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THE MILITARY BUDGET AND NATIONAL ECONOMIC
. PRIORITIES

THE ECONOMIC BASIS OF THE RUSSIAN MILITARY
CHALLENGE TO THE UNITED STATES

MONDAY, JUNE 23, 1969

CONGRESS OF THE UNITED STATES,
SUBCOMMITTEE ON ECONOMY IN GOVERNMENT

OF TEE JOINT ECONOMIC ComMITrEE,
Washington, D.C.

The Subcommittee on Economy in Government met, pursuant to
notice, at 10 a.m., in room S-407, the Capitol, Hon. William Proxmire
(chairman of the subcommittee) presiding.

Present: Senators Proxmire and Jordan; and Representatives Con-
able and Brown.

Also present: John R. Stark, executive director, and Loughlin F.
McHugh, economist.

Chairman PROXM1RE. The subcommittee will come to order.
I should like to take this occasion to express my deep sadness and the

sadness of all members of the Joint Economic Committee at the
death of Leon Herman. Mr. Herman was for many years a
consultant to the committee on matters relating to develop-
ments in the Communist world. As a senior specialist on Soviet
economics in the Legislative Reference Service at the Library
of Congress, he gave freely of his time, and his unstinting efforts in
the coordination of research made it possible for this committee to
provide the Congress and the American people with a vast amount of
useful information helping all of us to more fully understand the
workings of the Soviet system. At the time of his death he was prepar-
ing for these present hearings and also guiding two other major
projects on Communist world developments. His untimely death has
taken from us a trusted friend and able scholar.

This morning the Subcommittee on Economy in Government of the
Joint Economic Committee, begins 2 days of hearings on "The Eco-
nomic Basis of the Russian Military Challenge to the United States."

At this point in the record we will insert the announcement of these
hearings and schedule of witnesses.

JUNE 11, 1969.
CONGRESS OF THE UNITED STATES-JOINT EcoNoMIc CoMMrrrEE, SUBcOMMITTEE

ON ECONOMY rN GOVERNMENT

Senator Willfam Proxmire (D-Wis.), Chairman of the Subcommittee on Econ-
omy in Government of the Joint Economic Committee, announced today that the
Subcommittee will hold two days of hearings on "The Economic Basis of the
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Russian Military Challenge to the United States." These hearings will be held
on June 23 and 24. The schedule of witnesses is attached.

Chairman Proxmire noted that his Subcommittee is currently engaged in an
Intensive examination of the U.S. military budget in the light of overall national
economic priorities. In announcing the hearings on the Soviet military budget and
its national priorities, Chairman Proxmire stated:

"It is obvious that the military potentiality of a Soviet economy that is half the
size of America's- has a central bearing on the size and shape of our own military
budget. Our military thinking and indeed the concern of all Americans with re-
spect to military preparedness Is shaped by the threat-actual and potential-
which the Soviet Union represents to this nation.

"There is a common view that the dictatorship ruling the Soviets has unlimited
resources which it can commandeer at a moment's notice to accomplish whatever
goals it sets for Itself, including, if and when It so desires, marshaling as many
resources as it deems necessary to. accomplish a particular goal-such as mili-
tary supremacy. While most thoughtful Americans recognize this view as a gross
exaggeration, there is a real need to assess the economic capabilities of the Soviet
Union to accomplish its varied objectives."

Senator Proxmire noted, "At these hearings, we shall have the thoughtful
commentaries of outstanding experts who have long followed the course of events
in the Soviet Union. They will give us their appraisal of current developments
and near-term prospects In Soviet affairs. This appraisal can immensely help
Congress in its consideration of our own priorities. It should also provide valu-
able background material for the Congress in assessing our own military needs.

"We hope to obtain from these hearings the best and most current Information
dealing with such matters as: the rate of economic growth in Soviet output; the
proportion of its output going to the military, present and prospective; the prog-
ress of projected plans for farming, housing, and consumption; changes in the
decision-making process and the influence of China and Czechoslovakia on the
course of developments within the Soviet Union and among the other members
of the bloc."

Chairman Proxmire pointed out that the Joint Economic Committee has main-
tained a continuing interest in Red-bloc developments. It has conducted some of
the most authoritative studies in this area and Is uniquely qualified to make
Investigations of economic developments in these most Important areas.

In this context, the Chairman noted that the Committee, through its Subcom-
mittee on Foreign Economic Policy is currently conducting two major studies of
Soviet-bloc countries. The hearings now being announced will serve as a preview
of these more intensive studies to be completed in the near future. "Meanwhile,"
Chairman Proxmire repeated, "the hearings will provide timely background
information for budgetary decisions now being formulated in Congress."

Scheduled witnesses:
Monday, June 28, 1969, 10 a.m.

Merle Fainsod, Professor of Political Science, Harvard University.
George Fischer, Professor of Sociology, City College of New York.
Alex Inkeles, Professor of Sociology, Harvard University.
Thomas W. Wolfe, Senior Staff Member, Rand Corporation (Washington, D.C.).

Tuesday, June 24, 10 a.m.
Abram Bergson, Professor of Economics, Harvard University.
Joseph S. Berliner, Professor of Economics, Brandeis University.
Holland Hunter, Professor of Economics, Haverford College.
Clhairman PROXMIRE. We have with us today three distinguished

scholars who are experts on the Soviet Union: Merle Fainsod, pro-
fessor of political science at Harvard University; Alex Inkeles, pro-
fessor of sociology at Harvard University; and Thomas Wolfe, senior

..staff member of the RAND Corp.
The subcommittee just completed 3 weeks of intensive review

of the U.S. military budget in the context of overall national priori-
ties. In the course of these hearings, it has been repeatedly emphasized
that. the actual and potential threat of the Soviet Union to the United
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States and indeed to the world is the central fact which dominates our
military planning. In announcing these hearings I noted:

It is obvious that the military potentiality of a Soviet economy that is half
the size of America's has a central bearing on the size and shape of of our military
budget. Our military thinking and indeed the concern of all Americans with
respect to military preparedness is shaped by the threat-actual and potential-
which the Soviet Union represents to this Nation.

Thus the relevance of these hearings today is beyond question. Just

as the subcommittee has been examining the ordering of our national

priorities at home, we now ask our experts to help us understand the

political, social, and economic processes at work within the Soviet
Union. Today's witnesses are specialists who can, and no doubt will,
give us a firmer grasp of the source and political forces shaping the
vital decisions which the Russian authorities must make in allocating
the resources available to that country. Can the Soviet Government
devote almost unlimited resources to the Military Establishment or is
it faced with much the same problems as we have found this Nation
facing in meeting its primary objective of achieving maximum na-
tional security and well-being in the long run?

Are the Russian authorities stepping up sharply their military
forces and armaments, and, if so, to what extent are they affecting
other goals, such as increased education and improvement and expan-
sion of their capital base-priorities which in the long run would
provide more efficiency and more output?

We are also interested in how decisions are made to change the
emphasis placed on different priorities. If the Military Establishment
has achieved ascendancy at present, as some believe, what is the like-

lihood that other major groups-say the intellectuals-will regain lost

ground? What pressures can we expect the people generally to exert

as they see their dreams of a better life fading away? Is there any

prospect that dissent can be organized and, if so, in what direction?

