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The Cleim of the Soviet Military
Eatsblishrent on Economic Regources

The cleim of the Soviet military esteblishment on the economic
regourceg of the USSR is ascertainable only within rather broad limits
from open sources of information. Not only is the Western scho;ar in
this position, but also the éast majority of the Soviet citizeﬁry, the
intelligentsia and the bureesucracy. Such circumstances exist for reasons
which are not wholly independent -~ & heritage of pathologic secretiveness,
a neo-feudalistic regime, end doctrinaire techniques for accounting and

economic anglysis.

The State Budget

Each year the Soviet government promulgates what iz essentially a

congolidated cash budget covering the planned expenditures for all the
national, regional and local governments of the USSR. These expenditures

are grouped under five geperel headings: National Economy, Social-Cultural

Measures, Defense, Administration, and & substeutial unspecified remainder,

- "Other". In Table 1, the latest published Soviet information on actual
expenditures (for 1960} hes been set out to indicate the magnitudes involved.

As the table demonstrates, almost half of the total expenditures ave accounted

for under the heading, National Economy. Tha reeson is quite simple. The
Soviet government owns outright virtually all of Soviet industry end a large
proportion of Soviet sgriculture. In general, more than two-thirds of the

funde expended under this title represente the year's infusion of aew state




Teble 1

Soviet State Budget

1960
Billion
Current
Rubles Percent
Rational Economy 3.1 6.7
Social-Cultural Measures 24.9 3lf_°l
Defenge ‘ ; A : : 9.3 “12.7
Administration : 1.1 1.5
Other 3.7 2.0
Total - T3.1 100.0

Source: 1960 Handbook, p. 885, JPRS translation.
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the followlug ¢xpiression of emprniitar iy Mo defeiso g @ DELC RN o

tal expenditures:
KUY 32.¢
955 L2.9
1958 e
1959 13.3
1960 12.7
The facts are that in the 194%0-55 interve: +hig percentegt got ah low &3
18 in 1947-43 end crept wp %o 23 in 1952-573. Since the revigion o the
Soviet defense budget announced in mid-195L, the urerd has shistcd. Tre

1962 plan calle for. 17 percent of tota: expenditwres to ba deveted to

defenge.

Obviously, *‘chezﬂe. low parcentages iaay te useful in internssicnal prope.-
ganda dbut iﬁ is quite clear that the swolien scope of the tota: foviet
budget relative t.o ita typical Westera counterpart; endexres the cumpearison
completely meaningiess. However, sush lack of reandrg is trivisl, vhen
compared with the very real provability that the geoge of the asctivities
fingaced by the Suvied defense sppropriation is considerably smler than

that covered Ly Wastern dafense eppropriations.*

¥ Gu-r.right Palsification on the part of “he Soviets is nat implied here

although there is that posaibility. Tue point of view i3 that 1 Los

bronouncenents on defenge budgets the foviel gorerwiant : La gereral, glvms
information widch oo not bagically watrue ., The preblem Ly thas :t is VAELLy

impossible o t: mwe in vhat zemse o lecemens is true bDroavse GF very Eest

deficlencien ip oo relevant defirditions of terms snd of the gocte of categoaicd.




The scope of the Soviet axpenditure account » Jufense, is a moct poldni .
Certainly, those definitions which ere of’ered ia 3uviet techunical literstur:n
do nothlag to resolve the question. For exesple, the defense catagory is
steted in Soviet textbooks to include "tne moneteary and meterial allovences
for armad force personnel » dayment for supplies and repair of combst equip-
ment, maintenence of military institutions and schools » military consiruction,

anf. other expenditures included in the estimate of the Ministry of Defensa oy

the USSR" (emphssis supplied).® As the undergcoring above is iatended tc
emphasize, this so:éi; of deﬁniﬁion tends to say thai: defense i3 defense
ond. thué vt-o roise suspicions. In the Russian the formulation of "supplies
end repair of combat equipment” is equivocal with respect to wisther pro-
curement of mé.JOr equipment 1s covered. "Military construction” is & term
which 1e‘more likely to bespesk earth worixs than facilitiee suck as QLT
fields, ﬁaini.ng camps , ba.zraéks » Gepots and missile s:ltés.

Moreover, the budget as a whole reinforces thene suspicions. The
constituent details of the defense "line" have neve:r been publishad. The

reported allocation for scientific regearch; largely under, Social.-Cuitux al

Keusures, has been growing st rates of 15-20 percen’ per year since 1953
snd there are institutional reagong for believing that this allccaiion

encompasses & ccnsiderable smount of research end development for comple::

¥ Dymsbits; 1. A7, et sl. Pinensy i kredit SSSR (Finance and Credit in

the UBSR), Moscow, 1956, p. 223.
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militery equipment, such ag eircraft and missiles, and for nucleer energy
and space. ectivities. The published detaile for tbe constituent activities

under the heeding, Bational Eeono;g, consistently fail to explain the total

allocation and the unexpl_a.i.ned portion has at least tripled since 1950,
whereas the total budget has vuly doubled during thet time. Finally, the
- general expenditures residual category, Other, at 5-10 percent of the total,
has continued o exist over the period without any really adequate explanation
fcr its purpose. |

) Table 2 has ’neen prepered to illuatrabe the problem. It represents
| a-collection of actua.l or implied statements made by the Soviets covering
the preriod from 1950 to d_ate., with some interpolations to f£ill im certain
‘gaps. In certain of the years more detailed date which would permit some
refiningvae report;éd, but in ’the interest of obtaining a series with at
lesst superficlal donsistency over the time period, these few details vere
not taken into account in prepering the teble. Generslly, ‘Teported sctual
expenditures are. presented ir they were to be found. Otberw.tse s reported
lplanned expenditures or interpolations were used. One gxception to this
‘rule 18 to be found in the generel expenditure residusl, Other. For that
heading, plenned expenditures were presented exclusively beceuse only six
implied announcements referring to deteiled actual expenditures could be
. found, éné.'the menipulation of e significent portion of this residual (the
c-contingeney fund of th_e Counecill of mnisters) nskes planned expenditures
and actual expenditures inconsistent by definition.

The columm covering published defense expenditures indicates tbe

single defense "line" gllocatlon referred to and comrented on ghove.
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Table 2

Selected Soviet Published Information
of Possible Defense Significance

1950-62
Billiog Current Rubles a/*
Published National General

Year %Dezfx;in:eures Science y ‘ Rgﬁiﬁﬁ e/ mxdl\d;ialtug/e
1950 8.3 0.9 2.8p e/ 5.0p e/
1951 9-3 (0.9) £/ k.8p k.2p
1952 10.9 (1.0) 501p ) 4. up
1953 10.5 1.1 (5.2) L.0p
1954 10.0p e/ 1.3 (5.2) 4.5p
1955 10.7 (1.5) 5.3 boTp
1956 - 9.7 1.7p 4.6 5.6p
1957 ' 9.Tp (2.1) 6.2 6.3p
1958 9.4 2.4 6.0p 5.0p
1959 9.l 2.8 10.8p 5.9p
1960 9.3 3.3 11.9p 6.2p
1961 1.9 3.8p 10.7p g/ 6.3p
1962 13.4p L. bp 10.1p b.Tp

Sources: Soviet publications too numerous to document in detail.

