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Dear Mr . Kaufman: 

The m a t e r ia l  a t  Tab A presen t s  a sun�ary of my views on (1)  the value 
of and problems w i t h  curre n t l y  available e s t imates of Sov i e t  Union 
defense expen d i tures and (2)  how Soviet and U . S. defense expendi tures 
caQ bes t be compa�eJ . In general it follows the points I made in 
our discu s s ion a couple of w�eks ago . Tab B contains a descrip t ion 
of the projec t s  relevant to t h is general problem a rea whi�h this 
office has underwa y ,  or intends to ini t i a t e  in the futur e .  The se 
projec ts focu s upon (1) the compa ra tive size of U . S .  and Sovie t defense . 
effor t s  and (2)  the relat ive efficiency w i t h  which the U . S .  and the 
Soviet Union p roduce , mnin t a i n ,  and operate comparable mil i ta r y  forces, 
and t he compa ra t ive effec t iveness of the forces produced . 

Properly conceived and execu ted analyse� of compara tive U . S .  and 
Sovie t defense expend i t ur es can provide valuable insight s  into the 
s ta t u s  and t r ends of the two defense efforts. llm.,ever, current 
official estima tes of the Sovie t programs have some serious shor tcoming s . 
The "burden" analyses concen trate too narrowly on the eco.nomic oppo r tuni t y  
c o s t  of defens e ,  a n d  neglect the impor t a n t  non-economic fac tors which 
d e termine how t his oppor tunity cost is perceived and reacted to by t h e  
effect ive decisionmak1ng groups . �ven w i t h  regard to the narrow economic 
concep t ,  current analyses nre not convincing, for a va r i e t y  of reasons 
discussed in Tab A .  Sov i e t  defense activi t ies are much more l ikely to 
absorb, in my o p inion , 10 to 20 percent of Sovie t GNP t han the 6 to 8 
percent indicated by past CIA s tudies. There are considerable lJncer 
tainties in all these e stimates, but over the course o f  t h e  next cou p l e  
of years imp�uved estimates and comparisons could b e  available. 

I bel ieve the me thodology useu to estimnte the absolute dollar s i z e  
of Sov i e t  m i l i t n r y  nc t i v i t y  involves a numb e r o f  shor tcomings lvhich, 
on bnlance, underestimate t:hc Soviet: size relative to t:he a p p ror»riatc l y  
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comparable U . S. d e f en s e  expend i tures. The general t r en d s  shown by 
the compa�·a t ive dollar size analyses do seem reliabl e ,  hm.,ever. l.fhen 
measured i n  cons t a n t  dollar terms, the magnitude o f  S o v i e t  m i l i ta r y  
ac tivi t y  h a s  inc reased s t eadily since a t  lea s t  1964, whereas t h e  
comparable U. S. r ea l  expendi ture levels decreased f rom 1 9 6 9  t o  1973, 
incl u s iv e .  

The annual a]�oca t i o n  o f  resources t o  Sovi e t  mil�tary a c t i v i t y  h a s  
exceeded i t s  coun terpar t i n  t h e  United S ta tes i n  every y e a r  s in c e  
1971 ,  inclusive, and in calendar year 1974 exceeded the count e r pa r t  
U.S. d e f en s e  expenditures by a t  least the 20 percent e s t ima t e d  b y  the 
CIA analysis . 

These compa rat ive s izing analyses of U.S . and Sovie t m i l i t2ry ac t ivi t y  
focus on t h e  s i z e  o f  the inp u t  o f  resources t o  t h e  two m i l i t a r y  e s ta blish
ments, and no t upon the rela tive e f f i c iency w i t h  whi c h  t hese resources 
are used . The way in which the dollar co s t  o f  the Soviet p rogram is 
e s t ima t e d  does , however ,  reflect in p a r t  the d i fferen t s o r t s  o f  capabil i t i e s  
t h e  Sov i e t s  build i n t o  their weapons and forces . Doing t h is a ppropria tely 
is·� complex under taking tha� I b e lieve needs review and my o f f ice is 
directing an e f f o r t  t o  do tha t j ob b e t ter . 

There a r e  some i n t eres t ing trends in Soviet weaponry t h a t  will a f f e c t  
comparisons of f o r c es a n d  resources . Recent analyses ind ica te that the· 
maj or ne�.J Soviet land armaments and tactical aircraft introduc e d  s in c e  
the mid 1960s a r e  subs tant ially more complex, and incorpora t e  s i g n i f i can tly 
more mil i ta ry capabili ty, than the Heapons they are replacing . S u c h  trends 
as these imply tha t the Soviet forces can no longer be viewed a s  quan
t i t a t ively large, b u t  qua l i ta tively second ra t e .  

}�ch more can b e  done than has been done i n  the p a s t  i n  t h e s e  d i f f ic u l t  
issues o f  military e f f icien c y ,  capab j l i t y ,  and the mil i ta ry balanc e .  A 
number o f  s tudies we have s tar ted focus a t te n t ion on U.s� and Soviet 
training , maintenance and o ther qua l i t a t ive fac tors t h a t  a r e  im portant 
t o  the effec tive pArfnrm�nce of th� two forces. We are trying to move 
beyond t h e  usual analyses t h a t  s to p  a t  counting men and equipment, and 
the assessment o f  t h e  technical excellence of h'eapons. \vhen these s tu d i e s  

b e g i n  to produce resul t s  I would b e  glad t o  d i s c u s s  them wi t h  you . 

-
. . _.:..:-·----

Sinc erely , 

//_/ / . )-/ -'1 . . · .. f) l·=.f- -·-· ( r:. _,. /: /c- - &'<(.-<:(' 
/ ANDHEh' \v. HARSIIAI.L 

Directo r ,  Net Asses sment 
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OFFICE OF THE SECRETARY OF DEFENSE 
WASHINGTON, D.C. 20301 

16 s�ptember 1975 

COMPARISONS OF US AND SU DEFENSE EXPENDITURES 

I. General In t roduc t ion 

A. Outline of the Issues 

In the l iterature and policy discussions which refer to com
parative US and Soviet defense expenditures two djs t inct quest ions 
are addressed. One is the "burden '' quest ion, wh ich attempts to 
shed light upon the strains which the product ion , maintenance, and 
opera t ion of the respective defense establishments impose upon the 
two societies. The: other is the "sizing" question, \.,rnich a t te:npt s  
to provide a consistent measure of the relative magnitude of the 
two defC!nse effoct:s. The .::ou(;(:pts of "bu rde n'' ,·.1d "size" are not 
precisely or uniquely defined even in abs t ract terms, and are fre
quently inappropriately mingled in discussions and enalyses. 

) 

In general the two issues may be dist inguished along the following 
linRs. The burden issue is focused upon the ability and willing
ness of a natiort to sustain real defense expenditures at a given 
or increasing level over an extended period of time. What are the 
physical (economic) factors which constrain the abil ity of a nation's 
economy to carry t he "burden" of the mili tary programs ? \.Jhat are 
the non-economic factors that influence the nation's perception of 
the economic cost of defense, and therefore influence the national 
willingness to con t inue to  allocate resour ces to  def ense at given 
levels? Although an adequate treatmen t of t he bunJen issue must vie1.,r 
a society's defense effort in relation to a number of parameters, 
the poin t  to be emphasized is that all of t hese parameters are 
domestic, i.e., they are descriptive of the specific society in 
question. Consequently, the burden issue is one \vhich is internally 
oriented, and the •mits of measure which are 8pplied to a coun t r y ' s 
defense pr.ogrmn mus t  scale that program to such other domest ic 
parameters as are considered relevant, in so far as these are 
measurabl e. 

The sizing question, hoHever, attemp ts to  compnre the magn i tude of 
one country ' s defense effort to that of another country. For this, 
task t he units of measure \vhich are <lpplicd to the defense act iv i t ies 
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of one country must be consistently applied to the defense 
activities of the other country. In an important sense the 
units of measure in the sizing analyses are arbitrary; what is 
required is that comparable military resources be entered in 
the sizing of one military force with the same weight as th�y are 
entered in the other military force. This does not imply that 
an adequate sizing of a nation's military effort can be achieved 
by a simple linear combination of physical military elements using 
straight forward or obvious value weights. The question of what 
weights are appropriate for the entering of tanks, aircraft, men, 
etc., is complex, and depends not only on their numbers and physical 
characteristics, but also on the practices vlhich determine how 
these physical clements are organized, operated, deployed, and 
trained. However, once a given system of measurement is selected 
and applied consistently to each of two (or more) military efforts, 
their relative size can be discussed (subject to the system chosen) 
as one input to the question of the appropriateness of that relation. 

The issues of burden and size are therefore distinct in concept, 
in the questions to which they are oriented, and in the principles 

..- of consistency ap�·-opria_te to each. Hith due acknowledgement to 
the fact that principles are easier to state than to follow, these 
distinctions are not always maintained. 

B. Outline of the Estimation Processes 

Estimates of Soviet defense activities are provided in dollar 
and ruble terms. !3oth E�stimates begin with the detailed identifi
cation and listing of the physical components and activities which 
define the Soviet defense program for a given year. By a variety 
of methods this common physical data base is converted into t�11o 
aggregates, one denominated in rubles, the other in dollars. For 
certain components, conversions are made from one value base to 
the other by applying ruble-to-d0llar ratios which reflect the 
estimated relative efficiency of the Soviet Union and the US in a 
particular activity. 

The point to be noted is that the ruble and dollar estimates of 
Soviet defense activity a�c interdependent, botl1 through the com
mon physical data base and through the conversion factors. Biases 
which appear in one estimate, therefore, can influence the other 
in a similar fashion. This is particularly true of those errors 
which affect the estimation of the physical resources actually 
allocated by the Soviets to defense nctivities. In the following 
pages specific examples of such biases will be discussed without 
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repeating that they apply to both the ruble and the dollar 
es t imat ions . A listing of the maj or biases which influence 
both e s t imates through the physical data base includes the 
failure t o  fully represen t :  

--Soviet defense resources provided by non-defense 
mini s t r ie s .  

--The resource requirements o f  extreme Soviet locational 
and climactic conditions. 

--Soviet manpower, especially of the higher command and 
general support levels. 

--The increasing sophistication of recent Soviet weapons. 

II. Burden Estimates 

,. 

A. Summary of Major Points 

Burden anolyses should be considered as one input into 
appraising t h e  status and future of the long run competition 
between the United Stat9s and the Soviet Union. How long can 
the two nations continue to sustain large scale military forces; 
which feels the strain the most, and what are the implications of 
these perceptions? Existing burden analyses have concentrated on 
only a limi ted aspect of this question, the economic opportunity 
cost of US and Soviet defense expenditures. A good assessment of 
comparative economic opportunities cost would be very valuable. 
B u t  such a focus is too narrowly economic, and excludes important 
bureaucr.<.tic, ideological, historical and other factors �vhich 
influence how the economic cost of defense is perceived by the 
effective decision-making hierarchies of given nations. W e  need 
to underst<md much more about these non-econowic factors, particu
larly in th e Soviet case. Until we do, comments to the effect 
that the burden of Soviet defense is not a heavy one are not 
� ersu<,.sive. 

Moreover, even in their analyses of the op portunity cost of 
Soviet defense,· present studies are not convincing. There ar e 
a number of Soviet national policies which suggest that present 
estimat es of the proportion of &ross national product absorbed 
by defense signi f i cantly uuder-represent cl1e r eal resource drain 
of the Soviet milita r y . Several examples come to mind: the dis
persion and location, for nati.onal security reasons • of civilian 
oriented production units which may increa s e costs of production 
or require more investment than \·JDulJ be neectcd in more economic 
locations ;  selectJve utrc�ming of resources to the milita ry produc
tion sector; the extraordinnry co sts of cn�atinp, n supporting 
environment for the Soviet force build-up along the Sino-Soviet 
border. 

1 
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In the p a s t  few years we have obtained some i n t elligence and 
other inform a t ion which suggest that Sov i e t  m i l i t ary prod u c t ion 
may not be as e f f i c ien t relative to t h e  S ov i e t  c iv i l  sec tor or 
to US prod u c t ion as has been assumed. Thi s  would mean, i f  i t  
is conf irmed, t h a t  th·: dollar-ruble ra t ios used b y  the CIA t o  
tran s la t e  their dollar c o s t  e s t ima tes of Sov i e t  programs t o  
ruble e s t im a t e s  have und eres t imated the ruble cos t o f  the Sovi e t  
programs. 

