The Record Versus the

Charges

CIA Assessments of the Soviet Union
Douglas J.

MacEachin

Editors Note: This article

originally
unclassified Intelligence
Monograph published by CIAs Center
for the Study ofIntelligence (CSI 96001, May 1996). The article essentially
appea red as

argumentation but on
extensive supporting evidence cited

does
the
in

an

not rest on

Appendix A.

Because

the Appendix does
article. The

we

find it hard

to

believe that anyone who
has read the CIAs annual

public reports

on

the

state

of the Soviet economy since
1975 could

possibly
interpret them as saying

not

to

Appen

was

booming.

9

book

was

who has been

perhaps

In the aftermath of the

prominent
CIAs performance

on

political

The

statements

from The New York

Times and The Wall Street journal

corroding

societal conditions that

set

have taken

an

editorial

on

the stage
on the

actually

was

Street Journal

Adam

an

on

economic

July 1995 by
stated that the

the face of readily available

evidence

to

ued

to

endorse

contrarycontin
the myth that the

communists had transformed

an

described what they found to be
flaws in certain aspects of CIAs
methodologies for quantitative mea
surements of Soviet performance,
especially the scale for comparing it
that of the United States (see the
subsequent discussion entitled The

Tyrannical Numbers).
review committee

agri

cultural backwater the USSR] into
mighty industrial power capable of

on

commissioned
group of economic experts from

to

CIAin

the

analytic

mid-1991, the House

economy. Their final report

22 Octo

27

Wooldridge

in

nongovernment organizations to
review CIAs analysis of the Soviet

An article in The Wall

wreck.

In

Permanent Select Committee

a

ber 1995 that: The CIA considered
the Soviet Union an economic power
when it

products.

are

the record of

Intelligence (HPSCI)

of conventional wisdom. The
New York Times, for example,
asserted in

to

what the CIA said in its

of the Soviet Union, charges
that CIA was oblivious to the deterio

breakup

the Soviet

characterizations, however,

breakup

for the

most

fairly representative of the
charges levied at the CIA since the
breakup of the Soviet Union. Such

odci.gov/csi.

economy and

the

and influential critic of

direct contradiction

rating

by
Moynihan,4
written

are

aura

that the Soviet economy

Eberstadts

of its length,

accompany the

reference citations

at www.

to

Senator Daniel Patrick

Union.

dix A, however, have been retained in
the articles text. The complete mono
graph is available on the World Wide
Web

criticisms of the CIA. The Foreword

Butthis

also stated in its

report submitted in November 1991:

a

higher levels of economic
development.2 Neither of these
evei~

accompanied by any
expressed the
examples
is
accused
of
it
making.
judgments
assertions is

in which CIA

Most reports from 1979]
through 1988 on the course

the Soviet GNP and

on

of
general

developments were
equally satisfactoiy: accurate,
illuminating, and timely. In
fact, find it hard to believe
economic

we

Wooldridges
Douglas J. MacEachin is a former
Deputy Director for Intelligence.

article

was a

review of

bookThe Tyranny of Numbers by
Nicholas Eberstadt3which
includes similar, albeit less strident,
a

that anyone who has read the
CIA ~c annual public reports on
the state of the Soviet economy
since 1975 could possi bly

57

Soviet Union

the

primary purpose
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Soviet economy was booming.
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ularly reported the steady decline
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wrong are unfounded...

9,

stagnation.

That HPSCI report was unclassified.
The CIA annual public reports it

the mid-1970s through the end of
the 1980s. All these declassified prod

referred

ucts and the majority of the
unclassified annual JEC reports sub
mitted from the mid-1970s through

unclassified

to were

products

disseminated

by or through the Joint
Economic Committee (JEC) of Con
gress. These

reportsin

the end of the 1 980s36

their

entirety, including formal

ments

docu

in allare

excerpted in
complete docu

submitted for the record, oral

Appendix

A. The

testimony, and transcripts of discus

ments are

available

sions and

material offers

ments

question-and-answer
sessionshave been publicly avail
able since their origin. Eighty-six
other unclassified papers by CIA ana
lysts on Soviet economic topics were
published in JEC compendiums
between 1962 and 1987. All these
also were unclassified from their ori

gin

and

and have been available

are

for review

by

anyone

examine CIAs

wanting

performance.