Recent developments in Russian involvement with Red China and

Czechoslovakia undoubtedly affect not only the Russian people but

the rest of the world as well. What are the implications of the devel-

opments-for the Soviet? for the United States? Similar questions are

raised by the naval buildup, as well as the reported changed composi-
tionof the military forces.

These are all very general, but also very important questions. Light

on these subjects can be very helpful to the subcommittee, the Con-
gress and the Executive, and the people generally-indeed, hopefully
these decisions mav be helpful to the Congress in its present delibera-
tions on the Federal budget for the year ahead.

As those who have followed the work of the Joint Economic Com-

mittee will know, the committee has had a longstanding and deep
concern for national understanding of economic developments in the

Soviet Union and the impact of those developments on Soviet-United
States relationships. The committee through its Subcommittee on For-

eign Economnic Policy is currently conducting two major studies of

Soviet bloc countries. The current hearings will serve as a preview of

these more extensive studies to be completed in the near future.
Let me now introduce the witnesses who are with us today:
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Professor Fainsod is professor of government and former director,
Russian Research Center, Harvard. He is the author of the classicbook on Soviet Government, "How Russia Is Ruled," first published
just after Stalin's death; it was revised and published in a new edition
in 1963.

Professor Inkeles is professor of sociology at Harvard. He has beena longtime student of Soviet social system for Russian Research Centerand U.S. Air Force. He also specializes in public opinion in the
U.S.S.R.

Dr. Thomas Wolfe-senior specialist on Soviet military in RAND-
is a former senior air attach6 in Moscow, and author of "Soviet Stra-
tegy at the Crossroads."

And I would just like to say before I call on Professor Fainsod tolead off that I have had the great privilege of studying under Profes-sor Fainsod some years ago at Harvard, both in a course in Americanpolitical parties, in a course in communism, and I should say in athird course, a seminar on public administration. I have been for-tunate in having many fine teachers in my life, but I think he is unques-
tionably in my mind the wisest, the best balanced, and most convincing
and persuasive that I have had.

I am delighted, Professor Fainsod, that you are our leadoff wit-ness this morning.

STATEMENT OF MERLE FAINSOD, PROFESSOR Or POITICAL
SCIENCE, HARVARD UNIVERSITY

Mr. FAINSOD. Thank you very much, Senator Proxmire.
I am afraid I can't possibly live up to that advance billing. But atleast we can open the discussions.
As I understand it, the concern of the subcommittee this morningis with the decisionmaking process in the Soviet Union, the way inwhich national priorities are established, and the role of various groupinterests in the establ ishment of priorities.
Let me begin with the political system. In a one-party system ofthe Soviet type in which the ultimate power of decision reposes in aPolitburo oligarchy dominated by party functionaries, interests ex-press themselves in ways quite different from those which prevail inpolitical systems where interest groups are free to organize, to appealto the electorate, and voice their demands before legislative and execu-tive bodies. Soviet politics tend to be bureaucratic politics, and bureau-

cratic politics typically take the form of intra-elite struggles whichreflect conflicting institutional interests and group views. Party func-tionaries who are ait the center of the Soviet political system, may unitein fending off challenges to their predominance, but since their respon-
sibilities encompass the whole of Soviet society, they also reflect thevariety of interests present in that society. Thus, those party function-
aries charged with responsibility for agriculture may plead the casefor agricultural investments, while those responsible for various in-
dustrial sectors may identify with interests in their charge. And simi-larly, regional and republic secretaries assert the claims of their locali-ties, and each section of the party apparatus tends to become theguardian of its own preserve.
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The armed forces have their own interest to safeguard. Like military
establishments elsewhere, the Soviet Armed Forces press for a high
level of military expendituresuand have their own internal problem of
allocating resources between the older, more conventional arms and
the newer strategic nuclear missile forces. There are built-in institu-
tional frictions between the military professions and the party repre-
sentatives in the army who play a watchdog role. The security police
no longer exercise the awesome power which they enjoyed under Stalin,
and like the armed forces, they are party-controlled and penetrated.
But they too have their vested bureaucratic interests and are naturally
concerned to expand their power and influence. Since they live and
grow by crisis and vigilance, they are under constant temptation to
create the incidents which will testify to their indispensability.

The state 'bureaucracy represents another identifiable interest for-
mation. While it may be joined together by a common desire to fend
off undue interference by party functionaries, it is actually divided
and fragmented among various economic and other sectors, each of
which seeks maximum support at the expense of its bureaucratic com-
petitors. Nowhere is the process of bureaucratic politics more visible
than in the continuing battle for the allocation of scarce resources as
spokesmen for the military, heavy industry, light industry, agricul-
ture, and other interests press their rival claims.

Factory and other enterprise managers in trade and agriculture
constitute still another source of pressure. As Soviet press reports
make amply clear, the thrust of their demands for many years has
been more autonomy in decisionmaking and freedom to marshal their
internal resources in the interests of efficient production. Given the
growing complexity of the Soviet economy, accommodation to their
aspirations appears increasingly essential to rational management.

The scientists, too, represent an influential group with growing in-
fluence. The leverage which they exert is maximized because they hold
the key to technological progress. Their crucial indispensability lends
force to their demands for scientific freedom and for adequate sup-
porting resources.

The cultural elite-the intelligentsia, so-called-makes up still an-
other cluster of interests. It is expected by the regime to serve as an
instrument of indoctrination in official party values, but the cultural
elite is itself divided between those who are prepared to accept the
role of custodians of party orthodoxy and others who aspire to func-
tion as critics and innovators. While the party leaders have been
willing to make room for so-called orthodox dissent or within-system
criticism, they have sternly rebuffed and are likely to continue to
condemn any challenge to the party's infallibility.

Even at the base of the Soviet social pyramid rank and file,
peasants and workers are now in a position to exert greater influence
on the course of elite decisionmaking. When collective or state farm
workers respond to inadequate incentives by listless performance in
the public sector, by transferring their energies to private plots, or
by abandoning their jobs to seek better paid work in the industrial
centers, they in effect bargain to improve their position. They vote
with their feet. In the absence of large-scale terror, there is a point
beyond which they cannot be driven. If more production is to be
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extracted from them, improved incentives have to be provided. The
state and party functionaries responsible for increasing agricultural
output find themselves forced to plead the case of their peasant clients.
In a perhaps perverted form, what takes place is a form of indirect
representation.

The same principle applies more or less to the industrial worker.
In the absence of forced labor, workers abandon unattractive jobs in
search of better opportunities. Those who are responsible for the re-
cruitment of labor in difficult circumstances-whether they be enter-
prise directors or party secretaries-recognize that they must provide
incentives and amenities if they are to attract a work force. Willingly
or unwillingly, they become spokesmen for the workers' needs and
aspirations when they argue the case for greater incentives as a key
to increased production.