For these r easons and others past burden analyses which ind i c a t e  
t h a t  Sov i e t  military a c t iv i t ies'absorb o n l y  6-8% of GNP are sus
pect. The C I A  now is much less confident t h a t  t he percentage of 
GNP i s  this low. I believe the more likely range is 10-20%� 
which ref l e c t s  an increase overall and more uncerta i n t y  as to 
our current a b i l i t y  to measure the economic burden of t h e  Sov iet 
defense programs . We need much more soph i s t i c a t e d  analyses both 
of the broader int erpre t a t ion of burden, and more conv incing 
e s t imates o f  t h e  oppor tu n i t y  cost of the Sov i e t  d e fense ef fort. 

B. The Oppor t u n i t y  Cost Measure o f  Burden 

1. Rat ionale and Mea surement o f  Opportunity Cost 

111e i s sue of the burden imposed upon the US or Sov i e t  soc i e t y  
b y  d efense p r ograms arises i n  t h e  context o f  t he long run pol i t ical
m i lit ary compe t i t ion in Hhich the tHo cou n t r i es arc engaged . W i t hou t 
a t t emp t ing to d e f i n e  the nature of that compe t i t ion, it is clear 
that there is in part an adversary relat ion be tween the two coun tries , 
and t h a t  each sees i t s  m i l i tary force a s  one d imension in the compe
t i t ion . How long can t h a t  comp e t i t ion b e  s u s t a ined? Which n a t ion 
is mos t burd ened by the resource drain of mil i ta ry forces? Which 
will f ind i t s  "burden" too heavy t o  carry? 

The resour c e s  allocated to a nat ion's defense ef fort represent one 
d imension of the burden of d e f ens e .  These resources are d iver ted 
from other nat ional obje c t ives wi th perhaps more popular appeal, 
and reJuce ti1e nat ion's capability to increase future produccion 
in non-defense areas t hrotigh inves tmen t .  Allocat ion of resources 
to def ense, t herefore, imposes upon a na t ion an opportunity cost in 
terms of foregone achievements in the other components of gross 
nat ional p roduc t .  I t  is common t o  t e rm t h is opportunity cost t he 
"burden" of defen s e ,  and to quant i f y  i t  as a p e rcent age o f  the n a t ion's 
GNP. For �Ht)' given year, the percentage i s  ca lculn ted by d iv iding 
the value of the resources a llocated to d e f e n s e  by the value of t h a t  
year's GNP, where both values arc--or should be--calculated using 
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n a t ion's domes t ic rela t ive price structure . However, 
there are several points which should be raised. 

Fir s t ,  the purpose of the percentage calculat ion is to 
represent the rela t ive s iz e  o f  the non- d e fense pro�uct ion 
which is foregone by a lloca ting resources t o  d e f ense. This 
means that the d e f ense resources and GNP must be measured in 
t erms of the same dome s t ic rela t iv e  price s tructure . The 
assump t ion is tha t the dome s t ic relat ive price s tructure 
repres e n t s  w i t h  some accuracy the rela t ive value of the 
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resources in producing real product independent o f  the par
t icular sector in which they are employed . S ince the re l a t ive 
produ c t i v i t y  of resources will vary between economies , s o  will 
the rela t ive prices of those resources . I t  fol lows that a t t em p t s  
to e s t im a t e  t h e  opportunity cost burden o f  d e f en s e  to a g iv e n  
soc i e t y  mu s t  involve in principle d efense expenditures and GNP 
calculated in t erms of that socie ty's realt ive price s t ructure. 
No l e g i t ima t e  insigh ts regarding burden can be drawn from Sov iet 
defense percentages calculated in terms of dollar weighted 
variables, or from US d e f ense percen tages calcu l a t ed in t erms of 
ruble ueighted variables . 

The second poin t relates to the assumpt ion, noted above, that a 
country's price s tructure represents the relative value of 
resources in producing real prod u c t  ind ependent of the part icular 
sector in whjch they arc employed . In an economy such as that of 
the US, wltere prices are d e t ermined principally by market forces, 
where ind ust r i a l  u n i t s  producing m i l i tary products are closely 
integrated i n t o  the civil ian product and resource marke t s ,  and 
where the sets of incen t ives and cons traints �1ich apply to m i l i 
tary productjon arc not d i fferent i n  kind from those which apply 
to civilian product ion , this assu�p t ion can be accep t ed as reasonably 
accu r a t e, and a dollar's \vor t h  of d efense resources acce p t ed as 
implying a dollar's worth of d iv i l  ou t p u t  foregon e .  However, where, 
as in the Soviet Union, those d escrip t ive charac terist ics do not 
generally a p p ly, it is not likely that the produc t iv i t y  o f  resources 
.:_.s independen t of their sector of employment. 

More particularly, there are two general reasons t o  b e l ieve tha t a 
ruble's worth of resources transferred from the Soviet m i l i tary pro
duct ion sector to civilian prod uct ion will not resu l t  i n  a ruble's 
wor th of real civilian outpu t .  Firs t, the ruble prices of resources 
in the Soviet Union <n:e established by bu:..·eaucra t ic decis ion , and 
not by the interaction of market forces . As a consequence they 
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cannot b e  a c c e p t ed as reflec t ing t h e  opportun i t y  c o s t  of t h e  
resources t o  which t hey apply. A s p e c if i c  example is found 
in the extremely low wage and benef i t s  in kind paid to t h e  
Soviet con s c r ip t s  which comprise t h e  major i t y  o f  S o v i e t  mili
tary manpm,er. Current CIA est imations a t temp t to cor r e c t  
for this d i s t o r t ion (and a range o f  o t hers , including dis t o r
tions in the r a t e  of return to capi tal b e tween s e c t o r s )  b y  
shadow p r i c ing conscriptees a t  wage leve l s  which seem reasonable 
approximations of their (higher) opportun i t y  c o s t. S im i l ar 
distor t ions perme a t e  the Soviet price s y s t em, and suggest t h a t  
observed ruble prices c a n  seldom b e  taken a t  face va lue as an 
adequate reflect ion of resource produ c t iv i t y  w i thin t h e  S o v i e t  
S y s t em. 

The second, and perhaps mo re pervasive type of d i s t o r t ion, involves 
a whole range of Soviet nat ional polic ies which are not fully 
r eflec ted in the current es t imates, and which tend t o  increase 
the real cost of Soviet nat ional defense in ways not refl e c t e d  in 
established prices . 

2. S ov i e t  National Policies No t Fully Represented in Current 
Burden Es t imates 

There ar e a range of Soviet policies o r  pra c t i c es whi c h  accord 
preferences t o  military produc t ion over c iv i l ian counterp a r t s  and, 
on balance, increase the opportun i t y  c"st of military a c t ivity in 
ways n o t  reflected by the price s t ruc tllre nor c a p t u r ed adequately 
by current e s t imates. As a first example, selec t ive s t reaming of 
high qual i t y  human and material resources into the m i l i tary s e c to r ,  
and away from c ivilian orien ted ac t iv i t y ,  has been prac t iced ov�r 
a long per iod . The military research and developmen t (MR&D) sector , 
for example, has clear preference

. 
over the c ivilian counterpart 

( CR&D) in o b taining t he b e s t  scien t i s t s  in a broad range of fields 
( ap�licd ma t h ,  computer sc ience, sys tems analysis, bio-chem i s t ry, 
b io-physics) , and the result ing quali t y  differentials are o n l y  p a r t ially 
reflec t ed in differen tial wages be tween t he sec tors. 

Second , there are some Teports of accoun t ing pract ices which sys t em
a t i cally under-p r i ce military produc t ion rela t ive to c iv i l ian pro
ductio n .  NR&D and military produc t ion in general are more c a p i t al 
intensive than t h e ir corresponding c ivilian a c t iv i t ies. S ince t he 
u s e  of inves tmen t funds is subsidized throughout the economy , this 
relative capi tal intensi ty conveys a c o s t  advantage t o  HR&D over 
CR&D . In add i t i on, the alloca t ion of overhead c o s t s  in p l an t s  which 
produce both mili tary and c ivilian goods is said to be done in p ro
port ion to the respe c t ive shares of t o t a l  labor c o s t s .  This appears 
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to b e  an arbitrary accounting practice whi c h  may shift pro
duction costs from more capital intensive m i l i tary prod ucts 
to more labor intensive civil ian product s .  In so far as 
observed r u b l e  prices are used to ruble price Soviet m i l itary 
activity and Soviet G:JP , s u c h  account ing practices would t end 
to underprice the form er relative to the l atter . 

Other sources o f  und eres t imation of the real cost of Soviet 
m i l i t ary Act ivity d e r ive from d irect or ind irect subsid i es 
(financial o r  material) from non-d efcn�e Ministries , o r  the 
society at l a rge . As a s p ecific examp le one can c i te the 
extensive sys tem of pre-military training (PMT) which i s  
intended to prepare Soviet youth for mil itary serv i c e . Th e 
Soviet Pt-!T docs not receiv e  budgeted defense fund s , b u t  is 
supported financially and mater ially through a variety of sources 
such a s  memb e rship dues , donations from non-mi l i tary e n t er p r ise, 
lottery revenue s ,  and s t ate grants . Some s t a t e  aid comes indirectly 
through the Ministries of Defense and Education, with the latter 
funding the e s t imated 75,000-100,000 instru c tors working full or 
par t  time, as well as providing other assistance to the program . 

,. The PMT program does not a pp ear very efficient _;_-< its primary goal of 
early military preparation, and there are undoubted l y  som e  aspe c t s  
o f  the program Hhich benefit the c iv i l  economy. !'lone t h e l es s ,  by 
inculcating patrio tism and respect for the armed services , in pre
paring special ists for the armed serv i ces , and in upgrading the 
quality of conscripts and r e s erve forces , the PMT pro gra m contrihutes 
to Soviet national defense and imposes a resource cos� whi c h  is not 
now included fully in our estimates of Soviet defense activity . 

Resource req11irement costs associated wi t h  peculiar locations or 
c l ima c t ic con d i t ions impinge on both civilian and military acti v i t ie s  
i n  ways wl1ich increase the costs of Soviet d efense ,  b u t  w h i c h  a ls o  
are not adequately r e f l ected i n  current estimates . We b e l i eve there 
exists a national program for the dispersal of c i v i l i a n  prod uc-.:ion 
units to remote areas for d efense and other reasons . In many cases 
this d i spersal entails increased costs for infra-s t r u c t u r e, constr u c
tion, L.Juc.l Lram;purtat:ion ,.,hich to some extent should be conbldered a 
port ion of the real cost o f  Soviet defense . A more d i r ec t  exampl e 
is found in th e recent build u p  of Soviet forces along the remote 
and c l ima t ically hostile border \vlth China. Based in the relatively 
underdeve loped ec onomic environmen t of the Soviet Far East , these 
units have required far more in support resources t han equivalent 

units b.1sed t o  the '-'CSt of Lake Baikal and the Urals, largely as 
a result of t h e  adverse na tural conditio n s  o f  the region, the long 
d istanc e from suppli e rs of goods nnd services, and the small scale 
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of regional demand for most i tems. The magnitude of this 
east-west cos t different ial depends upon a number of factors 
under exami n a t ion , b u t  a preliminary and conservat ive e s t ima t e  
i s  t h a t  the Soviet general purpose forces i n  Eas t  Asia cos t 
about half a g a in as rr.tch as their average counterpart e l s ewhere 
in the Sov i e t  Union, and could eas i ly cost twice as much. 

