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SOVIET j)EFENSE EXPENDITURES AS A PERCENT 
OF SOVIET G"P 

Hj'::.?RODUCTION: Although the Soviets publish official statistics 
shOl'ling their defense expenditures, Weste= 
observers generally agree that the Soviets hide 
in other accounts a substantial portion of what 
should properly be reported as defense ex­
penditures. Accordingly, various organizations 
and individuals, have made estimates of what ~ 
the Soviets spend on defense, ie on equipping, 
operating and maintaining military forces, on 
military R&D and on the space program.(comparable 
to U.S. expenditures for DOD, AEC and NASA). 

The following table presents the official Soviet 
estimates (official) of defense and GNP** for 
1970, as well as those of bvo dissident Soviet 
economists (ECONOHISTS), Hr. William T. Lee of 
G.E. - TEMPO (LEE) and the CIA. 

TABLE 1 

1970* ESTI~~TES OF SOVIET DEFENSE EXPENDITURES AND GNP 

Nature of 

Estimate 

Defense 

GNP** 

Defense 
As a Percent 
of GNP 

SOURCES OF ESTUIATES 

Soviet 
Official Economists LEE CIA 

24.5 131 39 - 50 24 
,. 

290 (387) 290 (387) 377 *** 

8 (6.5) 45 (34) 10.5-13.5' 6-8 

Figures in parens pertain to est. GNP using re-
lationship N:YlP = • 75GNP ';'_ 

'k 7970 ll<led bec.au.se Lt (,Ja.S ,tile mO<l.t Jr.ec.e.nt ljeaJr. nOlL Wll.LC.:1. .6e.lle.lt.d"c,' 
co;no aJr.ab t~ ~<lU.m a-te., tveJr.2. av cUtaoi e.. , 

:~. 



*** 

,~ha;t i..!;, cai'.ted "!t2.t ma:tUvLat p.'toc/uct" (tv,'.!P). The. SOIJ.le:t Nt.!? 
di..6 Se:!.'~ o,tom :tILe. ~.'e.,~:te.J1." GNP conce.pt i..fl tha:t i..:t e.xd'-i.lde.~ 
.6eJr.vi..ce:,cwd i..ilC.tLLd2.!;, Ii tllJr.;lOVe.r.. [-<lo.te-6) :tax. In ;dle. Tabie., 
the 06 {LUCte. avul eC-OJtCii'?--i..~.t,6 GI\/P <?JS.tJ.JflC!..te.-6 (u:c. a.c.tua.,tly Sovie.t;. 
,\:,t,{P, t~'h('./[ect~ ;tire. Lee. & CIA e-6.t·tii1atc..-6 6al..Low .the {!)c../~.te.lut 
de.6·Lni..:t.i.oH ,~o tl1o.;t de.6e.n,5e M a pe.Ju,-e:lt 06 GMP SOIL .the Sov.i.e;(;,s 
w.i..f..f. be c.ompa.r..abie. to ;tILe. -6ame. 6.i.guJr.e6ofL ;the. U.S. j'.!o;.,:t 
We;.,;(;eJr.n e.xpe.Jr.;t-6 -6ay Jr.OUgll.f.y ;that NMP = .75 (GMP). 

CIA e6Llma;te 06 GNP not avai..iabte, howeve.Jr. de6eMe ,5pend.i.ng 
and peJr.c.en;(; 06 GNP t:aken nJr.om W. Coiby :t;i;.,timonlj be60Jr.e 
Sena.;(;e Sub-Comm.i.t:t:ee on 12 ApJr. 74. 

Some of the disparities in this table can be traced as much 
from differences in definitions (of ,.;hat should be con­
sidered a defense expenditure) and methodologies as they 
can from inconsistencies in available data. 

Comments on b'1e Credibility of the Various Estimates 

"Official" Nethod 

For the year cited, the USSR shows approximately the Sal\l~ 

ratio of defense expenditure to GNP as does the U.S. 
Total GNP for the U.S.S.R. ",as approximately one-half 
that of the U. S. This ,VQuld indicate that the U. S. S. R. 
was t,·lice as efficient in terms of defense "production~' 
as the U.S. 

