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Kev Judgments

- jcount'on this. If severe disruptions should persist in the Polish cconomy, the

s : (fokdenliul
:!| ! | i N\
I | L
[T E O ,!
m!lgé;ss N l : .

' The Economic Cost to the USSR | ‘
of lntervenmg in Poland (:I

|
,E ", ?
Sy ; i l' ! !
20 :

. Thc cconomlc costs to thc USSR of lmposmg its own rcgnmc on Poland could

"be quite substantlal The security intercsts at stake, however, are so fun-.
damental that thc Sovu:t Polltburo probably would not be dctcrrcd by the
' COStS, L

[ :
i i :
| e '

In Sovnet calculatlons thcsc costs could mcludc ata minimum;

‘ o Supnortmg a crippled Polish cconomy for at least a fcw ycars to the tunc of

- several billion dollars per year. : s

i

TR
"The Sovncts would h0p¢—~dnd probdbly bullcvc——lhal dctive resistance to a
‘military pntcrvcntlon could be put dow:. quickly and that disciplinc and
‘austcrity could be restored to Poland after a few years. But they cannot

cost to Moscow might wcll cxceed $10 biliion per year for several 3 2ars.

l
1
|

‘ = i

jBascd on its experience with the post-Afghanistan sanctions and its convic-
‘tion that Western businessmen need Sovict markets and products and that
‘West European govcrnmcnte arc determined to preserve the detente rela- -
ttlonshtp. the Politburo also is likely to belicve that sanctions would not
‘survivc for more than a year or two. The principal impact on the Soviet

, cconomy would then bc
H * An cmbargo mduccd reduction i in Sovict meat oulput o. as much as
7 percent, j

J
|
|
|

o A délay in certain important development projects rcqumng Western
tcchnology :|

Since: mcat is already m short supply and Moscow is acutely aware of its

' lmporlancc to the Sovict population, the results of a grain embargo would be
c%pcually significant. The delays in technology transfers would complicate
‘ dc.cmonﬂ on the 181 85 Plan bu( would have few lasting cITcus ‘:I

P I
|
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-e Perhaps providing an occupation force to maintain order in the cvent that -
A Poland's Commumst Party cannot rcgaln a modncum of legitimacy. [:‘
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' ' As the Sovict Politburo wug

' : that such repression would incur. Thls memorandum
" examines the tangible cconoﬁuc costs as Moscow

t

'+ ioutput might then decline forl two years or so—-perhaps

‘ ,pcoplc back to work, bu! they could not compel them to

The Economic Cost to the USSR ii
of lntervemng in Foland (v) |

Bacquound E L : Gh
s the argumcnts for or

‘.agmrst mllntary mtcrvcntlon in Poldnd it must con-

{sider an array of political, mxlllarv and economic costs

. might view them. It considers the cost ol'ns'-mancc toa
ISovnct installed government ir Varsaw and the injury
I to the Soviet cconomy that mlght be causcd ' ‘West-
|crn responsc to a military mtcrvcnt:on It docs not
[attempt to assess the cffcct of ml*r\}c:.lxon on Sovict
!military spcmling f ’ BEE

C
i
4

R
The Cost of aupporting Poland ' ;

Thc largest potential cconomlc cost’ to thc USSR aris-
‘ing from Sovict military action in Poland is the greatly
'increased requirement to shore up the Polish cconomy.
'While the Politburo probnbly expects that Polish
‘armed resistance can be overcome quickly. it cannot be !
“sure of the degree or pace of pacnﬁcatlon The cffort
itself, therefore, could be’ cxpcnslvc and lead to
contmumg high occupanon costs D :

§ In the wake ol'mlcrvcnuon production in Polish mduq-
.1 “try would decline rapidly, as morale dnd producuvny i
fall to new lows. Critical bottlenccks :would soon ap- !
pear in essential scrvices such as transportation and
‘distribution. The Polish Communist Party. backed by
its security services and Soviet troops, could force

‘be productive. The best the Soviets could hope for is
‘that general passive resistance, ‘with no onc working
hard and some instances ohabotage. would wcaken
urudually and practically disappear, in two to three
-years. Mainly because of lower labor productivity,

;on the order of 10 percent, as compared with the
-depressed levels of today. Wldcqprcad hoarding and
‘the withholding of output by private farmers would
“add to the resulting shortages. But Moscow has to

“consider the possibility that the situtj\tlon might be
much more difficult—including the active hostility of