what

fied CIA

dozen

in the 1980shave

been released

the past few years. Some of
these, before their declassification,
were reviewed by the HPSCI Review

during

Committee, and

a

few

were

described in its unclassified report.
Nearly half were used in a Harvard

University

case

study published

now

in

actually

to

the record of what CIA

saidwith
as

notable excep

the Harvard

case

study,

article in The National Interest,7

feature in The Los Ange
been conspicuously
absent from most public discourse
a recent

les Times 8have

on

CIAs

analytic performance

on

the Soviet Union. The declassifica
tion of the documents has been

preemptively denigrated by

some as

selective release in

to

CIA got it

While

an

effort

prove

of

us

who

were

partici

pants in the effort believe the CIA
did get most of it right, and are pre

The titles and excerpts from these
declassified CIA papers, in combina

pared

argueon

recordwhat
was

in

J EC reports, constitute the bulk of
the major CIA studies of Soviet eco

this

nomic and societal conditions from

tive is

58

political destabilization that ulti
mately resulted in the breakup of the
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promises. (Appendix A,
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phases. The excerpts in
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was

potentially more significant

for the 1980s than anything the
regime has had to cope with in the
past three decades, and that the

leadership and elites were fully aware
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The
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regime and the
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concluded that Gorbachev
himself recognized the
Enter Gorbachev

failure of his flawed

When Gorbachev assumed the

Party
analytic questions tar

leadership, the
geted by the CIA were not whether
Gorbachev faced a deteriorating
economy and major societal prob
lems. They were: what would be his
plan for dealing with them? What
would be the repercussions on politi
cal stability in the USSR? What
would be the implications for US
security
CIA

approach and saw the need
for and was prepared to
undertake

approaches.
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vision
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fix the existing system, his pros
pects of achieving his aims were low.
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the

JEC

at

the end of Gorbachevs

first year in office. See
reference 20.)
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Within the first year of Gorbachevs
tenure, SOVA also raised the pros

pect that his

agenda

18). It judged that, for a while, he
could postpone confronting this
issue, given the military-industrial
infrastructure already in place.
SOVA believed, however, that, if he
was serious in his objectives, he
would ultimately have to deal with
the defense burden. On the basis of
this analysis, the office attempted to
record a dissent from a 1986 NIEs
projections of Soviet strategic force
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deployments over the coming decade
(Appendix A, reference 19) on the
grounds that the level of expenditure
needed

to
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analysts views that, to con
tain pressures for defense outlays that
would be counterproductive to his
economic objectives, Gorbachev
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ratchet down
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principal dilemmathat the very
steps needed to deal with these prob
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concluding that Gorbachev was
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burden issue and that there was a
good chance of a significant unilat
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goals.
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that he

radical

more

fissures and the

recognized the failure of his flawed
approach and saw the need for and
was prepared to undertake more radi
cal approaches. CIAs expectations of
a
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were

described in

June 1988
(Appendix A, reference 29). The tim

ing

it

postulated

for Gorbachevs

was a bit premature, but he did
make his move a few months later, at

action

the end of September, when he

sought

to

circumscribe the power of

the party and bureaucracy. CIA fore
cast this event shortly before it

happened (Appendix A,

reference 30).

analyses during the period 198788 (Appendix A, references 22-27)
described the increasingly evident
flaws in Gorbachevs approach to
restructuring the existing system.
These papers pointed to the evidence

The Showdown

that his half-measures

of this watershed eventwhich

CIA

at

reform

were

CIAs

assessment

of the

generating political resistance among
the bureaucracy while failing to pro

described

duce the economic results necessary
to sustain popular support for his

in December 1988

revitalization program. They also
described the intensifying nationality

a

paper disseminated in

as

Gorbachevs

Housecleaningwas

magnitude
it

September

disseminated

(Appendix A,

reference 31). This paper included
the judgment that while Gorbachev
seemed

to

have consolidated

Soviet Union

It is difficult

to

how anyone
who has reviewed

comprehend
substantial power to carry out his
agenda, he had at the same time

this materialabout
one-third of which

intensified opposition in the parry
elite. He also had put himself in the
position where failure to deliver rela

never

tively quickly on his promises could
produce a major backlash among the
populace.

classifiedcould

assert

that the CIA

oblivious

was

was

the

to

destabilization and
in the

CIA

products
(Appendix A,

spring

crisis

of 1989

references 32-33)
described the still dismal state of the
Soviet economy and also the rising
instability in the USSR resulting
from the developments of the preced
ing few years:

.

