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B armed forces.

accounts an

duces invesfmentl

- men and eivrlians
percent of he to

b and managerial |
| 'cornponerlts.l and

: _ The‘ armed; forces [
o enemv ‘consumption. Less thrln 5 percent of the refined petroleum and less
-+ than 5. percent of the heat ancl electricity consumed by the USSR went to the )

equipment ! l

i‘;?

'defense spending, defmed to correspond to US l)udgetary1 v
d ‘measured in constant 1970 prices, grew at an average - . . .
annual ratelof about 4to5 percent-—from 3..-40 billion rubles in 1967 S
to 53-58 blllion rubles in 1977t . ERETE O I PR :

+1967-T7.. period defense spending consumed an almost
constant sh re of Soviet GNP-l-ll to 12 percent or 12 to 13 percent' e
ng on hou_r defense spending is defined.. '

Defense ib estment consumed!about one-third of the frnal product of : =
machineblilding ‘and metalworking, the branch of industrv that pro« -
goods as’ well ns military hardware. o

ABetween 65 ‘and |75 pernent of the males reaching draft age were :

conscrrptedlinto the Soiviet armed forces.. Uniformed military services =
working for the Mmistry of Defense constituted Sto 4 S

lal labor force. S SELT

. Defense takes a large share of the economy’s best scientifie. technical.‘ -
alentiand large amounts of high quality, materials.

4
-




Y _.omposition and Allocahon. Buble estimates provide insight into the

‘resource composition 'of the’ Soviet defense effort and the trends in resource |
allocation among the services.: Analysns based on the narrower definition of '~
' ;'defense-for which the estimates are more precise-mdlcates that during the
:1967-77 period overlone-half of; total spending went for investment, a little | -~
—over :one-fourth’ for operating expenditures. and over one-fifth for research Lyl

development testing, and evaluation. ! |, o S

I .
B
|
l

| Examlnation o{ defense spending accordmg to service indicates that:

‘e The Air Forces andlthe Cround Forces received the largest shares of e -
1 'investment and operating spendmg The share going to the Air Forces I

" increased durmg the period as a result of increased spending for Frontal

- "“Aviation. The Cround Forces share was relatively constant. |

- _Spending for the Navy and the. National Air Defense Forces grew.more .

i slowly than defense| spending as'a whole. As a result, the shares of
- investment and operating spending going to these forces were smaller in !
~ 11977 than in;1967. Most of the growth in spending for the Navy was |
" allocated to ballistic|missile submarines, while most of the growth in
'spending for the ‘Air Defense Forces was;allocated to mterceptor

l"-l ’ , ;;ff,

as primarily determined by : deplovment cycles for ICBMs and'
‘fluctuated monle than that for any other service. By the end of the'
10- g for serwce wasronly slxghtly higher than in

, , rces‘along ‘ihe SinoSoviet border constituted
phrcent of total defense spending and grew at more tha

i
i
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Prospects, Soviet ¢ : ! g
1970s,’'and we fcrecast a further slowdown in the 19809. Nonetheless. all of the
evidence availablé to us on Soviet defense programs. under way: -and planned .
suggests that the| long-term‘ upward trend i in allocation of resources to defensé :
is likely to': contir ue'into’the 1980s, There is ‘no’ indication. that economi
problems are cdulinz maior changeJ in defense policy. “The atmosphere in.
Moscow with réglard to"the economy. however, is one of concem, and the
Soviet . leaders couid be._ contemplating modest alterations in military force
goals. But. even,,if such alterations were undertaken, the rate of growth of -

- defense’ spending over the next fiv years or 5o ‘probably would slow. only
g marginally. ’ i

" grow., Because some current lCBM ballistic missile submarine, and
' fighter aircraft programs are nearing completion, the annual rates of
period probabN wnll be slightly lower than the long-run

. During thq early .
deploymg d number of the new. weapon svstems under development‘
* This probably will cause the annual rates of growth in defense spending
to increase to a phce more in keeping with the long-term growth trenfl

) SAL’I{ II agreement along ‘the lines currently bemg

- discussed | would

t' not, .
spendmg signifieantly.

in ltself slow ‘the’ growth of Sovret defense v
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X PREFACE

This report pfesents estimates of Soviet spending for defense in rubles
during the 1967-77 period and describes what we believe to be the prospects
for the next five years. -

The estimates are expressed in rubles to reflect our urderstanding of the
costs of military equipment and activities in the USSR. Such ¢<timates allow us
to assess the impact of defense on the Soviet economy, the resource consider-
ations confronting Soviet defense planners, and the relative priorities assigned
to the forces and activities that ma%e up the defense effort. Constant prices are
used so that the estimates reflect only real changes in defense activities, not the
effects of inflation. The use of 1970 prices permits comparison of estimated
defense expenditures with other CIA estimates of Soviet economic perform-
ance, which also use that price base.

The estimates are based on a detailed identification and costing of the
activities and components that make up the Soviet defense program for each
year. A description of our methodology and our confidence in the estimates
can be found in the appendix.

This report is an expanded version of an unclassified research paper of
the same titie. It provides additional information on trends and developments
within the Soviet ‘military forces and a more detailed description of our
methodology and our confidence in the estimates. It is the busis for the
testimony the Director of Central Intelligence presented to the Joint Economic
Committee of the Congress in June 1978. This report complements our dollar
cost comparison of Soviet and US defense activities.'
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.| United States; the: other is b oader and includes
‘| additional costs the Soviets are likely to classify as
| ispending for defense. ‘These additional costs in- |
“lclude expenditures: for intemﬁl ‘security' troops,

| /|ing, foreign military assistance, and space pro-
|grams that are operated. by[the military in the
i |':| USSR but by the’ Natronal Aefonautics and Space -
1 Admmistration in the United, St*tes. R CI §

mated Soviet  spending! for| :
. i | from 35-40 billion rubles in 1967 to 53-58 billion | ' |3

' rubles in 1977, measured in 1970 prices. Accord- |’ [
11| |ing to the brouder definition, estimated spending | |
]| grew from-40-45 billion rubles in 1967 to 58-63 |

| billion rubles in 1977.. Under tHe narrower defini- |
Ition, for which'the’ ‘estimates are more detalledv .
‘iland precise, estlmated Soviet
| 'lincreased at an average annual rate of about 4 to |
11|15 percent for the penod asa whole. Growth rates |
! 'l varied from year to year, however reflecting pri- ||
. | 11 marily fluctuations in procure;

i1 seribes the economic impact oﬂ the Soviet defense
f. effort, defense spendings share of GNP is often
| used for this purpose. During the 1967-77 period,
f defense spending according to: 'the ndrrow defini-
| tion ‘accounted: for: 11 to 12|

' GNP, and, according to the broader deflnltion,
" for 12 to 13 .percentt In
. spending for lnvestment in

'| oNP soina to deferse. |
l o
!

:Trends anc

We do no

definitions: one’ corresponds to that .used in the

certain civil defense actlvities.[ milltary stockpil-.