“much of the work force, a coptinuin’g struggle with a

:
3
D

(fonf}\lcminl

\

|
i
{ i

1
1
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resistance movement, and a failure to install a credible

government in Warsaw. Economic activity would then
be severely disrupted and could decline sharply for
several Eycars«—l’or example, by 15 to 20 percent. I:I v
1
The Sovnct Pohtburo would thcn have to decide how
much cconomlc assistance to gnvc in order to keep the
Polish économy afloat. There is little question that
Moscow would provide large-scale support for Poland
to help rcbuﬂd somc degree of political stability (as it
did aftcr intervening in Hungary and Czcchoslovakia)
and to minimizc the effects of a crisis in the Polish
cconomy on CEMA tradc and cconomic development.
The cost of such support would be high; it would
include hard currency aid as well as increased exports |
to Poland of food, fuel, and raw matcrials, which arc

: : already scarce in the Warsaw Pact countrics. While

hard to asscss, the overall cost could casily amount {0

' more than $10 billion per year. Moscow would demand

that other East European countrics do their bit in
helping Poland, but these countries are unlikely to

. offer much. They cannot spare the food and fucl, and
they do not have the raw materials. And the USSR
would be leery about sparking clsewhere the same kind

.. of discontent that caused all of the troublc in Poland in.

the first place.

Moscow would also have to deal with the question of
Poland’s hard currency debt-service obligations, which
will amount to about $13 billion in 1981 on u debt of
$25 billion. The Soviets almost certainly would net
assume these obligations because they would expect
Western creditors to nceept rescheduling to protect
their investments, Nor would the USSR ask Poland to
renounce the debt because of the implications for gen-
cral East European creditworthiness. More than likely,
a temporary moratorium on debt scrvice payments

 would be declared, followed by Soviet-supported at-
i tempts by Warsaw to arrange rescheduling. The option

of writing off the debt would be painful for many
Western banks, leading them eventually to enter
discussions with Poland. i:l

CaonfN\ential
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iWesi em chponse to ln(arvention 1

: Thc I’olltburo has good rcason to cxpect that thcE oo

:mmcdlatc reaction of Western governments to open

' Sbvnét lntcrvcntion in Poland would be stronger than
-thc rbspon%c to the intervention in, A‘ghamqmn. Ata

mlmmum, Moscow would have to deal with anem-
bargo on new agricultural sales to the’ USSR on the
part of maJor exporters and a s'ncpcnsion by Wcstcrn
govcfnmcntx of discussions of nuw: mductnal and en-
crgy prujccts They might also expect Ithc Wcst t. stop
deliveries of grain and feedstuffs under cxnstmg con-
tracts and exports of machinery and tcchnoldgy for
high- -visibility projects already undzr wa/‘ In addition,
the supply of new credits almost certainly would be
shut off; Moscow would think that mdsl of thc rest of
its day-to-day trade with the West would continue
ugardlcss of sanctions. The chdcr«;hlp prob,lbly as-
sumes that Western customers would not wish to risk a
hait in Soviet energy and raw material deliverics. D
How the Soviets calculate the cost of these sanctions
depends critically on how long Westein Europe, Japan,
Australia. and Canada stick with sanctions. On the
basis of the experience with their mtcrv«.ntmn in
Crechoslovakia and Alghanistan, the Sovncls may
reason: ibly expect the support for s.mcuons lu fadeina
year or two provndcd that the Polish situation sta-
bilizes, If the grain crops are large in the Nor'hcrn
Hemisphere next year, pressure on the grain| sanctions
would bmld rapidly. Sovict spokcsmz.n would remind
the £ umpc ins and the Japancse cspecially o? the bene-
fits fmm trade with the USSR, bothin tcrms of energy
supphu and as a major purchaser of the products of
dt.prcsscd Waestern capital goods mdusmw Nonc of
lh(. Wutcrn allics was cmhusuasuc about coopcratmg
‘m lhl: Afghan sanctions. From the start.the major’
Wu.l l uropeau countrics and Jamn rcmtcd tough’
u.onumu, actions, Government utmudu in p.lrt res
’flu tied strong commercial interests, some of which
‘have invested substantinlly in supplying the ‘Itmct
Imnrkct They also reflected their enduring mtclwt in
‘rcducmg East-West tensions. ii :

i | |x | i
*(‘raum Following a sccend consccutive poor h:larcht. ‘
\!.hc Sovncu probably anticipated importing 34 million
‘tons'of grain in calendar year 1981 In 1980 mcut :
!pmduumn is ex ccted to fall by 500,600 tons,or 3o d
*paru,m Even with a normal crop’ in 1981 and no

i
1
|
|

rcxtnctnons on imports, meat output could well decline
by ancther £90,000 tons. An ecmbargo on new salcs by
‘the United States, Australia, Canada, And the Eu-

ropc: m‘Commumty would limit Soviet grain imports to
'pcrlmps 23 million tons. An embargo and a refusal to
‘dclwcr undar existing contracts would reduce Sovict

amporls in calendar year 1981 to around 14 million
tons. ln the worst case, the 20 million tom of grain
forgonc would be equivalent to 1.6 mwlllon tons of pork
(carcass weight). '

This w!ould be a scriou: setback to Soviet copsumption
and the regime's livestock program. The impact on the
Saviet liv&.s!ock sector of denying 20 million tons of
grain cr)uld be felt in jower meat production, reduced
herd numbers, uad lower animal weights in the inven-
torics. ‘Dcpcndmg on the policies that Soviet planners
follow, the effect on actual meat ouiput will tend to be
somewhat, or quite a bit, less than that implicd by the
pure “meat cquivaicnt™ of the denizd grain. Noncthe-
less, the full embargo could casily push 1981 meat
production down by another million tons (or 7

percent), as compared with a no-cmbargo situation.

