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11. Delivered to Mr, William Sullivan,
in the office of Senator Bob Dole (R., Kans.), a series of supplements to
the daily report - Soviet Union which were not included in the daily reports
forwarded to the Senator's office over the last ten days. 1 suggested to
Mr. Sullivan that in the future any questions on the material or whatever
should be referred to me rather than attempting to locate the individual
clerks or staff personnel within the Agency who might be involved in

forwarding such material to the Hill.

12. Met with Mr. Ralph Preston, House Avpronriations .

Committee staff, and gave him a copy of the Soviet Union daily report

supplement 71-67-22 and comments on the 7 April New York Times coLumi
on Soviet defense costs,
In discussion Mr. Preston told me that he met with Chairman

Mahon late yesterday afternoon and briefed him on yesterday's meeting on
the Agency budget. See Memorandum for the Record.

JOHN M. MAURY
Legislative Counsel

ccs
ER
O/DDCI

25X1A

Mr, Goodwin

Mr., Houston

DDI

DDS

DDS&T

EA/DDP _ .
OPPB :
Item # 5 -
Item # 11 -

AR

- { R L ’
Approved For Releaseﬁegwéémé : CIA-RDP73B00296R000100040041-2

25X1A



D L -
Approved For Release 2006/09/25 : CIA- RDP\43BOOZ96R000100040041 2/ 7t 7/

STATINTL JO*Q w ‘VVQ& OSQ A\U\SLOM‘ ‘ B
CQ\‘% o1 ' ’ W\\&M“’d/ CMQ """

Kosygin's statement regardlng defense spending

merely reports the Soviet announced defense budget
data of about 80 billion rubles for 1966-~70. Our
estimates--which include spending for R&D and space
programs amount to 113 billion rubles for the same
period. Without the full text it is difficult to
evaluate Kosygin's comments on national income, but

the New York Times atricle does make the 0ld error of

stating that the Soviet defense budget "burden" is
twice that of the US. This arises when the share

of GNP is calculated in dollars which distorts the
internal Soviel price relationships. When calculated
in rubles;gthe‘éhare of Soviet GNP allocated to

defense is about 7 percent, roughly that of the US.
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8 April 1971

MEMORANDUM FOR: Deputy Director for Intelligernce -
. SUBJECT -+ New York Times Article on Soviet Defense
‘ Spending '

1. The front page story on Soviet defense spending
" in the New York Times, is hardly a "disclosure" as
claimed by Ted Shabad. In discussing budget allocations
over the last five years, 1966-70, Soviet Premier Kosygin
-yesterday announced that a total of 80 billion rubles
($88 billion of the official exchange rate) had gone
for defense purposes. This is the total of announced
Soviet defense spending, exclusive of the research and
development portion carried in the allocation for science.

2, Shabad gets into the complicated question of
the relative burden of US versus Soviet defense ex-
penditures on the two economies. He does this in a
very simplistic fashion =~ the overall ratio of defense
outlays to GNP, implicitly in dollars. However, "burden"
cannot be very meaningfully measured in this way. The .
relative efficiencies of producing various types of

~goods must be taken into account, which Shabad does not
do. )

3. Our impression of Kosygin's presentation of
the allocation question is that once again a careful
balance is being made between the pressures from the
Soviet defense establishment and the need to appease
the Soviet consumer. The process of dealing ad hoc
with overcommitments will almost certainly continue in
the next plan period. ' ‘
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QDORE SHABAD
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MOSCOW April T—=Tlie_ So-
viet Union dxsclosed today _that
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ent international situation,” Mr,
Kosygin sald, “must be stead-
fastly concerned with strength-
ening-of the country's defense
s{capability. Over the last five
7|years 80-billion zubles [$88.9-
billion at the official exchange
rate] has been spent for de-
feﬂse »

“The figure itself was not new,
for it represented the total bud-
get allocations _in 1966-70 for
the maintenance of military per-

sonnel  and the rnrocurement
ol weapons. syslons.