A number of t h e  foregoing remarks ind i c a t e  areas in whi c h  the 
physical quan t ities of real resources d irec t l y  or indirectly 
allocated to Soviet defense a c t iv i t ies probably have been under
es t imated . S u c h  underestimat ions apply not only to the ruble 
based calcul a t ion of the oppor tun i ty cos t burden of defense, b u t  
also t o  t h e  dollar based calculations which are u s e d  in the s i z ing 
comparisons w i t h  US defense expenditures, to be d i s cu s s ed in 
S ec t ion I I I ,  b elow . Indeed, s ince both the ruble and the dollar 
valued calcula t ions are based upon the same e s t imate of the p h y s i c a l  
resources d evot�d t o  Soviet defense , a n y  s hortcomings i n  these 
physical e s t imates apply equally as c r i tici sms to t he burden and 
s i z ing ana l ys e s . There is one add i t ional maj or methodolog i c a l  
problem w h i c h  s u gge s t s  that t h e  quan t ity o f  physical resources 
devoted to Sov i e t  defense ;1c t iv i t i e s  h.:1s been ur.1erestimated in 
relat ion to t h e  corresponding resources devoted to US d efense, b u t  
t h i s  w i l l  b e  treated more conveniently i n  the discuRsion of siz ing . 

There i s  a further point which is peculiar to the opportu n i t y  cost 
burden calculation: t h e  assumed greater effic iency of the Sov i e t  
m i l i tary produc t ion sector relat ive t o  t he c iv i l  s e c t or .  

3 .  The Relat ive Efficiency of Sov i e t  Nil i t a ry Product ion 

Certain cf th e fa ctors discussed above, and o t hers, have led 
many analys t s  for some years to argue that the military production 
sector of t h e  Soviet Union is h ighly e f f ic i en t , both in relat ion 
to comparable US prod u c t ion and to the Sov i e t  c iv i l ian producl�on 
sector. Th i s  p o s ition has buttressed t h e  conclusion that the oppor
t un i t y  cos t of Sov i e t  d efense resources, calculated as a percentage 
of Soviet ruble Gm' in a g,iven year, \vas relatively small, L;le 
current CIA e s timate being in the range of 6-8% of GNP . The presump
t ion of high e f f ic iency in military p roduc t ion relat ive to the US 
is expressed by the application of relntively low ruble-to-dollc:r 
ratios when tl1e previously calculated d ollnr cos t s  of Soviet mili tary 
hardware a r e  tran s l a ted into ruble costs . The result is a lower 
ruble cost cf Soviet military Gctiviti.cs than \.;ould have been cal
culated had the m i l i tary sector not been assumed so p e cul iarly 
effi c i en t ,  and correspondingly higher ruble- to-dollar ra t ios used to 
tran s l a t e  dollar costs into ruble cos t s .  
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There may w e l l  be a number o f  alloc a t ion , incent ive, and ins t i
t u t ional factors in t he Soviet Union which cause m i l i t ary pro
duct ion t o  b e  more efficient than Soviet civil ian product ion; 
this point is not seriously in ques t ion . However, there is some 
evidence which sugge s t s  t ha t  the magn i t ud e  of that eff ic iency 
margin has been over-es t imated , a t  least for some major hard\·mre 
catego r i e s ,  and t ha t ,  there fore, t h e  ruble va luat ion placed u pon 
the e s tima t e d  physical quan t i t i es of resources absorbed by the 
Soviet m i l i tary has been inappropr iat ely low . 

For examp l e ,  in the p a s t  the C IA e s t imated t h e  ruble c o s t  of the 
basic s h i p  p o r t ion ( i . e . ,  total ship less armaments and e l e c t ronic) 
of major Soviet surface combatants by f ir s t  e s t ima t in g  the dollar 
cost to produce these ships w ithin the US. These d o l l ar cos t s  
were t h en conve r t ed t o  rubles b y  applying a ruble-to-d o l l a r  r a t io 
reflec t ing the es timated relative efficiency of Soviet and US 
shipb u i ld ing . However, the CIA has recently analyzed Soviet mari
time c o s t  planning factors which have appeared in un c la s sified Soviet 
publicat ions . This analysis has d e t ermined t h a t  t h e  previously 
appl ied rub le-to-d o l l ar rati os were too low , and t h a t  the a c t ua l  
ruble c o s t  o f  thP. 1Hlsic shjp componen t s  Has :nore than double the 
estimated amoun t .  The dire c t  implicat ion of this new appraisal 
applies only to t he ruble c o s t  of Soviet major suria�e combatnn t s .  
However, in gene ral i t  supports the broader view o f  certain indepen
dent analys t s  who believe that the relative effi c iency of Soviet 
military produ c t ion (rela t ive to botll the Soviet civil sector and 
to US r.lilitary produc tinn) has been overes timated, and thf.lt the refore 
the rub le-to-d o l l a r  r a t ios applied to a wide range of Soviet hardware 
are l ikely to require upward revis ion. 

Fur ther evid ence on the relat ive effic iency quest ion is provided by 
recent informa t ion b e ing appraised by the intelligence commun ity . 
This informa t ion sugges ts, that a c t ual and p lanned Sovi e t  t o t a l  
ex?end i tu r e s  f o r  d e fense i n  seve�al years, were approx imat ely doub le 
the US rub l e  e s t imates for those years . I t  should b� n o t e d  that 
the informa t ion relates to certain categories of expendi tures which 
have been c:;;:plicitely exclude...: [roth Ll1!:! CIA esi:imates due to lack 
of sufficien t informa t ion upon whicl1 t o  base e s t imat es . However. 
the remaining difference is ackn01.,lcclged to be too great to be 
explained by dif f erences in coverage alon e .  The grea t e s t  p o r t  of 

that d ifference mus t be explained by some combinat ion of real 
resource omissions from previous es tim.:tt es, and inappropriately 
lovJ ruble costing o f  tho�;c military ac tiv 'L t ies \vld.ch \vere incluJeu. 

There is . the n ,  some evide11ce that past official analyses have 
overe stimated the rela t ive ef f i ciency of Sov i et mil i tary p rod uct ion, 
and t hereby sy stematica lly unclerestimntcd the ruble va lue of: the 

resources devoted to Soviet defense �lc tiv i t y . In r enl terms this 
implies th.:t t , for any g iven a.l.locatlon of phys i.c:al r esources to 
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d efense, the Sov iet opportunity cost has been larger than 
previously e s t ima t ed . 

These r ecen t ins ights regarding Soviet e f f iciency support the 
preceding comme n t s  i.n suggest ing that the resource· d evoted 
to d e f en s e  ac t iv i t ies in the Soviet Union are much more likely 
to account for 10 to 20 percent of Soviet GNP than the 6 t o  8 
percent indica ted by pas t official analyses. It is clear , 
therefore , that ue require improved analysis of the economic oppor
tunity co s t  burden of defens e .  Indeed, the range o f  uncertainty 
as t o  what the ac t u a l  level of. this cost migh t be s ugge s t s  tha t 
we should not rely upon a single measur e .  We need a l t ernat ive 
and independent analyses which will prov ide checks upon improved 
o f f icial estimates o f  Soviet ruble spend ing for d e f ens e .  For 
examp le, these could include manpower d irec t l y  and ind irec t l y  
involved i n  m i l i tary programs, e t c .  W e  also need be t t e r  analyses 
of the broad e r  and more comp lex issue of how the o p po r t u n i ty cost 
burden of d e f ense is perceive� by the Sov i e t  leadership . 

C .  The Perception Problem in the Burden Conc�pt 

The narrow economic opportunity cos t conce p t  is b u t  one input 
t o  the bur d en is 8uc, and is by i t s e l f  inadequate to the �ssen t i.al 
point of the analysis. How heavy is the burden perceived to be by 
the n a t io n ' s  le ade rs? What pressures are they under to reduce the 
burde n ?  ll0\<1 long can they continue t o  carry the burd�n? 

With regard to the Soviet Union specifica l l y , the economic oppor
tunity cos t of defense, even if accura tely calculated, is only a 
preliminary input to such ques t ions . Wha t is cri t ical is a bet ter 
unders t a n d i n g  of how that oppor t u n i t y  cost is perceived by the 
Soviet leadership and socie t y .  However u n i t ed it may be t o  
external v iew, Soviet o f f ic ialdom comprises many leadership posi
t i0ns , each with a unique occupan t and p erspective, so what may be 
a cost t o  a cer t a in individual, group, sector, or region may simul
taneously be a ben e f i t  to another and even a larger cos t to a t h ird. 
':'o nnder::.:t.::;1d the bu::-dcr. 0f dc;fense in any use[ul ::;eu::;e we need to 
know much more about how such conflicting and reinforcing v i e\vS 
\Wrk themselves ou t  in the Soviet sys t em . The answer t o  this sort 
of que st ion depends upon an und e r s t a nd ing fa the i n t e r nal burea ucratic 
and organ i z a t ion a l  poli tics of t h e  decis ion processes \vhich d e t ermine 
the a l location of resource s .  This sugge s t s  that not only is it 
importan t  to move toward more sophis t icat2d opportun i t y cost measure s ,  
b u t  al so t o  try much more sophisticated analyses o f  the percept ion 
of that oppor t u n ity cost o f  d e fens e .  There may be widely shared 
eoals for the non-def ense sector that cannot b e  met . If t h a t  is 
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true , t h e  perceived burden o f  de fense may be inc re a s in g  over 

t ime even though defense takes b u t  a cons tant or d e c lining share 
o f  GNP. Therefore ,  it is imposs ibl e to address the problem o f  
the burd en, o r  t h e  Soviet percept ion o f  the burden , wi thout knowing 
how s t rongly t h e  Sovi�t leadersltip in general, or subgroups o f  
i t ,  a r e  a t tached to some alternative goals t h a t  coul.d be o b t a ined 
by diverting resources from defense even i f  t h e  e f f ici ency of t h e  
shi f t  o f  resources i s  low. Un t i l  much more progre s s  is made in 
these broader d i mensions of the burden i ss u e ,  s t a teme n t s  to the 
effect t h a t  t he burden of defens e upon the Sov i e t s  i s  gre a t  or 
small will not be persuasive. 

I I I . S i zing Estima t e s  

A. Summary o f  Major Poin t s  

S i z ing analyses a t tempt to provid e  a measure o f  Sov i e t  mi l i tary 
ac tivi t y  which i s  comp arable t o  US mili tary ac tivi ty as represented 
by US annual d e fense expend i tur e s .  T o  do so, t h e  dollar cos t s  are 
es t ima ted of "wha t US expend itures would be i f  the US purs ued t h e  

, .  same d eve loptolen t ,  inves t1u�ut, a n d  ma11pm.,rer progL .• ms as t h e  Sovi e t s  
and opera t e d  t h e  resu l t i n g  f o r c e  as the Sov i e t s d o ' '  ( S R  I R  7 4 - 7  '· 

p .  13 ; SECRET) . The es tima ted dollar cost  of Sov i e L  m j l i t a r y  a c t iv i t y  
represents t h e  magni t ude o f  real resources alloca t ed t o  t h e  Soviet 
military when those resou rces are aggregated using the cor respond ing 
U S  doJ. l a r  v a l u e s  ns weig h t s . The r efore , comparative sizina s t udies 
enhance our a p p r e c ia t i on of the rela tive magnitude of the resources 
used as inpu t s  to mi l i t ary f o rc e s  in tlw t\-10 cou n t r i e s ; they do not 
measure (nor claim to measure ) the relative e f f e c t iveness or capa
bili t ies of t hose for c e s . 

