
elation apparently put some 'egg on 
the faces' of some of our nation's 
top forecasters. 

There is, however, a brighter 
side to the inflation report card that 
can be seen in Figure 3. When the 
past decade's inflation rate is 
graphed, we see a steep, pointed 
"hill," indicating that inflation 
rose rapidly (from 6.7 percent in 
1977 to 9.7 percent in 1981) while 
after that, the rate of inflation 
moved down to a low of 2.7 percent 
(1986). Plotting Blue Chip's Octo- 
ber projections against the actual 
inflation rates, we see Blue Chip's 
averages following "actual" up at 
a near equidistance, like hunting 
dogs taking after a wily fox. At the 
top, the fox makes a sharp turn and 
heads downhill; the determined 
dogs also make the turn, but stay 
approximately the same distance 
behind their prey. In other words, 
the Blue Chip forecasters get the 
direction right, but- out of a col- 
lective disbelief that inflation could 
move up so fast, then down even 
faster- they missed their objective 
by roughly the same amount both 
on the way up and on the way 
down. Now if some kindly poet- 
oracle had whispered to each of the 
forecasters the following advice: 

Inflation rate up? 
Add one percent 
For forecasting fame. 
Inflation rate down? 
Subtract the same! 

they would have nearly 
* 
'caught the 

fox." The error would not have 
been 1.2 percentage points, but 
something less than four-tenths of a 
percentage point. 

And finally, let's look at Blue 
Chip's inflation forecast over time 
(Figure 2 on page 60). Although 
Blue Chip's October error merits 
something like a "C" grade, the 
error diminished impressively as 
the months went by. For example, 
by the time the June calls came in, 

the average error was only four- 
tenths of a percentage point. 

All things considered, Blue 
Chip's consensus report card for 
the past ten years does not by any 
means indicate a flunking perfor- 
mance. In fact, much of it is quite 
good, though there will always be 
room for improvement- especially 
in the category of quarterly 
forecasts. 

Not bad, Blue Chip. But let's see 
if your report card can be even bet- 
ter ten years from now, after your 
second decade of consensus 
forecasting. 

JIM EGGERT 
Associate Professor, Economics Department 

University of Wisconsin-Stout 
Menomonie, Wisconsin 

Editor's note: The author is the son of Blue Chip 
Economic Indicators editor Bob Eggert. 

RESPONSE 

McNamara 's Finite Deterrence 
Offers Little Solace 

Robert McNamara argues in "Can 
Civilization Survive Defense in the 
Nuclear Age?" (Challenge, 
March-April 1987) that strategic 
defense, in whatever form, does 
not serve to enhance our national 
security. He also criticizes our pre- 
sent nuclear weapons policy of 
threatening the first use of nuclear 
weapons in order to deter a wide 
range of conflicts. As McNamara 
sees it, a number of technological 
trends contribute to ever greater 
crisis instability and make deter- 
rence ever more brittle. 

He then proceeds to examine the 
range of strategic alternatives ca- 
pable of reducing the long-term 
risks of nuclear war and of safe- 
guarding Western security. He 
quite properly notes that, while 
U.S. -Soviet dialogue and the relax- 
ation of tensions are desirable, a 
fundamental East-West reconcili- 
ation is unlikely in the foreseeable 
future, and hence, does not offer a 
workable alternative to present 
U.S. security strategy. 

In McNamara' s view, eliminat- 

ing all nuclear weapons, as General 
Secretary Gorbachev proposed in 
January 1986, and subsequently 
reaffirmed in Reykjavik, is remi- 
niscent of the earlier futile propos- 
als traded in the 1950s and early 
1960s for "general and complete 
disarmament." Such proposals 
were unacceptable then, and are 
still unacceptable now. In a denu- 
clearized world there would be a 
tremendous premium on cheating, 
because even a small clandestine 
stockpile of nuclear weapons would 
offer its possessor tremendous le- 
verage. Hence, the incentives for 
cheating, and risks to one's nation- 
al security, would be unacceptably 
high. 

Having demolished those strate- 
gic strawmen, McNamara pro- 
ceeds to argue that strategic de- 
fenses, whether envisioned as a 
replacement for the current deter- 
rence regime, or as a way of bol- 
stering deterrence, do not have the 
potential to achieve those objec- 
tives. In this regard, however, his as- 
sessment is fundamentally flawed. 