Tcrhrmlng y. The Soviets have cencluded deals involv-
ing more than $2.2 billion worth of W estern pipe and
plantin 1980, including cquipment for the Novolipetsk
steel plant, the Seyansk aluminum smelter, the
Baku/Astrakhan oil rig yard, and some chemical
plants. They are actively negotiating contracts involve
ing the West European-West Siberian gas pipeline
(roughly $10 billion), Siberian coal and timber ($650
mllhun) and additional targe-diameter steel pipe.

"They arc also interested in automotive facilities ($1-2

billion) and a number of oil dcvclnpmc.m ventures
(several biltion dollars). |:| 1

l - .
Dclay< and sus;\cnsmns of negotiations on new projects
would mainly affcct the West Siberiun gas pipeline
pmic.cl —putting the scheduled 1988 startup date com-

L p!ctcly out of rcach. Few other major deals ave now in
“ncgotiation, suggesting that in the 1981-85 Plan the

{ USSR wants to concentrate for the time being on

“working off the backiog of unfinished large projects.

; An cxtcnﬁion of Western sanctions to include an cm-

b.\rgo on deliveries of machinery under axisting con-
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- tracts would have « much stros s;cr cﬂ'ccl that just a

i ' receive this equipment would degrade Soviet ability to
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i hold on new centracts, ln some key. industrial sectors,

I'such a« encrgy and mctallurgy. thcsc Western imports '

, ' would be sorely missed. For cxample. a ‘wide range of
‘equipment and machins y hns been ordcrcd forthe
pctrolcum industry but nbt yct dchvcrcd Failure to

lift crude from existing mlﬁcld-a as well as delay efforts
to map out new producuon areas. Dclays in cbtaining’
Wcstcrn equipment (mamly pipe) wquld also mean

' that the recently announced goals for gas productlon in |
‘the 1981-85 Plan would have to be schled back consid- »
;crably, although much of the loss would be felt by
'European customers for thc gas. ( I P , E

o

Credits. Rcstrlcuom on Wcstcrn Icndmg to thc USSR .

would not be a predlem, ulthough Moscow could no |

. “longer borrow at interest rates far below the world

" 411 inflation rate. The USSK currently enjoys a ﬁnancial '
. cushion as a result of rising energy prlcce If Western -
| govirnment-backed credit offers were withdrawn or nf
i" existing guarantces on signed (but as yet uncomplctcd)

_contracts were revoked, Moscow could still finance ‘,

' pricrity imports by drawing down the roughly $7 bil-
i .iion in deposits at Western banks and stepping up gold |
| ‘sales. While a commumg‘rcfusal by governments and |

- ‘banks to lend to the USSR would pose difficultics for
I 'the USSR as its trade balance worsened and its ap-

- petite for Western technology grew larger in the mid- ;

:19%0s, the Soviels orobably.do uot think such continu- !

: ‘ing restrictions are in the cards. T hcy believe that the |

lnu.rc.st in the Soviet marke? is t00 grcal and can find -

. |
‘evidence in the record of pnt sanctions to suppurt their §

,ud;,mcnt |:| : f ' l SO

i

Striking a Balance. After rcvicwina the range of pos-
-sible Western cconomic respanses, the Politburo would
probably iudge the impact ofAfghnn like sanctions to
“be heavy bud tolerable. At worst thc 5SR probably |
believes that it will have to aceept a ‘rcduction in :
~domestic meat supplies and delays i 2 some important ;
projects (particularly the West European-West Si- !
herian gas pipeline) aa the sanctions-related price of

moving ‘nto Poland. They probably do not belicve that .
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Confidentini
i

warnings about lasting negative consequences for East-
West commercial relations neéd to be taken at face
vaiuc. For some clements in the Sovict cconomic hi-
crarchy, the additional strain on th: consumer, on
energy development, and on mjpplics of inctal, chemi-
cals, and other products that depend on projects under
way with Western assistance make appealing ar-
guments against intervention i:n Poland. The position
of the consumer would be markedly worsc, and a few in
the Politburo might worry about effects on morale and
productivity. But the Soviet leadership would be un-
likely to be deterred by even much larger costs from

" taking such repressive measures as may be necessary to

hold the socialist empire togethe: :I
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