# Footnotes follow p. 8.




Table 2

Selected Soviet Published Information
of Possible Defense Significance
1950-62
(Continued)

a. Converted where necessary to new rubles at the rate of one new ruble
for 10 old rubles.

b. Includes funds of enterprises.

c. Includes allocations for trade, procurement and the mmicipal economy.
d. Includes the contingency funds of the Council of Ministers and the loan
service.

€. P = planned; the other numericel data refer to reported actual expendi -~
tures.

f. The parentheses indica.te that the data within them represent interpolations.
8. The published information for this heading for 196). implied residual
actual expenditures of 13.2 billion rubles from which 2.5 billion rubles
(the published plen figure) was subtracted to remove the allocation for
transportation in order to derive an entry which is reasonably comparable

with the other entries in the columm.




The column covering science includes not only the budgetary allocations
but also the allocations from enterprige funds. According to published
Soviet material, in 1960 this allocation would seem to cover the financing
of some 3,500 research institutes, and scientific and experimental stations »
employing some 200,000 scientists. Activities supporbed by this allocation
appear to cover a large portion of all research and development, civilian
and military (end space), for the entire country. This allocation would
not however, cover all the activities encompassed by the US concept of
research, development, test, and evaluation (RDI%E). | Substantial end
product development, test » and gva.luation of national signif;cance
(considersble amounts of which are undoubtedly military and space) seems to
be covered elsewhere in other unrevealed places in the budget.

The national economy residual and the genersl expenditures residual
are also of interest. Because of the possibility that substential activities
of defense (and space) significance may be financed from these portions of
the budget, these two residuals have, accordingly, 'been entered in ‘.!.'able 2.
Thege two reeiduals, as derived, ostensibly cover some items not of military
significance. The national economy residual includes allocations for
financing trade, agricultursl procurement, and municipsl services. Similarly,
the general expenditure residusl, as compiled, includes the service of the

national debt* and the planned contingency fund of the Council of Ministers.

* It should be noted that Mr. Khrushchev is inclived to regard the US

debt service as a defense item.




Most of these contingency funds eventually show up a&s actuel expenditures

for financing activities under the heading, National Economy. However,

these residusls are not without interest as possibly financing ectivities
of military (and space) significence. It is conceivable that these
residuals may cover some or all of the following:
the development, test, and evaluation of military
and space hardware and systems,
the procurement of some if not most msjor military
and space equipment,
strategic stockpiles of militsry operstional materiel )
such 88 petroleum products, food and so forth,
the construction of milifary base facilities, |
the support of militarized security forces,
some intelligence activities, and

some civil defense activities.

 Evaluation

Table 2 has deliberately not been summed. Its purpose is to show the
fact and general locus of the considerable uncertainties which » 8t 20-30
billion rublee per year, account for about 40 percent of Soviet annual
budgetary expenditures fairly conslstently.

To achieve what is probably a better appreciation of the range of
uncertainty, the data in Table 2 can be sdjusted to remove the most plausible

overstatements in a gross sort of fashion. The results of such an adjustment

- 10 -




are summed togetber with the published defense allocations and shown
graphically for 1950-62 as the "possible total defense and space allocation"
in Figures 1 and 2. In these figures these sums ere also compered with the
published defense allocation to indicate the range of uncertalnty with which,
in & sense, the Soviet government confronts the world and the Soviet people.
The adjustments made to the data which were presented in Table 2 are

as follows: ,

a) Published defense expenditures - none.

b) Science - for 1950-57, reduced to the undisclosed

amounts implicit in the Soviet social-cultural* hend-
book and projected through 1962 on the basis of the
1957 ,'relationship between the undiscloﬁed amount and
the published total allocation for science. _ | _
¢) The national economy residual - expenditures for trade, |
agricultural procurement, and the mnicipal economy
removed, utilizing published data 1f available and o
interpolating to supply estimates for other years.
d) The general budgetary residual - discounted by 75 ‘pereent
in an a.ttempt'to removevin a gross way, the planned

contingency funds of the Council of Ministers (which

sppear as actual expenditures under other headings)

and other miscellaneous items.

¥ USSR, Ministerstvo Finansov. Raskhody na sotsial'’no-kul'-turnyye
meropriyetiya po gosudarstvennomu byudzhetu SSSR (Expenditm'es for Social-
Cultural Meagures in the State Budget of the USSR), Moscow, 1958.

-1l -
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Data foxr Fi l&2

Year

1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962

Publighed a
100

13

ur
ny
13
a3

143
161

Posaible a/

133
165

187
180
174

~ 180
160
182
169
223

* 239
252
254

8. 100 = 1950 published Boviet defense allocation.




The purpose of Pigure 1 {which utilizes the arithmetic scale) is to

show in sbgolute terms® that over the period 1950-62 the emount of what
one might term Soviet budgetsry obfuscation has chsngad from time to time
and hes tended to increase until, perhsps, 1961 and 1962.

On the other hand, the purpose of Figure 2 (which utilizes the
logaritimic or ratio gcale) is to show in relative term the behavior of
‘the series over time and vith respect to each other. What this presentation
shows is that the two seriea, the possible total and the published, tended
tommm,aw'mammmoalgso-sh,mmzmmsh
the trends were quite divergent. The figure also shovs that the propartion

of what was referred to sbove as Soviet budgetary obfuscation tended to
1nmaaethrou@1theperiodl950—6o,butthatth13mummwwnd
wwmlsa-&uamutummmsmmmmm,
some of the expenditures previougly carried under other headings in the
budget. '

‘ In sumary, the Soviet data suggest defense (end spsce) expenditures
varying between 8-11 bilifon rubles in 1950 end 13-21 billion rubles in
1962. These values are only genersl ordsrs of magnitude which probably
bracket the truth. The date should be interpreted as suggesting nothing

¥ “Bscauee of their temuous nature, the series are ahown in terms of

indexnxmhorstoreduceforthe_madarthetenpt&himtomhemof
the absolute megnitudes then he legitimatsly should.

013-




about year-to-year changes and very little about trend other than that
Soviet expenditures on defense (including space) are perhaps half egain
&8s high today as compared with the early 1950's. That Soviet defense
expenditures fell off somewhat in the middle of the decade and have
risen again since then is intuitively probable but cannot be considered
to be established definitively herein when one considers the inherent
deta difﬁculi:ies involved in this asnalysis.