" Defined to correspond tol accounts, estl- .

I defensc

nent ?kpendlng for

i Although no eingle measure adequatelv de-

percent “of | Soviet

i7" " Bocause defmo spendlnc grew

defense spendmg('

I*dompaHson. Soviet ||
the economv during |,

i at nppmxlnlutelv th same n!e'
as the economy as a whole, thm was ltttlo chnm' In tha shua ol :

l
.l
i
P |_
l

imated Sovret Defense Spending~ e
l Prospects - -

thls perlod accounted for approximately 26 | per
| cent of GNP, and spending for health
b i |1 tion accounted for 6 to 7 percent.

lmow precisely’ how‘ the 50vietsf, U

define defense. spending. Thl’ report uses 'tWo " i1 estimate of Soviet defense spending with: th

size of the total Soviet state budget. In 1970, the
year in which our defense spending ‘estimate -
(stated in constent 1970 rubles) is directly compa-
“rable to:Soviet state budget data (published in .
"current rubles), spending for defense under the
" narrow definition was over one-quarter the size -
~of total budget expenditures. According to’ the
‘ broader definitlon, it was nearly one—thnrd

| i'-_.emmatod Soviet i ikl
. Expcndlturu for Dofonu. 1967-77
‘increased |:

a_nd \e_duca

Another perspective is provided by cdniba'ﬂn

i mleed Dctonso Expenditures
' (Cunent Prices) ‘

e

s0 lpondlng asit l
might be doﬂn?d by the So _




.sumed by the Soviet economyl'?

;, "To the extent that these. measures fail to take i
1| qualitative considerations into account, they
|- to understate, the impact of defénse programs on
' (the Soviet economy ‘Defense takes a large share
‘of the economy's best scientifi¢, technical, and |’
;' managerial talent and draws heavily on _fthe out- |’
 put of science and high-quality materi:
‘nents, and equipment

"Another mdication of the economic impact of

i defense is provided by examinmg defense’s share ;
il+ | -of crucial industrial output andeconomic re- |
sources. Duiing. the '1967-77 period,  defense |

‘consumed approximately : one-third of ‘the final = 'military. RDT&E expenditures, associated with

product of machinebuilding and’ metalworkmg, ?
the branch of Soviet industry that produces civil- '

produced in the Sovxet Union went to the defense i

f'._(“}.,i

sector : , \ L i.: :
' During the . pcriod 65 to 75 percent of the

l
,11

Ias well as for the construction of facilities, reflects
‘the flow of new equipmerit and facilities into the
'military forces. Operating expenditures are those
‘associated with the day-to-day functioning of the',

‘exploring new technologies, developing advanced .
:  weapons, and improving existing weapons, provide

fan investment goods as well as miilitary hard- | |some indication of plans for future force - -

.| ware. In ruble cost terms, about two-thirds of the |
' | aircraft and over two-thirds of the ships and boats

modernization

.- During the 1967-77 period Soviet expendltures‘..',‘.
for investment averaged a little over one-half of

~defense spending, while expenditures for operat--

males reaching draft age: werelconscripted into |
the Soviet armed forces.. Uniformed military
servicemen and civilians working for the Ministry -

of  Defense constituted between!3 and 4 percent '
of .the tital Soviet-labor force. ]The Soviet armed :
forces accounted directly, for lfa relatively small | |

share of total Soviet energy consumption-—less of Soviet investment spending was for procure- -

than 5 percent of the refined pétroleum and less |

than 5 percent of the heat and’

|

g o spend
ing is to break it down into three principal r resource

'Thumlyliwmontcdhmiibmdont nmow

scoounting p

2!
.:‘

electricity | }con-

categories—investment, operating, and RDT&E’
(research, development, testing,. lmd evaluation).

Investment, which'includes spéndim for the  pro-.| into personnel costs and operation arld mainte

éurement of new equipment and aiorspare parts:;';‘;l nance costs. Between 1967 and 1977, personnel - -

.'| spending—military ' pay and: allowarices. food, | -

. ai'ense. corresponding to that used in the United States. However, : '
‘I in breaking down Soviet defense spending into resource categories, '
1 'we use a wider definition of investment, and a narrower definition '
il | ‘of operating, than employed in US defense aécounts. These different |-
" definitions, which are consistent with out understanding of Saviet

4 rocedures, assign & greater share of spending for spare |
{'{. parts and repalr to lnmtment, and . lemr llnre to operatln:, than
: !lle uUs deﬂnlllonl. : L e SN

tend i

ing averaged over one-quarter. The share of -

.defense expenditures going to RDT & E—the fas-

test growing category—increased from less than .

one-fifth in 1967 to nearly one-fourth in 1977.
. : . P , o
! lnvestment ’

Between 1967 and 1977 more than 80 percent’ _‘ -

most rapidly. Spending for land armaments grew -

naval ships grew little during the period
‘Expenditures for the investment category as a-';»

whole grew at an average rate of about 4 percent -

per year during the period, although growth rates - .

Drocurement cycles for aircraft and missiles

, ;Operating expenditures, which are.associated

‘. with: maintaining current forces, can be divided' .

personal .equipment, medical care, travel, and
‘military retirement—averaged about 60 percent
of operating expenditiures and : approximatclv

.| one-sixth of total spending for defense. An ap-

proximately 20-percent increase in the total num-

£ ber of Soviet uniformed military personnel along

x
|
i

. SECRET

ment, and most procurement spending was for. . -
tacquisition of weapons. The bulk of the weapons -
|| acquisition outlays went for aircraft, missiles, and

'|ships. Spending for aircraft and missiles grew

at a somewhat slower pace, while spending for .~

varied from year to year. The growth pattern for.
investment was determined, for the most part, by




with increased food rations and hig

litures to grow during the perio
. percent per year. The growth i

Gl - during the height of the Sovie
) lchlnese bordet‘-

'Operation and ‘mai

nce

twnce the rate :

j  RDT&E

| |
'The estimate for Soviet RDT &E utlays is the;.
Because the esti-
“'mate is based on highly aggregated and uncertain
'data, ‘'we cannot speak with icbnfidence. nor in’
this category of:
defense spending among' the services:or ‘among,
"'missions. Nevertheless, the infotmatidn on which
the estimr . is. based-—published Sm)‘net statistics’
‘o science, statements by Soviet‘authoritles on the '
financing of research, and evidence on particular
. RDT&E projects—sugaests that! military RDT&E
viring. We estimate
that outlays for' RDT&E ‘currently ‘account fori_ ;
“almost one-quarter of total deiet deiense spend-.
“ing. As with the investment; category, we believe !

least reliable of ‘our estimates.