The met hodology used to s ize the Soviet military effort begins wi t h  
a de tailed spe c i f ica t ion o f  t h e  physical elements and ac t iv i ties o f  
the Sov i e t  f orc e s  as revealed by i n t elligence commun i t y  observa tion 
and analy s i s .  These p h y s i c a l  dimensions a r e  t h e n  dollar·-cos t ed and 
aggregated for comparison to US d e fense expendi tures as obta ined 
from o f fic ial liS budget documen t s .  In the comp a risons o f  mi l i tary 
s i z e ,  there f o r e ,  t h e  Soviet and US d a ta have been derived by signifi
cantly di f f ere u t  mc t hodolor, i c s : the Sov ie t data by US i n t e l l igence 
observ a t ion Hhich ca nno t be exh.: IU s tive i n  i t s  cove rage o f  tile d e t a i l s  
o f  Sov·i c t  mi l i tary ac t lv l t ies , and t h e  U S  <.l a ta hy r e f erence Lo 
of f icia l publ i c a t ions which <1re exhaus t i v e  of US d e f e n s e  out lays . 
Although tl tc C I A  doe s mDke maj o L· adj u s t men t s to the US d a t a  \vhi c h  
improve t h e  comp3rability h e ttveen the two figu res t here a r c  a number 
of f a c t o r s  \vh i c h  sugges t t hat the.> observed nnd impu ted physical 
dimen s i on s  o f  S o v ie t  m i l i tary a c t iv i t y  are tinder - r e p resented rela t ive 
to their US coun terpart s .  
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Once t h e  p h y s ical d imensions o f  the S o v ie t  and U S  military e f forts 
have been specif ied , there remains the q u e s t ion o f  how t o  aggre g a t e  
the d isparate physical elements of each n a t ion ' s program t o  provide 
commensurab l e  aggrega tes for compariso n .  There is no s y s t em for 
which a priori preference can be claimed. The Sovie t program has 
in fac t been aggregated us ing US d o l lar prices for a number o f  
practical reasons . Soviet ruble prices in princip l e  could have 
been used to aggrega te both the Soviet and the US programs , but 
the em1) i r ical problems as sociated with an accurate ruble comparison 
may be iutractable for US analy s t s .  

Even within t h e  d o l lar-price es t imates o f  Sovie t  m i l itary act iv i t y  
there a r e  a range o f  legitimate e s t ima t e s  which c a n  be made . It 
is not a s im p l e  mat ter o f  aggregating the physical e l emen t s  of the 
Soviet effort by u s in g  their es t imated d o l lar procurement or unit 
price s .  The resource costs which are f unctionally related to the 
observable e l emen t s  of m i l i tary act iv i t y  (men, ships , a ircra f t, 
et c . ) depend n o t  only on the phys ical and performance character i s t ics 
of the e l ement s ,  but also upon the mil i tary practices which d e t ermine 
how these phys ical elemen ts are support ed, d eployed , main ta ined and 

,. opera t ed . Such p1 ·.c t ic es d i f fer s ignif lcantly between the US and 
the S o v ie t  m i l i tary , an� the e s t imated dollar s i z e  of Soviet m i l itary 
act iv i t y  can vary grea t l y  d e pend i n g  upon what mix of these practices 
are assumed in the cost ing me thodology. O f  course , actual US 
d e f en s e  expend i t ures reflect U S  m i l i t a ry pract ices exclusively. 
The current C IA met hodol ogy u sed to dollar-cost Soviet act ivity,  
however, embod i e s  a mix of US and S o v i e t  practices which res u l t s  
in an e s t im a t e d  d o l lar c o s t  of the Sov i e t  d e fense program which 
is rela t iv e l y  low ; low, that is, in rel a t ion to o t her e s t im a t e s  
which would result from equal ly legitima t e  a l t erna t ive assum p t ions 
regard inB m i l i tary prac t ice s .  

For these and o t her reasons the concep t o f  the s ize o f  a m i l i t ary 
program is complex and is to a d�grce inherently arbitrary. That 
complexi t y  and i t s  associated uncer tai n t y  sugges t s  that the important 
policy issues t o  which s i z ing analyses are addressed would be b e t t e r  
se1:vecl by a vat l t! L y  o f  suppl !·,, . �ntal me<lsures of r e l a t iv e  s i z e .  These 
could b e  based upon ruble prices , a l t e rnat ive assump t ions regnrding 
m i l itary p ract ices , or real magn i t ud e compar isons of maj or sys tems 
procureme n t s  by the US and the Soviet Union . 

But dol lar s iz i ng of S o v i e t  m i l i t a r y  nctivity is a perfectly valid 
ana l y t i c  process ivith i mpo r t a n t policy uses. I believe there are 
serious prob lems i n  the c u r r e n t  e s t imates which . on b n l ance, uncler
es t inw te t h e  extent of Sov i e t  nctiv l  ty r e l a t ive to liS d e fense expend i
tures. Lit t le conf idence can be plac ed in the absol u t e  s i z e  of tl1e 

j 





) 

) . 

� ...... �---�· .. .._ ___ -' _ _ .......__ 

Soviet e f fo r t  a s  now e s t imated . However , the general trend 
between t hese e s t im a t e s  and US d efense expend i tures seems 
corr ec t : in c o n s t a n t  d o l lar terms , the annual a l l o c a t io n  o f  
resources t o  S o v i e t  m i l i tary a c t iv i t y  h a s  exceeded i t s  US 
counter p a l t  in every ;ear since 1 971 , i n c lus ive , and i n  
c a lenda r year 1974 t h i s  excess was a t  l e a s t  2 0  p e rcen t. 

B. M e t h o d o l ogi c n l  Conflict 

1 .  Description 

1 3  

The U S  d e f en s e  expend i tu res which are compared t o  the 
es t j ma t ed d o l lar cos t  of Soviet m i l i tary a c t iv i t y  are taken 
from o f f i c i a l  US documents that p resumably provide an exh a u s t ive 
l is t in g  of US m i l i tary s p endi ng . In contras t ,  the CIA process 
for e s t im a t ing the dolla r value of S ov i e t  a c t iv i t y  ( a n d  a l s o  
i t s  rub l e  value) begins w i t h  i n t e l l igence observat ion and analysis 
t o  develop a d e t a i led inventory of the numbers and k inds of 
weapons and u n i t s  that make up the Soviet arme d forces . These 
physical e l emen t s  of t h e  Sovi e t  f or c e , and the o t h e r  m a t e r fa l  

,. support nnd a c t iv i t ies .,.,h ich can b e  impu t ed L o  1. •em , a1·e dollar 
cos t ed by a variety of means to arr ive at the e s t ima t ed dol lar 
aggreg a t e .  In princ i p le, therefore ,  the US e):pc n-:l i t u r e  da t .:J.  is 
exhau s t ive , while the e s t i �ated Soviet d a t a  can only seek to be 
so. In f ac t ,  the C IA exclu des cer t a i n  s i g n i f icant categor i e s  of 
US expend i t ur e s  ( for PXRmp l c , thos e for military a id and c iv i l  
def ens e) �1h cre t i l e  int e l l i genc<.: b Ft s e  is i ns u ff i c i en t  t o  p e nn i t  
a reasonable e s t imate o f  So·; i e t  coun t e r pa r t s .  llmvev er , t he r e  
remain a number o f  a r e a s  i n  \.Jhich the current e s t ima t e s  may 
under-r epresent the physical resource base f r om ,.,h i c h  the dollar 
e s t frnR t e s  o f  S o v i e t  mi l i tary activity are derived . 

2. Exc l u s ions f r om the Sov i e t  Rase 

As c i ted above in the burden s e c tion there ar e  sev er a l  
areas wl1 e r e  s i gnif ican t resource i n p u t s  seem t o  be omitted f r o m  
Ll1e Soviet es t imate , including resources provj.ded by non-de l ens e  
Mini s t ries i n  sup port o f  mi l i t a ry a c t iv i t y .  Some o f  these con
tr ibu tions are c a p t u r ecl , but the amount of c iv i l-mi l i tary i n t e r 
a c t i on i s  s o  ex t ens ive i n  the Sovie t Union that i t  i s  doub t f u l  
that a l l  o f  these have been a dequa t e l y  reflected . The tld d i t ional 
resource c o s t s  entailed by d i spe rsing c iv i l ian o r ie n t e d  produ c t ion 
uni t s  f o r  n<.:t ional def0n!je pu r poses stands a s  ano t he r  re levant but 
conce p t u<1 lly d i f f icult .1 rea . \"e have also argued that the resources 
r equired for the Sov ie t buildup along the Ch ine ::;e border eas i l y may 
be h<1 lf ,,g;l i n  as much as ind i c a t ed w i t h i n  the cu rr <.!nt e s t imates . 
The cost factors f o r  these f o rces hav e  n o t  ndequa t c ly r e f le c t ed the 
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locat i on and climact ic cond i t ions which suggest that forces 

s t a t ioned i n  the Far Eas t  are s igni f icant ly more expensive 
in r e a l  t e rms than their counterparts in the western regions 
of the Soviet Union .. 

P a s t  e s t im a t es o f  Soviet defense manpower contain s e r i ous 
uncer t a i n t i e s ,  particularly wi th regard to civilian and m i l i t ary 
personnel in command and general sup p o r t  ac t iv i t ies . A recent 
intell igence c ommun i t y  rev iew foc us in g  on these areas indicates 
that , uhcn all forces including the mi: i t arizeJ s e c u r i t y  f o rces 
are con s idered , p a s t  es t imates have und ers t a t ed the m i l itary 
personnel involved b y  approxima tely 600 , 000. Although this 
correc t ion w i l l  presumably be incorpora t ed in f o r thcoming s i z ing 

and burden analy s e s ,  the omi s s ion f rom previous s tudies illustrates 
the t y p e  o f  bias which the con trast in basic method o l o g i e s  makes 
probab l e .  

3 .  Non-d e f ense Inclus ions in the U S  Data 

\.Jhereas the d o l l ar cos ts accorded t o  the S o v i e t s  a r e  
those r e l a t ed to observed m i l i t ary ac t iv i t i es , t h e  U S  docume n t ary 

• ·  data inc lud e s  DOD expendi t ur es which a r e  not related t o  mili tary 
capab i l i t y ,  nr which make only a l imi t ed and ind i r e c t  con t r i b u t ion . 
Many o f  t h ese are asso c i a t ed w i t h  c ertai n manpower po l ic ies . I t  
i s  c lear , f o r  examp le, that r e t i r e e  p e n s ions and de pend en t and 
r e t i r e e  heal t h , edt tca t ion and o th er bene f i ts do n e t  c on t r ibu t e  
s i g n i f i ca n t l y  o r  a t  a l l  t o  current military capab i l i t y . S oviet 
pol i c ies i n  these areas e n t a i l  s ignif icantly lowe r do llar c os t s 
than t h e  cor responding US programs , and this cont r a s t  creates 
d i f f i c u l t i e s  in in terp re t ing the s izing compa risons . These 
problem s  will b e  d iscussed in more d e ta i l  in S e c t ion D2 , below . 

There are a number o f  US DOD expend itu r es which ore e xp l i c i tely 
in suppo r t  of U S  non-d e fens e valu e s , such as expend i t u r e s  for 
environme n t a l , conserv a t i on ,  and equal opportun ity programs , and 
c ivilian s k i l l  t ran s i t ion t r a ining . Such expend i t ures may n o t  be 
ind ivid ual l y large , bu t i n  s o  f n r  as t h P r e  a r e  Soviet cotm t e ·· p ::� r t s  
they pr ohabl y a r e  not included i n  t h e  est imates o f  Soviet d o l l a r  
defense c o s t s  which are compa red t o  the U S  d a ta . O f  cour s e ,  there 
are a c t i v i t ies by the Soviet forces \.J h i c h  are directed toward 
p r i n c i p al ly c ivilinn p rograms in Soviet socie t y .  S u c h  :=tc t iv i t ies 
are knmvn as " S h c f  tsvo" and i nclude, for exampl e , mi l i ta ry troops 
and equipment a s s is t in g  in c rop harves t in g  and c e r t a i n  cons truc t i on 
proj e c t s . N o t  a l l  Sbe f t svo a c: t i v i t ies n r. e  to tally c i v i l  o r iented . 
hm•ever , a s  troop involvemen t in the cons truct ion o f  the Ba ik;tl
Arnur-Ma g i s t r al rail road near tlte China border illus t r a t e s .  Non e t he l e s s ,  

I 
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a more ad equ a t e  comp a r a t ive s iz ing ana lys i s  wou ld a t t empt t o  
elimi n a t e  such c iv i lian orien ted activities from b o t h  t h e  US 
and the S ov ie t  d at a .  
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4 .  C o s t  E s t im� t i ng R e l at io ns and t h e  Complex i t y  o f  Soviet 
M i l i ta ry Hardware 

The dollar c o s t s o f  mos t Soviet maj or weapons--aircraf t , 
mis s i le s ,  and s h ips--arc e s t ima t ed through the u s e  o f  c os t e s t imat in� 

relation� h i p s  ('.:ER'  s) \vhi ch r e p r e s e n t  wha t it would c o s t  in the U S  
t o p rod uc e t he phys ic a l  and perf ormance c ha ra c t e r is t i cs o f  the 
Soviet weaponr y .  During mos t  of the p os t -\.JHI I period Sovie t tvcapon 
d ev elopment ap p ea red to incorpo r n t e  t echnology which wa s re la t iv e ly 
unsoph i s t i c a t ed compa r ed t o  US coun terpa r t s . S ov ie t d es i gn changes 

wer e  vicHed as evo lu t ionary , d r mving heav ily upon on-the-shelf com
ponent s and o f t en involv ing l i t t le mo r e  than mod i f i ca t ions of 

ex i s t ing s y s t ems . As a r esu l t , Soviet weapons have been d e s c r ibed 
a s " s imp l e , ru gged , and easy to ma in t a in " , and a s  ch ea p e r  i n  d o l l a r  
t e rms t o  d ev e lop , pr odu c e and maintain t h a n  t h e i r  U S  c ou n t e rp a r t s . 