Claims on Specific Resources

Given the difficulties involved in attempting to measure with any
precision the claim of the.‘Sov:l'et milite.ry resources in aggregate terms,
the measurement of claims onhpecific resources is even more difficult.
It 1is the purpose of this section to establish an illustrative example
of what these claims might well have been — principally in terms of

menpower and in texrms of defense and space systems procurement.

Manpower
Within recent years a variety of Soviet announcements permit the
derivation of a crude measure of what the levels of active military
manpower in the Soviet forces probably have been since 1950. The data
and the derived series are presented in Teble 3 where it can be seen that
the Soviets probebly had (in man-year terms) almost 5 million men under
arms in 1950, had increased this level to almost 6 million 1952-55 and

had cut down to 3 1/4 - 3 1/2 million men by 1959-62. This series seems

- 14 =




Table 3

Soviet Military Manpower and its Cost

1950-1962

Year
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962

Soviet
Fertes Derived Series Y/ cost &/
(Million men (Million men (¥il1ion
at beginning at beginning man Billion (new)
of year) of year) __Yyeers rubles
2.87 3
noa.¥ 31/2
‘nog. b 1/4 L 5/8 6.4
n.a. 5 5 3/8 7ol
N.8. . 5 3/h4 5 3/4 7.9
n.a. 5 3/4 5 3/k 79
Do&. 5 3/k 5 3/4 T-9
5.76 5 3/k 51/2 T.6
5.12 5 b o3/4 6.5
n.a. k1/2 b 1/k 5.8
3.92 b 3 3/4 5.2
3.62 31/2 31/2 L.8
3.62 31/2 31/4 4.5
No&. 3 8/ 31/4 4.5
7 af#x 3+ af 31/4 8/ k.5

¥ n.a. - not avalleble.

*% Footnotes follow on pages 16 and 17.
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Table 3

Soviet Military Manpower and its Cost
1950-1962
(Continued)

Sourceg: The data in the colum headed "Soviet Published Series" represents
an smelganation from Mr. Knrushchev's statement of 14 January 1960 and the
series of previous announcements of reductions in the Soviet armed forces.

a. Originally, according to the announcement of 14 January 1960, the Soviets
plamned to reduce their forces to 2.4 million men by the end of 1961. This
reduction, however, was halted, not later than June 196l, and ;t least part
of a -ciass of conscripts was retained in service while a new class was
inducted in the fall of 196l. In the derived series the level of 3 million
men vas assigned arbitrarily fof the beginning of 196l and 3-plus for 1962.
In man-year terms, the 1961 level (3 1/4 millinn) was continued arbitrarily
for 1962 Ho inference of a January 1963 military manpowvexr projection on
the part of the suthor should be drawm.

b. In deriving the series for manpower levels at the beginning of the year,
the published Soviet levels were used if availeble. For 1952 the level of

5 3/4 million men (the 1955 level) was assigned. Mr. Khrushchev stated that
this level had been achieved "by 1955". Because he was shying away so
obviously from the period 1950-1954, it seems equally obvious that the Soviet
forces were at quite high levels of manpower strength for some considersble
time before 1955, and the beginning of 1952 was arbitrarily selected as equal

.16 -




Table 3

Soviet Military Manpower and its Cost
1950-1962
(Continued)

in level to the beginning of 1955 to reflect this situation in a general way.
The levels for the beginning of the inbgrvening years were obteined by inter-
polation and rounded to the nearest quarter-million in the attempt to remove
the suggestion of precision. For the levels taken for 1960 and 1961, see
footnote &/ sbove. -

‘.ifo obtain the derived series in terms of man-years the mid points between
theseriesin‘bermsofthelevelsatthebeginningoftheyearmreta.kenes
representative of the average man-years for each particulsr year. For the
level taken for 1962 see footnote &/ sbove.
¢. Computed on the basis of 16.5 billion (0ld) rubles (mid-point of
Mr. Khrushchev's 16-17 billion "saving") for 1.2 million men converted at
the rate of one new ruble for 10 old rubles — resultant: 1,375 rubles per

man.




géneral_ly plausible in view of the probable influence of the Korean War
during the early 1950's and the fact that the Soviets faced a sharply
shrinking availability of conscripts (who enter service in their 18th or
19th year) by reason of the drastic reduction in the birth rate during
19h2-ks,

In Table 2, the cost of this manpower is also com'puteci, utilizing
Mr. Khrushchev's remark thet a reduction of 1.2 million men would result
in a saving of 16-17 billion (old) rubles, implying & cost of about 1,375
(new) rubles per man. It is assumed that the reference was to the primarily
personnel related costs of these men, including pay, food, clothing, and
other services. It is also further assumed that this cost factor is
applicable over the period, that is to sey that such declining prices as
were experienced vere more or less made up for by increasing standards —
more highly remunerated technicians, improved retions and querters,
enhanced auxiliary services snd prerequisites and so on.

Defense and Space Systems Procurement

Defense end space syéteim procurement here is defined to .cover all
defense and space expenditures not directly related to military personnel.
As thus defined, the term covers not only traditionsl machinery and metal
products but also such items as electronic equipment, construction and
construction materials, petroleum products, research and development;,

propellants and explosives, and nuclear weapons. While this concept of
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procurement seems superficially to lack snalytical definiteness and clerity,

1t actually reflects e reality which hes emsrged during the past decade in
military economics. [o longer is it possible to think of the mix of defense
procurement as munitions oriented primarily in the direction of large tonnages
of steel, copper, aluminum and other besic materials. Rather, the defense
(end now the space) procurement mix tends more and more to reflect the
increasing embodiment of technical manpower and sophisticated materials

and components vhich themselves in turn embody & great deal of such menpower.
Also, to a growing extent the composition of this menpower is increasingly
being weighted more heavily with skilled end professional manfower. The

emphasis has partly shifted away from bigger end heavier equipment to better,
smaller (even ministure), but eépecie.lly more precise, more relieble and
more efficient equipment. This phenomenon is particularly evident in the |
field of mimsiles azid space but may also be found in high performence air-
craft, in airborne equipment, and in equipment for special forces.

Thus, by subtracting the probable level of Soviet expenditures for
military per:'sonnel derived as indicated in Table 3 from the data underlying
the indices presented in Figures 1 and 2, the patterns of Soviet procurement
of defense and space systems (as defined above) can be derived. The indexes
of the resulte of such procedure sre shown in Figure 3. The "published"

defense and epace systems procurement series is that derived from the publighed

defenge allocetions; the "possible" defense and space systems procurement series

is derived from the possible total allocation described earlier in this paper.