Soviet Union.

he had turned loose were
as

doubtful

the USSRs

Europe collapsed,

at

following year

and

a

half, the

Soviet-dictated alliance in Eastern
and

Germany was

reunified. Within the USSR, the

The

situation in the Soviet

described

as

less stable

at any time since Stalins great
and glasnost
purges in the 1930s,

more

intense.

depicted

doors

to

as

having opened

nationalist

if unchecked, could threaten
the system apart.
In the fall of 1989,

a

CIA

to tear

assessment

(Appendix A, reference 34) con
cluded that, regardless of whether
Gorbachev remained in power, the
forces unleashed by the combination
of consumer dissatisfaction and his
relaxation of political constraints

in the USSR for

able future.

This

the foresee

assessment

April

referred

1991, the CIA disseminated
entitled The Soviet Caul

dron

(Appendix A, reference 35).
This memoalready highlighted in
the Harvard case study and the arti
cle by Berkowitz and Richelson
argued that there was a high probabil
ity of a major political crisis, one
form of which could be

within the
shift

coming year a major
of power to the republics will

have occurred unless it has been

blocked

by

a

traditionalist

Three months later,

as

coup.

Gorbachev

pany what promised to be some of
the most turbulent years in Soviet]

preparing to meet with union
representatives to sign the All Union
Treaty that would have given greater

The prospect that Gor
bachev would be able to control the

authority to the republics,
was attempted.

to

the

uncertainty that

history.

would

accom

the destabilization and

ultimately

resulted in the

of the Soviet Union.

analytic products

illustrates one of the points made in
the report of the HPSCI Review
Committeethat some of the criti
cisms levied at CIA stem from public

misconceptions

and from critics dis

tortions of what, in fact, happened.
The CIA did not, for example,

or

a

that

sudden economic col
was

roughly synonymous
breakup of the

coincident with

a

Soviet Union itself. Those who
believe that is what

happened will
disagree with CIAs analysis, but
they also should be required to show
the case for their collapse
interpretation.
The CIA did

forecast the

not

a

coup
attempt. Another CIA paper in May
(Appendix A, reference 36) said that

on

public dissent would virtually guaran
tee a period of endemic
popular
unrest

In

a memo

that

to

Happen

lapse

the

movements

breakup

describe

than

was

oblivious

The record of CIA

pressures for autonomy from the
republics became more open and

was

endorse the

best.

superpower.

political

to

myth of a Soviet Union that was a
mighty industrial power capable of
ever higher levels of economic devel
opment, or that the CIA was

Failure To Predict What Did Not
events

In the

Union

the CIA continued

9,

The economy yet again was
described as having faltered badly
since the mid-1970s and resembling
that of a developing country, despite

military

of the

.

to comprehend how
has
who
reviewed this mate
anyone
rialabout one-third of which was
assert that
never classifiedcould

crisis that

described

status as a

.

It is difficult

was

the coup

breakup,
with the

either in

timing

same sense

of

or

form,

inevitability

that is touted in many of the
spectives critical of CIAs
assessments.