. detail, ‘about the' allocation’ of

. expenditures are large and gro

 that the growth in Soviet RDT!
led i'rom yenr ‘to yea f

! The Soviet armed forces aré ‘organized int|o fivei.
‘Navy, Na-' |
il Strategic Rocket: |-
11| 'Forces (SRF).: Oursdirect-costing abproaeh en-: ;'
I1+| 'ablesus to estimate the! allocation"of :mch of
defense spending among these services. We can-':
not, however, estimate how the costs. of RDT&E
or of: certain command, rear{ service, and other.
The analvsis that |
assignd the| com-..
0 a separate cate-’

. services-—Ground Forces,. Air: Forces;
ltional Air Defense, Forces, and .

support functions are allocated.
follows excludes RDT&E and
,mand and supportz" functions.

s »I'%“;'
)

her-spending | Percentage Shares of Estimated Sov
_for military vetirement pay, cadsed these expend- -
‘atarateof2to3 :
personnel spend-/:

ling ;was most rapid Abetweeri 11967 and 11972— "
t buildup along the: :

{1 “expendi res—for.
‘ 'the maintenance of equipmentiand facilities, the -
“purchase of petroleum, lubricants, {and . utilities,

- the hiring of civilian personnel, and the leasing of '
.'communications—were consistently Jower: than
personnel expenditures but grew‘ at approximatelyi :

&E,spending var-§

ot
investment and Operatlng Expondltures for
Mllltary sﬂvlees - _ ,

‘gory. Again. the analysrs is based on the narrower-j 'v
and more detalled definition of spendinn for

Overvnew e : , =2
During the 1967-77 penod the Ground Forces'

'fifth of total investment and: operating expendi- -
‘tures. While the Ground Forces’ share remained "

Lrelatively ‘constant throughout the beriod the
| share allocated to the Air Forces grew from one- . -

'sixth in;1967 to about one-quarter in the early.

.1970s before declining slightly near the end of - :__.'”
‘the period. The Navy's share averaged one-fifth - -
‘and_declined ‘siightly during the period. The - -

‘share going to theNational Air Defense Forces, :
‘which averaged one-eighth during the period,
fluctuated and was smallerin 1977 thnn in 1967,

Outlnys for the SRF whieh avcraged well under

* ¢ This eltelorv should not be eonfux\i with cmnmand control, ' b, :
und communications, the costs of whtch are dlstributed among the .
nrvicu In this lmlvm. , . '

and the Air Forces each claimed a little over one- " i
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A ”functiom which were previmulv alloclted to, thd

“‘one ¢ ith of total spendlng for investment and.
ope: sting between 1967 and 1977, constituted the

“smallest and most wldelv fluctuating share. The
iportion asslgned to, the command and support.

;L . Ground Forces |

1 Total investmenti;t
the Ground Forces grew: throughout the period at

;‘spendmg. With the' exception of 1968—the year

ithe Soviets invaded Czechoslovakia—-—spending

for the Ground ‘Forces did ‘not change abruptly
from year to year. A major fac’or in the growth

‘jwas an increase. in manpower from over 1.2
i |'imillion uniformed personnel ,in 1967 to.over 1.7
million in 1977. /Another was the long and steady -

procurement programs for the! principal Ground
Forces weapons: and equipmen §e

* Investment consistently torlik:a

i percent of spending for the Cr‘ound l'orces—the
1|-!/smallest share for anymilitar ! .
‘//ment spending, which accounted for 90 percent -
:Hof GroundForces' investmeht, was ' driven. in.
.{|large part, by the purchase of tanks, and rnobile
i|tactical - surface-to-air miSsilés 4 ‘
"lextent by the purchase .armo € ne _
|riers and artillery.. Operating expenditures tookg
for! the, Ground |
Forces, and tnevvshare forlpersonnel, which aver-. |

over 40 percent ‘of spendlng

; .to 40. Throughout the 1967-77 period the Soviets

l ‘modernized Ground Forces unih by introducing, ,_

‘2 This estimate mlm tho oommund and mwort catmnr "
”rmaller share of defense spending than ‘our! ptevious. estimate
' because it allocates to'the individual services costs for a number of
eammand and

l sl oo

ESRR i

!
P
.
i

supoort cnte:orv

and operating‘ spending for',

service. Procure- -

1977 ‘were spurred bv ‘the- addition 'of :divisions |:
‘ilalong the Sino-Soviet l:order and by’ the. modern-
| {ization of units in the western [Soviet Union and |
Eastern’ Europe.» Expansion of ground ‘orces op- |
i1 posite China ‘proceeded ‘at a’ lflgorous pace be- ||
i 1 |.1jtween 1067 and. 1972, when the Soviets increased -
b 'the number of divisions along’ the border from 19

l
l
i
-
|
i
i

V“Ver units,

{approximately’ the same : rate| as |total ‘defense |

a number of new, more expenswe weapon sys- -
‘tems, by increasing the number of tanks, armored -
' personnel carriers, and artillery pieces in maneu-
‘by -providing more helicopter support, -
‘and by increa sing the number of men assigned.to: .
“tank and motorized rifle divisions. These changes -
‘gave the Soviets more balariced and opesationally :
‘flexible ground forces with improved capabilities- "
for conventlonal as well as thentcr nucler.r war.

Aar Forces

-any other military service. From 1969 to 1973 it

grew at over three times the rate for defense
‘spending. as a :whole. After 1573 it declmedg

slightly but remained at a high level;

Investment expendltures for the 'Air Forces

averaged about 80 percent of total spending for

‘the service, and more than 90 percent of invest- .

.ment spending was for procurement Expendi-
- tures for ‘operation and maintenance and for

‘ personnel each averaged about 10 percent of the

‘total. -Air: Forces manpower increased slowly
“througho
1977 J

Spendlng; for: both.Long Range | Aviation and

Militarv ‘Transport: Aviation grew somewhat in

.absolute terms, but by far the largest; increase in
Air Forces spending between 1967 and 1977 was

“for Frontal Aviation. This reflected quantitative -
-and qualitative improvements in equipment and
“an increased role for Frontal Aviation in battle. -

‘field support and theater strike, Maior investment
“expenditures caused that components share of
: Air Forces: spending to rise from lcss than 60
percentf=in 1967 to over 70 percent in 1977.¢

l
i

The number of tacticnl alrcraft in the Frontal o
Aviation inventory increased by about 50 percent = :

‘over the period. The increase was most evidert
along the Chinese border, }vhere the number of

v H
,l

¢ The share ol outlayr for Frontal Aviatlon i mter than, and the

' - sharo for Military Transport Aviation less than, the shares stated in
“ our previous estimate. This is because we assigned most of the Soviet

helicopter . force to Frontal aviation this year—rather than to -

- Military ‘l'ranrport Avlatlon. as we dld in our previous ostimato.

SECRET

_ Between 1967 and 1977 spendmg for the Air
'Forces iricreased more rapidly than syending for

he period and totaled over 500 000 in




&

‘tactical aircraft grew more thar

IR

'icured approximately 1,700 MIG-23 and MIG-27

‘»19 Fencers.. These new: alrcraft were initially
introduced in’ large numbers 'into vnits in the
.iEuropean USSR and Eastern Europe INew model

"Frtters and Floggers began o appear in: large
tnumbers along the Sino-Sovret border after 1975..