While it would be incorrect to state that organized interest groups
comparable to those found in pluralistic western societies presently
exist in the Soviet Union, there is evidence to suggest that a limited
degree of group activity does take place. While there is no present
indication of any disposition on the part of the party leaders to
abandon the party's political monopoly or to tolerate the organization
of opposition groups either within or outside the party-indeed there
has been a tightening of restrictions within the past few years-they
cannot escape the problem of responding to the changing social aspira-
tions of an increasingly industrialized and professionalized society or
relating themselves to the variety of interest which it has been spawn-
ing. With the abandonment of mass terror, there is much greater reli-
ance on economic incentives to induce responses which the party lead-
ership deems essential. Moreover, in ministering to the needs and
directing the destinies of a highly industrialized country, the party
leadership must perforce accord greater weight and authority to those
elements in and outside the party who possess the knowledge and tech-
nical skill which make an industrial society work. As the economy and
society become more complex and differentiated, the influence of pro-
fessionalism will probably increase and tendencies toward pluralization
of authority and influence are likely to become more clearly manifest.
As the diverse interests which the party seeks to manipulate exercise
greater leverage, one of the primary concerns of the party leadership
becomes that of mediating and balancing the claims of the functional
and professional groups whose synchronized efforts are required to
maintain the system's forward momentum.

The Soviet leadership, like our own, shapes and reshapes its national
priorities in the context of both domestic and international problems
and developments. The recent history of resource allocations to the
Soviet military may serve to illustrate the process. The accumulation of
domestic problems in agriculture and industry toward the end of
Khrushchev's reign and a somewhat more relaxed atmosphere in
Soviet-American relations led to a cutback in the defense budget from
13.9 billion rubles in 1963 to 13.3 billion in 1964. This is of course the
officially announced budget. After Khrushchev's removal, Kosygin
announced at a meeting of the Supreme Soviet that the defense budget
for 1965 would be further reduced by 500 million rubles as compared
with 1964. As one might expect, the reaction among Soviet military
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leaders was less than enthusiastic, and in the early months of 1965 the
military press conducted a campaign in favor of increased expendi-
tures. Krasnaia Zvezda-Red Star-the official journal of the Soviet
Armed Forces argued in effect that there were no ruble-saving short
cuts to Soviet security.

While this campaign by the military for increased expenditures was
proceeding there appears to have been a disagreement within the col-
lective leadership on the allocation issue. Podgorny who is presently the
Chairman of the Presidium, then party secretary, in a speech at Baku
in May 1965 remarked that "priority development of industry and the
strengthening of defense" were not currently of primary importance.
Less than 2 weeks later, however, he was contradicted by Suslov in a
speech delivered in Sofia. Suslov called for the maintenance of defense
at the "highest levels," even though this might necessitate "material
sacrifices" by the Soviet people.

The conflict apparently was resolved-or shall I say "papered
over"-by mid-1965. In early July, Brezhnev, speaking to military
graduates in the Kremlin, stressed the need "to strengthen the country's
defense capability." Shortly thereafter, Kosygin, speaking at Volgo-
grad, while noting that the upkeep of the armed forces "demands very
large expenditures which we would gladly devote to other branches
of the national economy"-in this way expressing some dissent from
the Brezhnev proposition-nevertheless added that in the present situ-
ation, to economize on defense would be acting against the interests
of the Soviet state and the Soviet people." The military appeared to
have won their point; the 1966 budget registered' fn increase of 600
million rubles. Subsequent budgets registered even larger increases.
From 13.4 billion rubles in 1966, the defense budgets increased to 14.5
billion rubles in 1967, 16.7 billion in 1968, and 17.7 billion in 1969. Nor
do these figures exhaust the sum of military spending. Expenditures
for military research and development, which are hidden in other
parts of the Soviet budget, appear also to have been increasing, if a
recent study by the OECD can be assumed to be correct.

Chairman PROX3ER. Are the ruble and the dollar roughly equiva-
lent?

Mr. FAINsoD. The ruble at the official rate of exchange is a dollar
ten cents. But that of course is official.

Now, meanwhile, we find the Soviet military making a strong case
for additional allocations of resources. The decisions of the Soviet lead-
ership after the 6-day Arab-Israeli -war to rearm its Arab clients, to
enlarge the Soviet Mediterranean Fleet, and to improve the Soviet air
lift capacity underline mounting Soviet political and military commit-
ments in the Middle East and Mediterranean areas although I should
perhaps interject here that this reaching out for influence does not
necessarily imply bringing nuclear power to bear. The occupation
of Czechoslovakia and the prospect of future border clashes with the
Chinese sharpen the case for increase ground forces. The broadening
of the arms race to include ABM's and MIRV's hold out the promise
of still further escalation of military spending.

The Soviet Union is under heavy pressure to devote its energy and
resources to domestic problems, to invest more heavily in agricu;lture,
housing, and consumer goods, sectors of the economy which it has
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historically stinted. But it is doubtful that will yield to such pressure
as long as it feels, to use Kosygin's words, that "to economize on de-
fense would be acting against the interests of the Soviet state and the
Soviet people." Both the Soviet Union and the United States have a
mutual interest in adopting a moratorium in the construction of anti-
missile systems and in limiting the arms race in offensive weapons. But
it is one thing to proclaim a mutual interest and quite another to em-
body it in arrangements and agreements in which both sides can have
,confidence and trust. That arduous task is still before us, and it will
not be made easier-indeed it may become infinitely more difficult-

-if we now launch a new round in the arms race which can only increase
:insecurity on both sides.

Chairman PROXMRE. Thank you, Professor Fainsod.
Professor Inkeles, you are recognized.

STATEMENT OF ALEX INKELES, PROFESSOR OF SOCIOLOGY,
HARVARD UNIVERSITY

Mr. INEELES. Thank you.
I would like to begin my statement by affirming that in our experi-

ence every government operates within some system of constraints.
The structure of international relations, the extent of material geo-
graphic and human resources, and the cultural, social structure and
political patterns of the nation constitute the most obvious and -perhaps
the most important of these constraints. Governments, and those who
exercise their powers, will of course vary greatly in how far they are
aware of these constraints, in how accurately they assess the strength of
them, in the weights assigned to their importance, and in their ability
to counter, avoid, deflect, or capture the forces represented by these
contraints. Even the most absolute of dictators takes cognizance of
some of these forces in making his decisions. In the long run, no leader
escapes their influence entirely, or even in large degree. But this is pre-
eminently the sort of long run to which we can apply the dictum that
"in the long run, we are all dead."

In my estimation Soviet leaders have relatively consistently shown
a keen awareness of the structure of international relations and have
generally made fairly conservative assessments of their ability to dis-
count the system of forces arrayed in the international arena. In the
more recent past the greatest risks Soviet rulers took in the interna-
tional arena were in Hungary and Cuba. Hungary did not develop into
a real test of commitment, but in the Cuban venture their response
to our pressure was decidedly to avoid further confrontation. Allow-
ing for the differences in geographical and strategic position, and
their particular sense of their national interest, we may say that So-
viet decisionmakers operating in the realm of international affairs seem
at least as responsive to, and realistic about, external constraints as
are their opposite numbers in the United States.