Indeed , when ac tual Sovie t e q u :i pment was a t t a ined , in some cases 
it was l es s  so ph is t ira t ed than h a d  been n s sumed a n d  ther�forc c os t 
l e s s  in d o l l a r  terms t ha n  had been e s t ima t e d .  

This p r esump t ion o f  r e l a t iv e l y un�;ophi s t i c a ted lveaponry may n o 

lon ge r be j u �; t: i f icd . Recent an a ly s e !:; ind ica t e  that t he maj or 
Sov i � t  land ar� �wen l s  and tac t ica l a ircr a f t  introduced s ince 
196S are subs t an t ial ly mo re comp l ex t ha n  in i t iall y e s t ima ted , 
and s u b s t a n t ially more complex t h a n  the weapons t hey have rep laced . 
There are s o m e  cases i n  111hich t h e  inc r e a s e d  c om p l e x i t y  and asso

c i a t ed inc r e a s e  in c ap abi l i ty entail lower d o l l a r  c o s t s . Bu t in 
mos t cas e s  t h e  u n i t  pr od u c t ion c o s t s  for the pr esen t gen e r a t ion of 

Soviet land arms are substantially h ighe r than for o l d e r  equipment 
p erf orming s i m i l a r  mission s .  Some ne\v weap ons--such as the 
ZSU 2 3-4 an t i -a i rcr a f t gun and t h e  B}� inf an tr y combat v e h i c l e-

a r e far more cos t ly in dollars t han their c l o s e s t  US c ou n t erpar t s .  

J: t  is n o t  knm·.'TI how �·.'i d � c p r ead may b e  this trend tv\varJ .increased 
soph l. st i. ca t ior:. in Sov ie t t-�eapon ry . I t s  c o s t  impl i c a t ion s t-li l l  
ex t end beyond pl: o c u r l>ll! e n t  c o s t s t o  t h e  t r a i n i n g  a n d  ma i n t cnnn c e  
s t ru c t ures r e q u i red t o  suppo r t  more advanced '"e n pon ry , and t h e  
e f fce t s j n  the�;e a rc:� s a r e  a l s o  uncer t n in .  13 u t  i t  is c e r t a i n  t lw t 
\ole have untl e r e s t imat ed the c omp l ex i ty and cap ab il i t y  o f  s pec i f ic 
Sov i e t  1Jra p o 11 s .  A s  a r esu l t , t h e  C E R '  s u ; ed t o  de termine the doll.:11: 

co s t s o f  t h e s e  sys tems l t .:�ve r e su l t ed :Ln s i gn i f i c a n t  u nd e r e s t imation s .  

C .  Ag�reg:� t i on Proh lC"ms : Dol l. 1 r s ,  Rub les , ;md " B ias" 

1 .  The Con c ept o f  S i z e  

The concept o f  t he s i ze of a m i l i t. 1 r y p r ogt:;Jm j s  i nh er en t l y 

a m.:tt t e r  o f  d c f ·i n i L i on .  I n  t h e  d o l Ltr-cos t e!; t. i m< � t ef> o f  the s ize 
of Sov l <.' t m i U t :a· y  a c t i. v i. t y ,  the [; t r u l· t u r e  o f  US p r j c e s  h�ts been 
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used a s  the common u n i t  of measure w i t h  wh i c h  the d is p a r a t e  
physical e l ements o f  S o v i e t  a c t iv i t y  are aggregated . Bu t ,  
in p r i n c ip l e ,  Soviet r u b l e  p r i c e s  could b e  appl ied to the 
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physical e l emen t s  of b o t h  the US and the Soviet m i l i t a r y  f o r  
compar a t ive s izing p u • poses . For a number of prrtc t ic a l  reasons 
the d o l l a r  base has been used : the US audience i s  more familiar 
w i t h  aggregates e xpres sed in d o l l a r  terms ; we know much mo�e about 
t h e  s t r u c t u r e  o f  U S  p r ices than about that o f  S o v i e t  ruble p r ices ; 
and t h e  u s c  o f  dollars requires that oPly one m i l i tary ac t iv it y 
( the S o v i e t )  needs t o  be aggr ega ted , wl1ereas t he r u b l e  base would 
require t h a t  two aggrega t ions be d one ( S oviet and U S ) . A ruble 
based compar i s o n  would face s u c h  extreme practical prob lems that 
t h e  d e gr e e  o f  uncer t a in ty a s s o c i a t ed with the r e s u l t  would b e  
l a r g e  i n  r e l a t ions to that f e l t  regarding the exis t ing d o � lar 
compa r i s ons . Given the magn i t u d e  of these p r o b l ems i t  seems mor e  
f r u i t f u l  t o  concen t r a t e  upon improving the d o l l a r  based comparison 
b e f o re devo t in g  the e x t e n s ive manpower required to produce r el i a b l e  
ruble b a s ed comparis on s . 

I t  i s  t r u e  that the r e l a t ive s i z e  o f  the two mil i t a ry a c t iv i ties 
,. a s  p o r trayed t y  a ruble b a � ed comp a r i s o n  would � obably differ 

f rom t h a t  ind i c a t ed b y  t h e  d o l lar compa r ison ; indeed , even the 
t im e  t rend in r e l a t ive s j z e may d i f fer . Th i s  is an in e s c a p a b l e  
problem w i t h  index numb e r s  i n  gene r a l , a n d  d e r iv e s  i n  t h i s  
s p e c i f i c  c a s e  f rom t\vO empirical f a c t o r s : f i rs t ,  t h a t  t h e  f o rces 
o f  the Sovi,'!t Un ion Anrl t h e  Un i t e d  S t a t e s  a r e  con;posed o f  m i l i t n r y  
elem e n t s  i n  d i f f er e n t propor t ions ; and , second , t � a t  t h e  r e l a t ive 
d o l la r  p r i c e s  of these elements d i f fer from their r e l a t ive ruble 
p r ices . One would e x p e c t  as a general consequence t h 1t t the r a t io 
o f  Soviet m i l itary ac tivity t o  U S  mj l i t ary a c t iv i t y  ,.,ould b e  
h igher \�h e n  t h e  indexes are based o n  d o l l a r. p r i c e s  than \vhen they 
a r e  bas ed on r u b l e  p r i c e s .  

Al though t h e  trend i n  a r uble based s 1 z 1n g  comparison in princ�ple 
can d i f fe r  f rom t h a t  shown in a dollar based comp a r i s o n , such a 
contras t i s  n o t  necessary . Horeove r ,  p r e l iminary and rough com
p a r isons in ruble terms reveal the same gen e ra l r e l a t iv e  t rct1d as 
the d o l l a r. based comparisons . 

Hor e  imp o r t�nt.ly , such d if ferences ns could appear \vou ld n o t  neces
sarily be s i g n i f i c a n t  for the policy i s s u e s  t o  which t h e  comparisons 
o f  m i l i t ary s i ze r e la t e .  B u t  i f  t h e  two approaches shouJ.d have 
p o l icy impl::.ca t ions \�hich conf l ic t , Lhe rcact"i o n  should n o t  be o ne 
which a t t empts t o  d is c r e d i t  sizing comparisons as a n  ana l y t i c  
ap proac h , n o r , necessar i l y , a n y  o f  t h e  p n r t ic u l � r  indexes involved . 
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Af t er a l l ,  any index is a short-hand aggrega t e  representat ion 
o f  a numb er of d i sparate elements which are considered too 
nume r o u s  and too complex in their interrelat ions h i p s  t o  b e  

cons id e r ed ind iv i d u a l l y  as a normal r u l e .  I n  cert ain cases 
the aGgr e g a t io n  of an index number or index comparison may 
obscure t h e  underlying factors relevant to a pa r t ic u lar q u e s t ion. 
In s u c l1 c a se s ,  as in c a s e s  o f  conf l i c t  b e tween indexes in genera l ,  
a l t e rna t i v e  analyses should be avail a b l e  t o  a id in i n t erpret a t ion . 

Ther e f o r e ,  a l t hongh comparative s iz in g  ana ly s es in rubl e  t erms 
would be u s e f u l  if they can be done with adeq ua te r e l iab i l i t y , 
we a l s o  need further supplementary measures o f  s i z e .  Especially 
u s e f u l  would be c omp ar a t ive real magn i tu d e  t ime s e r i e s  o f  US 
and S ov i e t  annual p rocuremen t s  o f  maj or weap o n s y s t ems (miss i l e s ,  
ships , a ircraf t ,  land armamen t s ; each broken i n t o  s ign i f icant 
fun c t ional categories) .  If  such measures were pr es en t ed wit hin 
the s i z ing d ocumen t s , the interpr e t a t ion of t l1e valu e-aggrega t e d  
data \-JO u l d  b e  enhan c e d .  

D .  Dichotomies in Mi l i t a ry Prac t ices and t h e  Con c ept o f  Mi l i t ary 
" S i z e "  

1 .  S t a t emen t o f  I ss\.1e 

The f a c t  t hc:. t t he c oncep t of s i z e  is o p e n  to v arious d e f i n i 
t ions presents a range of complex i t ie s  even a f ter ac � e p t ing a par

t iculnr value s t ruc t u r t! to u s e  as t h e ap,grega t i o n  mea sure . T. n  
par t icula r ,  the d o l lar s i z in g  o f  the Soviet force i s  n o t  a s imple 

ma t te r  of u s ing B t r l ight forward or obv i o u s  dollar p r o c urement 
cos t s  to aggrega t e  the va rious phy s i c a l  e l emen t s  i nv o lved . W i t hi n  
any mi l i tary e s t a b l i shmen t , t h e  costs wh ic h a r e  fun c t ionally r e l a t e d  
t o  the qua n t ity o f  a p a r t icu la r m i l i t a r y  resource g o  far beyond t h e  
pro cur emen t  cos t s  of that resour c e ,  and are d e t ermined by t h e  m i l i -
tary p ra c t ices wh ich de f ine how the r e so u rce i s  s up p o r ted , d ep loy ed , 
mainta ined , t r a ined o r  opera ted . Such p rac t ic es a1:e o f t e n  s i gnif i can t l y 

d if f erent b e tHeen t h e  US and t he Soviet mi l i ta ry , and the d o l la r  s i z e  
e s t ima t ed f o r  Sovie t d e f ense a c t i v i t y  may vary wid e ly d epend ing upon 
"-'hethc r the US O i." So·v i.:! t  p t c:i C �  _;_ c e s ,  (J( Sullie 111ix of ti1e two , are 
ass umecl i n  th e c o s t ing m e thodology. 

