for
ensuring the international status and prestige of our
country, and its acceptance by the world as a full and
equal partner.

COPYRIGHT: MID SSR, Obshchestvo “Znaniye”,
“Mezhdunarodnaya zhizn”, 1990

CEMA’s Hard-Currency Accounting Problems
Evaluated

90UF00434 Moscow TRUD in Russian 4 Apr 90 p 3

[Article by M. Lyubskiy, candidate of economic sciences:
“CEMA at the Crossroads: The USSR Is Prepared To
Trade for Dollars as Early as Tomorrow, But....”’]

[Text] The stormy political and economic processes
taking place in the countries of Eastern Europe have,
naturally, posed the question of the prospects for their
mutual cooperation. To a significant extent, this also
pertains to the question of reciprocal currency relations,
which was one of the main topics at the 45th sitting of
the CEMA session held in Sofia at the beginning of this
year. Let’s not forget that currency relations constitute
the “nervous system” of cooperation, slowing down or
stimulating economic interaction.

The administrative-command system also engendered
an administrative-command integration within the
CEMA framework, whereby everything was decided
from above, without taking into account the actual
economic interests and goals of the immediate pro-
ducers. But this radically contradicts the objective laws
of economics.

The participants in the 45th CEMA Session see the
solution in a radical change of the entire system of
reciprocal economic ties. Moreover, the principal
problem consists in the gradual creation of a united
market for the CEMA member-countries, based on the
effective use of currency-finance instruments.

EXCHANGE OR TRADE? CEMA’s existing currency
system, based on the transfer ruble, was a mirror image
of the administrative-command methods of running the
economies of these countries. And this is not at all a
matter, as certain economists think, that the transfer
ruble is not money in the full sense of that word but
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merely a unit for calculating accounts. It is a known fact
that no clearing-type currency, whether is be the transfer
ruble or something else, used for non-cash accounts
cannot and should not perform all the functions of
money. It has another task—to serve as a common
denominator for multilateral acounts.

Here the matter is something else. The coordinated,
reciprocal deliveries of goods among the CEMA mem-
ber-countries are carefully and tightly balanced on an
inter-state level, as measured in physical terms. There is,
in fact, no trade, i.e., buying and selling for money,
among the CEMA member-countries. But what takes
place instead is a centralized distribution of streams of
goods—an exchange of certain items for others in which
there is no place for “live” money. Moreover, the
transfer ruble in this case serves as merely an accounting
device, to balance the items exchanged by value. As the
immediate or direct producers of goods, enterprises take
practically no part in determining the economic condi-
tions of this exchange.

How should money, which A. Smith termed the “great
wheel of exchange,” be activated in cooperation? The
Soviet delegation at the 45th CEMA session introduced
a proposal whereby use would be made of world market
prices and a freely convertible currency. Our initiative
was supported in principle by the other CEMA member-
countries.

What could this provide? First of all, we would make the
transition for direct goods exchange or barter to genuine
trade, and so we would approach the conditions of
mutual cooperation and those commonly accepted in
world practice.

THE TRANSFER RUBLE? NO, THE DOLLAR! For
the CEMA member-countries, the transition to keeping
accounts in freely convertible currency (to put it more
simply, in dollars) is a far-from-simple matter and
requires the solution of many important problems. First
of all, in order to keep accounts in dollars, it is necessary
to have them. But it is no secret to anyone that practi-
cally all the CEMA member-countries are experiencing a
very sharp need for hard currency. There are two sources
for obtaining it.

The first is to export items to the West. Up to now such
exports have been extremely insignificant, since the
basic mass of goods being produced in CEMA are
non-competitive in the Western market. The second
source comprises new credits from Western banks and
international finance organizations. To to take new
credits is already dangerous: the level of foreign indebt-
edness in the CEMA member-countries has reached the
critical mark. As of the end of last year, Poland’s
indebtedness amounted to approximately 40 billion dol-
lars, for the GDR and Hungary it was about 20 billion
dollars, for Bulgaria—8 billion dollars, and for Czecho-
slovakia—6.7 billion dollars. The USSR is still in a
relatively more favorable position (if we compare the
total debt with the country’s economic potential and the
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number of the population); its indebtedness is estimated
to be approximately 40 billion dollars.

And so there is either no or very little freely convertible
currency in the CEMA member-countries, and virtually
no place from which to acquire it. In connection with
this, another problem arises: how should the reciprocal
accounts among them, including the USSR as well, be
balanced out if they are to be computed in dollars?
Because, after all, if, within the present-day trade struc-
ture, all the accounts were to be computed in world
prices, then every year (according to the estimates of
Hungarian and other economists) the CEMA countries
would be left owing the Soviet Union approximately
6-10 billion dollars.

Let’s illustrate this by an example. Suppose that during
the present year we were to begin keeping our accounts
with Hungary and Poland in dollars. Taking into consid-
eration the fact that about 70 percent of the shipments
made from the USSR to Hungary are accounted for by
fuel and raw materials—items which cost more than the
machinery, equipment, and consumer goods which we
import from there—when recomputed at world prices,
Hungary would be left with a debt to the Soviet Union of
1.5-1.8 billion dollars annually. This amount would be
about the same for Poland.

The following natural question arises: who would
“cover” this difference? In other words, who would grant
credits for these totals to Hungary and Poland? The
Soviet Union? We would hardly be capable of taking on
ourselves such an economic and hard-currency burden?

Furthermore, when making the transition to convertible
currency, difficulties could also arise with marketing and
selling the items produced by the CEMA member-
countries in the region of cooperation. The fact of the
matter is that, when paying in dollars, the purchasers
would, naturally, strive to obtain only goods of excellent
quality, those measuring up to world standards. And
they would refuse to import those which would not be
highly regarded or in demand on the world market. But
there are not many competitive products turned out in
the CEMA member-countries. Hungarian exports to the
West, for example, consist primarily of diesel trains,
buses, medications, and furniture produced by cottage-
type methods. The only items Czechoslovakia sells in the
Western market are certain types of machine tools and
printing equipment. Poland exports there coal, copper,
lead, tin, and road-building machinery. As we can see,
the assortment is a small one. And if accounts were kept
in dollars, it is possible that there would be a significant
reduction in reciprocal trade.

And so serious difficulties await us in abandoning the
transfer ruble. Therefore, the transition to dollars “along
the entire front™ if reciprocal trade both now and in the
foreseeable future is hardly possible or feasible. To be
sure, the USSR is prepared to begin accounting in dollars
as early as tomorrow. But it is obvious that the other
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CEMA member-countries will have to think things over
very, very carefully before deciding to take such a step.

In our opinion, as of now, accounts kept in convertible
currency could merely be a supplement to payments in
transfer rubles and in the national currencies of the
CEMA member-countries. During the initial periods it
would be feasible to use dollars primarily to pay for
imports of the so-called ‘“hard-currency” items—those
which measure up to world standards and which can also
be sold in the West.

THE OVER-ARCHING TASK OR *“‘SUPER-
PROBLEM” IS THE CONVERTIBILITY OF THE
NATIONAL CURRENCIES. The strategic thrust in
developing a currency system for CEMA consists of
moving toward the convertibility of these countries’
national currencies as an integral, organic element in of
a developed, market-type economy. On this basis we
could create a new, standardized currency for the CEMA
member-countries, one relying on full-value, convertible
rubles, GDR marks, Polish zlotys, Hungarian forints,
Czech crowns, as well as as currency union of the
community’s countries. Conditions will obviously arise
in the future for interaction between the currency sys-
tems of CEMA and the EEC, possibly with the partici-
pation of the new European Bank for Reconstruction
and Development.

It is impossible not to share the viewpoint recently stated
by A. Lukanov, chairman of the CEMA Executive Com-
mittee: “In order to have a market, there must be real
money.” But, naturally, by virtue of the differences in
the levels of economic development, the individual
CEMA countries will arrive at the convertibility of their
currencies at different times.
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The GDR proposes to take the initial steps along this
path quite soon now. As we know, its program for
economic reform provides for the introduction of the
mark’s partial convertibility already this year.

In Czechoslovakia and Poland conditions have also been
created for introducing the convertibility of currencies.
In particular, these countries have set up an integrated,
realistic rate of exchange between the crown and the
zloty to the dollar, a rate of exchange which is pegged to
the “‘black-market” level.

The attainment of convertibility by the national curren-
cieswill allow them to be utilized for international pay-
ments without having recourse to Western hard cur-
rency, which is in short supply among us. But the path to
convertibility lies through a heightened level of eco-
nomic development, one which will permit the CEMA
countries to compete as equals with the exporters of
goods and services from other states. In order to do this,
they need to achieve an appropriate or corresponding
level of development in their productive forces and
production relations, as well as a good balance between
demand and supply.

Creation of a socialist market-type economy will allow
CEMA to realize the enormous possibilities of economic
interaction among the participating countries. More-
over, the principal subjects of the economic ties will be
the direct or immediate goods-producers—the enter-
prises, which will have the right to select a partner, set
prices, the forms of accounting, and the disposition of
funds earned. And the states will have to learn how to
effectively utilize the methods of indirectly regulating
the market with the help of finance credits and currency
instruments.




JPRS-UIA-90-007
27 April 1990

Arbatov Defends Foreign Aid Expenditures

90UF00204 Moscow VEK XX I MIR in Russian No 12,
Dec 89 pp 9- 13

[Interview with Academician Georgiy Arkadyevich
Arbatov, director of Institute of U.S. and Canadian
Studies and people’s deputy of the USSR, by Valeriy
Dikevich and Yuriy Yuzhaninov: “The Potential of
Common Sense”; words in boldface as published]

[Text]

[Dikevich and Yuzhaninov] If you have no objections,
Georgiy Arkadyevich, we will begin our conversation by
asking what might seem to be a purely hypothetical
question. Do you agree that there was already a contra-
diction, even at the time of the birth of the Soviet State,
between the principle of proletarian internationalism,
the declared basic principle of Soviet foreign policy, and
the principle of peaceful coexistence—a real contradic-
tion, and not one invented by bourgeois ideologists?
Furthermore, these “principles of proletarian interna-
tionalism and solidarity” were often used by the totali-
tarian authoritarian system as an ideological cover,
which led to the squandering of national resources on
displays of foreign policy *‘successes™: the birth of new
“socialist-oriented countries,” the establishment of
friendly relations with “progressive” regimes, etc.

[Arbatov] This is an extremely serious question, and not
just because someone might have used the principle of
internationalism as a screen to protect the authoritarian
system, although I cannot absolutely deny this possibility
either. This is a matter pertaining to the origins of
important Marxist ideas with a direct relationship to the
bases of our foreign policy. I would begin by saying that
the prevailing belief in Marxism for a long time was that
the revolution would take place in all countries at once,
or at least in all of the developed countries. Marx and
Engels might have made an exception only for the
colonies and the underdeveloped countries, for which
the example of countries where socialism had triumphed
would be enough to send them down the same road.
Lenin was the first to suggest that socialism might
triumph in a single country. He did this before World
War 1, but he was suggesting that this turn of events was
possible, and not that it was inevitable or logical. No
absolute decision had been made on the matter by the
time of the revolution.