-19 -
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Deta for Figure 3

Year

1950
1951
1952
1953
1954
1955
1956

1957
1958
1959
1960

1961

1962

"Published” a/

100
100
158
137
1
163
158
205
221
232
253
389
468

“Possible" a/
242
332
400,
368
3k2
384
347
384
463
710
805
863
87k

Bergson b/
100
109
12k
124
12
125

Rutter b/
100
121
147
1k2
136
146

a. 100 = 1950 - systems procurement derived from the 1950 published defense

ellocation (see text).

b. 100 = 1950 level of each of the underlying series.
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The purpose of Figure 3 (ratio or logarithmic scale) is to show in
relative terms the behavior of the series over time and with respect to
each other and the rather substantial range of uncerteinty engendered by
Soviet pronouncements. VWhat these series tend to show is that a considerable
increase in the level of systems procurement occurred in the early 1950's )
probably in connection with the Korean War. Then, until 1956-58 the move-
ment of the series was essentially sideways* with some indicated tendency
to waver downward, perhaps due to changiﬁg objectives coincident with the
shiftings of the balance of power within the Soviet hierarchy following
the death of Stalin. Beginning about 1957,58, the series suggest, there
was another increase in the level of Soviet defense and space systems
procurement which, despite the manpower cuts s undoubtedly wes the inevitable
consequences of decisions to proceed with sput;hiks » luniks, missiles and

other modern weapons.*®* However » considerable doubt must be entertained

% The sharp dip in theﬂ"ﬁubu‘shed"' series in 195% probably should be
discounted to some considerable extent because the basic datum at that
time is a plan announcement. The Soviets have carefully avoided giving
out much information ebout that year which suggests considerable divergence
of actusl from plen.

% The data underlying these series and the implicetions of Soviet Seven
and Twenty Year Plan data are of such quelity that it would be foolhardi-
ness to attempt to project future Soviet defense and space systems pro-

curement therefrom.




with respect to the timing or with respect to the extent of such increase
in view of the real possibility that significant accounting shifts were
also occurring at the same tims,

In their scholerly works Professors Bergson a/ and Hutter b/ have
dealt for the period 1950-55 with essentielly the same subject matter as
is under consideration here. On methodological grounds their findings#*
as to trend are to be compered with what has been termed the "published”
series in Figure 3. Such a comparison reveals no fundamental disagreement
as to the gross shape of events over the time period covered. The seeming
discrepancies between the three series are probebly more app;rent than

real and are due to veriant assumptions eas to definitions » levels of

&. Bergson, Abram, The Real National Income of Soviet Russia Since 1928 s
Cambridge, 1961, p. 364.
b. HNutter, Werren G., The Growth of Industrial Production in the Soviet

Undon, Princeton, 1962, p. 319.

* The specific reference at this juncture is to the Bergson and Nutter
series in current rubles. Attempts to develop and epply a price index to
the procurement series were eschewed on the grounds of practical if not
conceptual impossibility. This suthor is aware of no way of developing
a satisfactory price index for a repidly shifting mix with new products
introduced in rapid succession and with these "new" products rapidly
becoming obsolescent and being phased out. On balance, it seems best to
use current rubles arguing that the largest input » labor, is roughly at
constant cost over considerable ranges of time becsuse incressed wages

end increased productivity tend to cancel out most of the possible movement.
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militery menpower and the like. It is wbrthwhile to note, however, that
consideration of the possible application of other unexplained funds in
the Soviet budget suggests sufficient uncertsinty sbout the levels and
trends of Soviet weapons end space systems procurement thst sole reliance
probebly should not be placed on the published Soviet defense budget
allocations as a benchmark. FRor, should & constant relationship over time
between the published and total defensé budgets be assumed.

Thus, it seems probable that Soviet defense and space procurement
claims on economlc resources have passed through at least one_ and ong-half
cycles during the past twelve years. When these claims have been on the "
increase, the resources, machinery and equipment, industrial menpower in
generel and skilled and professional persomnel in particular, have been
mede available by some deceleration in the overall investment program
and Soviet economic growth. This phenomenon stems virtually sxiomaticaily
frf)m the Soviet government's continuing pélicy of forced full employment :
and has been noted to occur in the episodes of both the-eerly end the

late 1950°'s.%

¥ For a discussion of thisz phencmenon a&s it relates to Soviet industrial
production for the period 1950-61 see the Greenslade-Wellace article,

P- 17 (circa).
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The Cledm of the Soviet Military
Eateblishment on Economie Resources

The cleim of the Soviet militery esteblishment on the economic
resourcee of the USSR is readily ascertainsble only within rather
broed limits from open sources of information. Not énly is the Western
scholar in this position, but s0 too are the vast majority of the Soviet.
citizenry, the intelligentsisa, end +he bureaucracy. Such circumstances
exist for reasons which are not wholly independent — a heritsge of
pathologic secretiveness, a neofeudalistic regime, and doctfingire

techniques for accounting and economic analysis.

The State Budget

Each year the Soviet government promulgates what is esgantially a
congolidated cash budget covering the plenned expenditures for all the
ngtional regional, and local governments of the USSR. These expenditures

are grouped under five general heedings: National Economy, Social-

Cultural Measures, Defense, Administration, and s substsntial unspecified

remainder, "Other”. Ja Table 1, the latest published Boviet information
on actual expenditures {for 1961) has been set out to indicate the magni-
tudes involved. As the table demonsirates, almost 45 gerceat of total

expenditures is accounted Por under the heading National Economy. The

reagon is quite simple. The Soviet government owns outright virtually
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Table

3
<

Soviet Stete Budget

1961

Netional Economy

Social ~Cultural Messures
Dafensge

Administration

Other

Total

Billion
Current
Rublng

32.6
27.2
11.6
1.1
3.8

v cen

76.3

Percent
L3
36

-

1060

Source: USSR, Central Statisticsl Administration. Harode

noye khozysystvo SSSR v 1961 godu (The Fationsl Economy of

the USSR in 1961), Moscow, 1962, p. TéL.




representsk the year's infusion of new state capitel for Soviet industry
end agriculture. Thus, in the USSR, expenditures "for the nationsal
economy” include the equivalent of the yeer's sggvegsie long-term loans
end new caplital stock issues of private £irms in a western country.

Expenditures uader the heading Socisl-Cultural Messures sccount

for an additional 35 percent of Soviet ‘budgetery expenditures, as
shown 1in Table 1. Here, too, the scope of activity covered is very
much broader then the equivalent entries in the budgets of Western
governments Agein, the Soviet state budget consolidates all %he equiva-
lent activities undertaken by aj;ate end local governmenis —— education 5
research, public health, welfeve, and pensions. Further s the state
budget includes funds for the equivalent of much private activity in
the West. The equivalent of private schools and hospitals, private
insurance companies, private research foundations » and an independent
preés or radlo end television industry do not exdst in the USSR » and
all thesev activities are provided for, to some degree » by the social~

cultural outlaye of the budget.

Defense Expenditures.