It might b e  a s s umed that the npprop r i a t c  prac t ices t o  :1ssume for 
cost ing the Sov ie t force ;.� re t hose f o l l m..red by t he Sov i e t s ;  a f ter 
all,  t he S ov j et s i z in g  i s  in some sense an a t temp t to  repr e s e nt i n  
a mannc.•r comp:1r:1 b l c  t o  US d a t a the re:1l ;-e s o u r c e s  \vhic:h t he Soviets 
a c t ua l ly u l l o c :1 t c  to their m.L l i tar.y , anti these \v i l l  be d e termined 
by the way t he Soviets in f .1 c t  u se thd r fon:efi . B u t  t he is su e may 
not be s o  cl e a r. .  I t  w i l l  help to c L l r i f y  t h e  po"lnt in q ue s t i on 
by r e fl� r r i n g  to L\·IO q u o t a t ions f rom t h e  relevant CIA d o t:umen t \,•J iich 
d e s c d bc the mL· L iwd o l. ogy nnd i n t erpr c t .1 t ) on o f  t h e  Agenc y ' s  d o l L1r 
cost of the S o v i e t  f o rce . 
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"Es t i m a t ed d o llar cos t s  o f  the Soviet d efense e f fo r t  
a r e  e s t ima t e s  o f  what i t  would cost the U S  to purchase 
the same m i l i tary equipment and suppli e s ;  pay the same 
number o f  p eo pl e ;  and carry on �he same types o f  RDT&E 
( research, d evelor�cnt, t e s t ing, and evalua t ion) and 
operat ions and ma intenance programs as the Soviet s .  Con
c e p t u a l ly, the Soviet defense program in this context can 
bes t b e  considered as an al t erna t ive US d e f e n s e  program. " 

--SRIR 74- 7 ,  p .  5 ,  SECRET 

" E s t ima t ed d o llar co s t s  of the Soviet defense e f fo r t  
show wha t  U S  expendi tures would be i f  t h e  U S  pursued the 
same d ev e l o pmen t ,  inves tmen t ,  and manpower programs as 
the S o v i e t s  and operated the resu l t ing forces as the 
S o v i e t s  d o .  In e s sence, the d ollar e s t imates present 
t he Soviet m i l i t a r y  force n s an a l t e r n a t ive US f orce 
equipped wi th Soviet weapons and manned, opera t ed , ma in
t a i n ed , and improved on the basis of Soviet pract ices 
and prio r i t y  decisions . "  

--SRIR 7 4 - 7 ,  p .  1 3 ,  S ECRET 

Al though c c:J r e  should be tal�cn in the exegesis of such summary 
quo t e s , t h e  i mp l ic a t i on of these s t a t ements i s  t h a t Sov i e t 
p r a c t ices a r e  t h e  b a s i s  o f  t h e  d o l l a r  c os t ing me thodo logy . 
B u t  is t h i s  con s is t eutly the case? How a r e  th e d o l l .1r  p 1 1rchase 
p r i ces o f  Sov i e t  equ i pment d e t e r m ined ? !low i s i t  d e t ermined 

Hhat the Un i t ed S t a t es would hnve to p ay to raise t he same 
number of m i l i tary p e rsonnel as the Sov i e t s  (active d u ty ?  

reserves ? civil ians ? ) ?  

I n  the case o f  military hard\•Jarc the general proced u r e  i s  t o  
develop, o n  the basis o f  t h e  equ ipments ' part icular phys ica l 
and p er fo rman ce charact e r i s t ics , cost e s t im a t ing r e l a t ionships 
(CERs) ind i c a t ing what it would cos t  US f i rms to p roduce that 
Sov i e t  eq u ipmen t i n  the US . Here , clearly, US prac t i c e s are 
embed d e d  in the e s U �.:J t i n g  proc c !": s . The :;::: iu:;olved in t h e  C�Rs 
are US in d u s t r ia l  p rac t ic e s ,  n o t  m i l i t a r y , but the i r i nc l u s i on 
causes t h e  r e� ul t ing es t i ma t e to d ive rge f r om a r e p r e s e n t a t io n  

of t h e  resources w h .i. c h  the Soviets .'lctu;:J)_ly expend on m i l i ta ry 
act ivity . The p o i n t  here i s  that th e ac tual  e s t imat ion p rocess 
con ta i n s a mix o f  Soviet  n n d  US p rac t ices which l eave s t h e  i n ter 
pret�t ion of t h e  f i nn l  d o l la r  cost e s t im � t c  o f  Sov iet  m i l i t ar y  
ac t i v i t y  tJnc l ea r . A more s pe c i f ic--and p e r haps more s ignif icant-
cxnmp l e  o f  t hi s  m ix ing o f  US a n d  Sov i et prac t i c es , a n d  t h e  r e s u l t in g  

nmb i g u i t y  o f  t h e  es t ima t e's , \vU l  b e  p rov ided i n  the fol lO\ving 
sect ion . 

_ .... 4· • • 
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However , none o f  these r emarks should b e  taken a s  arguing 
that t h e  CIA e s t ima t es are "wrong" d ue to their a s sumption 
of a mix of US and Sov ie t prac t ices. Given the e s s en t ially 
def ined na ture o f  the " s i ze" _ o f  mili tary e s t a b l ishments, the 
CIA methudology can a • .u does provide u s e: f u l  insighLs into t h e  
s t a t u s  and t r en d s  o f  the US-Soviet m i l i tary comp e t i t ion . But 
the f ollowing obj ec t i ons can b e  mad e . F i rs t ,  t h e  s p e c i f i c . 
mix o f  assump t ions embodied in the cur ren t  CIA es t ima t es is 
only o n e  of a set of legi t ima t e assump t i on mixe s .  The document s 

which c o nt a in these es t imat es p r e s e n t  Lhem withou t adequate 
acknowledgemen t o f  the amb i g u i t y  o f  the " s i ze" concep t ,  and 
w i thout any i n d i c a t ion of t he d i f f e r ences in ma gni t ud e of the 
Soviet e s t im a t e  wh ich would follow from c e r t a in spec i f ic a l t er
na t ive pract ice assump t i ons . Second , as w i l l  b e  i l l u s t r a t ed 
b e low, the p a r t i c u l a r  mix of US and Sovie t pract ices a s s umed 
in t h e  c u r r e n t  e s t imates tend , on b a l a n c e ,  to p rovide a d o l lar 
cost e s t i ma t e  f o r  Soviet mi l i t a r y  ac t iv i t y  which is r e la t ively 
low; J.ov1, tha t i s ,  in re la t ion t o  many l e g i t ima te a l t e rnat ive 
e s t ima t e s  which c ou ld be mad e . And ,  t h ird , t h a t  t h e  current 
Sov i e t  e s t ima t e  under-represents relat ive to US d e f ense expendi
ture what the U S  wo uld havu to �pend in o r d e r  Ll r e p l i �a t e 
wi t h in the ex is t i ng U S  con t e x t the phy s i c a l  d imen s i on s and 
opera t ional capa b j lit i es o f  the Sovj e t  m j l i t ar y .  

The p r o c e d u r es u s ed t o  d o l lar c o s t  S ov ie t m o n ) ower prov i d e  

a s triki ng example o f  how US and S ov ie t m i l i ta r y  p r a c t i c e s  arc 
mixed \vi t hin current e s t i ma t e s ,  vl i t h  s .i. g n i f i c .::�n t  c o n s e q uence f CJ t" 
the resul t ing S ov i e t f igur e .  Reference t o  the f i r s t  q u o t a t ion , 
above, i n d i c a t e s  t h a t  the e s t imat e r epresen t s  ' 'uha t i t  \·lOuld 
cost t h e US . . . to pay the same number o f  people . . .  a s  t he SovieLs. ' '  
But how i n c l u s iv e  is this concept of ' ' pay' ' ? Hmv inc l u s ive should 
i t  b e  to achieve a d o l l a r  e:;; t i r1Ja t e  o f  the Soviet f o r c e  \vilich i.:> 
compa rable to US d e f ens e expend i t u res for a v a r i e t y  of purposes? 

Tltt::S C  q u es t ions d o  not nave:! c lear-cut: ClllS\ve rs . Is the S l Z li.g 
e s t "im:J t c  t o  b e  i n t e t· p r e t e d  as n d ol lar p r i. c e  agg reg.:.� t ion o f  the 
a c t u a l  resources � l l oca ted Lo S ov ie t c let.:cnse? Or i s  i t  to be 
i n t erp r e t ed a s  t he d o l lar cost r e q u i red i: o  r e p l icnte t he physical 
e l emL'nts CJnd opt!ra t iona l Ci.l pal> i l i t ie s  of t h (� Sov ie t f o r c e  in the 

Un i t ed S t a t e s ?  B o t h  i n t e r p r e t a t i o n s  can be found i n  the l i t e r a t u r e  
on t h e:  subj ,:c t ;  L h e  for111er � e c m s  m u s t  c ons i s t en t \-'i t h  i.n t erpre t n t ions 
of i n t e rn a t j on o l  e c onomic comparisons i n  g e n e r a l ,  t he la t t e r  mos t  
cons i s t e n t  \v i t h  t h e  o f f i c i n l  i n t erpr e t a t ion as r e p resented by the 

quo t a t ions on p .:� p,c 1 8 .  B o t: l t  n r e  reasot1ah l c  i n t erpl." <.: t n t io n s .  U n f o r� 

t un.q t e l y  t h e y  s e e m  to imply c o n f U. c � ing ,, s s ump t io n s  regarding t h e  
p n r t i c u LJ r  m i x  o f  us a n d  Sov i e t  p r ::lc t i C C'S \-'h i. e h  s l w u l d r .n-m t h e  

b <1 s i s  of t h e S o v  i ct d o l Lt r  t's t "i.ma t c .  Th e c on f l i c t cnn b e  i l lu s t ra ted 

by the pr es en t Jn(! t ho d o l .ogy used to e s t imn t e  the d o l l a r  c o s t s  
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a s s o c ia t e d  w i t h  S o v i e t  m i l i tary manpower . 

The CIA m e t hodology begins w i t h  the calcula t i on o f  US p e r  man 
pay f ac t or s  for each US service by d iv i d ing t o t a l  pay , allowa n c e ,  
a n d  f o o d  expend i t u r e s  f o r  e a c h  serv i c e  by i t s  r e s p, · c t ive t o t a l  
manpower . T h e  f a c t o r s  a r e  t h e n  appl ied t o  t he manning levels o f  
the correspondin)1 Sov i e t  services to d e t ermine the d o l l a r  c o s t  
o f  Sov i e t  m i l i ta r y  personnel ( S R  IR 74 - 7 ,  p p .  8-9 , SECRET) . As 
a p r e l iminary p o i n t  it c a n  be n o t ed t h a t  already a s e l ec t ion has 
been made be twLen US and S o v i e t  pract ices , i . e . , the assump t ion 
of the U S  rank s t r uc t u re and its associa ted r e la t iv e  pay scale . 
In e s s e n c e  t h e  a s s ump t io n  t r a n s f o rms the a c tual Sov i e t  p r o p o r t ions 
b e tween o f f i c e rs , NCO ' s ,  and e n l i s t ed p e rsonnel into the d i f feren t 
propor t ions o f  t h e  US s y s t em .  Given t h a t  the choice o f  one rank 
s tr u c t u r e  r a t h e r  than the o t her will have an i n f luence on the 
resu l t ing d o l la r  s i z e  e s t im a t e d  for the Sov ie t s one can reasonably 
ask why the p ar t icular cho ice was mad e .  Are the d i f f e r ing rank 
prop o r t ions and sa l a ry d if f e r e n t i n l s  thought to be d e t erminants 
of m i l i t ary capnb i l i t y ,  more o r  less c onsc iou s l y  s e l e c t ed in 
rela t ion t o  the m i s s ion emphases o f  t h e  t w o  m i l i tary e s t a b l i s h 
men t s ?  O r  a r e  t h c-'y uP r. e l n t e d  to c. :lp:'.bj l i t y ,  a n d  oorc t !". 2  p roduct 
o f  t h e  social and e c onomic envi ronmen t s  in which t h e  t\-IO sys tems 
arc emb e dd e d ? Even j f  t h e  answers to t h e s e  q u e s t ions are amb i g� 
o u s  thr� y  s e e m  to  be impo r t an t c o n s i d e r n t ions f o r  t he interp r e t a t ion 
of t h e s iz ing e s t ir.1a t e s . The i r  r e l ev a n c e  c a n  b e  i l lu s t ra t ed by 
explor ing f u r t h e r  t l te conc ep t of t he d o l l a r  c o s t  of S o v i e t  manpowe r .  