This is all the more understandable in view of the fact
that the situation which took shape during our revolu-
tion was one in which 14 capitalist states took up arms
against us. On the one hand, there were the revolutions
in Finland, Bavaria, Hungary, and the Baltic countries,
which had once been part of the Russian Empire. All of
this created the impression that the world revolution had
started and that the counterrevolution was trying to stifle
it. And the counterrevolution was also international—I
am referring to the direct military intervention as well as
the aid to the White Guards. Some “revolutionary
romanticists” asserted that we would even have to be
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prepared to lay down our lives for the cause of world
revolution and proletarian internationalism. Even illit-
erate peasants marched into battle with the slogans of
this revolution and a sacred belief in the cause (remem-
ber Svetlov’s poem “Granada™?). This was during the
Civil War. In the last stage, when we were attacked by
bourgeois Poland, Tukhachevskiy launched an offensive
with the war cry, “Give us Warsaw! Give us Berlin!” It
seemed that as soon as we would reach Poland, the
Polish proletariat would rebel, and that when we would
move on to Germany, the same thing would happen
there, and the revolutionary process would continue.

[Dikevich and Yuzhaninov} Are you saying that the
slogan of world revolution and the “Campaign for the
Bug” were the result of “revolutionary euphoria™?

[Arbatov] Not at all. In the first place, this was part of the
final stage of a purely defensive war and, in the second
place, the expectations regarding the proletariat in other
countries stemmed from conviction, and not from
euphoria. The defeat in Poland, however, forced us to
take another look at the situation and concentrate on
finding a new, non-romanticized approach. This is when
the conclusion regarding the partial stabilization of cap-
italism was also drawn. The riots in Kronshtadt were
going on at the same time within the country. At the 10th
party congress these errors began to be analyzed in
earnest, and the idea of “peaceful cohabitation” (it was
later that the word “coexistence” began to be used) was
born. Furthermore, this “peaceful cohabitation” was
regarded only as the possibility of a respite before the
next attack by outside forces....

The echoes of the idea of world revolution resounded in
our country for a long time, and when we finally had to
give it up, we felt some kind of inner shame and the need
for some kind of compensation. One of the latest exam-
ples of this was our idea that even if peaceful coexistence
did exist, it did not preclude class struggle. We went even
further, asserting that peaceful coexistence presupposed
particularly fierce class and ideological struggle. It was as
if we were ashamed of compromising our “‘revolutionary
purity,” our “revolutionary primogeniture.” I would
even say that we had feelings of “revolutionary inferior-
ity.” Of course, these feelings were unwarranted: At that
time we did so much for the revolution in other coun-
tries, just by virtue of the fact of our victory and our
existence and later with our victory in World War IL
This is why the rest of our assistance could and should
have taken the form of building a society in our country
which would appeal to others—i.e., of setting an
example.

When the authoritarian system came into being, in
Stalin’s time, abuses of our superb revolutionary slogans
were common. Even the 20th CPSU Congress did not
put an end to them, although it did draw several impor-
tant conclusions for our foreign policy. It goes without
saying that this practice survived the period we call the
era of stagnation. Furthermore, even in our international
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relations, we followed the sad examples of other nations
and sometimes used the superb slogans to cover up
unscrupulous behavior.

None of this, however, should be taken as a denial of the
concepts of “internationalism,” “internationalist duty,”
and “internationalist assistance.” They do exist, just as
our allies, our treaty-based cooperation with these allies,
and our class and ideological sympathies exist. They are
just as real as our antipathies.

[Dikevich and Yuzhaninov] Is it possible that these
“ideological sympathies have cost us too much? In the
absence of Soviet data, we have to refer to the “data” of
American organizations like the Heritage Foundation.
According to this organization’s data, for example, the
Soviet Union was spending 15 million dollars a day on
the war in Afghanistan, it spends 5 billion dollars a year
on the maintenance of economic and political stability in
Cuba, it spends 4 billion dollars a year on aid to the
Sandinistas in Nicaragua, and it spent 5 billion dollars in
Angola between 1975 and 1987, 1 billion in Mozam-
bique (1975- 1983), and 3.5 billion in Ethiopia (1975-
1986). Even if we assume that these figures have been
exaggerated and are, for instance, twice as high as the
real figures, we still come out with a colossal total.
Would it not have been more expedient to spend this
money on the establishment of elementary order in our
own economy, which is in such a disastrous state today?
Do we benefit in any way from the support of non-viable
regimes?

[Arbatov] I would not be so categorical in defining the
regimes. Many countries have lived through periods
when their regimes seemed non-viable or unstable to
many foreign observers, but these regimes later grew
strong and the situation returned to normal. The figures
you cite are also quite questionable, especially since they
come from an organization on the far right with a
dubious reputation (although you are right about one
thing: Where would we find accurate data?).

Furthermore, this is an extremely complex question and
it would be wrong to oversimplify the matter. Nicaragua,
for example, gets aid from us and from the West Euro-
peans. This country was in an extremely difficult posi-
tion: America was trying to smother it. Even the internal
state of affairs was quite ambiguous. Here is just one
example: Some of the people in government office there
are also high-level officials of the Catholic Church. Many
conscientious people now feel that all civilized countries
have a duty to help countries like this one. And there is
no need to idealize U.S. policy (which has become a
common and regrettable practice), especially U.S. policy
in Central America.

As far as Cuba is concerned, we might have different
opinions of certain facets of life there, but for many years
it had to live under the conditions of a blockade orga-
nized by the United States. Furthermore, Cuba has
always had high defense-related military expenditures.
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The need for them was not imaginary. They were abso-
lutely necessary, and this necessity was corroborated by
Cuba’s own experience and by the experience of other
countries in that region. Of course, we might argue about
the effectiveness of Cuba’s economic policy, but we are
not angels in this respect either. In this sphere we have
not always set a good example for the countries choosing
the socialist road. You also mentioned Mozambique,
Angola, and Ethiopia, but after all, these are extremely
poor developing countries, and we are sometimes still
criticized in international forums for not helping these
countries enough. Quite honestly, if the state of our
economy were even relatively normal, I might agree with
this criticism myself. During the period of stagnation we
took the wrong position: We felt that we had performed
our duty by bringing all of our former “internal colo-
nies,” the ones we inherited from tsarism—Central Asia,
the transcaucasus, and others—up to our own level. We
believed that the former colonies had to be helped by
their former mother countries. This was logical, but it
was deeply wrong in the political sense. Now we quite
rightly believe that the underdevelopment and poverty
of these countries is everyone’s problem: Even when it
comes to the consolidation of international security, this
will necessitate the normal development of the states in
the *“Third World,” where the majority of the world’s
population lives. Even “enlightened egotism” tells us
this, not to mention humanism and normal human
empathy, which will not allow us to forget that there are
countries where people are dying of starvation and that
millions fall victim to it each year.

[Dikevich and Yuzhaninov] Come now, we are not
naive, and we are fully aware that in most cases our aid
was used not to build schools and orphanages, but to arm
soldiers, bribe officials, stifle the opposition, and com-
plete massive and ambitious economic projects.

[Arbatov] This is definitely a problem in some cases and
it has to be solved. It is true that in the past we helped
some African countries because their leaders asserted
that they were building socialism (and we believed these
assertions without any proof whatsoever), while our aid
was actually steeped in corruption and in abuses of
power by bureaucrats. In these cases we have the right to
demand that our government, our parliament and the
special commissions, explain to the public how our
financial and other aid is being used: They should report
how much went to the people, how much was wasted by
mismanagement, and how much was stolen.

[Dikevich and Yuzhaninov] Nevertheless, we feel that
the problem goes far beyond just the “proper” use of
Soviet aid. Now that the future of perestroyka is being
decided, now that the country is trying to emerge from
an economic and financial crisis, and now that we have
to fill the market with food and consumer goods as
quickly as possible, we must take radical measures and
reduce our aid to so-called “friendly regimes” dramati-
cally.
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[Arbatov] I realize that all of this has to go together. We
are already working toward the settlement of regional
conflicts, and we have made serious advances here. We
always had to coordinate our aid with our capabilities,
and we should be particularly careful to do this in the
future. We also have to remember that with the excep-
tion of extreme situations, such as the need to repair the
ravages of war, catastrophic droughts, and other natural
disasters (incidentally, after the earthquake in Armenia
we received a great deal of aid ourselves), any country,
even the poorest, will gain more from properly balanced
and mutual beneficial cooperation than from charity. In
some cases, for example, we have built large metallur-
gical combines or big power plants in developing coun-
tries where there is no base for their operation or even a
real need for their products. This also applies to the
socialist countries. The same sacrosanct delusion pre-
vailed: The first thing that had to be done for socialism
and for the working class was the construction of a big
metallurgical plant. At one time we were even building
them in countries with no ore or coal, and now we have
to ship them to these countries ourselves, although the
plants are already obsolete from the technical stand-
point. There are excellent examples of our cooperation
with other countries, however, revealing cases in which
we did help lay the foundation for industry.

[Dikevich and Yuzhaninov] Regrettably, it is time for us
to start asking for help.... We are falling further and
further behind the industrially developed Western coun-
tries and are approaching the level of countries we refer
to as developing states: Argentina, Brazil, and others.
There have been examples of countries surmounting
their underdevelopment in the 20th century: Japan after
World War 11, and South Korea, Taiwan, and other
“Asian dragons” in the 1960’s, 1970’s, and 1980’s. In all
of these cases the dramatic acceleration of development
was a result of the close integration of the economies of
underdeveloped countries with the economy of a
“leader-country” or group of countries. For Japan it was
the United States, and for the “Asian dragons” it was
already Japan itself, which secured [next line in text out
of context ‘...about this. After all, CEMA does not
include...”; possible printing error or omission]. Our
potential for conversion is not great, and for this reason
we cannot surmount the technological gap or raise our
standard of living without Western input.

[Arbatov] Conversion is an extremely complex matter
and a matter of great importance to us. We have not
learned to do this yet. All of our intellectual, scientific,
and technical potential must be put at the service of the
national economy and civilian purposes. Conversion
must be carried out on a broad scale. And we need input
from the West less than we need input from our own
science in our own industry, from the military industry
in civilian branches, and from advanced fields in back-
ward ones. After all, the successes of the metallurgical
industry in the United States, Japan, and South Korea,
for example, are all based on our development projects!
We have found that in our country the period of time
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between discoveries in the Paton Institute and the orga-
nization of production based on the institute’s discov-
eries and inventions is much longer than the period in
those countries between the purchase of Soviet licenses
and the manufacture of products (which we, as the
crowning touch, later have to import in many cases).
This is our main problem, and we simply have to solve it.
After all, it would also be difficult to rely solely on the
generosity of Western countries. They are not that eager
to transfer technology even to each other, and they do
this only when there is a clear advantage in exchanging it
for something else. Incidentally, we have something to
offer in the sphere of science and technology, and we
could make use of the fierce competition in the market to
our own advantage. The FRG certainly has no wish to let
Japan get ahead of it, and America is competing with
these two countries and with others.