The bulk of the remainder of Soviet budgetary expenditures ig
made under the heading Defense, as shown ir Table 1. The relationship

of this amount to total budget expenditures {15 percent) is & favorite
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reans that the USSR uees for sghowing how peace-loving the governwent is.
For exemple, the 1960 Soviet statistical yearbookl'presents thz foilowing

statements of expenditures for defense as a perceantage of %0tsl expsndi-

tures:
1940  32.6
1955 19.9
1958 1%.6
1959 13.3
1960 2.7 B

The facts are that in the 1940-55 interval this percentage gof és low as
18 in 1947-43 and crept up to 23 in 1952-53. Since the revision of the
Soviet defense budget announced in mid-1961l, the trend has shifted. The
1961 defense expenditures were 15 percent and the 1962 plen calls for 17
percent of totel expenditures to be devoted to defense. |

( Obviously, these low percentages may be useful in interpetional
propaganda, but it is quite clear that the swollen scope of the total
Soviet budget relative to its typical Weastern éounterpart renders the
comparison completely meaningless. However, such lack of meaning is

minor when compared with the very real probability that the scope of

the activities financed by the Soviet defense appropriation is considersbly

v

T USSR, Central Statisticel Administratfon. Nerodnoye Xhozyeystvo

SSSR v 1960 godu (The National Economy of the USSR in 1960), oscow,

1961; p. 85,




smaller than that covered by Western defense appropriations. 2

The scope of the Soviet expenditure account Defense is a moot
point. Certainly, those definitions which are offered in Soviet
technical literature do nothing to resolve the question. For eXample,
the defense category is stated in a Soviet textbook to include "the
monetery and material allowences for armed force personnel, payment
for supplies and repair of combat equipment, maintenance of mi].itsry

institutions and achools, military construction, and other @enditures

included in the estimate of the Ministry of Defense of the USSR"

@mphasis supplied/. 3

emphasize, this sort of definition tends to say that defense isg

As the underscoring above is intended to

defense and thus to raise suspicions. 1In the Russian, the formulation
of “supplies and repair of combat equipment” 1s equivocal with respect
to whether or not procurement of major equipment is covered. "Military
construction" is a term which is more l;kely to bespeak earthworks

than facilities such as airfields » training camps, bé.rraclf..s s d2pots.

and missile sites.

<€ Outright falsificetion on the part of ths USSR o o - Gl 186 wedvn
although that possibility exists. The point Of view ke, taers s ¢l
in its pronouncements on defenue budgets the Sovier poveromsni oD i T

gives information which is not bagically untrue. The problem ig¢ thet it
1s usuelly impossilile to be sure in what sense a stateuent is tius cecsya:
of very great deficiencies in the relevant definitions of terms end oF tie

gcope of categories.

3 Dymshits, I.A., et al. Finsosy i Joedit SSSR (Fipance end Creds t in
the USSR), Moscow, 1956, p. 223.




Moreover. the budget sz & whole reinforces thess guspicionz. The

constituent details of ths dufonsge

reported allcocatlon for scientific reg 1y aergaly andsy

- - -t s . Pl T S-S o
large snuual Ivereages, with the 1962 plangzd level

Measureg, hss hag
standing at 400 parcent of <he 1953 evel. ‘There are institutional
reasons for believing thet this allcce ation encompesses e considerable
amount of reseesrch sné development for corplexr military equipment such
as aircraft and missiles and for nuclear energy and spsce activities.

The published details for the constituent activities under the heading

Hational Econowy consistently fail to expiain the totsl slloceticn, and

the unexplalned porticn has ét least tripied since 1950, whereas the
total budget hias only doubled during thet time. Finelly, the general
expenditures residual category Other; at 5 to 10 psyeznt of the totsl,
has continued to exist over the pericd witheut say really adequate
explanstion for its purpome

Table 2 has been prepared to illustrate the problem. This table

represents a collectlon of sctusl or ixplied statements made by the
USSR covering the period from 1950 to date, with some interpoieiions to

fill in certain geps. In zavarel of the y2ars, wors detailsd data whaich

el S KN 3 - 2 Ay svd ey ey . 1 e N
a zeries with ai lesst superiicial Rogistency over the tlue yeriod,
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Toble 2

Selected Soviet Published Info:

of Pessibie Defense Significerce
1950-62
Biilion Du:
Publisghed Hational
Defense Economy
Year Expenditures Science b/ Regidual cf

1950 3.3 0.9 | 3.0
1951 9.3 {0.9) £/ 3 ef L.2
1952 10.9 {1.0) 5.1 ef L.k
1953 10.5 1.1 {5.2) k0
1954 10.0 /- (1.3) {5.3) k.5
1955 10.7 {1.5) 5.3 b7
1956 9.7 1.7 Yot 5.6
1957 9.1 (2.1) 6.2 5.3
1958 9.4 2.4 3.9 5.0
1959 9.4 2.8 11.3 5.9
1960 9.3 3.3 11.3 6.2
1961 11.6 3.8 10.8 e/ g/ 6.3
1962 13.4 ¢f b.boef 10.1 ¢/ 57

Footnotes follow on p.&.




Table 2

felected Govielt Publisked Inforsstiouw
of Possinle Lefense Significance
1250-52
{Continued )

a. Converted vhere necersary te pew rubles et the rete of .. ney ruvle for

0ld rubles-.

b. Includes funds of enterprises. In this geries iniferpolations were mede
between the data given in the officiel Soviet economic hundbook series rather
than use earlier dsate fiom Other sources. This was deemed nocesgsary in the
interest of obtalining A geries which is comperable over time in vié; of the fact
that appareﬁtly the scope of this account was chapgad by the Soviets.

c. Includes allccations for trade, end the municipal economy.

é. Incliudes the‘continggncy funds of the Council of inisters end the lcan
service.

€. Plannedf the other numerical data refer %o reported actusl expenditures.

f. The parentheses indicate that the deta within them reprasent interpoiestions.
g. The published infofmstion for this hesding for 1961 implied residual actual
expenditures of 13.6 billion rublea, from vhich 2.8 biilion rubles {the 1960
actual figure) was subtracted to rambve the allocation for irensportabion and
communications in order to derive sn entry which ie reesonably comparable with

the other entries in the column.