The man pmver c o s t s  r t'! f l e e t e d  by t h e  manr�ing c o s t  f a c t o r s  d iscussed 
above a rc o n l y  u l im i t ed p o r t io n  o f  the c o s t s  which are func t iona l l y  
r e l a t e d  t o  t h e  qunn t i ty of manpower i n  a n y  m i l i t ar y  sys tem . Con
sid er only an iJ l u s t r a t ive l is t in g  of o t her ac t iv i t i e s  in Hhi c h  t h e  
resources expended a r e  d e t ermined· w h o l ly , p r i n c i p a l l y , o r  i n  p e r 
cep t ib l e  p a r t  by manpower levels : t r a i n i n g ,  personal equ ipmen t ,  
tra�spo r t a t io n ,  p ro f e s sional educat ion , a c t ive d u t y  h e a l t h  care ; 
dependent h e a l t h  c a r e ,  overseas s ervic es for d epend en t s ( h o u s in g ,  
t ranspo r t a t ion , educa t ion) , r e t iree p en s i o11 , h e a l t h ,  and o t h e r  
� cn e f i t s  I n  c::: :: j r.:;: t i :<r, t h e  d o l l a r  co:.; t o f  l l11.� Sl! a c l lv i t ies for 
t h e  S ov ie t s ,  t h e  CIA assumes Sov ie t practices ,  r e f ler. t in g  i n  
d o l la r  t erms t h e  H c tual r es ou rc e s Hhich thc;, Sovie t s  a l lo c n t c  in 
those a r e .1 s .  

Fo r t h e  a c t iv i t i e s  l i s t e d  b e fo r e  the s em i-colon t h i s  "Sovie t iza t ion" 
s e ems r�pprop r i n t e .  S u c h  :1 e t i v i t ies ;:;r e S tl ' l a b l y  a r e  d e t c t:n1in a n t s  o f  
the m i l i t a ry q u :1 l  i. t y  o f:  p e rsonn e l .  Tile d 'i. f fercnces be tHec n  U S  :md 
Sov i e t  prac tices 'i. n s u r il .1 r.cas c.1n b e  a s sumed to r e f le c t  t h e d i f
f e r e n t  m i s s i o n  etnpllns0. s  of the  t \vo forces , .:;nd t he d i f  f c r c n t  t r i.l d e o f f s  
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between q u a l i t y  a n d  quan t i ty which each s id e  h a s  m a d e  i n  
p u r s u ing mi li t a ry capabi l i t y ,  ho\-lever de f ined . F o r  e i t he r  
int e r p r e t a t ion o f  the s izing ana lyses i t  seems appropr i a t e  
that such m i s s ion and capab i l i t y  related a c t iv i t ies should 
be e s t i ma t ed on the basis o f  Sov ie t  p rac t i ces . 

Bu t t h e  s ame logic does n o t  apply t o  those a c t iv i t i e s  which 
f o l low the s emi- co lon . S e rv i c e s  and o ther ben e f i t s  a c c o rded 

dependents a nd t·e t i re:es in e i t h e r  m il i ta ry sys tem have no 
r e la t i o n  -or only the most t angen t ial re la t io n--t o  m i l i t a ry 
capa b i l i ty o r  miss i on emphas i s .  They cons t i tu t e a p a r t  o f  the 
real wage o f  mi l i tar y p ersonne l . D i f ferences in t h e s e  paymen t s  
b e tween t h e U S  and S o v i e t  mi l i t ary a r e  r a t h e r  t o  b e  exp l a i ned 
by the ,.,ide range of s o c i a l  and e conomic chara c t er i s t i c s  which 

d e f i n e  t h e  d i f f e r e n t  nat ional contexts in which t h e  m i l i t ary 
sys tems are embed ded ; f o r  exampl e , t h e  con t ra s t  i n  the general 
s t an d a rd of l i v ing and th e cor r e s pond in g  d i f ference be tween the 
real wage needed to induce peop l e into m i l i t a ry s e r v i c e  as 

opposed to tha t  r e q u i red t o  s us t a in a largely consc r i p t  f o r c e .  
Y e t  U S  p rac t i ce s i n  such a r e a s  inf l u e n c e  t he fun c t ional r e l a t ion 
b e t �·7�en the q u a r. t �  : y  o f  :n i l i tary p e r sonnel rai sed i n  the U S  and 

t he magn i t ud e of m;mpmve·r r e l a t ed c o s t s .  I n  essen c e , a US m i l i tary 
person en t er s US d e f en s e  expend i t u re s  ,.,j t· h a d o ll a r  � ·e i gh t  d e t ermined 
n o t  o n l y  b y  t hos e p r ac t ic e s  wh i c h  r e l a t e  t o  re i l i t ary c a pab i l i t y , 
b u t  a l s o  by t ho s e  \vhich r c• f lec t t h e  non-tl e ft' n s e  charn c l e r i s t i c s  
o f  US s o c i e t y .  Soviet r r;rc t ic c> s \vh i r. h  d P. t e nn i n e  t h e  S o v i e t  c oun t e r 

p a r t s  o f  t hes e d e rencl e n ;: and r e t 1  r c e  p rur. r .1ms c o s t  l e s s  in d o l lar 
t erms p e r  man th.:�n d o  t l : e  l lS p rograms . Con.seque n t ly , to a s s ume , 
as t h e  C I A  d ocs , Sov ie t  p r a c t i c e s  in such area s ,  i s  to underweight 
th e d o l lar c o s t  of Sov i1� t manpm.;rer relat ive to US man p mver , and 
t o  d o  s o  in a \vay n o t r c p r esen t a t.ive of q u n U. t y  d i f f e r en t ia l s .  
The res u l t ing d o l l a r  s i z e o f  S o v i e t  m i l i ta r y  ac t iv i ty t he r e f o r e  

under e s t �nates wha t i t  wou l d  c o s t  to raj s e  a Sov i e t  manpower l e ve l  

w i t h i n  t h e  U S  s y s t e m .  

Let me summa r ize t h e  preceding argumen t . Fir s t ,  in many cases 
unrela t �J t o  ca�ab i l i Ly . S u v i L c p r a c t i c e s  p r ov i d e s  fewer bene f i t s  

and absorbs [e,.,ret: r e s o u r c e s  t han the corresponding U S  prac t i ces , 
and t h e r e f o r e  resu l t  in a loHcr tl o l l D r  es t ima t e  than i f: US p r n c t ic e s  
\oJere ass umed . Secon d , i f  �:he S ov i e t  mnnp o•.oJe r  level \v<J s r a i sed \vi t h in 
t h e  ex is t i n g US s y s t e m ,  the h i g h e r  c o s t t; a s s o c i :.1 ted \oJ i t h  US p r a c t i c e s  

\vould b e  reqld red . Th i rd , t h e  d t e d  expense c.a t ego r i. es l t a v e  on ly 

the mo::; t ir.d i r c c t - · - i f  c.ny - - re l a t i o u  to 111i l .i. t a r y  c a p a b i l i t y .  Co n

sequen t ly , the a s !;ump t i  o n  o f  t l t e s e  So v i e t .::I S o p p o sed to US p r a c t ices 

c;,n har d l y  be j u s t i f ied a s  r e f l ec t ing t h e  q u a l i t y / q u a n t it y  t r a d e- o f f s  

\oJhich o t h e r  p rac t ic e  d i c l t o tond . l•!; nwy r c p r c s L : n t . And , f o u t" t h ,  l l S  
m i l i t a ry p e rsonnn l  a r e  e n t e red in t o  US d c f c n ::;c expend i tu r e s  w i t h  
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d o l l ar w e i gh t s  which r e f l e c t  exhaus t ivel y  t h e  f u l l  range 
o f  US manpower prac t ices . The r e f o r e ,  t o  dollar cos t Soviet 
per sonnel by i n  part ref lec t ing S ov i et prac t ic es w i t h  lower 
d o l lar c o s t s  than the corres pon d ing U S  p rac t ices is to 
under-represen t the quan t i t y  of Soviet manpower r e � a t ive to the 
quant i t y of US manpower r e f le c t ed in US d e fense expend i t u r e s . 

In shor t ,  t he p ar t ic ula r m i x  o f  US and Soviet manpower p r ac t ic e 

as sump t ions u s e d  in t h e  current e s t ima te und e r e s t im::! tes ( 1 )  t he 
qua n t i t y o f  So� ie t  mil i t a ry manpower r e l a t ive t o  U S  mil i t a ry 
manpowe r ,  or , wha t is nn a l t ern a t ive i n t e r pr e t a t ion , ( 2 )  t h e  
d ol lar c o s t  r e q u i r e d  to ra ise i n  t h e  Un i t e d  S t a t e s  a m i l i t a r y  
manpO\..rer level equal t o  that o f  t h e  present S o v i e t  f o rc e .  

3 .  R e sponse t o  the Pr ac t i c e D i c h o t omy Issue 

I t  wa s said earlier that s iz ing anal ys e s d o no t meas u re 
m i l i t ary ca pa b i l i t y , and t h i s  p o i n t  is mainta ined . Howev e r ,  they 
are one type of inpu t r e levant t o  j u d ging the ad equacy of US 
d e f en s e  a c t iv i t ies , and this q ues t ion d o e s  requ i r e  complex con
s id e r a t io n s  of rapa b H H y .  A l though ex c ep t ions �re prot�ble , 
i t  seems in tu i t ive ly sound to a r gu e that the r e l a t ion b e tween 
" s i z e "  and capab i l i t y  i s  p o s i t ive . Tha t is , m o s t  p e r s o n s  expo sed 
t o  the s iz i ng a na ly s i s , on observing nn i n creas e ,  s a y ,  in US 
defense e x p end i tu r e s  re la t ive t o  the es t imated d ol l ar s ize o f  
S ov l e t  a c t iv i t y , would v iew t hi s c hange a s pr ima fac ie evi df-!nce 
tha t the U S  l l CJ s  in c rea s ed i t s  cnp<1 b i l i t y  r ela t ive t o  the Soviet 
Union . Given t h i s  t cndanc y to ass oc ia t e p o s i t ively changes in 
" s i z e "  \·1 i t h  changes in capnb i l i ty ,  i t  is impor tan t that the 
e s t imat e  o f  t h e  s iz e  o f  Soviet mili tary ac t ivi t y avoid the b i a s  
caused b y  t he u s e  S ov i e t  p r a c t i c e  a ssumpt ions whic h ,  while unrelated 
t o  capab i l i t y ,  enta i l resource req u i remen t s  wi th d if fe r e n t  d o l lar 

va lua t i on than the c o r r esponding US p rn c t i ce s . S u c h  "Sov i e t i za t i o n "  
will d is t o r t  wha t relevance t o  ca pab i l i ty , and t o  t h e  a d e q u a c y  o f  
U S  d ef en s e e f f o r ts , the s i z ing e s t i.ma t e s  reasonabl y  may b e  
int er pr e t ed t o  posses s .  

I.Je have d iscus sed a t  le ng t h one examp l e  o f  th i s b ias . Others 
a r e  p e rvas ive . t·!any A r e  r e l n  t ed t o  per1;on n e l  fac to rs , such ns 
t h e  c: re<.� t u r c  c. o m f or t: s cons id e r ed nc:cessary f o r  shipboard personn e l  
which inf luen c e  t h e  d i f feren c e s  be tween in ternal and external 
c o n f ir,ur .:l t ] nn �.; of U S  .1nd Sov .i. e t  navnl ves s e l s . O t h e rs d e r iv e f rom 
o t h er s o c i t:! t:Jl i n f luenc e ::; ,  such a s t hose 1h ic. h m<Jy c u n s t ra i n  

p r .1 c t i e:lb l e  u s  mob i l e  r c n:·! conc ep t s t o  a l i m i. t t!d and more d o l l a r 
co s t ly sub s e t  o f  the rnnge o f  a l t e r n.:1 t ives o p e n  to the Sov i.L�t 
U n i o n .  A l t hough such i n f l uencl! s do n o t  bear n l l  i n  t h e  same 
d i r e c t i on , t h e  d i f f e rences he t\..reen t h e  US :tnd Soviet s o c i e t y  in 

----
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genera l sugg e s t  t ha t ,  on balance , the e f f e c t  i s  t o  und e r
e s t ima t e  t he ex t en t  o f Sovie t m i l i tary a c t iv i t y  r e l a t ive t o  
U S  defense expend i tures . 