[Dikevich and Yuzhaninov] We would also like to know
your views on another matter. At one time, the author-
itarian system made use of the idea of “Soviet-American
relations as a manifestation of the global confrontation
of socialism and capitalism” in its attempts to stay
afloat. In the most general terms, what changes has the
theory of Soviet-American relations undergone in recent
years? Your opinion is of particular interest to us
because, after all, in the West they call you the “Krem-
lin’s leading expert on Soviet-American relations.”
Besides this, it has recently been suggested that some of
the political and intellectual energy used in the American
sphere could be saved and could come in handy in
certain neglected areas of international policy.

[Arbatov] I would say that there was a time when the
struggle between the two systems was regarded as the
main feature of the era and did actually determine the
course of world events. Now, on the other hand, we feel
that the world is something integral and interdependent,
even if it is full of conflicts and differences, and some-
times extremely acute ones. We still see traces of “bipo-
lar thinking” in the United States, however, although it
is true that it is related less directly to the class essence of
the two systems than to their physical strength.
According to this school of thought, there was a power
vacuum in the world, and the USSR and United States
filled it. This is how the bipolar world came into being.
The other powers had either left the scene or had been
debilitated by the war.

This was true to some extent, but now the world is
multipolar again, and there are new power centers. This
has changed the role of USSR-U.S. relations: They do
not play their earlier dominant role, although they are
still quite important. Until the threat of war has been
eliminated, these great powers with their colossal eco-
nomic and political strength will continue to play an
extremely important role. In the new thinking- -and this
is reflected in our state documents—international rela-
tions are not reduced to USSR-U.S. relations and are
much broader. Recently we have also tried to take this
into account in our political practices.
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[Dikevich and Yuzhaninov] Does it seem to you that
many of our past and present problems were the result of
our tendency to treat Marxism- Leninism as Holy Scrip-
ture?

[Arbatov] Marxism was never meant to be taken as
scripture, as something complete, and capable of inter-
preting anything in detail. Even believers do not take
Scripture as the absolute truth today. Marxism is always
developing, renouncing some parts of its past and
moving on to the next stage. Present-day imperialism is
not what Lenin was writing about in his famous work. It
seemed to him that it was the last stage in the develop-
ment of capitalism. I think he would draw a different
conclusion today. And contrary to the expectations of
Marx and Engels, the revolution was not worldwide, and
many other developments did not fit into the original
formula. If capitalism had not been capable of change, it
would have died long ago, just as Marx and Engels
predicted. And speaking of these changes, we frankly did
much to improve the status of the laboring public in the
capitalist countries. After the revolution, for example,
under the pressure of the very fact of our existence and
our example, social legislation was legitimized in the
capitalist countries. Prior to this, the demands for an
8-hour workday, social security, free medical care, and
many others were viewed as something just short of
criminal anarchy. Capitalism seems to have learned
from us whenever it was “pressured” by the influence of
our example. We would not have to feel ashamed if we
also took the bold step of learning the good things others
have to offer.

Prospects For Resolving Regional Conflicts
Viewed

90UI04534 Moscow NAUCHNYY KOMMUNIZM
in Russian No 2, Feb 90 pp 37-45

[Article by Galina Anatolyevna Drobot, candidate of
philosophical sciences, (Moscow University Philosophy
Department): “Regional Conflicts: Their Sources and
the Prospects for Bloc Uncoupling”]

[Text] Regional conflicts are one of the most acute
problems in the Third World and in the entire world
community. The following data testifies to this. During
the Eighties, the growth rates of military expenditures in
the developing countries exceeded the corresponding
indicator in the developed capitalist countries twofold
and the average world growth rates by more than three-
fold. Even the African continent, where the question of
basic survival really arose during the Eighties, has
increased military expenditures tenfold during the last
two decades. According to the calculations of specialists,
if there had been no military imports, the foreign debt of
the developing countries would be 40 percent less (cf.
AZIYA I AFRIKA SEGODNYA, No 5, 1989 pp 9 and
11; PRAVDA, 25 May 1989, p 5).

The danger of regional conflicts is caused by the fact that
the confrontation between the great powers and between
NATO and the Warsaw Treaty Organization has also
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embraced a sphere of influence in the Third World, and
this leads to any local conflict being transformed into a
factor that destabilizes the international situation in
general. With the present level of armaments, an oppor-
tunity is created to use new types of weapons of mass
destruction right up to and approaching a dangerous
border beyond which it is but a step to nuclear catas-
trophe. The events during the fall of 1962 in Cuba are
reminiscent of this. Thus, the problem of regional con-
flicts has become a component part of the global problem
of maintaining peace on earth.

Almost no one doubts the necessity of uncoupling con-
flict situations in the Third World from blocs. However,
it is difficult to find another international problem which
gives birth to so many differences of opinion on the path
to its solution. The reason for this is fully explainable:
Too many different and often directly opposite interests
are operating at the same time. The main thing is that
serious differences on this matter still exist between the
USSR and the United States—differences that are based
on the mutual lack of trust, which has still not been
overcome, and geopolitical antagonisms. Not only the
American side, as we have previously suggested, but also
our side needs a serious theoretical rethinking of the
international process. The suggestion to consider the
containment of the ‘“extremist manifestations of U. S.
regional policy” as the Soviet Union’s top priority task
will hardly contribute to the relaxing of regional tensions
(N. Spasov, “The Evolution of the U.S. Approach to
Regional Problems,” MIROVAYA EKONOMIKA 1
MEZHDUNARODNYYE OTNOSHENIYA, No 3,
1989, p 35). You see, any *‘containment,” “hurling
back,” or “supplanting” causes an opposite reaction at
the very least. Let us recall the NATO “nuclear deter-
rent” concept and meditate on how much it contributed
to peace.

The idea of “containment,” which was universal in the
past and which still persists now, logically flows from an
analysis of the reasons for the origin of regional conflicts
in the modern world. The United States has repeatedly
linked the tension in the world with the very existence of
the Soviet Union. The official Soviet point of view on
this question is not very different: “On imperialism and
only on imperialism does the responsibility for the wars
and conflicts of our century lie....” (“Materialy XX VII
syezda KPSS” [Materials on the 27th CPSU Congress],
Moscow, 1986, p 100). Let us note, that, in quoting this
thought, American political scientists have substantiated
the rightfulness of the strategy of ““neoglobalism” (cf. R.
S. Litwak and S. N. MacFarlane, “Soviet Activism in the
Third World”, SURVIVAL, London, 1987, Vol 29, No
1, pp 34-35).

This position of the Soviet side and the American one
has not only practically strengthened the confrontational
trends in the world (this is already officially being
admitted by the Soviet Union) but it also has distracted
from understanding the nature of regional conflicts since
it has ignored the profound objective processes that are
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developing in the Third World—processes whose pri-
mary causes do not have any relationship to the opposi-
tion between the USSR and the United States. It is
impossible to talk about the uncoupling of regional
conflicts from blocs without understanding and consid-
ering these processes.

Now, a different and more realistic point of view on the
nature of regional conflicts is being asserted. ' The
de-ideologizing of the world outlook in general and of the
Third World in particular is the methodological key in
reappraising positions. Without going into an analysis of
the content of the concept of “de-ideologization™ (this
would take away from the subject of the present article),
let us point out that—in this context—under ‘‘de-
ideologizing™ is not understood a rejection of ideology’s
right to exist. This would be absurd since, regardless of
our desires, ideology as the consciousness and self-
consciousness of definite social groups, parties and
movements embraces all spheres of human activity,
including, of course the international one. We are talking
about the ‘“‘cleansing” from Marxist ideology a class
antagonistic world outlook that considerably narrows the
real picture of social life in our time when the classes of
a modern society, themselves, are being significantly
modified and the total social effect is becoming more
complicated in comparison with even the first half of the
20th century. Moreover, the limited vision of the Near
East countries, whose development has always been
outside the limits of classical schemas is an inadequate
one. A de-ideologized understanding of the Third World
today assumes a rejection of its identification with the
arena of the struggle between the two social systems and
the two opposing trends in social development and an
understanding of its specifics and originality. Essentially,
this means an objective investigation of this region and a
return to the Marxist principle of the truth’s historic
specific nature.

If one tries to reveal the nature of regional conflicts from
these positions, an affirmation of the Third World’s
internal potential conflict nature, which becomes signif-
icantly stronger after the gaining of independence, will
be the main thesis. Its conflict generating potential is
made up of several elements.

First of all, there are certain specific features of social
relationships in the Third World: national, ethnic, reli-
gious, and class diversities; the tradition of the
autonomy of political institutions; and religious fanati-
cism. Undoubtedly, this specific character is historically
transient and connected with the general social back-
wardness of the liberated countries and the absence here
of a formed civil society with its democratic tendencies.
However, these features, which permeate the psychology
of the masses, are still generating in them a social tension
whose motives it is at times difficult to explain from the
point of view of the European consciousness. Deeply
affecting the interest of the local layers, they arouse them
to bloody internecine dissension as, for example, in
South Yemen in January of 1986 and in present-day
Lebanon.
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In this regard, one cannot agree with the point of view of
V. lordanskiy, who thinks that internal conflicts in the
Third World have been contained for centuries by the
fostered passivity of the individual (cf. V. lordanskiy,
“Further Research Is Necessary,” MIROVAYA
EKONOMIKA 1 MEZHDUNARODNYYE OTNOSH-
ENIYA, No 12, 1988 p 125). The distinctive feature of
Eastern conflicts consists of the fact that mass fanaticism
is prevailing over deliberate action. From our point of
view, G. Mirskiy is correct. He substantiates the idea
that potitical violence will remain an integral element of
the developing countries’ political life for a long time to
come and even the most profound and positive changes
in the external world will hardly change anything in this
regard (cf. G. Mirskiy, “Extremism, Terrorism and
Internal Conflict in the Third World,” MIROVAYA
EKONOMIKA 1 MEZHDUNARODNYYE OTNOSH-
ENIYA, No 8, 1988, p 73).

A second element is the economic and political conse-
quences of colonialism, which are being primarily man-
ifested in Asia and Africa today. Here are some of them.
The economic lagging behind, whose foundations were
laid during the colonial period, has placed the liberated
countries into a position of being competitors “for a
place in the sun.” The numerous clashes between them
based on economic motives come from this. The conflict
between Angola and Zaire over border oil fields can
serve as an example. Economic interests, which are
connected with an outlet to the Persian Gulf, were
present in Irag’s position in its war with Iran. The
colonial past also lets itself be known in conflicts over
borders, which arbitrarily divide nationalities and tribes.
The consequences of the “divide and rule” policy, which
established a privileged status for some local groups to
the detriment of others, are also being felt. This gave
birth, for example, to the protracted conflict in Sri Lanka
between the privileged Singhalese and Tamils, who had
been pushed into second place in the life of society and
who did not wish and did not desire to reconcile them-
selves to such an abnormal position.

The next element is the social transformations during the
postcolonial period. We are talking about the painful
process of establishing their own economic and political
structures for society, independent of the former mother
country. In this regard, all of its layers come into motion.
This aggravates traditional contradictions and gives
birth to new ones connected with social differentiation.
This period in the development of the liberated countries
can be compared to the three-century period of national
consolidation for the peoples of Western Europe and
North America which was also marked by extreme
political instability and an unbalanced character.