;5 ! Between 1967 and 1977 the Soviets also en-
‘‘hanced Frontal’ ‘Aviation’s surVivabilitv and dis-

persal capabilities by building inew airfields and
'improving existing ones. Outlays for airfield con-

; torces declined. These trends were reversed aftnr?

the- + additions were old-model aircraft removed -
from storage ‘or . transferred from | operational

units stat‘oned in'other areas of the Soviet Union. - ,
| cent and ‘wereabout evenly divided between

‘operation ‘and maintenance and personnel.. In" *
1977. uniformed Navy manpower totaled about i
. 400,000—over 10 percent higher than in 1967, .

g I
The Soviets also improvedlt’he quality of the.
: t'orce By 1977, over .60 percent of the; fighters in .
‘|| Frontal Aviation were thlrd-geheration models—
laircraft with improved range and pavload char-
SR iacteristics which entered productlon after.1969.
| I/ Between 1967 and 1977, Frontal Ahiatlon pro-

struction reached high Ievels' between 1968 and_

ﬁ-,..-,The expanslon ‘and. modcmh,atio f. Frontal'
'Aviation made this force more capable of deliver—{ __
fiing. strikes in the immedlate battlefield area and
i throughout the . theater. '’ The' | mbrovements.]
' BTy ation/ within the‘j

m “total invectme'nt‘and oper‘atin spending, be-

:the’ di ‘/the Air Forces.
During the period, spending for& the'Navy grew at
a rate slightly slower than:that for defense as a
whole. Spending: for; belllstle[rhlsslle' submarines

of totel spendlng‘

"for the Navy. Procurement expendrtures com-j

' Floggers, 1,400 SU-17 Fitters,iand almost 300 SU- |

: .Krestelll -and Kara gulded-rlr‘\l‘s‘stle crulsers and the .

‘| Kiev-class ASW: carrier—all having either open-
avy ranked th"d: | ocean ASW or open-ocean antiship missions. Soviet
‘ Nava! ‘Aviation's antiship capabilitiss were en-

. hanced by the procurement of Backﬂire bomber' _' '

grew at a rapid pace between 1967 and 1974, at | -
* the»same time spending for génhral purpose naval s

; Defense Forces ranked fourth among the services -
| in terms of spending for operating and invest- -
o | ment, with an average share of about 'one-eighth.
| Dudng the '1067-77 period| Investnient spend-’ 1
ing constituted over 80 perce

prised over 90 percent of investment and over
three-quarters of total spending for! the Navy."
Operating expenditures absorbed about 20 per-

Trends in naval procurement spending dur ing.g'

‘the period indicate a Soviet emphasis on forces -
associated with strategic attack, open-ocean anti-

submarine warfare (ASW), and open-ocean anti-
ship missions. The bulk of expenditures for combat
ships and naval aircraft went for weapon systems -
associated with these missions. Expenditures for
procurement of systems associated with the ASW
mission showed a marked increase in 1967 that was
maintained throughnut the period. Less emphasis
was placed on forces for coastal defense, amphib-
ious warfare, mine warfare, and interdiction of sea
lines of communication. Also evident was a prefer-

“ence for submarines. Between 1967 and 1977,

approximately: two-thirds of naval ship procure-

. ment spending was for ballistlc misslle and ettnck ;
, submnrlnes. : 4

Maror procurement programs during the perrod o

. included Y- and D-class ballistic missile subma- .~

. rines, which have a strategic attack mission; theC-1
"and C-II nuclear ‘attack submarines, associated - .
|- primarily with the open-ocean antiship mission;. -
|.and V-Iand V:II nuclear attack submarines, whose -~ °
‘ primary missionisopen-ocean ASW. Major surface . ©

ship; procurement :programs included Kresta I,

fNetlonol Alr Defome Forcer Gl
" Between 1967 and 1977 the Sovlet National Air'

During - this: period, ‘spending for these forces’ |

‘grew at a slower pace than defense spendlng asa 3

! :'5_-



wholc. 0verall spending for the service peaked in 5
1969, when expenditures for air defense intercep-
‘tor aircraft and the Moscow antiballistic missile -
.| (ABM) system reached their highest levels. With -
.|, reduction ‘in ‘spending for the ABM system,

*| surface-to-air ‘missiles,” and. interceptor aircraft,
| outlays declined through 1973. The increase in

1| .spending ‘for’ the National Air Defense Forces -
| after 1975 is primarily the result of procurement: '
“./.of a large. number of 'Flogger interceptors. '

" Investment spending consistently absorbed over‘. o
| two-thirds -of .overall spending for these forces, -
..t and over 90 percent of investment expenditures
| went for procurement. Expenditures for operation
| and maintenance of ‘the National ‘Air Defense
!| Forces averaged 10 percent of the total, while
.'| spending for personnel accounted for about 20 -
/| percent. . Uniformed - manpower increased by
/| about 10 percent during the period, * toatotal of ~ %
.| almost 600,000 in 1977—ranking the | servrce sec-
| ‘ond, behind the Ground Forces in number of -

Outlays for the. National Arr Defense Forces- :
exhibited a shift toward interceptor aircraft, and
‘away from SAMs and ABMs, over the period.
;Spending_ for 'interceptor aircraft increased-by
“cne-third, while spending for SAMs,and ABMsi
decreased by ,over one-quarter. . -g P

I
- ;ﬁfDuring the period spending for the SRF grew"
i at a slower pace than total defense spending. Of . -
Ithe five Soviet :services, the SRF received the
3 ;smaliest ‘and; most widely! fluctuating share of
| investment - and operating. spending. Primarily .
§responsible for the fluctuations were deployment
- l'eycles. for. ICBMs: In 1967, at the height of -
‘deployment for third-generation ICBMs, the SRF - -
| ‘acconnted for about 10 percent of total invest-
| ment and: operating expenditures. By 1972 the
| share had. fallen to about 5 percent. Outlays have . = ¢
‘grown steadily since then with the acquisition of -
.fourth-generation ICBMs and the S§5-20 interme-
' |.diate-range ballistic missile, and in 1977 spending
for the SRF rose above its 1967 level for the first

| SEcRET
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“Inuclear ‘weapons,” ‘and; milit

ispecific missio' "_and provld

time in thls peiiod ‘:As a resu
. total " investraent and ope'atmg spendiﬂg in-

Iy creased to about 8 percent i 3

. Investment out'avs declined through the early
1970s with the . completion of deployment of
|third-generation 1CBMs and | 'rose’ sharply during ||
'| the mid-1970s with deployment of fourth-genera-
'tion ICBMs. Operating costs remained ‘relatively
stable. however. as the SRF shifted tolsystems that
‘were’ more complex -but had | lower ‘manpower .
‘‘requirements. In 1977, umformed rmhtarv per- |
|sonnel assigned to 'the service: numbered over
11300, 000 a flgure slightlv Iowerithan'v the total m
'1967 -