The

that the

ing

Agency

did

failing economy and
societal conditions it had

described in

so

retro

predict
stultifl7-

many of its studies

would

ultimately provoke some kind
of political confrontation within the
USSR. The timing of this confronta
tion, however, depended on the
emergence of a leadership to initiate
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The economic and societal
conditions made it

inevitable that
it, and its form depended on the spe
cific actions of that leadership.
After that leadership finally appeared
in the form of Gorbachev, the conse
quences of its actionswell
intentioned but flawedwere
dent

on

diverse

political

depen

variables

something
would happen. That was
clearly reported by the
CIA. What actually did
happen depended on
people and decisions that
were not

and decisions that could be and were
postulated but could not be predicted
even

by

selves.

the

principal

Many

actors

of the critical

inevitable.

the time he assumed power
could not have predicted that he
would make. When, for example, did
he decide to undertake his Septem
ber 1988

housecleaning,

would have been the
not done it?
It

was

the

and what

outcome

had he

econometric forecasts of inevitable

outcomes as seems to
some

be

implied

that it did. It was not inevita
ble that Chernyenko would die when
he did. And if he had not, how much

of the criticism. Would the

outcome

have been the

Russian electionsmade

Gorbachevs

political

same

if the

possible by

actionshad

put Boris Yeltsin in the position
to take the stand that he did? Were
the actions of the militaryof Pavel
Grachevinevitable?

~It was

not

Soviet Union have

inevitable that Gorbachev

would succeed

Chernyenko. Indeed,
political

the effort among Soviet

apparachiki
succession
nence

to

was

that US

head off his apparent

The economic and societal condi
tions made it inevitable that

something would happen. That was
clearly reported by the CIA. What
actually did happen depended on
people and decisions that were not
inevitable. The CIAs record in track
ing this process and describing
longer term implications is available
for review.

timing
clearly were

attempt
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and outcome of the coup
not

susceptible

what

a

was

the

correct

measurement

GNP. Such

of Soviet

undertaking

an

is well

of this author,
review of the vast amount of
the

expertise

literature that has been devoted
the subject raises a question of

to

whether it is resolvable. A major
effort in this area is the study by
Abraham Becker of RAND Corpora
tion published in late 1994.11

of whether

a

reader agrees

specific conclusions,
the presentation encompasses a wide
range of diverse viewpoints and is
accompanied by an extensive index
of pertinent work for those who
would seek to delve deeper into the
subject. A comprehensive treatment
of the issue was recently published
by Gertrude Schroeder.2
The purpose of this monograph is to
argue that judgments on CIAs per

formance

Embassy reporting
The

Tyrannical

Numbers

on

To the

public

extent

that the

comments

disparaging

make reference

almost

products, they focus
entirely on numbersGNP

figures

and

tics disseminated

the CIA

over

the

years. The HPSCI report, in present
ing its findings relating to those areas

opined
from

straightforward

If the CIA is to be judged as
having failed, it should be because
the picture painted in the CIA prod
ucts

unclassified statis

by

on a

of the record and the

events.

to

actual CIA

some

the Soviet Union

should be based

comparison

of CIAs
The

question.

monograph is not intended to
the methodological argu

quantitative

and

open

on

Regardless

of sufficient promi

shortly before the death of Cherny
enko speculated that Moscow Party
boss Grishin had become the leading
contender. This same view was car
ried back from Moscow by a
prominent US academic who had
been there just before Chernyenkos
death. Had Grishin succeeded Gor
bachev, would the Soviet Union
have broken up in 1991?

an

with Beckers

course

longer would the
muddled along?

how much less criticism there would

beyond

new

when

not

controversy. 10 There is some valid
ity to this judgment, although just

in

not

by no means inevitable that
leadership would appear
it did or follow the particular

well have

ments over

to

reports might very
generated the current

countriesits

take

were

heat

aggregate and per capita figures or
Soviet GNP rankings with other

This

events

precipitated and shaped by deci
sions made by Gorbachev that even

Soviet-US GNP ratios in

have been is

9,

them

showing

was/is incorrect. It is useful,
to put the GNP arguments

however,
in the

context

of the substantive

intelligence questions
ing the Soviet Union.

at

issue

regard

work that merited criticism,
that if the CIA had refrained

comparative

assessments

One of CIAs

more

Anders Aslund,

vociferous critics,
to the fact

referring

Soviet Union

that CIA estimated the USSRs

aver

the
age annual GNP growth during
1980-85 time frame to be nearly
2 percent, said that, If the CIA
assessments had been reasonably
accurate, the Soviet economy would

be

a

maturing

omy.

.