One must especially single out such a phenomenon of the
post colonial period as the struggle for originality along
the developmental path—a struggle that was most dis-
tinctly noted in Asiatic countries since the second half of
the Seventies and which has received the title of “Islamic
boom.” It seems that one should not boil this phenom-
enon down only to the strengthening of Islam’s role in
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the life of these countries. It is broader both in content
and geographically: We are talking about the movement
to preserve the social and cultural specific natures of the
Eastern countries and about defending them from any
type of other nationality influences. This concerns Bud-
dhist countries to the greatest degree. History has shown
that artificially planted mature capitalist relationships
(“the white revolution” in Iran) and barrack-like com-
munist systems (Cambodia and Afghanistan during the
rule of Amin) found themselves among those “torn
away.” It is also difficult to grasp the bourgeois demo-
cratic changes in the East. The carrying out of agrarian
reforms by the Najibullah government, during which the
peasants not only refused to take the land offered to
them but also went on a holy “jihad” against the “false”
government, is evidence of this in particular. The fact
that ownership of the land is sacred and that not even a
brother can take a shovel-full of land from a brother
without mutual agreement, was not taken into consider-
ation (cf. PRAVDA, 24 August 1988). 2

Such a factor as the social and class contradictions,
which exist in the relatively developed (in comparison
with the Eastern) Latin American countries, is also
important. At the base of these contradictions is the
struggle for the democratization of social life as a condi-
tion for progress (the civil conflicts in Central America
and Grenada). Under certain circumstances, the nature
of these movements can go beyond general democratic
and antifeudal limits and acquire anticapitalist features
as, for example, in Nicaragua. This type of conflict is
deeper than the social and cultural contradictions in the
muslim East and are more difficult to solve using
peaceful means.

Another factor is the national liberation and antiimpe-
rialist struggle for political independence. Two large
areas of national liberation struggle: the Arab lands
occupied by Israel and Namibia, remained until recently
in the world. A third—Panama, which is waging a
struggle against the United States for the return of its
territory in the canal zone, has now been essentially
joined to them.

This is the complex of internal factors which lie at the
base of regional tensions in the Third World. In reality,
the factors noted strengthen each other by intersecting.
Generally speaking, one can talk about the dependence
of conflicts on the development of the Third World
countries. Internal stability requires long-term and deep
changes in the developing countries.

The thesis that the situation in the developing countries
is determined by the conflict between capitalism and
socialism, which is still being maintained in our con-
sciousness, interferes with an understanding of Third
World problems and the practical actions to resolve
them that correspond to this understanding. One cannot
say that this thesis was born in a barren place. The
conflict between the social systems really began to be
transferred actively to the Third World during the Six-
ties. Our side considered its duty to be to expose the
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expansion of capitalism there in any way possible. The
West, in turn, regarded local democratic movements
with apprehension, frequently seeing ‘“Moscow’s
intrigues” in them. Thus, the Third World’s internal
problems, including conflict situations, were included in
the context of a global confrontation. As a rule, this
contributed to intensifying the conflicts and hindered
their resolution.

E. A. Shevardnadze points out that today’s regional
conflicts “while breaking out for different reasons and
developing for different reasons ... preserve one
common conformity to natural laws, viz., they last for an
invariably long time, without permitting any positive
political result” (PRAVDA, 28 September 1988, p 4).
This is explained by the fact that the participation of
Third World countries in the conflicts, which arise on
local soil, inevitably lead to their internationalization
and frequently to the introduction of ideological direc-
tions that are alien to these conflicts and that are
borrowed from the arsenal of the debate between capi-
talism and socialism. The participants in the conflicts
cease to proceed from a local balance of forces and
interests and try to change them forcibly in their favor,
relying on support from outside (cf. A. Kolosovskiy,
*“Regional Conflicts and Global Security,” MIROVAYA
EKONOMIKA I MEZHDUNARODNYYE OTNOSH-
ENIYA, No 6, 1988, p 36).

In this regard, those participants in the conflict, who are
less capable of compromise and dialogue, often appeal
for outside help. (Incidentally, the refusal to compromise
is not always a sign of strength, the more so in a modern
multivariant social process.) It is this help from outside
that often takes the place of internal social support for
the clashing sides, artificially supporting their viability
and, consequently, also prolonging the conflict in which
they are participating. In this regard, the present situa-
tion in Nicaragua and the situation in Afghanistan at the
end of the Seventies and beginning of the Eighties is
revealing. Not having any positive program except the
removal of the Sandinistas from power, the Nicaraguan
Contras are living on American “humanitarian > aid. In
Afghanistan, a domestic policy was being followed,
which a significant part of Afghan society opposed, and
the government was forced to resort to the Soviet
Union’s support. Evidently, the situation in Afghanistan
is now a different one. The realism of the Najibullah
government’s domestic policy is radically—although not
quickly—changing the attitude in the country in favor of
national reconciliation, isolating the “irreconcilable”
opposition. The same conformity to natural laws is again
appearing: The one, who loses domestic support, partic-
ularly gravitates toward external assistance. The result—
bloodshed which has already gone on for ten years.

Yes, the system of “‘client” relations with Third World
countries has a reverse side even for the great powers
themselves. There are quite a few examples where a
state, which provides military aid, turns out to be a
hostage of its allies since the commitments between them
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limit, for example, opportunities to preserve the life of
their own servicemen and equipment.

In this regard, I would like to express some considerations
on why the Soviet Union along with several other socialist
countries was a participant in the struggle for a sphere of
influence in the Third World. In principle, this contradicts
the nature of socialism. In our view, under the objective
circumstances (the aggressive imperial actions of the cap-
italist centers in the developing countries, etc.), the class
antagonistic vision of the world, itself, led to the socialist
countries accepting the “rules of the game”, which were
suggested by imperialism, although they were guided in
this by different purposes. In practice, however, the goals
drifted apart from the results: The policy of the United
States and the Soviet Union often evoked a protest in the
Third World against a certain common enemy in the
person of the “rich North.”

Let us point out, however, that one should not identify the
Soviet policy with the “export of revolution” to the devel-
oping countries as we sometimes do in the heat of self-
criticism. The strengthening of the Soviet presence in the
Third World during the Seventies coincided—although
not coincidentally—with the independent revolutionary
upsurge in these countries which was connected with the
serious changes in the world capitalist system. The Soviet
presence (just as the activity of Cuba, the GDR and several
other socialist countries) rested on authentic social pro-
cesses and domestic political forces; however, the viability
of the latter and the correspondence of their positions to
the objective tasks in the development of their countries
were not fully taken into consideration. Political sympa-
thies primarily thrived on the basis of adherence to a class
confrontational world outlook regardless of the sphere of
its application—from the situation in tropical Africa to
Soviet-American relations. The conformity of this position
to Marxism-Leninism did not evoke any doubts.

Meanwhile, the dogmatizing of several Marxist appraisals
of the international situation at the beginning of the 20th
century occurred in this regard. On the eve of and right
after the October Revolution, V. I. Lenin said that the
“entire world system of states” and the “mutual relations
between peoples” are determined by imperialism’s struggle
against the Soviet movement; “we will exert every effort to
become close friends and join together with the Mongols,
Persians, Indians, and Egyptians. We consider it to be our
duty and to be in our interest to do this since socialism in
Europe will not be durable otherwise” (V. 1. Lenin, “Pol-
noye sobraniye sochineniy” {Complete Works], Vol 41, p
242 and Vol 30, p 120). This accurately reflected the state
of the world’s social development at the time. Political
instability and a confrontational nature were engendered
in the world at the turn of the century by the very
formation of the world capitalist system which created
centers of tension and the maturing of the revolutionary
situation and not in the most developed of its links. The
“awakening” of Asia, which it seemed was joined with the
revolutionary struggle of the proletariat in the developed
countries and supported it, flows from this. However, even
at the start of the Twenties, V. I. Lenin proposed the
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concept of a new economic policy with which the devel-
opment of the idea of peaceful coexistence and its inter-
pretations as reflections of the deep processes of our age
were inseparably linked.

Today, socialism’s fundamental interest cannot fail to
change in a world where integration processes are
growing. Socialism must primarily reveal its essence
more fully and this will contribute to the strengthening of
its position more than searches for “class” allies in the
Third World where classes have still not been formed.?
Otherwise, the danger of a loss of reputation by socialism
can arise in the modern civilized world (cf. MEZHDUN-
ARODNAYA ZHIZN

When examining the mutual relations between the devel-
oped countries and the developing ones in the context of
the modern international situation, one must not absolu-
tize the negative aspect of this process at the same time.
The developed states’ participation in the affairs of Third
World countries also has a positive content which is
determined by the deep cultural, historical and economic
ties of the developed countries with the Third World (we
are primarily talking about the capitalist countries). It is
hardly correct to say that they are factors in the destabili-
zation in this region and that they “stand in the way of
progress” (cf. V. Gerns and R. Shtaygervald, “The Demo-
cratic Alternative and Antimonopolist Strategy,” KOM-
MUNIST, No 4, 1989, p 81).* However, there is a problem
and its solution—at least at a theoretical level—is seen in
defining the conditions under which the participation of
the developed states, including the socialist ones, in Third
World affairs will have a positive nature and not become
the capitalizer of tensions: first, this participation—
whether it is economic, political or cultural—should not
subordinate the region’s interest to the purposes of global
confrontation; second, when talking about support for any
regime, it should have its own vital forces.

In this regard, the question of military assistance to
developing countries, which is supplied to one of the
conflict participants, deserves special attention, following
the general logic in uncoupling regional tensions from
blocs, it would seem that it is necessary to recognize its
negative role in developing regional situations. Actually, in
the modern world where mutual distrust has not been
overcome, any use of foreign military potentials in local
conflicts inevitably causes irritation and suspicion both in
that region and in the world community in general even if
these actions are connected with the defense of sovereignty
and the repelling of foreign aggression, i.e., are within the
framework of the UN Charter. For example, the participa-
tion of Vietnamese volunteer forces in the Cambodian
civil conflict not only aggravated the situation in Southeast
and East Asia but also had a negative effect even on
Soviet-Chinese relations. In this connection, the rejection
by “foreign forces” of unilateral actions in connection with
the expansion of conflict situations has great importance
(cf. Ye. Primakov, “Soviet Policy in Regional Conflicts”
MEZHDUNARODNAYA ZHIZN, No 5, 1988, p 8).
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However, if we return to the situation in Cambodia, then
the correctness of the decision of the two friendly states is
absolutely—in our view—unquestionable from the point
of view of the Cambodian people’s interests. Let us point
out that only the Cambodian people’s interest, almost half
of whom were killed by the monstrous genocide of Pol Pot
and Heng Sari, and not the interests of the USSR, China or
any other country can be the criteria for justifying this
political step. The genocide was halted and peace is being
restored in Cambodia and the area around it. However,
foreign military assistance far from always provides such
results. The Soviet forces in Afghanistan, Syrian forces in
Lebanon and American military deliveries to the muja-
hidin were not a factor which contributed to the very rapid
resolution of the conflicts.