Most of the spending for the SRF was allocated

to ICBM: forces These : forces - consistently ac- |-
counted for.over three~quarters of the spending -

ifor the service, Spending for medium— and inter- .
Imediatc-range ‘ballistic ‘missile! forces associated |
Liwith the peripheral. attack misﬁon accounted for -
,less than one-quarter of the spending for the SRF ,

combat branch ‘because thr:v

! Irelate*

A -hpparatus. Cther costs cannot,be allocated to the
' comoat branches because we|

‘emplavecs lopice brbdrarus thatiin
' nited States would be’ manazéd by the Depart-
ent :of | De border gual'ds,f, '

During the « 1967577 period

l & i SR
" The direct-costinz methodologv also'permits us;
to assess Sovict spending for forces 'assigned to'
es a basis for estimat-f

r»,

,35 _r:.».

lt the SRF-s'share of :

! they have a general understanding of the levels '-

support  provided by the Ministry of ‘Defense |

included; 'if they were, the totals! would, of
course, :be higher than shown S B
; S
R lntercontmontol Aﬂqck Forces Sub|ect to
= ‘SALT U Limitations FR TR ‘,, -
During 'the 1967-77 period as’ a whole the
_Soviets allocated a little over 10 percent of total
defense spending to intercontinental attack forces

laclt the informa-_?f

ing spending for torces assxgned to various geo-'__
; “graphic regions. This section discusses spendin'
- for three sets of forces of particular concern to U
. policymakers—intercontinental attack forces sub--
-ject to strategic arms limitation, the tactical air"
- and ground forces stationed in the NATO Guide:
| lines Area of Eostern Europe, and- the theater’
forces opposite China. This analysis is intended to"
" provide insights into the | priorities the Soviets
| .assigned to these forces during the past decade.
' While we are not certain that Soviet policy- -
- makers are supplied with budgetary data on these -
“particular forces, it is reasonable to assume that

and trends of resources assigned to each
| o

" The spendmg estimates presented here mclude o
costs of investment for and operation of these o
forces, as well as a proportional share of com-
-mand and support costs. RDT&E costs are not -

. subject ‘to SALT II limitations.” : Spending for
hese forces fluctuated from year to ‘year accord
ng to investment cycles for ICBMs. and ballistic
missile’ submarines, reaching’ peaks in the late
960s and the mid-1970s. Spending was lowest in
he early’ 1970s, ‘during the transitiori from third-
eneration (to- l'ourth-generalion lCBMs and ‘the .
: changeover from production of Yoclass to D-class
. ballistic: missile: submannes. Between 1967 -and
1977, spending for intercontinental attack forces
‘grew at a slower pace than defense spending as a
‘whole, and, as a result, claimed a smaller share of o
:defense spendlng ln 1977 than in 19?7

y 'Spendin: for interoontinental attlelt. as deﬂned here. includes ;
“expenditures for ICBMs, heavy bombers, and those ballistic missile
.submarines assigned intercontinental attack missions It does not
.include spending for the Backfire bomber, which the Soviets -
‘contend (s not subject to the SALT II limit on the aureute number < &
of stntoclo nuelear del.vory vehiclel. , T

i |
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Sowet Force!s‘ jm;NATO Gundell‘nes Areo .

-'?';The NATO Guidelines Area \NCA) includes
 East Germany, Poland and Czechoslovakia. The
spending figures discussed here cover spending
.for Soviet Frontal Aviation and. Ground ‘Forces
'units stationed within these East Eurdpean coun-
‘tries. These data reflect Soviet effortsto improve
forces’ positioried in Eastern Europe. but do not
reflect improvements to other Soviet forces which
havc been assigned mis.,ions,’against NATO

~ 2
Durmg the :period spendmg for

' within the NGA constituted: less tha ‘
iof Soviet defense. spending. but; grew.at approxi-

g ¢ I
i

i~.l,

';'mately twice: the, rate of total defense spending.
. Growth ;was particularly high after 11973, when
‘ ;the Soviets' introduced large num
| tactical atrcraft into Frontal Aviation units within "
'the. NGA. Between! 1967 ! and11977 'the Soviets .
1] { increased the: number of ; tactical  aircraft within :
+ 1", the NGA by 20 percent. In 1977, ovel{ 80 percent -
of ‘the Soviet: tactical aircraft inventory in the |
; '\XGA ‘consisted o[f rnodernj aircraft produced sincefv;'

rs of new.,

e  Fron t
NGA :enhanced 'the! Soviets'; cap: bilities to wage ||
!'conventional and theater nuclear war in Central .
-iiEurope. By increasing the number and quality of .,
| tactical nuclear delivery’ aircraft Athe Soviets in-?’

vie t'forcesf
10 percent; '

‘I'rends ln Estlmatad Spendlng for Smflet
‘Forces in NATO Guldellnes Area, 1_957-77

ulaled on the busls of ,data m 1970 rubles
. l “ . J. ‘ . i - 30

ploy tactical nuclear forces. They also provided
the theater forces with a capability for conduct-

ing theater nuclear war at higher levels of inten-
sity before having to resort to peripheral strike
. forces—bombers and medium- and intermediate-
range missilesébased on SOviet territory. '

i
i

Spendmg for Ground Forces umts in the NGA'
grew at a slower pace than spending for Frontal -
:Aviation but reflected Soviet efforts to increase
‘the size and combat ability of these forces. The.
‘denloyment of: five Soviet divisions to Czechoslo-
.vakia in 1968 and 1969, and increases in the

‘number.of men assigned to' ‘divisions, increased

the total of Ground Forces personnel in the NGA
by about: one-third between 1967 and 1977. At
‘the same time, Ground Forces units in the NGA -
‘were modernized with additional artillery pieces, _

jrocltet launchers, tanks and mobile air defense .

'f"rorcos Along the Sino-Soviet BOrder

The bulk of the Soviet bunldup along the Sino-
Soviet border, which began in 1964, occurred
betwecen 1967 and 1977. During - this period,
Sowiet forces along the Sino-Soviet border ac-

- SEQRET




 Along the Sino-Soviet Barcer, 1967.77

defense spenrling ancl their cost grew at a rate
“i| more

' MIG-28 Flogse'

j ;‘ Ai |
Trends in Estlmatad 0 1IN B DO
. Spending for Soviet Forces | = |

than ‘twice .that: of : defense as

Growth 'was  rapid ‘between: 1967 and;:-

(Most of these alrcraft ‘were; 'older modals.) The
buildup of forces opposite China’ proceeded at a
slower pace after 1972. High levels of spending in
1976 and 1977 reflected the, introduction of new-
generation aircraft such as the SU-17 Fitter, the
and the’ MlG-25 Foxbat’ e

l

';: . Sovlet roendlna for forces along tho Cblneso border, as deﬂncd
here, Includes spending for Frontal Aviation, Ground Forces, Mili-
! tary Transport Aviation, and Border Guards units in the four eastern

:g military districts;: National Air Defense unlu along the border;

i Soviet: military - forces :tattoned'ln Monml
bombers locatcd at Bclan. i

i
i

, md tho medlum

" as economic consrderatrons. B
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Foctors Affectmg Future Dofonsa Progroms .
Soviet leaders must weigh a number of factorsl,

in formulating future defense programs. These

surely include the leaders’ perceptions of foreign’
military threats, their assessment of the utility of
military power in advancing Soviet foreign policy’
goals, and internal political factors—including’
the influence of institutions. and personalities
supporting individual defense programs—as well

!

