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Will aid from outside
ever really be effective?

By Professor J .E . SPENCE who is head of the
Department of Politics at the University of Leicester. In
October this year he will take up an appointment as
Direetorof Studies at the Royal Institute of International

Affairs in London .

T HE end of the Co ld War has pro
voked yet another 'great debate':

what . if anything should the West do
about the Soviet Unio n? Th e lone and
substa nce of the argumen t has been
sharpened by Coa lition victory in the
Gulf Wa r, during which President Bush
gave vent 10 his vision of a new inter
nati o nal orde r underpin ned by the
strength and renewed self-confidence of
the United States. Thus the structure and
process of this new order would be
domina ted by o ne power; it would - to
use the arcane terminology of po litical
science - be uni-po lar in co ntrast 10 the
hi-po lar world of the Co ld War.

Furthermore. the lita ny ofco nflicting
responses to the G ulf War strengthened
perceptio n that the 'uni-polar mom ent"
was at hand; the European Community
(Britain and France excepted) dithered:
C hina was a pa ssive spec ta to r. the
Japa nese reluctant ly paid their dues.
while the Soviets were denied an indepen
dent role of an y significance as their
diplomatic effor ts to defu se the crisis
was brushed aside with contemptuous
ease by Washington. Thus the American
recovery fro m its post-vietnam de
pression and the vigorous assertion of its
super-power ro le confounded earlier
pred iction of a return to a multi-po lar
balance of power of the sort that existed
in the 19th century with five great sta tes
jockeying for advantage over their rivals.

Clearly the temptation to capita liseon
Soviet weakn ess at ho me and decline
ab road is co mpelling fo r the United
States. How best to sustai n American
superiority is a centra l preoccupation for
pol icy mak ers: should the Soviet Union
be left to its own devices - to free its
econo my a nd political syste m fro m
deca des of communist misman agement
o r.attemanvely, collapse under a burden
of increasin g po pu lar expecta tions into a
Balkan -style version of warri ng republ ics
riven with ethnic tension and quarrelling
ove r scarce reso urces? Th is extreme
option of benign neglect is rarel y. if ever.
articulated in public. thou gh man y on
the far right of American politics might
well subscribe to it in private. (Even ex
President Nixon - as we shall see -

docs not go qu ite this far .)
Yet even th o se sym pa t het ic to

Moscow's plight might well question
how far exte rnal actors - with the best
will in the world - can o ffer effect ive
assista nce to the Soviet Union. given the
scale and magn itude of its difficulties.
After all. the record of foreign aid in
transforming third world slates into
mirror images of their Western counter
parts is ha rdly enco uraging. The success
stories in this context are the so-called
NICs (Newly Indust rialising Countries)

wher e a combina t ion of a utoc rat ic
government. self help and a work culture
o f asto nish ing vigour has prod uced
economic growth that is the envy of
competitors. By cont ras t. the Soviet
Union - dcspite a tradition of autocratic
rule pre-dating the 1917 Revolu tion 
has been wedded to a system profoundl y
hostile to the operation of market forces.
and one in which the sta te via the
mechan ism of an all-powerful Com
munist Part yand a clumsyand inefficient
bu reaucracy has denied individuals " the
public space.. . in which citizens can
organ ise themselves .. . a necessary con
dition for democratic politics' ?

There is. too. a more extreme vers ion
of this scepticism about the ut ility of
t rying to refor m the Soviet Union from
the outside. Thus. for some conse rvatives
the te mptat io n to d o so should be
resisted. pa radoxically. because it might
produce result s in the form of a re·
vitalised Soviet Union. co nfident and
capable enough to play a dynam ic role in
the international system.

Liberals. however. might welcome the
prospect o f d o ing busin ess with a
reformed Soviet Union. but their censer
vative opponents retort by arguing that
this outcome would end any prospect of
a uni-polar world domi nated by the

United States. Why. therefore. encourage
the emergence of another player in the
'great game' of international poli tics just
when the dream of American hegemony
is becomi ng a rea lity?