That is why, without altogether negating bilateral agree-
ments on military assistance, one can say that the
question of its advisability must be solved in each case
specifically. In this regard, the role of an arbitrator, who
takes into consideration both local interests and the
global tensions still existing in the world, should belong
to international agencies. It seems that their role as an
arbitrator should be established in the appropriate arti-
cles of the UN Charter which allow bilateral military
agreements (for example, Article 51). As yet, they only
require the Security Council to be informed post facto
about joint military actions by two countries.

If we are talking about general principles in uncoupling
regional conflicts from blocs, then, of course, it is more
preferable to avoid foreign military participation in them
just as any other outside interference, i.e., insure a freedom
of choice for each people. This is the first condition. The
second consists of halting military actions and achieving a
political compromise between the local participants in the
conflict. Both of these conditions require a considerable
strengthening of the role of international agencies. Essen-
tially, this process is already underway (the Geneva Agree-
ment on Afghanistan and the UN mediation functions in
resolving the Iran-Irag and Namibian questions). One
must mention that the USSR position in this respect has
radically changed during recent years towards recognizing
the role of collective measures to insure security in any
region of the world. The proposals on Afghanistan, which
M. S. Gorbachev proposed at the United Nations in
December 1988, in particular, are evidence of this. They
contain the idea of using a contingent of UN forces to
maintain peace while a government is being formed and
the idea of convening an international conference very
rapidly on the neutrality and demilitarization of Afghani-
stan (Cf. M. S. Gorbachev, “Vystupleniye v Organizatsii
Obyedinennykh Natsiy, 7 dekabrya 1988” [Speech to the
United Nations Organization on 7 December 1988],
Moscow, 1988, p 20). At the same time, opportunities for
international mediation, including through the United
Nations, are still limited.

The contradictions within the United Nations, especially
in the Security Council where the rule of unanimity by the
permanent members exists, are a serious obstacle here, A
clear example of this is the violation of the Geneva
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agreements by the United States of America and Pakistan.
Sessions of the UN Security Council examined the ques-
tion of Pakistan’s direct military interference in Afghan
affairs during April 1989. The purpose of the sessions was
only to develop an official position and bring it to the
attention of the world community. It did not manage to do
this because of U.S. opposition.

The use of compulsory measures against an aggressor in
the interest of collective security, which is provided for by
the UN Charter, is even more unrealistic. The United
Nations Organization has still not been able to provide
important economic assistance to the victims of aggression
and racism. The United States, even though it was a
mediator in solving the Namibian problem, has refused to
allocate assets to the UN fund for maintaining peace in this
region. Material assistance for long-suffering Afghanistan
along UN lines comes most frequently from the Soviet
Union. This means that the role of international agencies
in the process of removing regional conflicts from blocs
greatly depends on the mutual understanding between the
great powers. That is why a “code of conduct” for the great
powers in regional conflicts has been repeatedly formu-
lated in different versions (cf. Ye. Primakov, “Soviet
Policy in Regional Conflicts,” MEZHDUNARODNAYA
ZHIZN, No 5, 1988, pp 8-9; A. Kislov, “New Political
Thinking and Regional Conflicts,”” MIROVAYA
EKONOMIKA I MEZHDUNARODNYYE OTNOSH-
ENIYA, No 8, 1988, pp 46-47; “Studies of War and
Peace,” Oslo, 1986, pp 189-191; etc..*.

Kissinger introduced this term into political phraseology at
the beginning of the Seventies. However, effective cooper-
ation and the finding of a “common denominator” in
regional policy is still a matter for the future. Let us cite the
delivery of arms to the Third World by the great powers,
which is still at a high level, as confirmation. According to
the thinking of A. Kolosovskiy, the question of arms
deliveries is the touchstone on which the depth and sin-
cerity of this newness in policy are being checked, and is, at
the same time, the most stable element in the old
approaches (cf. A. Kolosovskiy, “Zones of Risk in the
Third World,” MEZHDUNARODNAYA ZHIZN, No 7,
1989, p 48).

It is clear that mutual concessions and compromises are
required at both the global and regional levels. Without
going into a detailed analysis of this problem, let us point
out one interesting—in our view—consideration which
has been expressed in our literature. A. Kozyrev and A.
Shumikhin think that the path of compromise assumes a
conscious rejection by each great power of actions that can
be interpreted as “infringements on the traditional geopo-
litical interests of the opposite side” (A. Kozyrev and A.
Shumikhin, “The East and West in the Third World”
MEZHDUNARODNAYA ZHIZN, No 2, 1989, p 77). At
first glance, it may seem that the old idea of dividing the
world into spheres of influence is being brought back to
life. However, if one has in mind the objective involve-
ment of the developed countries in Third World affairs,
then, an appeal not to go against objective reality is
contained here. However, in order to avoid ambiguity, let
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us point out that only relations that are mutually beneficial
for the developed and developing countries can be
regarded as traditional relations worthy of international
respect. For example, U. S. interests in Panama or Nica-
ragua cannot be related to them.

Thus, the cardinal solution of the problem of uncoupling
regional conflicts in Third World countries from blocs
requires a deep analysis. This is a matter for the future.
Even in those cases where one manages to achieve a
cease-fire, such sharp contradictions are frequently pre-
served between the participants in the conflicts that peace
hangs by a thread as is happening, for example, in the
Iran-Irag conflict. Only the war’s back-breaking burden
forced the Ayatollah Khomeini to decide in the summer of
1988 to halt military actions against Iraq. This decision,
however, was for him—according to his own admission—
“more painful than a cup of poison.” The second year of
the armistice is underway; however, the sharpness of the
contradictions in this conflict have not been reduced. The
Ninth Conference of Heads of States and Governments of
the Nonaligned Countries, which took place in September
1989, confirmed this. The constantly heightening crisis in
Lebanon is also an example of a “dead-end” situation that
has its roots in local contradictions.

In connection with this, the objective trends in modern
international development are still playing the main stim-
ulating role in the process of settling regional conflicts.
First, the concept of the hopelessness and danger of
military methods to solve controversial questions is
growing in the world, including among the direct partici-
pants in conflicts. Several participants in conflicts have
shifted to a political dialogue: a cease-fire has been
recorded on the Libyan - Chad border and political con-
tacts between the opposing forces in Ethiopia and Angola
have started. Second, against the background of the
strengthening integrating processes, the barriers, which
separate countries (especially Third World ones), more
and more are opposed to the interests of development. In
this regard, the planned changes in the political policy of
Thailand—a state on whose territory the Khmer opposi-
tion is based—is characteristic. Domestic political insta-
bility has begun to threaten the vitally important interna-
tional economic ties of this country. This served as the
reason for beginning a review of its political policy. The
process of economic integration has also created precon-
ditions for noticeably reducing the level of confrontation
in northwest Africa where the Union of Arab Magrib arose
in February 1989 to coordinate the region’s development.

The growing regional self-awareness, which is being dis-
played by the establishment of associations of states in
highly explosive regions to solve their problems, can play a
large role in realizing the noted objective trends. The
Contadora and Djakarta processes and the activity of the
front-line states in south Africa and the Arab countries in
the Near East are an example. It is noteworthy that these
processes combine states of different social and political
orientations who are defending the right to develop free
from external interference, which is the main right for all
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of them. These joint regional actions are already supple-
menting and replacing the activity of international mech-
anisms where the latter are slipping. The international
conference on Cambodia in August 1989 did not provide a
positive result in contrast to the regional meetings of the
participants in the Cambodian conflict that preceded it. It
is possible that this form of resolving regional conflicts is
for the future and the international community must
contribute to it in every way possible.

Footnotes

1. Cf. M. S. Gorbachev, “Perestroyka i novoye myshleniye
dlya nashey strany i dlya vsego mira” [Restructuring and
New Thinking for Our Country and for the Entire World],
Moscow 1988, p 179; G. Mirskiy, “Extremism, Terrorism
and Internal Conflict in the Third World,” MIROVAYA
EKONOMIKA I MEZHDUNARODNYYE OTNOSH-
ENIYA, No 8, 1988; A. Kolosovskiy, “Zones of Risk in the
Third World,”” MEZHDUNARODNAYA
ZHIZN)Problem of Their Removal From Blocs,” LATIN-
SKAYA AMERIKA, No 1, 1989.

2. Let us point out in this connection that Zia ul Khagq,
the former president of Pakistan, combined the tradi-
tional and the modern in the life of his country together
very skillfully. That is why he ruled the country longer
than any of his predecessors without overcoming a single
crisis of authority and insuring a relatively stable rate of
growth for the Pakistan economy (cf. on this: AZIYA ]
AFRIKA SEGODNYA, No 4, 1989, pp 33-37).

3. In this connection, the charges against the Soviet Union
by some figures in the national liberation movement that it
betrayed their interests to please restructuring and the
relaxation of tensions in the world, are groundless.

4. Let us point out that the deeper historic ties of the
European capitalist countries—than those of the United
States—with the Third World make their regional policy
more guarded and correct with respect to local interests
although the general line of conduct also coincides with the
American one. In April 1986, France refused to allow
American bombers, headed for the Libyan coast to use its
airspace, stating that the American action would inevitably
«evoke a chain reaction of violence.” True, France itself
shortly afterwards accepted limited participation in the
Anti-Libyan EEC sanctions. At the present time, England
is exerting efforts to confirm itself in the role of peace-
maker on the African continent. The American assistance
to the Angolan antigovernment UNITA group and to the
Nicaraguan Contras (but not to the Afghan mujahidin) is
being sharply criticized in Europe.

COPYRIGHT: Izdatelstvo “Vysshaya shkola”, “Nauch-
nyy kommunizm”, 1990 ‘
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Western Assessments of Joint Ventures with
Soviets Viewed

90UF00074 Novosibirsk EKONOMIKA [
ORGANIZATSIYA PROMISHLENNOGO
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pp 69-81

[Article by A. I. Izyumov, candidate of economic sci-
ences, USSR Academy of Sciences Institute of the
United States and Canada, under the rubric “View-
point”: “Joint Enterprises in the USSR: The View from
Across the Ocean™]

[Text] The USSR’s Western partners in joint enterprises
(SP’s) depend on the expansion of markets for selling
goods, services, and technological know-how, as well as
assembly components and equipment produced at the
parent company’s enterprises. It is important to them
that the profitability of transactions in the USSR be no
lower than in their own country and in other countries
where the firm has branches. However, as the prominent
American expert on the Soviet economy J. Huff notes,
“Soviet partners frequently do not understand that any
American corporation can get 9.5 percent annual interest
fairly easily by investing in government bonds at home.
It makes no sense for them to invest money in the USSR
if the rate of profit there is lower.”

Their desire to prolong the life of goods and technologies
which are already somewhat outdated for developed
Western markets and have ceased to be sufficiently
profitable is also of no small importance. Foreign entre-
preneuers hope that the advantages of investing capital
in the USSR will help insure costs and quality of output
which make it compatible on the world market too.
Usually named among these advantages are the vast
Soviet market with undemanding consumers, the abun-
dance of relatively cheap raw materials and energy,
cheap work force, and well-developed scientific potential
in some areas of technology and science.