62 Challenge/July-August 1987 

This content downloaded from 86.171.241.208 on Thu, 18 Jun 2015 11:11:50 UTC
All use subject to JSTOR Terms and Conditions



McNamara posits that the de- 
fense of urban-industrial targets is 
technologically impossible, and 
that, accordingly, President Rea- 
gan's dream (articulated in the 
famous March 23, 1983, speech) of 
replacing deterrence generated by 
offensive nuclear forces with a nu- 
clear-free world, is not feasible. 
Strictly speaking, McNamara is 
right. There probably will never be 
a defense perfect enough to pre- 
vent a determined adversary from 
delivering some nuclear weapons 
to American soil. 

The Soviet focus 

There are reasons to believe, how- 
ever, that this has never been a So- 
viet objective. Rather, Moscow has 
sought from the very dawn of the 
nuclear age to develop a nuclear 
force posture capable of providing 
it with credible war-fighting op- 
tions, and limiting damage to the 
Soviet homeland. Thus, the Soviet 
nuclear targeting policy has never 
emphasized attacks on American 
urban-industrial centers, as such. 

Instead, Moscow has always 
sought an ability to attack Ameri- 
can nuclear forces, general military 
assets, command, control, and 
communications centers, as well as 
key administrative and economic 
targets. To the extent that some of 
these targets are within or near 
American urban-industrial centers, 
the Soviet nuclear weapons policy 
countenanced the infliction of a 
certain degree of damage to 

* 'coun- 
tervalue" targets. However, the lat- 
ter has never been an independent 
objective of Soviet policy, but rath- 
er an inevitable by-product of war- 
fighting/damage-limiting strategy. 

Given this Soviet strategy, a stra- 
tegic defense capable of denying 
Moscow its nuclear weapons policy 
objectives would go a long way to- 
ward convincing the USSR leader- 
ship to consider moving toward an 
environment featuring greater reli- 

ance on strategic defense. It is sig- 
nificant that Moscow has evidenced 
little interest in a world where it 
can do nothing more, and nothing 
less, than bring nuclear Armaged- 
don upon the United States, while 
certain to suffer inevitable U.S. ret- 
ribution. Thus, contrary to McNa- 
mara's assertion, strategic defense 
capable of denying Moscow its 
present "theory of nuclear vic- 
tory," should suffice to induce a 
genuine change of heart. A popula- 
tion defense would likely follow as 
an indirect result of U.S. denial of 
Soviet ability to fight and win a nu- 
clear war. 

McNamara also claims that 
Moscow views strategic defense 
with the utmost suspicion, consid- 
ering it part of a U.S. first-strike 
strategy. The reasoning goes that 
imperfect defenses encourage a 
first-strike because they are inher- 
ently incapable of handling an all- 
out attack by a large nuclear force, 
but can do relatively well against a 
ragged and weakened nuclear re- 
taliation. However, that argument 
is flawed. It ignores the fact that if 
strategic defenses are deployed by 
both sides, then a first-strike by an 
aggressor would not annihilate the 
opposing nuclear force, and, 
hence, the aggressor would have to 
face more than a weak and disjoint- 
ed retaliation. In fact, the question 
of whether imperfect defenses 
complicate first-strike more than 
they complicate a retaliatory se- 
cond-strike is quite complex, and 
depends on a variety of factors. 
McNamara' s assertion that imper- 
fect defenses tend to encourage a 
first-strike certainly does not do 
justice to this issue. 

Managing the transition 

McNamara claims that another ob- 
stacle on the path leading to the 
world of strategic defenses is the 
transition from the present offense- 
dominant environment- getting 

from "here to there." However, 
while the problems posed by a de- 
fensive transition may be * 'tricky, 

' ' 

they are not nearly so insurmount- 
able as McNamara suggests. In fact, 
while much additional work re- 
mains to be done on this issue, a 
few simple guidelines can be easily 
deduced. 

A safe and stabilizing transition 
toward a defense-dominant world 
can be achieved by first diversify- 
ing one's nuclear forces through 
the addition of nonballistic deliv- 
ery systems. As a next step, deep 
cuts in ballistic missiles can be im- 
plemented, concomitantly with the 
restructuring of opposing ballistic 
missile forces, which would result 
in lowering the ratio of warheads to 
targets. Having achieved a stable 
balance of offensive forces, strate- 
gic defenses can be gradually intro- 
duced. When enough such defenses 
have been deployed, the rest of the 
ballistic missile forces can be re- 
tired. Throughout such a transi- 
tion, deterrence would be based on 
the existence of the large and diffi- 
cult-to-target force of bombers and 
cruise missiles. Moreover, once 
"heavy" ballistic missile defenses 
have been deployed, bombers and 
cruise missiles can be reduced to 
relatively low levels. 