The present Soviet leaders appear to share a
broad consensus on defense policy. Over the past

‘decade, defense spending has risen' each year.

Defense activities have been well funded, even .
during periodic economic setbacks, and follow-:

through on key programs has been strong How- -
ever, there are forces at work, both. -at home 'and
abroad, that could make it more difficult to .
maintain this consensus. ; These factors——wlnch h
include gloomy economic ‘prospects, an unsettled

| strategic environment, and a coming political

succession—will assume’ particular \importance
over the next year or so, as Soviet plans for_:

| defense 1 programs in the first half of the 1980s are "
/| formulated. ; :

Economic Outlook Soviet economic growthf .

has been slowing during the 1960s and the 1970s, ~ -
and we forecast a further reduction in the 1980s. ..
" Recent announcements on plan fulfillment by the -

:‘lv972_'_} - Central Statistical Administration confirm that

‘é | when the Soviets doubled the number of Ground
| Forces. dlvlslons along the Sino-Soviet ‘border and
increased the tactlcal aircraft inventory fivefold.

Soviet econcmic growih ‘in- the 1976-77 period

" was lower than in any other period since World - -
- War II, and the situation is likely to worsen. The -

. Soviet economy probably will grow at about 4.
. percent a year through 1980, but average growth -

- from 1981 through 1985 probably iwill fall to

‘ between 3 and 8.5 percent These: projections
- reflect the likely impact of the declining growth
"rate in. the Soviet labor force and continuing.
"1, Soviet inablllty to achleve offsettlng growth in .

- productivity. - , =

i

While the Soviet leaders are clearly concerned

_about present and impending economic prob-
2 lems, there is no indicution that they are contem-
: platlng ‘major - changes in del'ense polrcy They




' will assees future'Sov et-defens-

xtarv—-almost oertainlv will intensxfy

At R R

i'| : tion polrcy would not in: themselves solve the
‘ ‘USSRs economic ills. In part; this’ is~ due to the

specmlnzed sector of the economyi ln addition,
" Soviet economlc problems are suoh ‘that! even

‘impact on overall economic growth unless accom-

xt'sﬁ}privxleged posrtion in tlle Sovret economy

1.

Western milxtary

orces ‘and 'discourages |
pward trend n

,,,,,

retaker regime.|

b e programs, how-
.ever, against the backdrop of .an increasingly -
troubled economy, :and - rivalry ‘among: major
claimants for ‘resources—both cnvillan and ‘mili-
! l .

[

;" While - there’ 'may be pressure to constrain’

defense spending_ to: promote’ economic growth, :
! even sizable changes in defense resource alloca- -

.fact that defense is a relatively: small and highly:

'sizable transfers’ of | resources' would| have' little

| :panied by major improvements in' ' productivity.
. |/ The fundamental reforms in the Soviet system
il | ithat would be required to effect such improve-
| ‘ments are 'unlikely | over. the ‘next |few vears,
.though ‘modest alterations in | the system of eco-
‘nomic incentives. and boldetl action’ ‘in_critical
“‘areas ‘such as energy use and production are |
.probable. We do not believe that shifts in incen- |

B tlves and pnoritles are likely to oust defense fromv
' _in our estimates. o §

threat from China. The uncertainty with which
they view _the future strategicj environment ar- |
gues for :Soviet prudence - in| planning‘ ‘military |

' easures it :

: blalieve. hat abrupt |
h .nds are‘ nlikely.,’ :

“The political nfluence of mstltutlons and leaders

Jleaders :whose ' constituents deperd - heavily on

:substantial

. and political uncertainties, vur projections of

The lntematrbnal Environment. Despite thea-. v
’ consnderable increase of their military power, the:'
f Sovrets remain’ concerned about the dynamism of:
' ‘programs 1and the ‘potential

| both individual defense programs: and the com--

| plex political and economic situations which the’

| we cannot discount the po&ibilltv that a’ strong /| ‘Soviets will face in the 1980s. The discussion that

single leader—or group of ledders—will come to follows,  therefore, ‘focuses on the period from

' power and implement ‘major policy changes, such | oW through the next five years. |

/lan” eventuality/:seems:less ' likely :in’ the 'period |
o through the: earlv lQBOs than, a continuatlon of:
e Y a

‘our estimates of spending in past years. In add?- .
tion, our ability to forecast Soviet defense spend- -
ing is hampered by uncertainties concerning the

‘weapon' systems, which are closely related to

| the evidence gathered in preparing them, and our .
| 'understanding .of the factors the Soviet. leaders

.ment . of ‘the ‘future. We; believe. that we can‘_':
i| forecast trends in defense spending for the next =

‘defense programs under way and planned sug- =
gests that the long-term upward trend in alloca- _~

who support defense programs—the :uniformed
military, managers and overseers of defense and
related industries,: and party and government

defense production—_-would be hkely to remam

e r“.

Problems in Pro|ectmg Defense Spendmg

:'

In part because of these economnc, strategnc,

Soviet spending for d-fense are less certain than

size of future forces, the numbers and types of
new weapons to be degloyed, and their physical : = .
and technical characteristics. Even greater uncer-
tainties surround estimates of the costs of future -

technical characteristics. The Soviets go to great
lengths ‘to. deny us these ' technical data. The = -
difficulties inherent in forecasting the future =~ *
Soviet RDT&E effort compound the unccrtamty'. o

Desplte these dnffrculties, the trends revealed_
by our estimates of past Soviet defense spending,

consider in making their decisions on resource - -
allocation provide a reasonable basis for an assess-

year.or. two with high' confidence, and for up to *:
five . vears “with moderate : confidence. Beyond
that;; we have low confidence in such| projections
because ‘of -the difficulties inherent in projecting

';p.f.ﬁu"sp‘.ndzng Through 'the  Early 19805 Bt
All of ‘the’ evidence available to ui on Sovietj:j'"




nomic problems are ‘causing major |changes in
defense policy. The: atrnosphero in- Moscow with
"/regard to the economy, however, is one of con-

. leven if such alterations |were nndertakei, the
i1 | 1loverall rate of growth of; defense spending over
'] the next five years or so probably would slow onlv

imargmally e ,_.sa(; e . ,
. A

; Thrs view is based on several trends in Sovxet
' defense programs—the large number of weapons
development and deployment activities’ under

: |new mrlttary ha'dware

l | Given the broad%scope of the new weapons

-l | development and deployment programs, outlays
I for new military hardware are likely to become a
‘more important’ determinant. of Soviet defense
'spending in the 1980s. Mrhtary RDT&E pro-
. grams include potentially costly systems for all of
'] | the Soviet armed services. In the strategic forces, |

g «new solid- and liquid-propellant lCBMs, includ-
! | ling a large follow-on to'the SS-18, are ‘being
“developed, as are new strategic naval rmssrles Air |

1" | defense prograrms for improving surveillance and
. oontrol and for. new fighters jand low-altltude
I | i surface-to-air; missiles are: being pursued ABM
''research and development is also continulng Still
'other  systems :are being: developed for the air,
'ground, and naval forces. Not all of |tl'te ‘systems
under development; will be deploy , but ‘many:

'ing to shift the weapons acquisition }mlx toward
.. more’ expensive' systems Even if! procured at a
!'slower pace than their predecessors these systems

P lwill increase the| costs of weapons acdulsitlon and
i "matntenance., TS

,’E;f: i
Tl

p | We also'see contlnued' ‘capital constructlon at
defense industrial facilities- whlch ‘indicates that

the 1980s. An analysis of expanslon at key iweap-
ons productton

: is ikely to continue '
into the 1980s. There is no indication that eco-"

“I'l'cern, and the Soviet leaders could be considering
| imodest alterations. in.military force goals. But .