Much the same thing may be said of constraints inherent in the ma-
terial resource situation of the U.S.S.R. as it impinges on foreign
policy decisionmaking. We must, of course, acknowledge that the arma-
ments level maintained by the Soviet Union, both in conventional
forces and in nuclear systems, places an enormous burden on the
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economy and, in standard of living terms exacts exceptional sacri-
fices from the Soviet people. Outside the U.S.S.R., however, in the sta-
tioning of its forces on the world scene, and in the commitment to and
actual delivery of military and economic aid, the Soviet leadership
has not shown any marked disposition to extend itself very far beyond
what its resource base permits without severe strain.

In both Cuba and the United Arab Republic the intensity of the
Soviet concern to keep the cost of external ventures down to modest
and firmly calculated levels is readily apparent. Despite the American
tendency to assert its presence, and even to seek dominance, in vir-
tually every theater of the world, the Soviets have largely restricted
themselves to Europe and other areas more nearly contiguous to their
territory. They have found it possible to leave the field in Africa and
South America almost exclusively to the United States. In this re-
spect they seem to have a capacity for reserve superior to that of the
United States, which has not, to anything like the same degree, man-
aged to keep its commitment of resources in Vietnam and elsewhere
either so modest or so subject to advanced planning and precise cal-
culation. Our involvement in Vietnam, in particular, has become a
runaway intervention. There is no record at least known to me,
of anything comparable in the exercise of Soviet foreign policy. We
cannot, of course, say whether the Soviet pattern might not have
been more nearly like ours if either the Hungarian resistance or the
Czech response to invasion had turned into something more sub-
stantial and persistent. Just where the Soviet military have stood in
the making of these policies is not certain; but it seems safe to con-
clude that the Government has evidently not been the captive of any
substantial military adventurism.

The critical difference between the Soviet Union and the United
States in decisionmaking concerning foreign affairs lies in the role
of pressure groups external to the small circle of those professionally
concerned with setting and executing foreign policy. No Soviet for-
eign minister or minister of defense need expect ever to be called
before a legislative committee to justify his choice of policy nor to
defend its implementation; neither need he ever confront a critical,
let alone hostile, press conference of well informed and vigorously
independent correspondents. The press, the radio, and such journals
as deal with political matters will all devote themselves uniformly,
single-mindedly, and assiduously to proclaiming, explaining, justify-
ing and praising the Government's policy as sound, rational, humane,
necessary, progressive and historically inevitable. No organization
of veterans, of area specialists, or of interested professors, no brother-
hood based on ethnicity or religion, nor association of parents or
whatever will ever come forth to declare itself opposed to the official
foreign policy or to favor one or another alternative. If such orga-
nizations appear on the scene at all, they will not be autonomous
sociopolitical entities, but rather will inevitably be creations of and
instruments of the government itself.

Finally, so far as domestic public opinion at large is concerned,
the makers of Soviet foreign policy will usually act as if it did not
exist, or is something to be discounted insofar as it does exist.
A vast army of oral agitators supplements the work of the formal
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media of mass communication to further describe the official policy,
to answer questions, to assuage popular doubts and forestall criti-
cism. Although these agitators also have the nominal responsibility
of transmitting popular opinion upward through the hierarchy, there
is little reason to assume they are very assiduous in reporting popular
confusion and disagreement, if any dare be voiced, in regard to for-
eign policy issues.

Summing up, then, we emerge with a picture of Soviet foreign
policy makers operating in a situation of exceptional freedom from
the sort of pressures exerted by institutions, special interest groups, and
the public at large in the United States. By comparison with the quiet
-and shadowy depths in which Soviet foreign policy is unobtrusively
shaped, American foreign policy is made in a brightly lighted gold-
Rish bowl in which everyone may and does drop a sharp and well-baited
-hook. This is not to assert that even in the Soviet Union the decisions
-reached do not reflect competing interests among segments of the armed
forces, demurrals from economists and national planners, and disagree-
-ments between the adherents of diverging strategies among the poli-
tical leaders and the foreign office experts. Such tensions never were
completely absent in the making of any great nation's foreign policy,
even in the Soviet Union under Stalin. The absence of a supreme
leader has undoubtedly created a climate more conducive to the open
manifestation of such differences. I must leave elaboration of the de-
tails of such struggles as may now 'be in progress to those more special-
ized in this particular branch of Soviet studies. I consider myself a
"Sovietologist," which is somewhat more generic then "Kremlin-
ologist." My point is limited to indicating how exceedingly free the
makers of Soviet foreign policy are from the sort of constraints built
into the institutions and the political culture of the United States.

I would like to turn now briefly to the situation of making foreign
policy and setting domestic goals in the Soviet Union.

In the making of decisions concerning domestic policy the situation
of action for the policymaker is perhaps not drastically altered, but it
nevertheless is substantially changed.

On the domestic scene the analog to the system of international states
would be the system of regional governments. Despite its nominally
federal structure, the U.S.S.R. is an extremely highly centralized state.
The most critical functions are not devolved upon the union republics,
but remain in the hands of national "all-union" ministers. The instru-
ments of force, as represented in the military, border guard, para-
military and main police units are all under central control. The Com-
munist Party, the key instrument of rule and the real locus of power
is organized on a strictly national basis; that is to say, the national
party is not a federation of regional parties as is the Government, and
there is no structure of dual membership, one republican and one all-
union. Men do not rise to prominence in the party because they have a
local base of popular support, but rather come through the bureau-
cratic hierarchy and are assigned to posts, regional or otherwise, much
as are corporate executives or foreign service officers. The allegiance, or
at least responsiveness, of these bureaucrats is almost always to the
center. The governments of regional units, including the union re-
publics which nominally have special constitutional status, are for all
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practical purposes merely local agents of the central powers. The cen-
tral leadership seems to act almost totally without consideration of
the relative popularity of particular measures in different regions of
the country, including the regions most vitally concerned with any
action.

Periodic campaigns conducted against various forms of what is
termed "local nationalism" suggest that purely local loyalties do exist,
and may form a focus for resistance to some policies initiated at the
center. This disorder seems, however, to afflict mainly intellectuals, and
thus to involve loyalties to local culture and tradition, rather than
being manifested by government officials concerned wsith the protection
of local political or economic interests. Undoubtedly there is more of
the latter than the meager public record makes visible to students of
Soviet affairs. Nevertheless, we may conclude that the internal system
of states within the Soviet polity permits the central authorities to
operate with freedom from constraints far exceeding their freedom of
action in the international realm, including that aspect of international
affairs which involves dealing with other Communist nations. Con-
sequently, in setting priorities for national goals the Soviet leadership
enjoys exceptional autonomy and flexibility, especially as compared to
the national governments of the United States, France, Italy, or Yugo-
slavia, in all of which local and regional forces constitute major con-
straints on the freedom of action of the central authorities.