Ultimately, even under the opti- 
mum transition scenario, it is un- 
likely that all offensive nuclear 
forces would be destroyed. Small 
offensive nuclear forces can be re- 
tained as insurance against cheating 
and as a way of maintaining deter- 
rence against third parties. A world 
of "heavy" defenses and small of- 
fensive forces, where neither su- 
perpower can inflict more than ' 'to- 
ken" levels of nuclear destruction 
on each other's territory and that of 
their allies, may be imperfect in 
many respects. Yet, it is vastly pref- 
erable to an unstable balance of 
first-strike nuclear forces, or to a 
situation in which Moscow has a 
credible nuclear "theory of vic- 
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tory," and the United States does 
not. 

The McNamara oversell 

In addition to disparaging strategic 
defense unjustifiably, McNamara 
also clearly oversells his own pre- 
ferred strategic alternative. Thus, 
he criticizes the present U.S. nu- 
clear weapons policy of trying to 
extend nuclear deterrence to cover 
a panoply of nonnuclear threats. In 
his view, nuclear weapons can do 
no more, and should do no less, 
than deter a Soviet nuclear attack. 
There are, however, numerous 
problems with McNamara's strate- 
gy of "finite deterrence." 

It is incompatible with U.S. alli- 
ance commitments, insofar as the 
Europeans are not really interested 
in relying on conventional deter- 
rence, even if it can be made fiscal- 
ly affordable. But even leaving this 
factor aside, the most fundamental 
problem with McNamara's strate- 
gic prescription is that, in the long 
run, finite deterrence (or Mutually 
Assured Destruction- MAD) does 
not offer a robust protection of 
Western security. McNamara him- 
self admits that we often are "vic- 
tims of misinformation, mistaken 
judgements, and human fallibili- 
ty." It follows inescapably that, 
even if a situation of genuine MAD 
could be created, and it ensured a 
robust and stable deterrence, it can 
still fail when presented with a des- 
perate Soviet leadership caught in a 
major crisis. Such crises are likely 
to beset the Soviet empire in the 
future. 

If deterrence fails in an environ- 
ment of genuine MAD, the conse- 
quences to Western security would 
be catastrophic. Indeed, civiliza- 
tion as we know it might well per- 
ish. It is primarily for this reason 
that Western public opinion and nu- 
merous organized religions have 
been manifesting an increasing dis- 
satisfaction with the strategy of nu- 

clear deterrence. In fact, one can 
argue that, irrespective of the intel- 
lectual elegance of the pro-nuclear- 
deterrence arguments offered by 
strategic cognoscenti, the strategy 
of MAD and its permutations are 
simply not sustainable in a Western 
democracy. Overall, McNamara's 

strategy of finite deterrence, when 
critically examined, seems to offer 
little solace. 

DAVID B. RIVKIN, JR. 
Attorney and Defense Analyst 

Baker & McKenzie 
Washington, D.C. 

LETTERS 

The editor cordially invites readers to send letters to Challenge, 
80 Business Park Drive, Armonk, N. Y 10504. 

Rigor is not Science 

The interview with Professor Her- 
bert A. Simon in the November- 
December 1986 issue of Chal- 
lenge- "The, Failure of Armchair 
Economics"- raises an interesting 
question: Do academic economists 
perpetrate an intellectual/ethical 
"scandal" when they "expose 
young impressionable minds to this 
scholastic exercise" which is the 
' 
'very foundation stone[s] of mi- 

croeconomics as it is taught to- 
day?" (p. 23) 

In support of his contention that 
such is in fact the case, Professor 
Simon notes that "in complex, 
real- world situations, the principles 
underlying the theory of subjec- 
tive expected utility and standard 
utility-maximization simply break 
down." (p. 23) 

Such a "break-down" should 
not be unexpected, considering that 
the principles concerned were 
made into general propositions 
without theorists having previously 
observed a single specific instance 

of their applicability in the real 
world. As "scientific" principles, 
therefore, they are a distant second 
to the principles of dialectical ma- 
terialism, whereby Karl Marx 
sought to impart structure and logi- 
cal coherence to socio-economic 
data in the nineteenth century. 

In both cases, however, arm- 
chair theorists fell victim to the 
urge to premature generalization, 
against which John Stuart Mill had 
warned both economic and social 
theorists. In the field of physics, a 
strictly analogous approach would 
have reversed the pioneering roles 
of Johannes Kepler and Sir Isaac 
Newton, with the former proclaim- 
ing general laws of motion which 
the latter, more than half-century 
later, would have proclaimed to be 
manifested in the specific case of 
planetary motion. 

There is indeed much rigor in the 
foundations of economic analysis, 
but it certainly is not "scientific." 

GUNNAR TOMASSON 
Economist 

Bethesda, Maryland 
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