According to Western calculations, in USSR industry the
real average wage is one-fifth of that in the United States
while labor productivity is 40-60 percent of the Amer-
ican level. So, the relative costs for work force per unit of
finished output in the Soviet Union is two-fifths of that
in the United States. A substantial plus for competitive-
ness! The same correlation for highly qualified scientific
cadres is even more indicative. Western businessmen
acknowledge that hundreds of Soviet programmers work
at the level of world standards but receive less than [0
percent of their foreign colleagues’ wage.

Our country’s proximity (as compared to China and
Southeast Asia) to the huge West European markef and
its reliability as a business partner, which has been
proven over the years, are also attractive.

A survey of 238 large American corporations conducted
in 1988 showed that of 106 firms which already had
economic ties with the USSR, 100 consider it a reliable
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partner and 92 would like to continue to develop busi-
ness relations even further. Of 132 companies which did
not yet have contacts with our country 50 had similar
intentions. A sober evaluation of the difficulties of
conducting business transactions in the USSR has an
effect. Overall the American entrepreneurs surveyed put
this sphere of capital investment at the “average level of
preference” among foreign countries.

But what goals do Soviet partners in SP’s pursue? In the
opinion of Western specialists, they want to attract
leading foreign equipment and technology and progres-
sive know-how in organizing and managing production,
to increase hard currency receipts, to reduce expendi-
tures for imports, and to expand production of goods
and services to satisfy the needs of enterprises and the
population.

Western businessmen note that when joint enterprises
are created Soviet partners frequently are short of eco-
nomic common sense. The impression is given that they
think exclusively of the joint enterprise’s immediate
hard currency receipts and do not understand that pro-
gressive technology and management know-how is more
important to their enterprises and the country as a whole
than than short-term increases in hard currency receipts.
It is difficult to disagree with the Western critics. I
studied joint enterprise experience in China from 1980-
1988. In evaluating the activity of joint enterprises in the
initial period, the Chinese deliberately allowed low hard
currency return and even unprofitability of many joint
enterprises, relying on the transfer of technologies and
know-how. This approach was justified. Of the 6,000
joint enterprises which operated in China in 1988, 2,600
already had hard currency profit and their contribution
to the country’s exports was estimated at 1.7 billion
dollars a year.

In addition, American entrepreneurs believe, many
Soviet economists and ministry workers continue to see
the SP partner as an adversary and think they must
“squeeze” a little more out of him and try not to give any
concessions at all. “Business is business,” a Canadian
businessman said to me in conversation, “but for any
deal to be successful not only you but your partner too
must be satisfied, so you can’t get by without compro-
mises.”

The American jurist and specialist on joint enterprises
Alan Sherr writes in the business world journal
COLUMBIA JOURNAL OF WORLD BUSINESS:
“Despite the perestroyka rhetoric and the appeals of
Gorbachev and other leaders to take advantage of the
new opportunities, Soviet ministries and enterprises are
being very passive. For now it is namely the Western
firm which is taking the first step to create a joint
enterprise and it frequently has to substantiate the
advantages and effectiveness of the project.” If this
evaluation is correct, then the situation is really paradox-
ical: we have opened the borders to Western capital and
are actively inviting foreign partners, but even so we
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cannot clearly formulate exactly what we need and we
hand that job over to the foreigners.

Unfortunately, both Soviet and Western partners at
times forget that the joint enterprise they have set up has
its own goals which may at some point even contradict
the interests of its founders. For example, an extremely
important goal of a joint enterprise, increasing exports,
may conflict with the interests of a parent company
which sells similar output in the same international
markets. The same thing is also possible in the USSR
domestic market, if the quality and price of goods
produced by the joint enterprise forces the consumers to
reject the output of other enterprises of the parent
ministry or association.

Here is another example. The Soviet side usually tries to
set the proportion of its contribution to charter capital
too high. The Western partner responds in the same way.
As a result this capital is artificially inflated and even
high profits look extremely low in comparison with it.
But in the West a low profit norm is considered a sign of
poor financial health and even grounds to close the
enterprise.

There are quite a few difficulties for foreign entrepre-
neuers in conducting business transactions in the USSR.
Take just legislation in the area of the creation and
operation of a joint enterprise. In their opinion, it is too
rigid and vague. In particular, in the USSR the legal
status of free economic zones and enterprises with all
foreign capital is not defined, control by central organs
over the creation of a joint enterprise is extreme, there
are no agreements on protecting investments, the tax for
repatriation (exporting) of profits is extremely high, and
certain spheres of the economy (banking, for example)
are completely closed to a joint enterprise.

For example, in China a company can be set up with
100-percent foreign ownership and the tax for repatria-
tion of profits is half that in our country (10 as opposed
to 20 percent). Moreover, the overwhelming majority of
joint enterprises there operate within free economic
zones where the direct tax on profits is not 30 percent,
but 10-15 percent (in our country it is 30 percent
everywhere).

Western entrepreneuers also see some pluses in the
vagueness of legislation, since there is the possibility of
maneuvering and mutual agreement.

The Finances of Joint Enterprises

The stumbling block during the formation of charter
capital is the unrealistic exchange rate of the ruble.
Because of this the Western partner’s contribution to the
joint capital (in material and particularly monetary
form) is set too low and the Soviet partner’s contribution
unjustifiably set too high. Western businessmen com-
plain that in the USSR the state and enterprises enjoy a
monopoly and frequently resort to ‘“currency black-
mail”: the payment for lots of land and rent is set in
mythical hard rubles, and even at the level of high world
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standards. For example, the rental rate for buildings and
land in Moscow is oriented to the high rates of New
York.

In response Western participants in joint enterprises try
to set their material contribution (price for equipment,
technologies, and assembly components) too high and
minimize the cash contribution in hard currency. Thus,
a consortium of American corporations headed by Occi-
dental Petroleum which concluded an agreement to
build a petroleum chemical complex costing 6 billion
dollars with the Ministry of Petroleum Industry was
obliged to invest only 200 million dollars in the joint
enterprise (about 3 percent of its total cost).

If the problems of forming SP charter capital are not
resolved in the near future, difficulties are inevitable;
since Western partners minimizing their investments
makes the investment and expansion of production more
difficult, increases costs for loans, and leads to irrational
economic decisions. That is what foreign experts think.

Methods of determining expenditures and results of
production at Soviet enterprises also differ from Western
methods. But the amount of profits depends directly on
how costs are determined. Foreign specialists have a
particularly large number of questions related to calcu-
lating depreciation and payments into the reserve fund.
Among others, how long does it take before the cost of
equipment can be written off, can that be accelerated,
and are depreciation deductions in hard currency com-
pulsory for the equipment that is bought abroad? Deduc-
tion of depreciation payments in hard currency reduces
opportunities for the SP foreign partner to repatriate
hard currency profits.

An extremely important indicator of SP activity is the
level of profitability. For the Western entrepreneuer,
profitabililty which is at least as high as the profitability
of similar operations in his own country is considered
satisfactory. But to achieve the level corresponding to
that in the USSR is not easy under the present system of
destribution of profits of a joint enterprise and taxation
of them.

One of the American studies cites a theoretical example
of distributing profits of an average joint enterprise
operating in the USSR which has a ratio of capital of
foreign and Soviet participants of 49:51. For every 100
dollars of gross profit the enterprise must deduct 20
dollars into the reserve fund and for depreciation, it
must pay 24 dollars in the form of a tax into the budget
and 5 dollars for a tax on repatriation of profits, and 29
dollars is due the Soviet partner, and 22 dollars—the
foreign partner. In many cases, in the opinion of Amer-
ican experts, this structure can lead to a situation where
the profitability of the operations of the enterprise itself
for the Western partner becomes lower than the profit-
ability of the sale of its equipment and assembly compo-
nents intended for the joint enterprise’s basic output.
And hence, that partner has more interest in boosting
these sales through its joint enterprise than it has in the
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financial success of this enterprise, since its share of
profits in the sales of the SP basic output will turn out to
be lower than in sales of assembly components. The
undesirability of this situation for the Soviet side is
obvious, especially since in this case the foreign partner
has an interest in setting prices for its assembly compo-
nents higher in order to extort hard currency from the
joint enterprise.

In making investments abroad any company makes a
proviso for the possibility of liquidating the joint enter-
prise and taking back its capital without losses(or with
minimal losses). For the time being there is no clarity on
this question in the USSR. “Foreigners fear,” writes the
American Professor J. Huff, “that at any moment the
Soviet government will decide to nationalize their enter-
prises and offer only insignificant compensation in
exchange.” Such fears are widespread among small and
average entrepreneuers who do not have the experience
of business contacts with us. One would not say this
about the veterans of Western business with the USSR
who formerly specialized in intermediary and trade
transactions. But even they do not hurry to invest their
own capital in long-term investment projects of joint
enterprises. Why? An important reason is that Soviet
legislation does not clearly define the liquidation value
of the joint enterprise after it ceases to operate.

In the West in such cases the enterprise assets are sold at
the market price in accordance with demand. That in
turn depends on the enterprise’s success before it closed.
If its activity was profitable and the prospects for the
new owner are good, the market price may be many
times higher than the balance value. The difference
between them (after taxes) goes to the seller. But in the
Soviet statute on the joint enterprise, investments are
supposed to be evaluated at the initial cost after depre-
ciation. Hence, owners of a successfully operating joint
enterprise suffer great losses when they sell it. Such a
prospect suits few people.

Circumventing the Inconvertibility of the Ruble

No entrepreneuer wants to operate at his own loss. The
need for foreign currency, which is used to supply joint
enterprises with imports, to pay wages to personnel in
hard currency, and to repatriate profits, must be com-
pletely covered by export sales or hard currency deals
within the USSR. The possibility of repatriating profits
in the national or freely convertible currency is a man-
datory condition of any agreement on a joint enterprise.
The following unspoken criterion operates in this sphere:
if in 2 years the joint enterprise cannot provide the
foreign partner repatriation of its share of the profits
then that partner has a right to raise the question of
leaving the joint enterprise.

Until the ruble becomes convertible, the problem of
repatriating profits will inevitably hinder growth in the
number of joint enterprises and the volume of their
operations. Experts mention six ways which make it
possible to circumvent the inconvertible ruble.
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The first is work for the hard currency market, where
part or all of the SP output is paid for by foreign
consumers in hard currency, even on USSR territory.
When the SP output is competitive on the world market,
the hard currency question resolves itself. However,
there are few spheres of production where joint enter-
prises set up in the USSR can immediately emergeon
world hard currency markets. One of them is the sale of
computer programs developed by Soviet mathemati-
cians and programmers, and another is tourist business
and other services offered to foreigners living in the
USSR (restaurants, car repair, and others).

The constant shortage of such services together with the
Inturist monopoly make it possible to obtain large hard
currency receipts here even with so-so quality of services.
The last circumstance is a definite plus for joint enter-
prises in this sphere. The minus, as is noted in the West,
is that the domestic hard currency market in the USSR is
very limited. Moreover, the state will hardly allow for-
eign companies to occupy a significant place in it by
surrendering *“‘easy hard currency” to them.