But in the context of ms
tional Income _availabie _mx.
the Premier, it meant that do-
fense activitics apsorbed 24,4
pw cont of ihe ponion of na-

of the iofal narional income,
If _expenditures for science,
amounting to 3

report_delivered _yesterday by
- |Premier Aleksei N. Kosygio be-
-lore the current congress of the
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cluded in the defense share, it

Jwould rise 10 10 Per ceit_ofl:

national income, This conforms|’
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gk‘_gwth purposes, or 7 per cent|,
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national income, were to be -
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most “forthright-

Soviet Communist party. '
1t appeared to be one of the)Bridse ..

acknowied"- Grossword 4.1
the economic_effect  of _the|simnciar

V. N. Proceedings.;
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ly assumed o shoulder defense
- Jexpenditures  roughly equiva-

lent to those of the Undted

‘| States, However, because the

Soviet Union’s gross national
product is only about half that
of the United States, the share

‘of the military-otiented sector

of the Soviet economy is about
twice ag large as the share of
the defense establishment in
the American economy,

Mr, XKosygin's  disclosure,
made in the context of new
national income sta;gxstxcs, ap-
peated to be part of an effort
by the Soviet leadership to

ustify the current economic

' pohcy of & better deal for the

consumer combined with con-
tinued emphasis on heavy in-
dustry and defense.

Leonid I, Brozhnev, the par-
ty leader, appeared to go out
of his way In mis Lkeynote
speech to the congress last
week dn affimuing  that
increased attention 1o consu-
mer welfare in the new five-|b
year plan “does not mean that
we are slackening our concern
for heavy industry,” which is
the basis of the defense effort,

Mr, Brezhnev and Mr, Xosy-
gin are belived to have had two
pressure groups in mind in
wrossinp the neud for {urther

ZKA? Ense i wh'u. has"éoccn

gcncrally 8 consumer orienta-

tmn at the party congress,
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leaders evidently scught to as-

sure the military and other ad-
vocates of basic industries that
Soviet defense capability would
not suffer as a result of SOfno-
what greater allocatlon of re-
sourcer- to consumer needs, On
the 'other hand, supporiers of
even more px'onmmccd ald 1o
the average citizen were ad-
vised that a heavy defense bur-
den did not permit such g
course as long as international
tensions remained,

“The party leader and fhe
Premier thus appeared to be
placing themselves somewhere
in the middle between military
and civilian claims on the na-
tion’s resources. -

Mr. Kosygin's disclosuwre of
the defense burden came about
in rather technical fashion in
a discussion of national {n-
come. In the Soviet Unlon, nas
tional income is treated as a
value-added measure, ropresetts
ing the difference between the
value of goods produced and
the costs of production.

Tne contrast to the traditional

breakdown of national income
uses that conceal the defense
item, Mr., Xosygin presented a
new- set of categories that iden-
tifiedd the defense item as part
of the portion of national in-
come available for growth pur-
poses. This . is the so-called ac-
curnulation, or investment, coms

P RO TS

breakdown, dhe uccumulation

companent over 1 ﬂw last .m
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(83061<hiltion), or about 29 per .
cent of national income, whichl
was 1,166-billion rubles. - |

Within that accumulation
category, the Premier distin.
guished tho 80-billlon Jdéfense
itern, amounting to 244 per|
cent of total accumulation orf ?

7 per cent of national incoma.| -

The sanctioned “debate” in

the party congress continuecd| .

today, with sclected Soviet of-
ficlals and foreign Communist
leaders addxessinb the 5,000
delegates in the ximmlms Pal-
ace of Congresses.

Soviat Lofts Cosmios 405

MOSCOW, April 7 (UPD—The|
Soviet Union today launched]
Cosmos 405, another artificial
carth satellite, the press agency|
Tass &aid, Tass said that Cos-
mos 405 had. an initial orbit

time of 8.3 minutes and an|

orbital angle of 813 degrees.| :
It was & minimurn distance of|,

I

a"e 4, Columii 4 1(

419 miles and maximum of 438|,"

miles from the earth,

Stamp Will Honor Missouri| .
"INDEPENDENCE, ‘Mo., Ap.il {
7 (AP)-—-The official first-day|’
cover envelope designed to
carry a canceled Missouri Ses-

HERdpnAgpats

S. Truman Library. The stamp)
will Do the nation's isst §-cent

P R r I DU I