.

industrialized

econ

there would be little need

for economic reform; Gorbachevs
urgency would be incomprehensible;
and most internal criticism in the
USSR would be unfounded.3

The Soviet economy portrayed in the
CIA products described above, how

hardly qualifies as a maturing
economy. On the con
trary, those productsover many
yearsconsistently described the
Soviet economy as, for example,
primitive, grossly unbalanced, and
in massive disequilibrium, with a

ever,

industrialized

consumer

class when

economy that is fourth
compared to Western

economies, (1981Appendix A,
reference 8) and as resembling a

developing economy (1989
Appendix A, reference 32):

at

economic editor of Fortune whom

Casey brought to the
early 1980s as a special
quoted as saying:

the basis for internal criti
of the Soviet economy that led
Gorbachevs efforts.

length

in the

assistant, is

able
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including visiting the place, told
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rate

ply

growing at the

the CIA said it

couldnt be

what
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.

.

It sim

I know
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growing 3 percent a
and
that isnt what it looks
year,
like Author~c note: Actually,
CIA calculated the average for
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the

than 2 percent per year.]... You
cannot

ing

have food shortages grow

production shortages

worse,

growing

worse,

things

we

bottlenecksall
knew

still have

were

an

going

economy

the agency
said it waswhich the United

growing at

the

States

barely doing at that

point.

analytic products show how
frequently the Agency said that even
tually the declining economy and
stultifying societal conditions would
lead to the turmoil in leadership poli
tics that Gorbachev provoked.

Thus, the differences between CIA
and Aslund do not appear to be over
whether the Soviet economy was in a
dismal state, but over what quantita
tive GNP calculation

depiction
ground.

was an accurate

of the situation

on

the

looked for lower
believed
were more
they
compatible with the dismal condi
tions that everyone agreed existed.

they

sawand

numbers

was

.

.

rate

It couldnt

be

Given the nature of the analytic
problem posed by the Soviet system,
the analysts preparing the numbers
anticipated that some of their num
bers would be open to question. CIA
participants in this analytic effort
would welcome an objective public

the numbers issue. This
a forum in which

debate

on

would

provide

numbers and those offered by
others could be subjected to a com
mon examination of sourcing and
methodology. Such examinations
would also illuminate the fact that

true.

GNP calculations include produc
tion of unsold goods as well as

defense and other gov
that may not
benefit households. These

spending
ernment

directly

on

projects

conditions were particularly manifest
in the wasteful construction projects
and unsold inventories of Commu
nist countries.
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provide an opportunity to confront

An

the counter-intuitiveness
As in the
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found the numbers counter
with what

intuitiveinconsistent
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economy looks like
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cism
to

Meyer,

DCI William
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onand

in the USSR and described
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formance on the Soviet economy
falls into this pattern. It entails a sub
stantial amount of intuition. For
example, Herbert Meyer, a former

those

The CIA did, in fact, lay out a strong
for economic
case on the need

reform

Much of the criticism of CIAs

case
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disagreement
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whether
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output without regard to use, qual
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included, for example, the military
production and raw quantities of
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because GNP

wasteful output. (US calculations of
its own GNP as an indication of the
public welfare recently have come in
for similar criticism.) Others, such as

with certain realities such
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(a) the
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of the Soviet Union
exceeded the combined populations
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amount greater than the combined
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GNP included
was
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production for what
largest mili
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tary establishment; (c) material
extraction in the Soviet Union was
the highest of any single nation; and

(d) the principal problem with the
Soviet economy was not its size but
its distortionsnot simply how large

the GNP
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and how it

but its

was

composition

distributed.
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The HPSCI report
concluded that CIAs

practice of expressing
The

presentational
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the HPSCI group may well be
more weighty than the methodologi
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cal

shortcomings

in the CIA

estimates, a conclusion also implicit
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the deriva
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actual ratio was somewhere between
them? Would this have had an
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time, the Soviet economy reached
60 percent of the US GNP.
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on the judgments the paper
offered on the state of the economy
over the preceding decade and on the

impact

resulting political instability in the
implications of that
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term prospects of the regime? On the
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major political problems for the
Soviet leadership. The Key Judg
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their entirety in the Appendix. The

economy,

paper itself has been declassified and
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needs to be commensurate with the
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