The absence of effective local pressures and resistance is a factor, as
well, in the freedom of action Soviet authorities have over the alloca-
tion and rate of expenditure of natural resources and material wealth
used for domestic purposes. By contrast with the relative caution which
seems to characterize the expenditure of resources abroad, the approach
to conservation of material and human resources at home has, over a
long period of time, been such that we may justly characterize it as
profligate. Most shocking was the callous disregard to human life in the
purges and forced labor camps, but the losses of both livestock and
humans attendant upon the program of forced collectivation of agri-
culture, and to a lesser degree the forced draft industrialization, were
also very substantial. It is difficult to believe that such exceptional
destruction of human and material resources would have been tolerated
in any nation in which the popular will could be expressed politically,
or in which regional or occupational groups could have effectively
made their wishes felt. In the post-Stalin era, however, wanton ex-
penditure of talent and material means has been largely avoided, and
the sin of "giantism" which characterized Stalin's approach to the
building of plants, dams, and the like has been largely overcome. A
more balanced, sober and moderate approach to the use of the nation's
material wealth and human resources now prevails in the Soviet Union.

This shift came about because certain of the alleged objective cir-
cumstances which seemed to justify all-out crash programs no longer
exist; because of differences in temperament which distinguish the
men who now run the Kremlin from Stalin and his cohorts; and be-
cause the exceptional waste inherent in Stalin's approach finally be-
came unmistakably evident in numerous economic indicators which
made it impossible any longer to disguise how far mines had been
depleted and forests decimated. From the special perspective of de-
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cisionmaking, however, we must also take cognizance of a relativelynew phenomenon on the Soviet scene, namely, the emergence of ex-perts who, in the name of efficiency, opposition to waste, and the secur-ing of future national interest, came increasingly to influence policy,even if in modest degree, in much the same way a special interestgroup might in the United States.
Such special interest groups have evidently emerged not only inindustrial management and within the planning agencies, but also, in-deed most notably, in scientific groups having their main base in theuniversities, in major research institutes, and in the Academy of Sci-ences. The most dramatic of these developments in the recent past wasa campaign to save the pristine waters of Lake Baikal from pollutionthreatened by the discharge of industrial waste from a massive newplant to be located on the lakeshore. The pleas of leading naturalscientists, arguing either to prevent the establishment of the plantaltogether or for much greater investment in pollution control, werequite exceptional in the vigor with which they openly challenged adecision evidently taken at fairly high levels in the economic minis-tries. And some editors showed unusual courage in giving so muchspace and evident support to what in an earlier era would have beendefined as economic sabotage and antistate activity, immediatelypunishable by 10 years in a forced labor camp. Interestingly enough,this affair occurred about the same time that the despoilation of LakeTahoe was being discussed in our press by American conservationists.The raising of such moderately independent voices in defense of thenational resources of the country is but one modest sign of a phe-nomenon more widespread in the post-Stalin era. It represents forthe Soviet political system the beginnings, however weak and diffuse,of a tendency toward what political scientists call interest articula-tion." There is, of course, no opportunity to express and formulatesuch interests in anything like the institutionalized way so familiarin the United States and other democratic political systems. There isno Soviet manufacturer's association, nor an association of factorymanagers or of collective farm chairmen, or of conservationists. Thefew mass membership organizations, such as the trade unions, to whichthe Soviet Constitution gives legitimacy, defining them as handmaidensof the party, have absolutely no autonomy. They are not voluntaryorganizations as we ordinarily understand the term. They serve notas vehicles for expressing the interests and views of their membership,but rather as channels for conveying the Communist Party's viewsdown the line and for mobilizing people around goals established bythe national leadership of the Communist Party. Nevertheless, moredistinctive voices are now more often heard questioning immutabledecisions of organizations intimately associated with the supremeleadership, even if not speaking openly against that leadership itself.The most dramatic of these may properly be called voices of dissent. Wemust acknowledge that such truly independent stands are taken by onlya pitiful few, men of exceptional courage who in most cases have beenquickly silenced by assignment either to jail or to mental institutions.Yet these weak voices of a very small minority, entirely without anyorganizational base, apparently are echoed, even if in a very temperedway, in statements and efforts by other groups operating more within
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the system and having an organizational base as much a part of the
Soviet establishment as the Academy of Sciences.

These more cautious and tempered voices are, of course, likely to
be expressed only against specific decisions, and will be exclusively
directed against specific subsegments of the bureaucratic hierarchy
rather than against the central establisment itself. It is not now clear
whether, within the center, the military have succeeded in gaining an
autonomy previously not enjoyed by them, let alone some degree of
dominance over economic planners or the more purely political figures
in the Government. It is my impression that in the Soviet Union the
primacy of politics is still the dominating principle, and that military
considerations are more or less totally subordinate to the political.
The Soviet Union lags far behind the United States in permitting
the articulation of special and popular interests in the process of
national decisionmaking, yet in the primacy of the civil over the mili-
tary interest, the Soviet Union may yet have something to teach us.

Chairman PROXYIRE. Thank you, Professor Inkeles.
Our last witness is Prof. Thomas Wolfe.
Professor Wolfe, you may proceed.

STATEMENT OF THOMAS W. WOLFE, SENIOR STAFF MEMBER, THE
RAND CORP., WASHINGTON, D.C.

Mr. WOLFE. Thank you for the opportunity to be here, Mr. Chair-
man.

THE PROCESS OF POLICYMAKING IN THE Sovmr UNION

Perhaps the first thing to be said is that there is a great deal more
speculation than hard fact about how the process of policy and deci-
sionmakinog in the Soviet Union -really works. In part, this is no doubt
due to the secrecy that pervades many aspects of the governing
machinery of the Soviet Union. Who, for example, presides over meet-
ings of the party Politburo-the top decisionmaking body of the Soviet
system? This seemingly innocent and elementary bit of information
cannot be had from the public record ftoday, much less any candid
accounting of how the collective leadership conducts its business with-
in the Politburo or of the substance of the issues over which its mem-
bers may agree or disagree.

But the fog of secrecy is not the only, and perhaps not even the
chief, impediment to understanding how decisions are made and how
policy priorities are established in the Soviet Union. There is, as a
matter of fact, a great variety of direct and indirect information avail-
able on the activities of the party and state bureaucracies and upon the
issues with which the Soviet leadership is confronted. The problem
perhaps is more often one of interpretation and analysis of this in-
formation, of finding an adequate conceptual model to explain how
the system operates and to help identify the determinants which lie
behind specific "decisions" and "actions" of the Soviet party and
government leaders. Given the differing conceptual models applied to
the analysis of Soviet behavior-each with its own set of assumptions
and its own logic of explanation-it is not surprising that one en-
counters quite disparate descriptions of the Soviet decisionmaking
process and the policies it produces.

31-690-69-pt. 3-2
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TWO CONTRASTING CONCEPTUTAL MODELS

I shall not attempt here to delineate the many conceptual approaches
to an understanding of Soviet "reality" that have been favored at
one time or another by analysts of Soviet society and politics. Let it
suffice, rather, to mention what appear to be the two most sharply con-
trasting models, which bear particularly upon the question of how pol-
icy priorities are established and implemented in the Soviet system.