-~ 8 -




Generally, reporied actual expeaditures syve presented 10 &)

be found. Otherwlise, reported plemmed expenditures o inboosiziions

vere used. One =2xceptiocn o this rule
expenditure residusl Other. ¥For that heading, planned expendisuraes
were presented exclusively because no complete sct oF fmplied spnouaces
ments referring {o detailed actual ex;_:ex;ditures could be found, snd the
manipuletion of s significant portion of "chis residual {the contingency
fund of the Council of Ministers) makes planned expenditures scd sctusl
-expenditures inconsistent by definition. -

‘.f‘he co}uzzm covering published defense expenditures indicstes the
single defense "line" sllocation referved to snd commented on shove .
The column cOVering science inciudes not oply the budgetery au.p-
~ cations but alsoc the ellocations from enterprise fundz. Aocording 4o
published Soviet material, in 1960 this allocation would ssem to cover
the ‘financing of some 3,500 research institutes snd scientific and
experimental stations, employlng some 200,000 scientists. Activities
supported by this allocation appesr tc cover & large portion of ell re-
search and development, civilien and amilitary {aud spece), for the
entire country. This allocation, 'l.‘..cu«rmrexy= would wol cover &ll the
activities encompeassed by the US concept of resescch, developxent,
test, and evaluation {RDF&E). Substantial end-produst development,
tegt, and evaluation of national significance f{comaidereble =gounts

of which &re undoubisdly militery end space! seem ©o be cowernd

-9 -



elsevhere in the budget.

The national economy residuel and the genersl expenditures residusl
ere also of interest. Because of the pusslibility that substantial sctivities
of defense (end space) significance msy be fimsnced from these portions
of the budget, these two residuvals hgve, accordingly, been entered in
Table 2. These two residuals, as derived, cover some items not of
‘ military significence. The ansationeal ecom;my residusl includes allo-
cations for'rinancing trade, sgricultural procurement, aud municipal
gervices. Similarly, the genefa.l e:q)enditure residual, as compiled,
includes the service of the nstionsl debt » and the plsnred coatingency
fund of the Council of _bﬁ.nisterso Moat of these contingency funds
eventually éhov up as sctual expenditures for finahcing ac’civitiea

undger tbe heading, National Economy. However, these residuals are

_not without interest as possibly financing activities of militsry (and
space) significance. It is conceiveble that these residuals may cover
some or all of the following:

the development, test, and evaluation of military
and space hardvware and systems;

the procurement of gome if not most major military
and space equipment;

strateglc stockpiles of other military materiel,

such as petroleum products, food and so forth;

2 1t should be noted that Mr. Khrushchev seems toc be inclined +to
regard the US debi service as a defense item.

- 10 ~




the construction of military bese facilities;
the support of militarized security forces
some intelligence activities; mnd

some civil defense sactivities.

Evaluation

Table 2 has deliberately not been summed. Its purpcse is. tc show
the fact and general location of >the considerable uncerteinties which,
at 20-30 billion rubles per year, account for asbout L0 percent of amzusl
Soviet budgetary expenditures fairly consiatently.

To achieve vwhat is probably & better eppreciation of the range of
uncertainty, the data in Table 2 can be sdjusted in gross terms to re-
move the most plausible overstatements. The results of such sn 23 justment
are summned with‘ the published defenss allocat;ons and éhown graphically
for. 1950-62 as the "Possible Total Defense and Space Allocation" in the
accompanying charts Figures 1 and 2. In the charts these sums are also
compared with the published defense allocaticn to indicste the range of
uncertainty with which, in a sesse, the Soviet governreznt confronis the
world and the Soviet people.

The adjustments made to the date which were presentsd in Table 2
are ag follows:

a) Published defenee expenditures -- mons.

. ROTE: ¥Footomote 6 has been deleted.
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Data for Figures 1 and 2

Year Published o/ Possible af
1950 100 17
1951 112 180
1952 131 ‘ 202

1953 127 196

1954 120 193 _
1955 129 201

1956 117 184

1957 ' 110 195

1958 113 222

1959 113 246

1960 112 243

1961 140 261

1962 161 270

&. 100~=1950 published Soviet defenss
allocation.
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b) Science-- for 1950-57, reduced to the undisclosed
amounts implicit in the Soviet socialucultural?
handbook and projected,through 1962 on the besis
of the 1956 relationship between the undisclosed
amount and the published total allocation for science.

¢) The national economy residual-- expenditures for the
municipal economy removed utilizing availeble published
data snd interpolating to supply estimates for other
years. It would be most desirsble to remove expendi-
tures for sgriculturael procurement and trade es well.
Eowever, combination of the devaluation of the Soviet
foreign trade ruble, the lack of informetion on
expenditures for agricultural procurement, and
pogsible accounting shifte between the two mcccunts
mekes it difficult to remove the influence cf these
accounts from the residusl. As the result the ampli-
tude of the movement of the "possible" series may
well be overstated in the latter part of the 1950's

and understated in the final years.

i .
USSR, Ministerstvo Pinansov. Raskbody ne sotsiel 'no-Xwl.'iurvyye
o .. Pl Jd

meropriysilye po gosudarstvepnomu byudzheiu SSTR (Expenditurss or Sonjal-

Cuitural Measures in the State Budget of the USSR}, Moscow, 1998

e e
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d) The genersl budgetary residuel-- discounted by
75 percent in an attempt t¢ remove in 8 gross
way the plenned contingency funds of the Cousmcil
of Ministers {which asppeer zs sctusl expenditures
under other headings) and other miscellaneous items.

The purpose of Figure 1 (which utilizes the arithmetic scale) is to
show in sbsolute terms that over the period 1950-62 the smount of what
one might term Sovief. budgetary obfuscation has changed from time to
time and hes tended to increase until, perhaps 1960, 1961, and 1962.

On the other hand, the purpose of Figure 2 (which utilizes the
logarithmic, or ratic scale) is to show in relative terms %he behavior
of the series over time and with respect to each other. What this pre-
sentation shows 1s that the two series, the possible totel and the pﬁb-»
lished totsl, tended to move sbout the éam:: way during the period
1950-56, but that after 1956 the trends were quite different with
published defense allocation quite flat Quring the periocd, 1956-60 and
with the possible total the flatter during 1960-62. The figure elso
shows that the proportion of %;fhat vas referred: to above as Scvied budgetary
obfuscetion tended to increase througn the perioa 1950-60 but that this
tendency seems to have been reversed in 1961-62 when, as & result of
Soviet accounting shifts, some of the expenditures previously carried

undexr other hezdinge in the budget were probebly shifted to Defenss,

- 14 =




In sumvery, the Soviet date suggest defense {and space ) exsenditures
varyixig between 8 billion snd 11 billion rubles in 1950 and L3 williom
and 21 billion rubles in 1962. These values are only generai orders of
megnitude which probably bracket the truth. The dstas should ba inters
preted as suggesting nothing sbout year-to-year changee snd very little
about trend other then that Soviet expenditures on defense {iacluding
space) are perhaps half agsin as great today compered with the early
1950's. That Soviet defenge expenditures fell off eomewhat in the middle
of the decade and have since risen is probable but cannot be- considered .
to be esgtsblished definitively herein vhen the inherent dsta difficulties

involved in this enalysis are considered.