The second way is to repatriate currency through barter
deals. It was used in trade relations in the USSR long
before joint enterprises were allowed. Now its content is
slightly modified in view of the joint character of pro-
duction. A graphic example of the use of “raw material
compensation” is joint enterprises with the participation
of the American firm Combustion Engineering. It is
expected that the equipment and technology being deliv-
ered by this firm to Ministry of Petroleum Refining and
Petrochemical Industry enterprises will substantially
increase labor productivity at those enterprises. The
services of the American partner will be paid for in the
form of petrochemical products (from this increase).

The value of this method of obtaining hard currency on
the Soviet market for Western firms is obvious: raw
materials can virtually always be sold for hard currency.
But there are difficulties here too. First of all, world raw
material markets are unstable and their prices can
change sharply to the exporters’ loss. Secondly, inas-
much as in recent years the USSR has been taking a more
cautious approach to exporting natural resources, pres-
ervation of the joint enterprise’s right to export them
unimpeded cannot be guaranteed for the near future, in
the opinion of businessmen. Moreover, the export of raw
materials is a relatively easy matter, and those Soviet
enterprises and ministries which are engaged in the
appropriate sectors do not much need partners with
whom they would have to share profits.

The third method of circumventing the inconvertible
ruble is to produce goods to replace imports. For Soviet
enterprises with hard currency, obtaining such output
from joint enterprises is preferable if it meets world
standards in terms of quality and the prices for it are
lower. But even with identical prices such purchases
from joint enterprises have advantages over imports
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from abroad through savings on transport costs and
customs duties and theoretically better conditions of
postsale service.

The advantage to foreign entrepreneurs of investing
capital in the production of output to replace imports is
that there is a very substantial market here, limited only,
it would seem, by the volume of hard currency which
Soviet clients have. However, most joint enterprises
being set up in the USSR will hardly soon reach the
quality of production which exists in the West. Therefore
it will be a long time before they can successfully
compete “for the dollar of the Soviet buyer.” But even
after achieving the proper quality, Western partners may
prove to be the loser if the SP output competes with
similar goods which the parent firm exports to. the
USSR. Some entrepreneurs hope that they will be able to
obtain hard currency compensation for output produced
in the USSR which our country buys abroad on a
centralized basis (grain, medicines, and the like). Skep-
tics believe that such hopes are unfounded. “The USSR
still cannot calculate the profit from replacing imports or
increasing the country’s export potential through the
activity of joint enterprises,” notes a report on joint
enterprises in the USSR prepared by the American
Association of Managers. “There is not even an adequate
mechanism for rewarding Western partners in joint
enterprises which can provide these benefits.”

The fourth method for a joint enterprise to obtain hard
currency is to set up unions with shared hard currency
pools; in this case joint enterprises working primarily for
the “ruble market,” that is, not receiving hard currency
or not receiving a sufficient amount to repatriate profits,
unite with others which have greater hard currency
revenue than their own repatriation needs. By agreement
the latter share the “extra” hard currency and thereby
allow the partners with an insufficient amount of it to
ensure self-financing in hard currency. The union of the
American trade consortium may be cited as an example
(6 large U.S. corporations—Chevron Oil, Johnson and
Johnson, Archer Daniels Midland, Eastman Kodak,
Mercator, and Nabisco) and a Soviet one (22 Soviet
enterprises of various sectors). In this multisector super-
consortium only oil production and oil refining will
provide hard currency. The Chevron Corporation will be
involved in that. Its receipts are to cover the hard
currency needs of the rest of the consortium’s partici-
pants whose output will be sold exclusively for rubles.

Time will tell whether such an approach is effective. But
even now the stumbling blocks of such complex combi-
nations are visible. The main one is the unrealistic ruble
exchange rate, which deprives those who have hard
currency of any incentive to exchange it for rubles. In
private conversations businessmen express the hope that
joint enterprises will exchange hard currency at a con-
tract rate rather than at the official rate and that soon
currency exchanges for all enterprises and cooperatives
will appear in the USSR. :
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The fifth method is for the Soviet partner to transfer its
share of hard currency receipts to the Western partner. It
is realistic only when the output of the given joint
enterprise is especially valuable to the Soviet side. And
here the problem of the ruble’s unrealistic exchange rate
arises in all its magnitude.

The sixth method is to accumulate income in rubles in
expectation of a convertible Soviet monetary unit. In the
opinion of American specialists, this is the most risky of
the methods listed. Nonetheless, some businessmen do
not consider accumulating joint enterprise revenue in
ruble accounts to be entirely hopeless. The amounts of
these accounts have grown substantially recently.
Whether these hopes are justified or not will depend on
the prices of hard currency in rubles when their direct
mutual exchange is allowed on any significant scale.

Bureaucratism and Management Sophistication

In the West the inconvertibility of the ruble is considered
the No I obstacle on the path of the development of joint
enterprises, while the No 2 obstacle is bureaucratic
impediments and the low level of management sophisti-
cation in the USSR in general. “Soviet ministries and
departments are sadly notorious for the fact that inter-
action among them operates from the top down and is
not adapted to horizontal contacts,” writes the
COLUMBIA JOURNAL OF WORLD BUSINESS.
“The system of vertical management seriously hampers
negotiations on joint enterprises, since any intersectorial
project must repeatedly find agreement in various min-
istries. The ’confrontational attitude’ of those Soviet
participants who see the potential partner as a virtual
adversary also has an effect. Since income must be
shared with him, he must be ‘pressured’ to the utmost
when the SP operating conditions are defined. As a result
negotiations with Soviet representatives become an ago-
nizing experience.”

Although in recent years the situation here is changing
for the better, progress often comes to naught because of
the great confusion in higher management echelons
involving organizational changes and extensive per-
sonnel turnover. “The old system,” noted a West Euro-
pean businessman with a great deal of experience in
conducting business in the USSR in talking with me,
“was inflexible and inefficient, but we knew what official
was responsible for what and whom to turn to on a
particular issue. Now the disposition of personnel
changes almost every month.” The fact that many
“higher bureaucrats from the economy” do not them-
selves believe in the future of joint enterprises also has
an effect. “There are top-class managers on the highest
level in the USSR,” writes the American business world
journal FORTUNE, “but some deputy ministers seem to
be more day laborers who latch onto new slogans without
being convinced these slogans are correct and without
any concept of further paths of development.” At times
their concealed hostility can be felt; it is rooted, obvi-
ously, in ideological stereotypes of the past.
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Foreign experts consider the corruption among Soviet
officials a serious problem of business relations. Instead
of normal business practice, where useful and skilled
intermediary services are officially paid for on commis-
sion, in the USSR a system of gifts, treats, and other
forms of hidden bribes to officials operates. Some busi-
nessmen have even formed the opinion that corruption
among Soviet officials is greater than in Latin American
countries, which are recognized as world leaders in this
area.

In addition to “external” obstacles, numerous bureau-
cratic obstacles within joint enterprises exist. They are
related for the most part to the low quality of manage-
ment. Western experts mention the extremely inade-
quate skills of Soviet managers. As a rule they have no
special training or concept of Western methods of con-
ducting business, of concepts such as calculated cost,
interest rates, and the currency exchange rate and are
unfamiliar with competition, real advertising, and bank-
ruptcies.

Soviet managers are fearful of independent decision-
making and try to avoid risk and responsibility and to
turn them over to a higher-ranking organ. Such tradi-
tions are clearly manifested, for example, in methods of
carrying out financial reporting. “In Western companies
financial documentation is prepared so as to serve above
all as a starting point for decision-making,” emphasizes
the American jurist Alan Sherr. “In the USSR its main
purpose is for reports to higher authorities.” From the
viewpoint of their Western colleagues, Soviet partners
endeavor to make too many decisions on the joint
enterprise through the council of directors, trying to get
unanimous approval. Valuable time is spent on this and
the initiative of line managers is constrained.

Labor Relations, Supply, the Infrastructure, and
Information

Most specialists believe that the same methods of
selecting personnel are acceptable in the USSR as in
other countries, to wit: preliminary testing, a propa-
tionary period before the contract is concluded, and
contracts for 2-3 years with subsequent extension or
termination. Severance pay should be envisioned upon
termination and an agreement should be made with the
state organs to support the person discharged while he
searches for a new job.

For example, in the free economic zones in China,
responsibility for paying unemployment benefits to per-
sons who have lost their contract at a joint enterprise is
entrusted to a special state corporation, and the benefits
last for 6-12 months.

In order to insure the high intensity and quality of labor,
the wages of SP personnel should be substantially higher
than those of workers in comparable Soviet enterprises.
How can this be achieved? Experience shows that Soviet
SP workers are not particularly excited to have wages
increased by a factor of 2-2.5 when simultaneously labor
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intensity and discipline substantially increase as com-
pared with our traditional standards. But raising wages
to 1,000 rubles a month and higher, first, must be
justified by high production efficiency and, secondly,
generates protests by those working in the state sector
who see this as a violation of social justice. In particular,
some people in the leadership of the State Foreign
Economic Commission under the USSR Council of
Ministers have spoken out to the effect that Soviet
directors of joint enterprises should in principle have no
right to receive a higher salary than a minister, since they
manage only a particular enterprise rather than a sector.

Some experts propose to follow a different path: allow
Soviet personnel to buy scarce imported goods for rubles

through, let us say, stores like the hard currency

“Berezka™ stores, instead of increasing their monetary
wages so much. More cautious foreign observers warn
that such special supply outlets would give rise to strong
antagonism between SP personnel and their “less fortu-
nate” colleagues working in ordinary enterprises.

At the present time there are few joint enterprises and a
preferential supply system is made available to them.
But what about the future? “Western partners,” writes
the prominent American specialist on the Soviet
economy E. Hewitt, “will depend completely on their
Soviet colleagues to obtain the necessary amount and
quality of resources and to insure the timeliness of
deliveries. All this may prove to be extremely difficult in
a system where even military sectors experience prob-
lems with deliveries. It is doubtful that joint enterprises
would have greater priority than the defense complex.”

Businessmen understand that joint enterprises, since
they are outside the planning system, cannot count on
guaranteed deliveries. And outside this system there is
little that can be obtained in the Soviet economy even for
a high price. But even when suppliers are found and
contracts signed, the timeliness of deliveries and stan-
dards of quality are not guaranteed. Fines against Soviet
suppliers for violating contract conditions at the present
time are much too inadequate to force them to be
disciplined. But the lack of clear outlines for price reform
and any prospect of convertibility (complete or partial)
of the ruble put all estimates of SP profits and costs in
question altogether.

In the opinion of businessmen, the infrastructure is one
of the weakest points of the Soviet economy. As com-
pared to the countries of the West, the transport network
and the storage system are substantially less developed
here and the sophistication of packing, transporting, and
storing goods is intolerably low. The postal service
operates too slowly while the international post office is
beneath criticism. The telephone network is based on
antiquated technology and is unreliable. That makes it
difficult to use computer mail and faxes.