But th is gloomy prognosis and its
negative implica tions for Western policy
towards the Sov iet Union requ ires quali
fication on two cou nts:

First. und most obvio usly. an unaided
process o f change in the Soviet Union.
whatever its final destinat ion in terms of
successo r failure. may well in the interim

prod uce r ight wing reac t ion an d a
government bent on an aggressive foreign
pol icy. if only to pro vide a cover for
internal weakness. After all, the milita ry.
di sgru ntl ed a fte r Afghani sta n a nd
defence cuts, not to mention the KGB . is
alive and well in Moscow. and joint
repressive action on their part to prevent
comp lete collapse, cannot be ruled out.
Their leade rs might well be mistaken
about their cha nces of success. but they
wou ld not be un ique in believing that
their efforts cou ld save the nation as the
record of military adventurism in Lat in
America amply demonst ra tes. Th is out
come - however shonlived - would
not be in Western interests. given that no
one could sensibly welcome a retu rn to
the Co ld War or worse sti ll. a renewal of
Ea st -West a ntagon ism lack ing the
restra ints provided in the past by a
common strategic ideology in the form
of nuclear deterre nce and a Russian
leadership secure ly in control of its
domestic base.

Seco nd . a distinction should be made
between external involvement in the task
of democratising the Soviet Union and
helping it overcome its eco no mic prob
lems. The first objective is probably
beyond the capacity and co mpetence of.,
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The 'grand bargain' is a version
'constructive engagement'

of

Western gove rn ments: there are very
rea l limits to what can be done fro m the
outside to promote the growth of demo
cratic self-governme nt in states with
profoundly different political traditions.
True, the West successfully transformed
the defeated Axis powers in the second
world war into model democracies, but
the cost was immense. involving the
milita ry destruction of those sta tes and
their subse que nt occupation and re
construction by the Allied powers. New
political struc tures were bui lt on the
ruins of the old, new political values
emerged to provide the necessary legiti
macy for their operation.

But this is not an easy option vis a vis
the Soviet Union, any more than it was
for Iraq following its defea t a t the hands
of the Coalition powers. And this lesson
has been rammed home by the experience
of nation-sta te building in the third
world in the wake of decolonisation .
There, (India being a notable exceptio n),
the best efforts of Western constitution
makers often foundered on the false
assumption tha t democratic institut ions
could be created in the absence ofa civic
culture which their own experience as
Englishmen and Frenchmen should have
taught was the prod uct of long historical
gestation.

To this extent liberal reformers and
co nservat ive scept ics sha re common
ground in reject ing - fo r different
reasons- a strategy designed to help the
Sov iet Union undertake major political
reform. They part company, however,
on the issue of assistan ce to rejuvenate
the Sov iet eco nomy by encouraging the
creation of free market institutions. The
conservative is enti rely consisten t in
taking this line: the successful restructur
ing ofSovieIecono mic institut ions would
- it is argued - enable it to claw back
the status and subs tance of a super
power. Th is can only damage US aspira
tions to manipulate a post-Cold War
international order to its own advantage.
And if confro nted with the argument
that a Soviet Union in the throes of
economic disintegrat ion const itu ted a
dange r to the West, the conservative
insists that any economic concessions
should be firmly tied to clear evide nce of
So viet willi ngness to rest ructu re its
econom y accord ing to the classical prin-
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ciples of Westen capitalism. The West ,
therefore, should not rush headl on g into
meeting Mr Gorbacbcv's current pleas
for eco nomic assistan ce. The negat ive
sanction of no help until the Soviet
leadership has taken irreversible steps
towards the creation of a ma rket econo
mysho uld - acco rding to this view - be
the soledeterminant of American policy.
In other words, wai t and see!

This is a bleak doc tr ine best exempli
fied in the publ ic state ments of ex
President Nixon. Thus, Gorbachev' s
vision "seeks the strengthening, not the
destruction of the Soviet system ..
instead of promot ing politicaland econo
mic reforms, prema ture Western assis
tance wou ld case th e mountin g pressure
on Mr Gorbachev to expand perestroika
into a comprehensive dismantling of the
Soviet system . . . since the Soviet Union
reforms on ly when under pressure, a
helping hand would hinder the cause of
de mocracy ... the West's key stra tegic
interest does not lie in saving the Kremlin
cconom tcalty.""