There are several factors \-Ihich tend to discredit the 
defense figure published by the U.S.S.R. For one thing, 
the published defense appropriation remained essentially 
consta."1t from 1969 to 1973 (behveen 17.7 and 17.9 billion 
rubles), despite increases in all categories of weapoILry, 
especially ICBM's and SLBH' s. There is also fairly 
reliable evidence that certain expenditures for defense 
are being buried ,,,ithin other budget categories, notably 
Financing National Economy (FriEl Residual and Total 
Budget Residual. l / This and the fact that three of the· 
five published budget categories (including Defense) 
contain no breakdown "li thin the category, lead some experts 
to the opinion that nearly hlO thi:z:ds of the Soviet budget 
remains hidden from outside 6S·servers.y 

Jj (U. T. Lee, Tile C::ed.i.b.lLUtf or) ;tILe. USSR Vden,se DtLdge..t, (G.L -
ie..L'!P::, l-,,'a,slt-<-)~g:"'oa, D. C.) 191j, p. 3. 
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"Econo:nistIS" Hr->thod 

From a study publish~d in 1971 by tHO Soviet economists,lI 
a figure of 80 billi0l'\>"r<!p..Jes for defense apgears 
(a9proximately 40 - SOIlOr: NH?). The methodology employed 
is that of subtracting out 211 knmln expenditures from 
total state revenues, then subtracting a figure which 
hopefully accounts for secret non-military expenditures 
such as foreign aid and non-military R~D. By the authors' 
m'm adrnission hm'lever this last figure could be seriously 
off thus affecting the estimate of total defense 
expenditure greatly. 

"CIA" Method 

The CIA costs Soviet defense expenditures by essentially 
using a direct costing method. Quantities are estimated 
using best information available and prices are determined 
assuming 1Y0rk to be done in U.S. then converted to rubles 
using a ruble/$ ratio. There are three sources of 
potential error here. Kirst of all, quantities estimated 
may not be correct. Secondly, cost to perform in the 
u.S. may not be exactly correct. Lastly and probably 
most importantly, there are a number of different ruble/$ 
ratios floating around making it difficult to determine the 
correct ratio to use in a given situation. 

IILee" Method 

~'/illiam T. Lee employs a methodology \1hich brea..1cs defense 
spending into three categories: ?rocurement, Operations 
and Haintenance and RDT&E and Space. For the Operations 
and l!aintenance portion, he assumes the published Defense 
appropriation figure to be a minimu.rrr value. For Procurement 
and P~T&E and Space, he uses a very sophisticated 
combination of a small amou.~t of direct costing and a 
substantive portion deductive reasoning. 

CONCLUSIONS 

While the Economist's estimate is probably too high, it 
does serve to indicate that the official, and therefore 
the CIA, estimates are most likely too Im'l. Lee has 
evidence to indicate even his estimate may be a little 
too 101Y. The evidence tends ~o place defense expenditure 
at roughly 15 percent of GNPil . 

3/, Gotn.;o;! & OzellOv, "The V-i.,S;[;Jr.-i.bllct-i.Olt 06 the Na.tio;ta!. 
- IHQome 06 tile USSR", 1971. 

Tlte. e.V>~de.iLC.e. ac.c.o.'Ld.i.llg .to (U. T. Le.e. c.ome,s 5Jr.om a. bW(<J-
Or I r' ~ 7 n ;' ,"l r, ~ () -'1 • .-; ,-,J.., ,;1'1 r, (> ro"" r a' I' :) d r -c __ (9·~O.,-,- -\...'-::.;a ..... <..I",l::.;'"---' ,.'._v ~JLaL."::"'J 1.,rtLa..t. l..2..iJelt,!,e. .o~JC.·"cJ.fa 

at betweea 50 a;,d 60 b.(.c.i'..i.oJt Jwb.f.e_s aIHtWl.clq. . '" -'--
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There are very real difficulties in estimat:irrg soviet 
defense expenditure, including those mentioned here. 
It is therefore a.problem to determine "'hich estimate 
is "best". If we are to believe, hOI·lever,· some of the 
statements from dissident Soviets, it is o~vious that 
feH people even in the Soviet Union place much faith 
in the "official" version. 
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