Businessmen have quite a few complaints about the
quality of hotel rooms, apartments, and offices as well.
Although the Soviet side sets the prices for this type of
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services at the highest international level, the real living
and work conditions of SP foreign personnel are far
below international standards. It makes it even worse
that it is very difficult to obtain the most modest
apartments or office space in large cities (Moscow and
Leningrad), even for a high price in hard currency.
Neglect of these problems may very quickly hinder the
development of joint enterprises, people in the West
believe.

Despite the recent appearance of new sources of infor-
mation and advertising publications, the Soviet Union
has a long way to go to reach the Western level of
economic glasnost. “The Soviet Union should discard its
obsession for secrecy, due to which Western suppliers
have often been prohibited from visiting their clients’
plants and foreigners cannot photograph ordinary enter-
prises (even grain elevators), roads, and bridges,” writes
Professor J. Huff. Most enterprises do not publish any
data about themselves at all. Even such extremely impor-
tant indicators as prices, inflation rates, interest rates,
and wages are kept quiet.

One survey of more than 250 American corporations
revealed that because of the shortage of information
some 190 of them had to spend more money and effort
even to conclude ordinary trade deals with Soviet part-
ners than to conclude similar contracts with Western
firms.

On the whole an analysis of the opinions of Western
businessmen and specialists enables us to conclude that
for the time being a restrained, critical approach to the
prospects of joint enterprises predominates among them.

COPYRIGHT: Izdatelstvo “Nauka”, “Ekonomika i
organizatsiya promyshlennogo proizvodstva”, 1990.

Statistics on Joint Venture Distribution, Finances

90UF0008A4 Moscow VESTNIK STATISTIKI in
Russian No 3, 1990 pp 66-68

[Report on joint venture statistics by D. Manasov:
“Joint Ventures”]
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[Text] The foreign economic factor has an important
place in the strategy for socialism’s socioeconomic ren-
ovation. Foreign economic ties are becoming a powerful
accelerator for economic and scientific-technical devel-
opment. Mastery of the latest achievements in the scien-
tific and technical revolution are closely linked with
all-round, in-depth participation in the international
division of labor. The level and stability of economic
relations between countries and their influence in the
world arena now depend directly on successful mastery
of the practice of international production.

The basic objectives in the establishment and func-
tioning of joint ventures are:

—the attraction of additional finances and advanced
equipment and technology to raise the technical level
of production;

—expansion of the output of high-quality products for
the domestic market and for export;

—expansion of the exports of industrial products,
including through the foreign partner’s sales network;
and

—the utilization of foreign partners’ experience to train
highly skilled personnel.

As of 1 December 1989, 1,136 joint enterprises had been
established on the territory of the USSR; 1,058 of these
were on a bilateral basis and 78 were on a multilateral
basis. Firms and organizations from 58 countries—9
socialist, 25 developed capitalist, and 24 developing
countries—took part in establishing them.

A breakdown of the number of firms from socialist
countries taking part in the establishment of joint enter-
prises as of 1 December 1989 is as follows: Poland 34,
Bulgaria 31, Hungary 24, Yugoslavia 21, and China 16;
the firms from developed capitalist countries were: the
FRG 170, Finland 136, the United States 121, Austria
82, Great Britain 78, Italy 73, Switzerland 61, Sweden
47, and France 44; and the firms from developing
countries were: India 22, Cyprus 14, and Singapore 10.

Distribution of Joint Ventures by Union Republics and Their Economic Activity

All Joint Ven- With Socialist With Capitalist Foreign Economic Activity, Jan-Sep 1989, in Thousands of
tures as of 1 Dec Countries Countries Foreign Exchange Rubles
89

Exports Imports Sales of Goods

and Services in

the Domestic
Market
Total for the 1,136 133 1,003 70,355 257,596 88,085

USSR

RSFSR 845 91 754 62,253 185,451 73,539
Ukrainian SSR 74 20 54 1,499 29,155 8213
Belorussian SSR 18 6 12 —_— 902 769
Uzbek SSR 10 3 7 1,711 28,989 4
Kazakh SSR 9 2 7 — — —_
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Distribution of Joint Ventures by Union Republics and Their Economic Activity (Continued)

All Joint Ven- With Socialist With Capitalist Foreign Economic Activity, Jan-Sep 1989, in Thousands of
tures as of 1 Dec Countries Countries Foreign Exchange Rubles
89
Exports Imports Sales of Goods
and Services in
the Domestic
Market
Georgian SSR 31 2 29 2,880 2,670 308
Azerbaijan SSR 7 { 6 — — —
Lithuanian SSR i3 2 11 575 1,041 549
Moldavian SSR 11 2 9 93 1,307 556
Latvian SSR 26 2 24 240 2,979 1,166
Kirghiz SSR 0 0 0 — —_ —_
Tajik SSR 2 0 2 —_ — —_
Armenian SSR 9 1 8 — — —
Turkmen SSR 1 0 1 —_ —_ —
Estonian SSR 80 1 79 1,104 5,102 2,981

The largest number of joint enterprises is in the RSFSR
(845, including 600 in Moscow) and in the Estonian SSR
(80). Very likely Moscow’s priority is explained both by
the developed infrastructure and the unique position of
the city, where a great many of the country’s public and
socioeconomic relationships are concentrated.

The extent of joint ventures’ influence on the country’s
economy is still insignificant. Some 184 ventures have
begun practical activity in sectors of the national
economy: 62 in industry, 7 in construction, 14 in trade
and public dining, and 76 in other sectors of the national
economy, as well as 15 scientific research and planning
and design organizations and 10 cooperatives. The
overall volume of production, studies and services for 9
months of 1989 totaled 522 million rubles, including 339
million rubles (65 percent) in industry. Some 19,000
persons were employed in joint ventures; 18,400 were
Soviet citizens, including about 10,000 employed in
industrial enterprises’ basic activity.

Only 71 of the ventures in operation made export
deliveries; 98 ventures made deliveries of their products
to the Soviet market calculated in foreign currency, and
171 of them made deliveries calculated in Soviet rubles.
Only 40 of the ventures in operation are in a favorable
position to cover the foreign exchange expenditures.

The export-import operations and the sales of goods and
services in the Soviet market for foreign exchange were
basically accomplished with freely convertible currency
(85 percent for exports, 52 percent for imports, and 60
percent from all turnover). Export volume totaled 70
million rubles, 61 million of which was for exports to
capitalist countries. Foodstuffs accounted for 45 percent
of the commodities exported (81 percent of them were
products from the sea and fish products).

Imports totaled 258 million rubles, including imports
valued at 133 million rubles from capitalist countries.

Exports and Imports of Joint Ventures By Country, in
Thousands of Foreign Exchange Rubles,
January - September 1989

Exports Imports
Altogether 70,355 257,596
A!l socialist coun- 9,121 124,362
tries
Bulgaria 1,463 93,852
Hungary 1,001 12,630
GDR 2,509 1,656
Poland 23 12,695
Czechoslovakia 2,440 1,510
China 1,673 117
All developed capi- 57,302 125,893
talist countries
EEC countries 17,699 91,861
Belgium 416 441
Great Britain 3,358 1,454
Greece 514 —
Denmark 67 22
Ireland — 1,913
Italy 3,332 27,842
Spain 188 224
Luxembourg — 123
Netherlands 107 206
France 2,963 6,085
FRG 6,754 53,551
Austria 1,063 8,397
United States 6,395 3,228
Finland 538 2,909
Sweden 2,240 2,354
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Exports and Imports of Joint_Ventures By Country, in
Thousands of Foreign Exchange Rubles,
January - September 1989 (Continued)

Exports Imports

Switzerland 3 6,946
Japan 28,288 3,571
A!l developing coun- 3,932 7,341
tries

Afghanistan — 2,925
India — 1,205
Singapore — 1,634
Philippines 1,873 —
South Korea 1,536 —_—

The principal imports (over 80 percent) are equipment,
60 percent of which consists of computer hardware and
accessories for it.

Computer hardware, software, and consumer goods pre-
dominate in the sales of goods and services in the Soviet
market.

As a whole, the ventures in operation had a negative
trade balance of 99 million rubles, calculated in foreign
currency, at the beginning of October 1989.

The serious difficulties in establishing an effective
market for joint ventures are related to the fact that the
shift to the new conditions of economic operation has
not been completed. The economic foundation necessary
for their operation is lacking at present: the market
relationships are poorly developed and the administra-
tive-command system of management is being main-
tained. For this reason, Soviet economic organizations
are unable to fully realize the rights granted to them in
the area of joint activity.

Joint ventures are defined by law in the USSR as
juridical persons which are not associated with the state
planning system. They operate on the basis of indepen-
dently drafted plans and their own initiative in acquiring
material resources and selling products. Wholesale trade
in all types of goods, including capital goods and raw
material, is particularly necessary for joint ventures. But
now they are being supplied from the funds of the
ministry to which the Soviet participant belongs, or else
they are supplied by local organs of the Gossnab.

Experience shows that a partner that brings in machinery
and equipment as his share in the fund established for a
joint enterprise often sets the prices for them too high.
This takes place on the part of the foreign participant as
well as the Soviet participant, especially in those cases
when prices have been coordinated and delivery is made
by a foreign trade organization. As a result, prices are
automatically set too high for the ventures’ products. In
this connection, it seems expedient for the participants
in a joint venture to coordinate the prices for goods
delivered as a contribution to the charter fund them-
selves. In the process, the actual technical level and
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quality of the machinery and equipment being contrib-
uted (compared with similar products in the world) must
be taken into account in the price.

Problems in price setting also arise in the sale of
domestic goods in third countries. This relates primarily
to consumer goods. The point is that the price of a
commodity in the domestic market does not coincide
with its price in the foreign market. As a result, a
commodity that is commercially profitable to produce in
the USSR is not competitive in the Western market.

However, the principal problems, in our view, relate to
the conflicting interests of the Soviet and Western part-
ners. The Soviet side’s objective is to enter the world
market with competitive products and to attract more
advanced technology to the country. A foreign partner
also would be pleased to sell products to the West, but it
is precisely for that reason that most of them are
investing money here, because the market capacities in
the West have been exceeded and they are looking for
them in the Soviet market. From the Western partner’s
viewpoint, the appearance of Soviet goods in Western
markets that have already been opened up means the
appearance of new competitors. For this reason, the
representatives of Western firms often set severe restric-
tions on the markets for sales as one of the basic
conditions in concluding a transaction. The inclination
to transfer valuable assets such as new technology to us is
not being observed among Western partners.

COPYRIGHT: Izdatelstvo “Finansy i statistika”, 1990.

Joint Venture To Access International Business
Data Bank

90UI04624 Moscow PRAVDA in Russian 20 Mar 90
Second Edition p 7

[Article S. Turanov, TASS correspondent on special
assignment for PRAVDA: ““Electronic’ Acquaintance’;
passages in boldface as published]

[Text] Specialists call the French Infomart firm a window
to the 21st century. Its headquarters are located in “the
city of the future”—the Defense Quarter in Paris. It
performs all types of marketing services: from advertising
to the conclusion of agreements.

The Novintekh Soviet-Bulgarian joint venture has
signed a contract with the administrators of Infomart, a
firm with considerable operating experience in the
“intellectual” market. In particular, the joint venture has
gained access to international data networks and data-
bases for the marketing of