Moreover , Nixon insists that the Soviet
Unio n sign a "stabil ising and ver ifiable
strat egic arms red uction treaty ... cuts
off aid to third world client states like
Cuba and Afgha nistan as the price of
Western assistance." For him, "a iding
the Soviet econo my would simply en
hance Moscow's ab ility to challenge
Western inte rests."? In other words, not
onl y mu st the Soviet Unio n dismantle its
communist system, it must also give up
any aspiration to be a super power.

An alternative strateg y is offe red by a
group of Harvard economists and politi
cal scientists. Working with their Soviet
counterparts, they have devised a 'g rand
bargain' which , in effect, is a version of
'constructive engagement' involving a
five year programme of economic aid
($150 billion ) to the Soviet Union in
return for specific reforms: " Balancing
the Soviet budget (in vast deficit ), de
controlling prices, and privatising pro
pert y" and evidence of " substantial cuts
in state subsidies and in military expendi
ture".' Th is scheme has the advantage of
linking assistance to pa rticular reforms
in accordance with a specific timetab le
an d period review of progress. Th ere is
the addit iona lbenefit that regular "quick
econo mic Iixes'" wou ld soften the in-

evitable dissat isfaction arising from the
impact of inevitable price rises, forced
unemp loyment , and disgruntled bureau
crats losing their privileged position as
arbiters of economic pol icy to the im
personal forces of the market-place.

T he Ha rva rd gro up j us t ify the ir
'bargain' on the grounds that fragmenta
tion of the Soviet Union (the inevitable
consequence - in their view - of a
passive, negat ive Western respo nse)
wou ld have profou ndly damaging con
sequences: authoritarian reaction from
the centre as the periphery revolted;
flood s of refugees into Eastern Europe
and divisions within the western camp
abo ut how best to respond to the spec
tacle of a super power' s dis integrat ion.
Domestic unrest in the Soviet Union
would destabilise Eastern Europe and
distract West Europ ean gove rnments in
part icular from their t raditional and
pragmatic preoccupati on with pol icies
designed to create a viable po litical
framework for peaceful an d profitab le
inte rcourse between the member sta tes
ofan emergent Pan-European Commun
ity.

Th e idea of a 'grand ba rgain' does ,
however, involve considerable risk. It
assumes that a programme of rewards
for acceptable progress in the Soviet
Union can be man ipulated with surgical
precision: tha t the tap of financia l assis
tance can be turned off at will without
doing da mage to thoseecono mic interests
(bank s, grain produ cers, industr ial in
vestors, for examp le)which the 'bargain'
would encourage to do business with the
Sov iet Union . Furthermore. it assumes
that what consti tutes a positive outco me
on a year by year basis will be unive rsally
recognised as such.

Th e contrast with the applicat ion of
the Marshall Plan in 1947 to rejuvenate
the war battered economics of Western
Europe is instr uct ive here: US aid on
that occasion was designed to restore the
confidence of peoples in their historically
proven capacity to create wealth and
devise the po litical institutions appro
priat e for that task. Moreover, Marshall
aid - unlike that subsequently given 10

many third world cou ntries - was not
dispersed in a political vacuum. Liberal
political and econo mic values had sur-
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THE FUTURE
IS DEAD
LONG LIVE
THE PRESENT

CHARLES METH, of the department
of Economics at the University of Natal ,
offers this toast to the continuation of
the struggle to attain the goal of social

democracy.

Burgeois democracy - a combination
of political suffrage and the unfette red
right to peddle one's talents and indulge
one's tastes. whate ver they may be, and
in whate ver ma rket one chooses - is
now declared the end of histo ry. No
imaginable form of social organisation,
it is asse rted , ca n possib ly impro ve upon
it.

The point of this article is to say thai
this is no t so - that the social democrat ic..

economicjust ice. Spurred on by changes
in the law that favo ur the rich, an ethic of
nasty, grabbing individua lism has gained
socia l app rov al (o r at lea st is not
condemned as forthrightly as it used to
be). The result is an unseemly scrabble
for wealth neat ly captured by the terms
'yuppie' or 'Ioadsa money'.