The first of these has a lineage reaching back to the model of a self-
perpetuating totalitarianism, that was widely employed to describe
the Soviet system under Stalin, during its earlier stages of forced
industrial growth and consolidation of Communist authority and
legitimacy. This model has undergone some revision in the course of
time, in recognition of the fact that, as the Soviet Union has evolved
into a more mature and complex industrial society, there has been a
gradual shift from the totalitarian "command system" of the Stalinist
age to a system of rule under Khrushchev and his successors, which
a ppears somewhat more responsive to pluralistic pressures from below.
However, the basic political assumption underlying this model has
remained essentially unchanged, during the transition from the harsh
autocracy of the Stalinist period to the less rigid oligarchic rule of the
present collective leadership; to wit: An authoritarian leadership, with
highly centralized machinery of planning and control at its disposal,
is assumed to be in a position to make up its mind according to its
own calculation of preferred policy alternatives, and to dictate its
decisions to all subordinate echelons of party and state for implemen-
tation.

Thus, when viewed through the conceptual lenses of this model, the
Soviet policymaking process is seen as the work of a fully informed,
unitary leadership which bases its decisions on rationalized weighing
of pros and cons, costs and gains, and which can be expected to make
more or less purposive choices among a range of courses of action
leading toward its preferred policy goals. In essence, this amounts to
saying that the Soviet leadership is the master and not the captive of
the overlapping bureaucracies over which it nominally presides, and
that, within the parameters of opportunity and constraint which con-
front any government in the international arena, it will seek policy
"solutions" best suited to serve its perceived interests.

I belileve it is fair to say that he unitary, raionalized policymak-
ing model sketched above tends to provide the standard frame of ref-
erence still employed either explicitly or implicitly by many who ad-
dress themselves to the explanation and prediction of Soviet political
behavior. However, this model has come to be challenged increasingly
in recent years by Western scholars looking to the concepts of com-
parative systems analysis and the theory of complex organizations for
other models better suited to interpret the processes of change, diver-
sification, and interest-group politics at work within the formal struc-
ture of Soviet institutions. One finds, therefore, a new paradigm or
model coming into use, which differs notably in some respects from its
predecessor.

Perhaps the basic assumption upon which this contrasting model
rests is that no single centralized leadership entity-even in a highly
authoritarian or totalitarian system-has the time or information at



851

its disposal to make all of the important decisions for the system. Since
the top leadership cannot master all the details and complexities of the
issues with which it deals, it must depend on inputs of information and
technical judgment flowing upward from subordinate organizations.
These organizations in turn operate according to their own bureau-
cratic rules and procedures; they have their own institutional momen-
tum, vested interests to protect, axes to grind, constituencies to please,
traditional claims on the budget, commitments to programs already
laid down, and so on. As centers of partial power in. the system, the
various bureaucracies have a claim to be heard: the way they marshal
their arguments and the skill of their advocacy can help to structure
the issues as they are presented to the top leadership, so that in a sense
the policy options open to it are already somewhat circumscribed be-
fore they become a matter of decision.

Although the Soviet Government is not one of formal checks and
balances, when viewed in terms of this model, the proliferation of power
within a large and complex bureaucratic system like that in the Soviet
Union may in some sense serve as a haphazard substitute for con-
stitutional checks upon central authority. It tends to beget potential
vetoes upon policy and may lead to immobilisin in action, especially
innovatory action that breaks with established ways of doing things.
In effect, this model places the top leadership at the center of a
bureaucratic process which may encumber response to new problems
and situations as often as it facilitates their "solution," and it suggests
that the policies which emerge from the process may represent some-
thing less than the product of optimum choice among a full array
of alternatives. Even what appear to be high-level decisons. reached for
the weightiest reasons of national interest, may sometimes represent
the cumulative result of many smaller and often conflicting actions-
as well as failures to act-at lower levels of the bureaucracy.

Besides emphasizing the effect of bureaucratic phenomena upon
Soviet policymaking, this model also views the top leadership itself as
far from a homogeneous group prepared to speak with a single voice
on the issues which come before it. Rather, the ruling oligarchy is
presumed to have many differing alinements of interest and ties with
various competing pressure groups: it is seen to engage in internal
political maneuvering and to strike committee compromises, which
mav tend to water down its decisions and often rob them of logical
consistency.

Needless to say, one must be wary of attempts to fit actual observed
Soviet behavior into any given abstract model, or to explain Soviet
priorities and decision in terms of any single set of determinants-
economic, strategic, ideological, historical, bureaucratic, and so on.
Nevertheless, if the second of the foregoing illustrative models some-
what more closely approximates the shape of Soviet reality than the
first-as I am inclined to believe is the case-then one may perhaps
draw from it some helpful insights into the Soviet policymaking
process. Specifically, I would offer the following observations:

1. The range of effective choices open to the Soviet leaders-
whether they happen to be reform-minded, rather ebullient personali-
ties like Khrushchev, or more plodding types tending to revert to
neo-Stalinist orthodoxy like the present collective leadership group-
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is probably more circumscribed by organizational phenomena than
commonly supposed.

2. Strong pressures and tendencies to persist in familiar patterns.
of behavior and along established policy courses appear to be built
into the system. This would suggest, among other things, that organi-
zational claimants upon Soviet resources tend to acquire stakes in
adopted programs and to resist dropping them even when they have
outlived their original aim. It would also suggest that large shifts in
the budget, especially in a downward direction, are not easily engi-
neered, and even though the top leadership may so desire.

3. Substantial changes and innovation in policy seem more likely to
occur when the system is confronted by major crises than when it is
rocking along on a routine day-to-day basis. However, since a plentiful
supply of crises-both internal and external-has seldom been lack-
ing, the system seems to labor under more or less constant stress. The
question therefore is: H-low well are its leaders apt to respond to re-
current challenges? What is the quality of its decisions likely to be?

4. Both models offer some basis for judgment, although-as the
rather spotty record of attempts to predict Soviet behavior indicates-
neither is a wholly satisfactory guide. The first tends to see Soviet
decisions and actions directed toward realization of some logically
explicable purpose or intention; the second implies that the interplay
of elite politics and bureaucratic momentum may often have as much
to do with the quality of decisions as logical calculation of costs and
benefits. The bias of the first model is toward suggesting that chal-
lenges will be adequately met by the Soviet leaders-that they will tend
to select a course of -action from among available alternatives that will
produce maximum benefits and mimmum negative consequences, in
terms of a logically consistent set of values and goals. The second
model, on the other hand, implies that the Soviet leaders will tend to
respond to threats or opportunities in ways to.which they are accus-
tomed from past experience and which are feasible in terms of avail-
able resources, organizational practices, and so on-which may or may
not yield constructive solutions to the problems facing the Soviet
Union in an age of pervasive change.

MILITARY POLICY AND SOVIET NATIONAL PRIORITIES

Against this general background, I would like in the time remaining
at my disposal to speak more directly to the question of where mililtary
policy priorities stand in the Soviet scheme of things, and to certain
matters of change and continuity in this field.