The Claim in the Aggregate

In Western concept, the appropriate measure of the claim of an eni-

use (consunrption, investment, defense, etc.) on an economy in the asggregsie

is best measured in terms of & percentege of gross national product {GRP)
at factor costs. In Soviet terms the closest sppropriaste equivalent
measure is Soviet national income (SNI), which messure differs from the
wastern concept of nstiomsl income. The conceptual differences a5 well
as the Soviet attitude towards western concepts are perhaps beszt illus-
trated by the following quotation:

"US statistics include in the production of %he national

incore not only the meteriel production but also the

- 15 -




production of eervices, thereby artificially

raising the volume of national income.... For

purposes of comparison with the USSR, the US

national income was recomputed by the methods

used in Soviet statistics, i.e., without the

income of the nonproductive brenches.8
In short, Soviet national income (SKI) is considerably less broad in
scope than seemingly equivalent western concepts.9

If one compares the defenag series developed above with Soviet

national income, one conceivebly is epproximating the relatfve claim on

economic resources as viewed by the Soviets despite 'the fact that to some

extent this claim may be overstated in terms that would be deemed more

© USSR, Central Statistical Administration. Narodnoye khozyaystvo SSSR

v 1960 godu (The Rational Economy of the USSR in 1960), Moscow, 1961, p. 90L.
.9 Ostensibly, in general terms, GNP leass va.l.ue'-" added in the non-productive
(service) sector, less indirect taxes, subsidies and capital consumption
equals SNI. The interested resder will £ind a useful introduction to the
conceptual and statistical problems involved in estimating Soviet netionsl
. income both in terms of Soviet and Western concepts in Kaser, Michael C.,
"Estimating the Soviet National Income™ » The Economic Journal Vol. LXVII,

March 1957, pp. 83-104. Since Kaser's article was published the Soviet

official handbooks have included the Soviet officiel estimates in sbsoluie
terms which permits one to approximste the values represented by the index

numbers published for earlier years.
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eppropriate in the West. Such =& comparison is shown in Figurs 3 which
indicates that in Soviet terms defense shsorbed 1525 percant of SHT in
the early 1950's and have been asbsorbing 3-15 percent of G877 since 1.956.
Where wlthin these ranges the actual cleim lies &nd how the actual per-
centages change from year-to-yesr are not imtended to be suggested by
the figure. The most the figure can portray is that the defenszs claim
in the Soviet Union is and has been a» substantial one end that in all
probability the claim was, in a statistical sénse, rélatively‘mre

burdensome during the early fifties than it has been since 1956.%°

- Claims on @eciﬁc Regources
Given the difficulties involved in attempting to measure with eny
precision the claim of the Soviet 'milit&ry-eatablishménﬁ on resources
in aggregate terms, the measurément of claims.on specific resouices is
even more difficult. It is the purpose of this 'sectio‘n to 'e's_ta.bl;i.eh a
general appreciation of these élaims ‘historically — principally 'in ‘ternms -

- of military menpower, and defense and space systems procursment.

U ror a corparison of Soviet defense and Soviet GRP estimsted in

accordance with the western concept see the Cobm article in this geries.
There, the suthor finds the 1960 defense claim on GN° to be of the

order of 10 percent.
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Dats for Figure 3

Year

1950

1951

1952

1953
1654

1955

1956
1957

AT e A

1958 1.9
1959 7.1 15.4
1960 6.5 1h.2
1961 7.6 1.2
1962 8.2 13.6
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Manpover

Within recent years a variet¢y of Soviet announcements permit the
derivation of a crude measure of what the levels of ective military
manpover in the Soviet forces probably have been since 1950. The date
and the derived series are presented in Table 3, where it can be seen
that the USSR probsbly had (in man-yeer terms) over 4 1/2 million men
under arms in 1950, hed increased this level to 5 3/4 million (or more?)
during 1952-54, and hed cut down to 3 1/4 million-3 1/2 million men by

1959-62. Thie series seems generally plausible in view of the probable

influence of the Koreen War during the early 1950's and the fact that
the USSR faced a sharply shrinking availability of conscripts by reason
of the drastic reduction in the birth rate during 1942-45.

In '.t"able 3 the cost of this manpower is also computed, utilizing
Mr. V'lﬂxrushchev'a remark that a reduction of 1.2 million men would result
in a saving of 16 billion- to 17 billion (old) rubles, implying en average
cost of about 1,375 (new) rubles per men. It is assumed that the reference
ves to the personnel-related costs of these men, including pay, food,
clothing, end other services. It 1g &lso further assumed that this cost
factor is gpplicable over the period -- that is to say thuat such declining
prices ass were experienced were more or lesa mede 'up for by incyreasing

standards (more highly remunerated technicians, improved rations and

quaerters, snd enhenced ancillary services esnd perquisites) aund by some

- 1G -




Soviet Military Mesnpower and its Costs

Table 3

1950-62

Year

1948

1949
1950

1951
1952
1953
1954

1955 .

1956
1957
1958
1959
1960
1961
1962

Soviet
Published
Series

(Million men
at beginning
of year)

2.87
n.a. ¢/

R.8.
3.92
3.62
3.62

.8

3/

Derived Series g/ cost &/
(Million men {(Million
of your) S rears)  hme eV
2.9
3.6 -
k.3 k.7 6.5
2.0 5.4 7.4
5.8 5.8 8.0
5.8 5.8 8.0
5.8 5.8 3.0
5.8 5.4 Tk
9.1 L.8 6.6
4.5 k.2 5.8
3.9 3.8 5.2
3.6 3.6 5.0
3.6 3.3 .5
3y 3.3 8/ k.5
3+4/ 3.38/ 3,5

1 Footrotes follow on pages 21 and 22.
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Table 3

Soviet Military Msnpower and its Cost
1950-62
(Continued)

e

Sources: The date in the colLumn headed *Soviet'; Publigheq Series" represents
en smalgamsition from Mr. Khrushcbev's statement of 1k Janusry 1960 and the
series of previocus announcements of reductions in the Soviet armed forces.

a. In deriving the series for manpower levels at the beginping of the year,
the publisbed Soviet levels were used if available. For 1952 the level of
5.8 million men (thz 1955 level) wee asaigned. Mr. Khrushchev stated that
this level hed Ween achieved "by 1955". Because he wag shying away s0O
obvicusly from the period 1950-54, it seems equally obvious that the Soviet
forces were et quite high levels of masnpower strength for some considera‘blé
time before 1955, and the beginning of 1952 wes arbitrarily selected ss equal
in level to the begioning of 1955 to réflect this situation in a genmeral way.
- The lewels for the beginning of the various intervening years were obtained
by interpolation. For the .1evels taken for 1961 and 1962, see footnote p/
below,

To obtain the derived serileg in terms of man-years the midpoints between
the series in terms of the levele at the beginning of the year were taken as
representative of the sverage maen-years for each particulsr year. For the
level taken for 196l and 1962, eee footnote b/ below.

b. Computed on the basis of 16.5 billion (old) rubies {midpoint of
Kr. Xhrughchev's 16 billion-i7 billion "saving") for 1.2 willion men con-
verted at the rate of ome new ruble for 10 old rubles -~ resultant: 1,375

rubles per man.