Arrogan ce and condescension, long
the hall mar k of the ruli ng classes, have
been butt ressed by a superficial reading
of the work of resurgent liber ta rian
economists, by philosophers an xious to
defend the property ' rights ' of those who
al ready have too much , and of course,
by the collapse, almost everywhere, of
'socialist' experiments. It is ironic that
the demise of an au tho ritarian political
system should contribute to a general
increase in ignorance a nd suffering.
Whatever the failings of liberals, radicals
and other do-gooders, and they are
many , the shared vision of a more co
operat ive world - one in which the
misery caused by poverty an d other
glaring injustices could be softened, if
not eliminated. remains infinitely more
attractive than cold, impersonal rule by
the ma rket. But the social commitment
implied by this vision has come under
fierce attack.

AN EIGHTEENTH - or nineteenth
centu ry aphorism which held that

.... . it is with our passions as with fire
an d water - they mak e good servan ts,
but poor masters .. . .. was pa raphrased
by the late Joan Robinson, the eminent
Ca mbridge economist, into the pithy
claim that " . . . the market is a good
servant bu t a poor master" . Destroying
the concept tha t rule by the market 
Ada m Smith's ' invisible hand' - will
somehow maximise human welfare is an
urgent political task . Unfo rtunately,
man y years will pass before the ma rket is
finally brought to heel.

It is not for nothi ng that economics is
known as the dismal science - a measure
of th is is the frequency with which it is
used 10 discipline optimists and utopians
of al l shades. During the 1960s and 70s it
cam e to be believed by man y tha t some
of the mo re malevolent work ings of
capitalist market economics were within
a whisker of being placed under humane
control. The cumulative handi caps of
the bottom two or three dcciles of most
populations - the group least able to
compete and to prot ect itself against the
mark et - result in the peopl e co ncerned
repea tedly being pole-axed by what is
sometimes called the ' invisible foot '. The
generally kind folk who subscribed to
the view tha t large-scale sta te inter
venti on was necessary to solve these
(equity) proble ms have had their faces
rubbed in the di rt of ' new realism' .

An unpleasant capitula tion to the
allegedly impersonal forces of the market
(accorded the same status by con ven
t ion a l econo mists a s grav ity is by
ph ysicists) has been acco mpa nied ,
wherever the forces of social democracy
ha ve been weakened, by the collapse of a
te nt at ive co mm it me nt to grea ter

Contrast with
the Marshall

Plan
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vived the hor rors of Nazism and the
ravages of war to underpin an d give
ideo lo gica l d irect ion to Eu ropea n
recovery. None of these conditions- so
critics of the 'grand bargain' argue 
exists in the So viet Union, and the
abse nce, the refore, of a civic culture of
individual freedom and clear dcmarca
tion between the reach of the state a nd
the constitutionally-pro tected rights of
the citizen sets limits to what can be do ne
by external economic intervention.

Sooner or later the West will have to
mak e a choice belween the Nixo n
doct rine of progress by denial and doing
what it can by engag ing cons truc tively
with the Soviet Union in its efforts to
refor m a corrupt and hopelessly ineffi
cient polit ical economy. It is do ubtful,
however, whether President Bush will
emulate his predecessor , Harry Tru man,
who acted so decisively over forty years
ago in implementing the Marshall Plan.
By con t rast, Bush's cautious pos ture
reveals an ambivalence which is hardly
surprisi ng for one mat ured on the com
for ting cert itudes of the Cold War:
" Th ey've got horren dous proble ms
the re, bu t the reforms have got to be
detailed a bit before blank cheques are
written. And even then it would be
diflicult ." 1

Perhaps things will be clearer aft er the
G 7 meeting of the leading indus trial
co unt r ies to which Mr G o rba chev
has been invited . Truman, in 1947, had
at least one incentive which President
Bush lacks in 1991: the re-generation of
western Europe wasessential ifthe Soviet
Union was to be effectively contained
behind the Iron Cur tain.

Today, who or what is to be con
tained , and how, remains the ab iding
question . •
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