In part, at least, Soviet military policy has tended to reflect the
evolving conceptions which have informed Soviet foreign policy under
successive leaderships from Stalin to the present day. In Stalin's time,
the Soviet Union pursued a foreign policy of essentially continental
dimensions, and its military policy remained oriented largely in a
continental direction. In the Khrushchev era, by contrast, the Soviet
Union began to break out of its continental shell to assert its influence
and interests in every quarter of the world. However, under Khru-
shchev, Soviet military power was never fully reshaped to support
a political strategy of global dimensions. His successors. in effect,
picked up this task where Kh0rushchev left it.
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It would greatly oversimplify matters to say that the Brezhnev-
Kosygin regime merely set out in systematic fashion to correct various
shortcomings in the Soviet military posture to match it more pre-
cisely with a specified set of foreign policy objectives. Military power
and foreign policy can seldom be kept neatly in phase; as my earlier
remarks were intended to suggest, policies -and programs in the So-
viet case are conditioned by many circumstances, including the orga-
nizational habits of the bureaucracy; the bargaining interp ay among
various elite groups; the constraints of resources technology, geog-
raphy, and tradition; the pressures exerted on Soviet decisions by
allies and adversaries, and so on.

Nevertheless, it would seem warranted to say that the general direc-
tion taken by Soviet military policy during the past 5 years de-
rives from the regime's attempt to bring the Soviet Union's mili-
tary posture into better line with its growing global obligations and
interests.

This is not the place to go into the details of Soviet military
developments during this period. One need only observe that un-
der the Brezhnev-Kosygin regime the Soviet Union embarked upon
a large-scale buildup of its strategic forces and pursued other mili-
tary programs which have contributed to a notable shift in the Amer-
ican-Soviet strategic balance, and to the further transformation of the
U.S.S.R.-from an essentially continental military power into a more
truly global one. It is-germane, however, to note the governing assump-
tions upon which the military policy of the Brezhnev-Kosygin regime
a ppears to have rested.

These would seem to be:
1. That general nuclear war must be avoided;
2. That deterrence based on Soviet strategic-nuclear power offers

the best guarantee against nuclear war;
3. That the Soviet Union must maintain its traditionally strong

continental military position, both to back up its interests in the cru-
cial political arena of Europe and to cope with the problems created
by the rise of a rival seat of Communist power in Peking; and

4. That the Soviet Union must also continue to develop more mo-
bile and versatile conventional forces-including Soviet naval and
maritime capacities in order to support its interests in the third
world and to sustain its role as a global competitor of the United
States.

In essence, much the same set of desiderata underlay Kihrushchev's
military programs also. What has chiefly distinguished Soviet mili-
tary preparations of the Brezhnev-Kosygin period from those of
the Khrushchev decade, therefore, has been not their general direc-
tion, but their more impressive scale. Despite the high priority set
by the incumbent leaders upon major investment programs and re-
forms to stimulate economic growth and performance, they have
found it expedient to make successive annual increases in the military
budget. Beginning with 12.8 billion rubles in 1965, the figure has
mounted each year: 1966, 13.4; 1967, 14.5; 1968, 16.7; 1969, 17.7
billion rubles.

Mr. Chairman, I have expanded in a separate document on this
point of the allocation of resources between military and other uses,
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as well as a number of other questions upon which I won't go into
detail here.

Chairman PROXMIRI. That separate document will be printed in the
record following your remarks. (See p. 855.)

Mr. Wor`&. Thank you, sir.
I think this steady upward trend in Soviet military outlays repre-

sents a diversion of resources hardly calculated to help the regime
meet its domestic economic goals. Naturally, the question arises:
What has prompted Khrushchev's successors to increase the scale of
Soviet military preparations? At the risk of violating my earlier
caveats against relying on overly facile explanations of Soviet be-
havior, let me, in concluding, venture a few comments on this question.

In the first instance, the Brezhnev-Kosygin regime was probably
moved to break through the ceiling. Khrushchev had sought to main-
tain on Soviet military expenditures by the conviction that the
U.S.S.R. must provide itself with a wider range of military options
and divest itself of a markedly inferior strategic posture in future
Soviet-United States confrontations that might occur-a liability
that was dramatically driven home by the Cuban missile crisis in the
latter days of the Khrushchev decade. Secondly, the war in Vietnam
and an apparent Soviet belief that U.S. military power was being
increasingly committed to the suppression of so-called national libera-
tion movements in the third world probably served also to persuade the
Brezhnev-Kosygin regime that further measures were needed to im-
prove the Soviet Union's ability to project its military presence into
areas like the Middle East, Africa, and the Indian Ocean, in support
of Soviet policy.

But an explanation couched solely in terms of Soviet response to the
perceived posture and policy of the United States falls short of the
mark. The tendency of the Soviet leadership to seek resolution of its
political-dilemima in Czechoslovakia through military pressure-first
in the form of threatened intervention and then by actual invasion-
serves to remind us that problems like arresting the erosion of Mos-
cow's authoritv in East Europe count high also in the pattern of
Soviet priorities. Similarly, new difficulties with China in the Asian
borderlands point to another source of motivation for the strengthen-
ing of Soviet arms.

In addition to such external grounds for a steady rise in military
allocations, the internal play of Soviet elite politics, and especially
the appetite of the military bureaucracy for a larger slice of resources,
are factors which deserve close attention. In this connection, the like-
lihood that the Soviet military heirarchy under the Brezhnev-Kosygin
regime has sought and obtained a more influential voice in decisions
affecting the country's security should not be overlooked, although the
outward evidence available does not-at least in my opinion-indicate
that the traditional hold of the Soviet political leadership on the
machinery of decisionmaking has been usurped by the military.

Finally, whatever the exlanations advanced for the present scale
of Soviet military outlays, I think it is also well to view the situation
in broad historical perspective. Seen thus, the evolution of the Soviet
military posture up to this point in time can perhaps best be under-
stood as part of a larger historical process, still underway, marking the
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Soviet Union's emergence as one of the world's two superpowers and
reflecting the aspirations of its leaders to share the global stage with
the United States.

(The supplement follows:)

SUPPLEMENTARY COMMENTS BY DR. THOMAS W. WOLFE

The remarks below are addressed to several questions treated only briefly or
not covered at all in Dr. Wolfe's opening statement before the Subcommittee.

1. How ARE NATIONAL PIomBITIES EsTABIesHED?

The Communist Party of the Soviet Union lays down broad guidelines and
goals for domestic and foreign affairs through programmatic documents like the
Party Program, resolutions and reports of Party Congresses and Central Com-
mittee plenums, and the like. The Politburo-supported by the Party Secretariat,
the Central Committee professional staff and other organs of the Party appara-
tus-is nominally the locus of power where major priorities and decisions are
arrived at, but policy actually emerges from a wider arena of decisionmaking in-
volving both the Party and the government bureaucracies. Nominally, Party
guidelines and instructions go to the government side of the house, where they
are translated into plans, programs and decrees by the Council of Ministers and
other government organs like Gosplan, the various Ministries, and so on, but in
practice there is doubtless much feedback from these government agencies to
the Party collective leadership. That is to say, outputs from the major bureauc-
racies (economic, defense, police, scientific, cultural, etc.)-in the form of prob-
lems, proposed programs, budget requests, manpower and organizational require-
ments and limitations, etc.-serve as inputs for top-level decisions and accord-
ingly influence them in many ways.