The i s s u e  is compl e x  in conc e p t  and its t r ea t me n t  . : i f f i c u l t  
i n  p ra c t ice . Y e t  there are maj o r  examp l e s , s u c h  as tha t 
r e l a t ing t o  p ersonnel cos t s ,  where a l t ernat ive s i z ing cal cu
l a t ions c a n  u s e fu l l y  be made : one "Sovie t i zed " as in exi s t ing 
e s t imat e s , :ll1other (or o t he r s )  employing a mix o f  U S  and Soviet 
p r a c t i c e  assum�t ions s e l e c ted to elimina t e  t h o s e  p r a c t i c e  
d icho tomies whi ch do n o t  bear on m i l i t ary capabi l i t y .  Consis
tent w i t h  a t heme wh ich has run t h roughout t h is p a p e r , the 
policy i s s ue to which s iz ing analyses are d i r e c t ed w o u ld be 
b e t te r  served i f  several complimentary e s t ima t e s  o f  S o v i e t  
a c t iv i ty \vere availab l e and appropriately docume n t ed . 

E .  Apprcdsal 

The fo regoing remarks have o u t lined a number of areas whe r e  
t h e r e  app ea r  to b e  maj or conceptual or empi r ic al short comings i n  
the exis t j n g d o l l a r  c o s t  es t im a t e s  of S o v i e t  mil i tary a c t iv i ty . 
On balanc e ,  t h e  curren t e s t im a t e s  t end to underes t ima t e  t h e  s ize 
o f  the Soviet ac t iv i t y  r e l a t ive t o  US d e f ensr expend itures . Li t t l.e  
conf id en c e  is h e l d ,  the r e f o r e ,  in the abso l u t e  magn i t u d e  o f  the 
S ov i e t  d o llar f igure spec i f i ed b y  the C IA d ocumen t s .  

Howev. · r. ,  t h e  analy t i c  uncer t a i n t i es which h;we been d i scussed 
above do n o t  appear t o  negate the basic r e la t ive t r e nd be tween 
the two f o rc e s  which is incl ic a t l!d by the comp a r a t iv e  d o l l a r  cos t 
t ime ser i es . I n  r e a l  terms t h e  Soviet . lefense e f f o r t  h.1s undergone 
a s t eady and s i gn i f ic�11t expans j 0n s i n c e  a t  l e a s t  1 9 64 , whereas 
the US e f f o r t  has d e c l ined f rom 1968 throu gh 1 9 7 3 .  ln con s ta n t  
d o llar t e rms , the annual a l lo c a t ion o f  resources to S o v i e t  m i l i t a r y  
a c � iv i t y  has exceeded i t s  coun terpart in t h e  Uni t ed S ta t e s  in every 
year s ince 19 7 1 ,  i n c lus ive , and in ca lendar year 1 9 7 4  exceeded US 
d e f en s e  expend i t ures by a t  least 20 percent . 
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CURRENT AND PROJECTED NET ASSES Sl-1ENT PROGRA'·' 

The maj or obj e c t ive o f  the net a s ses sm2nt program i s  to suppor t the 
Secretary of D e f ense by sup pl y i ng assessments o f  mi l i ta ry ba lances , 

co n t ras t ing US an d  Sovi�::t s trengths and \ve<:!knesses , maj or trend s and 
their u nd er l y ing caus e s ,  and emerging problems nnd opportun i t ies . 
Ad d i t io na l l y ,  ,.,e \vish to e s ta b l i s h  and i n s t i tu t iona l i z e  Hi t hin UOU 

net asses�ment as a d i s t in c tive s ty le of ana lys is .  This w i l l  r eq u i re 

the d eve lopmen t o f  improved and app ropr iat e m e t h o d s  o f  compa r is on 

over the cou rs e  o f  the next s everal years .  

The Secre t a ry has indicated special intere s t  in the f o l lowing top ics : 

--Compn ra t ive Econo�_!_c s o f  US and Soviet Hil i tat·y Prograr�s and 
J. n s t i t1 1 t ions 

Broad concern is f o r  t he comparative e f f i c iency of US 

a n d  Sov ie t mil i t ary e f forts . The U S  mus t h<JvP a n  e f fec t i ve ,  
e f f ic ien t mili t ar y ; m u  i ndus t r ia l e s ta b l i s hme1 1 t  over the 
longer run an d  t o  have good s t rategies for compe t ing w i t h  
Lht! Soviets  in d e ve loping ;md uw i n t a i n i n g  m i l .L tary forc e s .  

- A rnorc c ompr e h c n � i b l e  nnd cred ib l e j o b  o f  e s t i mating the 
compara t ive s ize of US and Soviet d e f en s e  e f fo r t s mus t  b e  
ava ilable . 

- Assessments are need ed o f  how Hell we are d o i n g  in e f f ic i e n t ly 
comp e t i n g  Hit: h  the S ov ie t s . \� a t  i s  d r iv ing t h e  U S  cos t s of 
compe t ing up ?  Where a re t h e  maj or a reas o f  f u t ur e  US tech

no l og i.cal advan t age ? l!mv can ,.,e e x p lo i t nrens of s t rong US 

technolog i c a l  or mil i tary economic advan t a g e ?  

--The lvnr l r!-IHde Hi l i tcry R0 L l n c e  

I � 0 O I • o o ' o 
• ' ""  \ I o 

- Asse ssf11ents are needed o f  the cur ren t s t a t e  of t h e  '"orld-
Hi.cle bc:llDnc: e ,  t r end s ,  eme rging problems <md ;r,: cns of adv;m t a g e :  

o Key sub-balances nre : 

. \ :  . .  ' : ' I I 
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�� r i t ime ( sp e c i f ically t o  include land -based 
air power) 

Comparative capability to proj e c t  mili tary pm·�er 
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t o  p o t ent ial c r isis a reas . We have been far ahead 
h e re b u t  problems may emerge in t h e  next decade 
g iven trends in Soviet forces and inc reasing f o r e i gn 
base availabil i t y .  

A selec ted l 1 s t  o f  specific proj e c t s  underway o r  contemplated fol lows : 

COMPARATIVE ECONONICS 

1 .  Proj e c t  1 8 6 .  Comparat ive Economics of US and Soviet Mili tary 
Programs . This proj e c t  i s  a imed a t  comparing US and U S S R  m i l i tary 
programs and f o rces , with respec t to resource alloca t ions , roles 
and miss ions , and capab il i t i e s  achieved . 

a .  P hase I (Ground Forces) 

, .  b. Phase I I  ( Tat : ical Air Prograuw) 

2 .  Compara t ive S iz in g  o f  U S  and Soviet Defense Program ' J o i n t  CIA/OSD 
s tudy) . The obj e c t ive of t h is proj � c t  is t o  produce c red ib le and 
useful compa rat ive measures of t h e  s i ze of the two m i l i tary prograws . 

a .  Real Hili t a ry Reso 1 1 rc e budr,et compar isons . Th i s  proj e c t  
f o c u s e s  u p o n  c e r t a i n  i n c o n s i s t e n c i e s  in t h e  pr esent com
parat ive s i z i n g  ana lyses o f  US and Soviet m i l i tary expendi
ture� . The general thru s t  J s  t o  improve t he accuracy wi th 
which t h e  analyses r ep resent the real resources d evoted to 
d efense by the two coun t r ies . 

b .  Comparison o f  US and Soviet procurement o f  mi l i tary hardware . 
This proj e c t  is deve l o p ing c ons i s t e n t  US and Soviet real 
magn i t u d e  t ime s e r ies for maj or m i l i tary hardvmre cateeo r i e s . 
The p r o d u c t  is in tended L O  supplement t he compa ra t ive d e f ense 
expend i t u re analy s e s . 

c .  Documen t a t i on o f  C I A  S t ra te gic Cost An alysis Hod e l .  As au 
aid to llllll c r s t and i.ng .Jnd i mprov i ng p r e s e n t  t e c hniques used 
t o  d evelop Soviet d e f e n s e  expend i t u r e  e s t imates , the C I A  is 
to produce a c ompl e t e revi e�v ;md documenta tion o E  the e s t ima
t ion methodology. 

·. 
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3 .  Rand Proj e c t s  

a .  Long t erm comp e t i t ion chnrn c t erizat ion and analys is . 

3 

This is an a t  t emp( t o  compare the \o�ay the US and U S S R  
conduct t heir c o n t inuing comp e t i t ion t o  p r oduc e and 
ma in t a in m i l i t a r y  f o rc e s . I t  should a l s o  produce 
methods of ana l y z in g s t rategies for compe ting and t o  
a s s e s s t h f'  pr e �en t s t a t u s  a n d  t rend s in t h e  corr·pe t i t ion . 
How does one measure o r  a s s e s s  good s t ra t egi e s ?  I s  
there a rat ionale f o r  c o s t  imposing s t ra teg ies ? 

b .  Cos t ing o f  S o v i e t  m i l i ta r y  progr ams . This is p r imarily a 
s ear ch f o r  a l ternat ive means o f  ass es s i ng such cos t s .  A 
spec i f ic s t ud y exami nes the ex traord i nary c o s t s  o f  the 
Soviet mi l i tary b u i l d u p  along the S in o -Sov i e t  bo rd e r . 

4 .  Sovie t Nil i t a ry Hanpowe r .  This p roj ec t encomp a s s e s  a compr e 
hensive s e t  o f  s t udies \vh i c h  c omp ar e t h e  S o v ie t  and U S  m il i ta ry 
manpower env ir onmen t , p r a c t j ce s ,  and p o t ential p ro b l ems . The s tudies 
are seen as inputs into the ana l y ses of t h e  r e l H t i v e  e f f ic i ency o f  
Soviet and U S  manp O\ver prac t ic e s , L h e i r  imp a c t  u p o n  p re sen t  and 

. future d e f ense e>:penuit u r e [ , a n d  the ab i li t i � s  u f  the t \v O  c o un t r ies 
to su s ta in large scLJ l e  mi l i t a ry forces ove r  t h e  long run . R e p r e s e:n
ta t iv e  top i c  nreas A r e  s p e c i f ied b e low. 

a .  S h e f �_tv� .::md i t s  US coun t: e r po r t . ( :1 i l i tm·y S h ef s t.: vo i s  
t h e  u s e  o f  1n i l i t a r y  r e s o urc:es f o r  c i v i l i a n  p u r p o s e s  j n 

t h e  a r eas o f  economic and p o l i t i c a l - so c i a l i z a t ion o bj e c t ives . ) 

b .  C i v i l ians and unifo1:med \VOme.n in DOD r� n d  HOD 

c .  Pre-mi l i t ary tra in ing p r ograms 

d .  S t ud ies o f  O f f ic e r  Corp s ma nRgement 

e .  S t ud i es o f  En l is t ed Force man�gement 

f .  Economic / �cmogr a p h i c  cons t rain t s  on mi l i t a ry manpower 

5. Sophis t ] c n t ion S t u d y .  Thi s s tudy H?.s und e r ta ken to c h e c k  the 
hypo t h es i s , spa rked by s o m e  S ov i e t  C' CJ u ipme n t  c a p t u r e d  in Oc tober 19 7 3 ,  
t l t:-1 t n e,_,cr Sovi1.:L <.'qu ipment i s  f a r  mm·e s o p h i s t  ic.:t tcd , comp l ex , a nd 
expen s i v e . A l s o  of i n t e r e s t  i s  th e t o t n l  ( d i r e c t  and ind i re c t )  impa c t  
o n  Sovj e t  program c o s t s . 

J 
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COHPARATIVE TRAINING AND HAINTENANCE STUDIES 

4 

These p ro j e c t s  a r e  comparat ive examinations o f  U S  and Soviet training 
and maintenance prac t ices for maj or weapon systems . These aspects 
o f  military ac t ivity have s i gn i f icant impact on the e f f e c t iveness 
with which weapon s y s t ems can be employe d .  The p roj e c t  includes s t udies 
of US and Soviet p i l o t  training , tac t i c a l  aircra f t  ma in tenance , tank 
crew trnini n � ,  tank maintenance , naval surfAce s � i p  trainine and main
tena n c e .  