Table 3

Soviet Military Manpower and its Cost
1950-62
(Continued)

c. Not available.

d. Originally, according to the announcement of 14 January 1960, the USSR
planned to reduce its forces to 2.4 million men by the end of 196L. This
reduction » however, ves helted, not later than mid-196l, and at~least part
of a class of congeripts was retained in service while a nev class was
inducted in the fall of 1961. In the derived serles the level of 3 million
men wes assigned arbitrarily for the beginning c;f 1961 and 3-plus million
for 1962. In men-year terms the 1960 level (3.3 million) was continued
arbitrarily for 1961 end 1962. Ko inference of a January 1963 military

manpower projection on the part of the suthor should be drawm.
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Defenee and gpace syshens procursment bare is defived 1o cover all
defense oad gpece aupsndituren not directly related to military personnel.
As thua deflined, the term covers not only treditional mechinery and metal
producta but also such liemz ag electromic equipment, congtruction and
construction moteriels,; petroleum products, rasesrch apd development,
propellants and exploaives, ':.nd. nuclesy wemcns. Although this coacept
of prqcm'emnt ceems supsrflcislly to lack suelytical éefini‘b;neas and
clarity, it sctually reflecte g reslity which hss emerged during the past

decade in militery eccnomics. Ho longer is it p possible to think of the
mix of defense procuvremsnit es muniiions oriented primarily in the direction
of large tonnages of steel; copper, alwknuzr, and other basic materisls.
Ra’ch&r , the defense {and now the spsce) procurement mix tends more end
more to reflect the increasing embodiment of technical menpower and
sophisticated materials and components which themazelves in twrn embody

a great deal of euch muppower. Also, 1o 8 growing extent, ithe composition

of this menpower 18 incressingly beinz welshted mdre hesvily with the
s8killed eand the professionsl. The emphasfls has partly shifted avay from

bigger aud hesvier eguipment to betier, smellexr {even miniature ), but

>, uBé. u: #fficlent evuipwent.
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Thus, by subtracting the probsble level of Soviet expendltures for

militgxy pergonnel derived &3 indlcated in Teble 3 from the duin undsre
lying the indlices presented \a Figures 1 aud £, tae patieras of Soviet
procurement of defense end spive syswems (=6 defined ebove) con be derived.
Toe indexee of the results of auch procsdurs sre showm in Pigure 4. The
"published” defense and space Gystems procurement me:.;ies ie that deriwed
frem the published defense ellocations; the "possibic” defense snd space
systems procurement geries is derived from the possible totel allocation
described esrlier in this paper.

Yhe purpose of Figure % (rstio or logarithmic scale) is %o show in

relative terms the behsvior cof the sériea over time apd with respact to
each ciher and the rather substantial range of uncertainty engendered
by Soviet proncuncements. Vhé.t theee series tend to. show is8 thet 2 cone
siderable increase in the level of systens procuremnt occurred in the
early 1950's, probebly in cornection with the Korea:i War. From then
until 1956-57 the movement of the series wes essentiaily sideways ,12-
perhaps owing to changing objectives coilncident with the shiftings of
the balence of power within the Soviet hierarchy following tha desth

of Stalin. Beginning ebou: 1957-58, the series sugeest that there was

1= he sharp dip in the “published” series in 195k pronsbly should be

discounted to some considerable extent bezceuse the besic datum at thet

tim2 is & plen announcement. The USSR hes carefully avoided giving out
much information sbout thetl year, thus suzgesting & considerzble {vpward)

divergence of the ectusl p2viormepce from She plat.
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Yeor

1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961

Date for Figure &

“Published" a/
100
106
161
139
111
183
172
183
233
2uk
267
39k

Lol

"Possible” o/
31T
b7
Lag
Ley
Lk
2L
483
578
733
856
872
956
gk

Bergeon b/
100

Rutter b/
100
11
hREy 4
L2
136

1Lk6

& 100 = 1950 defense and space systems procurerent derived from the 195G

published defense allocation.

b. 100 = 1350 level of each of the underlying seriss.




suother incresse in the level of Soviet defense end space systems DXO-
curement which, In spite of the menpowver cuts, undoubtedly vas the
jinevitable congequence of decisions to proceei with sputniks, luniks,
missiles, snd other modern ueqmns.ls Considerable doubt, however >
must be entertained with respect to the timing Oor with respect to the
extent of such increase in view of the real possibility that significant
sccounting sbifts were algo occurring at the same time. -

In their scholarly works, Professors Bergson a/ and Rutter b/ bave
dealt, for the period 1950-55, with essgentially the same subject matter

a3 1s under coneideration in this report. On methodological grounds,

*3 The data underlying these series and tte implications of data on
the Soviet Seven Year (1959-65) and Twenty Year Plans are of such quality
that it would be foolhardiness to attempt to project future Soviet
defense and gpace systems procuz:ement therefrom.

&. Bergson, Abram, The Real Hational Income of Soviet Ruesia Since

1928, Cambridge, 1961, p. 36k.

b. Rutter, Warrea G. > The Growth of industrisl Production in the Soviet

Union, Princeton, 1962, p. 319.




PR TR o 25 b Gy 2 : AL NES DHEen Griwed
il L ETEP RS EGD Eesels 10 Sinde
Gevl dlcugresment 25 60 LLe grols shepe O ovente owir Sre ol wering

coveTed.  Ube steming Jizorupenciss between tlhe Lhnes ories e ;-;-:a:‘s.)‘s,)a.‘.:‘.’-,:f
“@ame uppsrant thaa vzal and ere dum 0 verimt agmwgplions es o delinie

tionsg,; levels of militery msupover, and the iike. it s worthwhiie o
note, howewer, that considerstion éf the po3sible spplication of other
wnexplained funds in the Soviet budget sugg2atz gufficlent uncertazinty
about the levels snd trends of Soviet wegpoas and space es'ai:t?_ms prosurement
thet socle reliance probably shculd not be p.’i.aced.‘on the published Soriet
defense budget allocations eg & benchmark. Hor should & constamt or

consigtent relationehip over time betweer tae published snd total ds:Pense

budgets be assumed.

1% The specific reference st thie Juncture is to .the Bergeson and

Nui:ter serles in current rubles. Attempts to develop and epply a price
index to the procurement series were eschewed on the grounds of practical
if not conceptual in’q:ossibil.ityl.' Tbie author is aware of no way of
developing a satisfectory price index for e rapidly sbifting mix with
new products introduced in rapid succession end with theée "new" products
repidly becoming obeolescent and being phased out. On balance, it seems
best to use curvent rubles arguing thet the largest input, lsbor s 18
roughly st constant cost over considerable renges of time because iacreased
wages and increased productivity tend to csncel out most of the possibie

movenent.