, upward

' ;way, the continuing capital construction in the
:‘defense industries, and the ir?creasing costs of

‘ably -will be slightly lower than the long-run: - -
‘average, as the fourth-generation ICBM and cur--
-rent fighter aircraft and D-class ballistic missile -
‘submarine programs wind :down. This marginal -
.reduction. in the growth of defense spending is

' not related directly to economic difficulties. Such
‘cycles have uccurred several times in the past— .
‘for example, in the early 1970s when deployment

‘that of ‘the fourth-generation systems reached -
_high levels They do not slgnal changes in re-
source ¢ allocatlon policy. =§i o O

"will enter productlon by the early 1980s, continu- |
; begin testing and deploying a number of the new -
;weapon systems under development—mcludmg. .
the next, generatron of strategic missiles, new -
“aircraft;’. and ‘new ballistic' missile.and attack

rates of growth in defense spending to increase to
'a. pace, more’ in ‘keeping with the long-term

lthe Soviets have committed capital r‘esources for. ingth trend of 4to 5 ”erce"t a ye"

'idevelopment and production; of new weagons in |

plants suggests that the lSovlet;

defense industries are currently maintaining the .
same general growth they have demonstrated for.
the last 15 years or so. Some of this: lnvestment i
related to weapons development programs an
some apparently is designed to enhance produc-
tion capacity. Much of the construction we havi
observed is at facilities associated with the pro-
duction . of “strategic missiles, naval |ships, an
aircraft—those costly ‘systems that have beer
driving procurement and rnaintenance costs_

Fmally. in the Sovret Umon, as in the Umted'j o
States, the increasing complexity of new weapons: "~
has resulted in escalating development, produc--
tion, and maintenance costs. Such cost escalation -
is evident in most of the new systems entering the - -
forces in the 1970s—particularly in aircraft, bal-' .

listic missiles, and naval ships. . - l‘ '

Economic difflculrties notwithstandmg, we be-’ ‘
lieve that Soviet defense spending will continue
to grow: over the next five years. For the next two .
or three years, growth in defense spending prob-
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of third-generation ICBMs tapered : off before -

During the early 1980s we expect the Soviets to .

o AT T A

submartnes This probably will cause the annual -

Yelpan stk
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"This projection of defense spending is based on
the assumptions that a SALT II agreement will
not be reached and that the current state of
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i | projected through the early 1980s

"'propelled antiaircraft‘artillerv g\l:l}; 'j'

] production bv the e =
iy rently under way' at,one fthel,",' ]

ER I VR St
relations between the: United

, phasis are likelv Co
Ll il 'Modernization’ ls likely to contlnu ;withln the

1w weapons are under developme
s al imobile tactical | SAM ' svstems. i ne

States | and the

Soviet:Union will continue. However,
agreement along the lines' currently

being dis-

projection. Such ‘an .agreementlwould ‘probably

amount to
less than 1.5 percent of total| defense. spending

. l

of an agreement.l

' lmpcct on the Socvicos

! Each of the Soviet services will gain from a
continuation of the upward | trend in defense

till | spending over the next five' years. We 'expect the
i il:i-| shares of investment and operating spending allo-
| cated to each service to be roughly the/'same asin’
tbough‘some shifts in em- .

the 1967-77 penod al

i,

thissiles such as:the’ §8-X-22,: a‘ he

. : : pe g +
- Aviation will probablv decline. and. expenditures];-i;
1| for Long Range. Aviation and Military, Transport
i --Aviation are likely '‘to  rise and |consume ‘an in- '
4| creasing share of 'Air ‘Forces spending int )
4l | 1980s. Much of the capital construction currently
1l | under way at Soviet airframe plants avpears to be: .

a SALT II .

cussed would not, in itself; significantly alter this | {
' also deploy a‘ tankcr version of the lL-7

reduce the rate of growth of, total Sovlet defense . |
spending by only about 0.2 of a percentage point .
" per year. The resulting savings would

ln the absence :

‘the .

associated with' production of | transport aircraft,
although some miay be for increased production

ol bombets. Durlng the neat iive

E 1 ‘ll:‘
l. ,-::‘.”‘, 1

years we expectj f

tbe Sovlets tov:introduce into the Air Forces“v

several systems currently under development' 3
including the AN-72 jet short-takeoff-and-land
ing transport and a new helicopter.  They may

5 The Sov:ets are: develomng a new tactical,
fighter-bomber aircraft, which may be deployed .
with Frontal Aviation, and they will undoubtedly *-
make incremental improvements to vne or more. " -

'tion. These could include improved target acqui- -

and bombing rndars, and tactical air-to-surface.
missiles. - SR o

The Soviets may also be developlng a new - -
long-range bomber: If so, one could: be intro-.
duced into: Long Range liviation units by the.f P

*jearly 1980, i ]

-|" The Navv s share of Soviet defense investmcnt' -

probablv ‘will increase slightly. A new class of -

'| Ground Forces, as the Soviets| increase the fire-
‘| power, mobility, ‘and ‘air defense capabihties of
| these forces with new: equipnient and weapons.
il New, weapons currently being procured include
tit | the T-72.tank; two’ self-propelled artillery-guns,

large -ballistic ‘missilc ‘submarines i+ under con-
struction and should reach operational status dur- -

“/duction, 'indicates: that the: Soviets will give a -
‘\greater.. prioritv to: the open-oczan ‘ASW mission - .
- land to increasing production of nucleal-powered o
'|attack submarines. Continued production is likely - -
for.a ‘variety of .surface combatants, | including’, .
|frigates; guided-misslle destroyers, guided-missile -
er: ''cruisers, and 'at:least one guided_missile ASW

1 laircraft' carrier.' Continued ' procurement of the
' Backfire bomber is also likely, and introduction*u :
|of a new long-range ASW aircraft is' possible.

:'?Continuing concern’ with- low-altitude alr de-
fense, and with defense against cruise misslles in

more modified 'interceptors: designed to enzage
low-flying targets. In addition, the Suviets will -
probably .deploy new ground-based air surveil-

aircraft e b

SECRET

of the new tactical aircraft currently in produe- :

'sition and’ weapons delivery systems, navigation

ing the early 1980s. Capital construction at ship-

yards -associated : with . submarine programs, .as -

Ll lwell as' information: on new submarines in pro- ;.
| the §8-21 tactical missile, and the SA-§ surface-to-

particular,’ probably will prompt the 'Soviets to ..
increase investment in the National Alr Defense -
Forces, By the early 1980s we expect deplovment - . .
of the SA-X-10 low-altitude : SAM and ona or -

lance radars and eirborne warning and control
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At least five new or modifiec ICBM systems allocated to the Soviet military RDT&E effort
~: are currently under development for the SRF. will continue to grow into the 1980s. The rising
| | Some of these systems will be flight-tested and trend in Soviet expenditures for science as a
- | deployed by the early 1980s. ' whole, the high level of activity at Soviet design
Do  bureaus and test facilities, the large number of
| i Forecasting future RDT&E activities is more ' strategic and tactical weapon systems currently
' i difficult than forecasting future operating and under development, and our estimate of Soviet
' investment activities. Nevertheless, a number of force requirements and objectives all indicate
. factors lead us to conclude that the resources increased funding for military RDT&E,

The author of this paper is |
r 2 A | 2

LW X% FIN

. UJfice of
Strategic Research. Comments and queries are
welcome and should be directed to |“| = |
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'In the ussnf

changes we have observed in the level of militarv activities.)

judgmeints presented in

, ' oni defcnse spendinz is‘a closely guarded state ,
secret.. Only ‘one siatistic—a single-lrne entry for “defense” in the published| "~ .
state budzet-—u’ reported each year. This figure is ‘uninformative because its;

scope " is’ riot defined | and its’ ‘size. appears to-be: manipulated to. suit Soviet| - i
political purposesl (Changes in the announced defense figure do not reflect the T

"ff‘ : To provide information which tht!! official “defense entry does not CiA S,
periodically estimates the cost of Soviet defense activities. Our estimates begin| .
:with a' detailed | identification and: llisting of ‘the activities -and  physical .
.. I components whioh ‘make up the Soviet defense program ' for ‘a’ given year.| i
S ' These include datd on order of battld manpower, ‘production of equipment,| © i
o construction of facilities, ‘and operating rates for the Soviet military forces.| ' = = '
" “These data are based on all-source intellrgence and on intelligence community|
n ational lntelligence Estimates and other publications. L

" By.a varietvudf methods ‘this datd base is converted into value estimates. S
- For: many . components, ‘such 'as military personnel RDT&E, construction,) '
procurement. of paval surface ships, |and some’ operation and maintenance '~
expenditures. the, data are ‘costed directlv in rubles. In the estimate presented .
- in this report, about half of Soviet defense spending for 1977 was estimated, ' T
: directly in rubles. For the remaining’ components, we: first ‘estimate the dollar - -~

wo of the mai mponent

““each’ major’ element.. e ‘cannot, at  present,” “apply’ this approach to the

- remaining component-;f
anotherfmethod Lanal
. NATER.

year we have ired additional ruble prices lor military equipment and:

DT&E The cost of military RDT&E is estimated by

AL The estimates presented in this paper reflect a con'inuing effort to," :
i acquire more andﬁ)etter data and to. improve our methods. During the past.

e Rt R AR

BTN
DTS

e

costs nf: the: Soviet, activities—ltwhat it would cost to carry them out in the .
United States—and then ‘convert these costs to ruble terms. The conversion .. =~ .
factors | are based dn growing samples of prices of Soviet military equipment;, ST
- and activities, ‘obtained from human and technical.intelligence sources, Where
possible; the, ruble. estinlates derived from this direct-costing technique are -
cheeked,fo reaSonableness'against other intelligence nformation or Soviet

For .of defense Spendins—investment and' RN
Omratinz expendllures—Lprlces and duantities are estimated separately for



1 Sov‘ict;- e’conomv.é; New

4; maintenance. and‘ ‘RDT&l:‘.i’ This effort has increased our confidence in the.f
thev m .

of Soifiet pricinz .policy 'and inflation in the.

pecially petroleum, oil,'and lubricants. equipment_

estimates. Even so'i

“ 14 We! have higher cor idenoe in the estima es for total defense spending}j, o |
-1 " than'in those for any of tlle individual subaggregates. Two intellngen*e sources | . -
L provide independent benchmarks on the overall level and rate of growth of | -

, 'information and- new. costing - methodologies led. to o
mm‘ovements in lO“, estimates of the costs of ‘Soviet  military. hardware,".

viet def spenaing in the 1969-72 period. One source | |

rted that at the Soviet Central Statistical Administration .
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" accounting of actual defense expenditures for 1969 and estimated figures for
- 1970 (based on data! for. the firstsix months of that year). He remembered total
figures of 47-48 billion rubles for 1969 and 49-50 billion rubles for 1970. These

totals fall within the randc of our estimates for .’those‘ vears. under the broad 4

definltron of defe!nse spehdmg.l SRR

1

ouk estimates ‘than in |year-to-year changes; our year-to-yea
! tl to! iudzments regarding the fphasina of costs for maio

results of this analels. ‘while subiect to substantial uncertainty, are generallv.}i_""

lestimates ol' defense lnvestment and with our undcrstand-

15 Ge neral Secretlary Brezhnev,’ who is reported to have [

. B simplv anl afraid for our people to know that every third ruble

in the governrnent budset goed for defense.” One-third of the total 1972 Soviet | L
a between 7, land 53 billion rubles. Taking inflation into | -

"':‘:,,.which producem ‘most of the nation’s ‘defense hardware. The

T .

_in 1970 he had seen ia| classified document which included a summary | -
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tegory. 'fWe have hlgh confidence in our, estimates for
. These. are easily. observed and are coste'd S

,ystem. The estimates for missileu and aircraft are made inltiallv in dollars. but o

' the factors we use to convert these estimatee to ruble terms are based on fairly
large and reliable samples of ruble prices. We have less confidence in our cost
tes.timates for th operation ‘and maintenance of weapon systems and for the

, _oonfident of the eetimates for Soviet mihtary RDT&E :
which are derived in'the acgregate using a methodologs less certain than those |
i for either investment lor: operating 'spending.; This year, however, we have
made an’ improvement in our methodology, a new technique provides an
_.estimate. of total| Soviet spendmg for science 'in which we have considerable
1;;confidence.! (Thls estimate—-which ‘exceeds ' the ‘published Soviet science
figures—-is consistent ‘with ligures cited privately by several senior Soviet

officials and rémrtod bv intelligence sources.) Unfortunately, we have less -
confidence in our estimate of what portion of this total is allocated to military -
RDT&E. Soviet sources’ provide only limited ‘and ambiguous information on

that allocation. The le\lel and trend of these estimates, however, are consistent
with ‘our ludgment lnl\ade With high contidenee. that the Soviet military i
RDT&E effort| : '

is.large :and
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