2. WHAT ABE THE RELATIONSHIPS OF VARIOUS GROUP INTEREsTS REPRESENTED 1N
THE ESTABLISHMENT OF PRIORITIES?

The two major elements of the Soviet governing system in a formal sense are-
the Party on one side and the Government on the other (leaving out the Supreme
Soviet, which is nominally the legislative but in reality a rubber-stamping ele-
ment). Perhaps the first point to make is that the inner oligarchy which com-
prises the collective leadership represents an "interlocking directorate" con-
trolling both Party and Government, for some of the men at the top of the struc-
ture wear two hats-occupying high Party and high Government posts at the
same time. According to the setup established after the last Party Congress.
the 23rd, in 1966, there were 19 places in the Politburo and 10 in the Secretariat..
With overlapping assignments, 23 men occupied these 29 places; four of the same
men hold top posts in the Council of Ministers on the Government side.

Historically, there has been some institutional tension between the Party and.
Government apparatuses, and in periods when the offices of First Secretary of
the Party (now General Secretary) and Chairman of the Council of Ministers
were not combined in the same person-as when Khrushchev and Malenkov re-
spectively headed the Party and Government in 1953-1954-there was rather un-
easy rivalry between the two. However, though the present collective arrange-
ment is similar-with Brezhnev heading the Party chain of command and Kosygin.
the machinery of government and industry-the division of labor seems to have
held up better, and there has been little indication of any open Party-Government
rivalry that would pit Brezhnev and Kosygin directly against each other. In-
cidentally, it appears that after the ouster of Khrushchev in 1964, his collective
successors agreed that no single leader should again occupy both top posts.
Whether this will permanently solve the dilemma of potential conflict between the
Party and Government machines remains to be seen.

Apart from the Party-Government relationship, there are of course numerous
group alignments within the system that cut across Party-Government lines.
Some of these groupings have an Institutional or professional basis-Party
apparatchiki, industrial managers, scientists, the military, the security police,
and so on; and within such larger groups there are further interest-group
divisions, as in the military, for example. where one may find differing interest-
alignments among the services, between the professional officer corps and
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political officers, between a new class of military technicians and traditional line
officers, and so on. Another type of alignment within the Soviet leadership, on
the basis of what might be called philosophic outlook, also probably exists,
though attempts to classify such internal factions in terms of hard-soft, hawk-
dove, conservative-liberal, dogmatist-pragmatist or similar polarized groupings
have not been too successful.

In general, the historical tendency of the Soviet system Itself has been to
try to suppress the emergence of autonomous interest groups of any kind that
might develop a life of their own and challenge the leadership monopoly of
the Party, but nevertheless a kind of creeping pluralism seems to have spread
as various institutional and interest groups gradually found more elbow room
within the system after Stalin's demise. Khrushchev's reforms and de-Staliniza-
tion campaign gave Impetus to this process; his successors seem to be trying
to turn the clock back to stricter conformity, but their ability to reimpose
Stalinism In its earlier form in the face of societal change remains to be seen.

The practical question, I suppose, is how much influence can be brought to bear
on Soviet policymaking by interest groups of one kind or another. Unfortunately,
efforts to measure the relative weight of particular interest group combinations
as well as public opinion in general upon Soviet decisions can not be said to have
yielded very precise results, though I don't want to belittle such attempts.
After all, it is not easy to establish and weigh pressure-group influence in our
own society, where access to relevant data Is far easier than in the Soviet case.

To conclude, I think most students of Soviet affairs would subscribe to the view
that even though precise identification of various interest-group alignments
and syndromes can not be made, nor the weight of their influence accurately
measured, important Soviet policy decisions under the Brezhnev-Kosygin regime
probably have tended to represent a kind of "committee compromise" among
contending preferences and factions within the ruling oligarchy-which in
turn reflect to some degree feedback from various interest-groups in the society.

3. MILrTARY INFLUENCE ON SOvIET PoLrcy
Widespread speculation has been heard, especially since the invasion of

Czechoslovakia, that the Soviet military leaders have acquired unprecedented
influence in the policy councils of the incumbent regime. Some Western observers,
in fact, have argued that there has been a major shift of political power to the
Soviet marshals. Although, as my preceding comments on pressure-group align-
ments indicate. I doubt that the kinds of evidence available permit any sweeping
conclusions on this matter, it may be useful to examine some of the evidence and
to offer my own appraisal of its significanee.

There is a long history of recurrent tension in the Soviet Union between the
civilian Party leadership and the professional military. Stalin's purge of Marshal
'Tukachevskii and most of the military high command in 1937, his later postwar
*demotion of Marshal Zhukov, and Khrushchev's troubled relations with various
marshals, including Zhukov, whom he dismissed in 1957-are but some of the
better-known symptoms of a rivalry between Party and military leaders which
historically has always seen the latter put in their place.

For present purposes, one may begin by saying that the problems of political-
military relations under the Brezhnev-Kosygin regime appear to have fallen
in three broad categories: (1) the problems of maintaining political control over
-the armed forces in time of crisis and amidst the hazards which a nuclear-missile
world may hold; (2) those of meshing economic and military planning to cope
most effectively with the resource-consuming appetite of modern weapon sys-
'tems; and, (3) those of balancing military influence on Soviet policy formula-
tion against the need of political authorities to call increasingly upon the pro-
fessional expertise of the military leadership.

With regard to the first category of problems-about which little need be said
here-there has been a lively professional discussion in the Soviet Union during
the past few years which carries overtones of disagreement over existence
arrangements for command and control of the armed forces. Part of this dis-
cussion has dealt primarily with the technical aspects of improving command
and control under nuclear-age conditions.' But the question of the proper politi-

'See Colonel S. Tiushkevich. "The Modern Revolution in Military Affairs: Its Sourcesand Character," Rommunist Vooruzhennykh SRl, No. 20, October 1966, pp. 22-23, N. Ta.Sushko and T. R. Kondratkov. eds.. Metodologiheskie problemy voennoi teorii 4 praktikii,Voenizdat, Moscow, 1966, pp. 69, 243-265, 279.
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cal-military relationship at top levels of decision also has entered the picture.
A considerable amount of attention has been given, for example, to the need for
creating in peacetime the "necessary politico-military organs" to insure coordi-
nated leadership of the country in emergencies, taking cognizance of the fact
that "modern weapons are such that the political leadership cannot let them
escape its control." 2 Implicit in,the commentaries of Soviet military men on this
subject is the suggestion that while they do not question the ultimate authority
of the political leaders, they do worry that the latter may be prone to indecision
in emergencies. Thus, military men like Marshal Grechko have cited lessons
drawn from mistakes committed by the top leadership prior to and in the initial
stages of World War II to make the point that under modern nuclear-age condi-
tions the leadership's "correct and timely evaluation of the situation prior to a
war, and the reaching of initial decisions" have taken on greatly increased
significance."

The second category of problems, arising around the recognized importance of
tying together more effectively the economy on the one hand and the planning
and procurement of weapons for the armed forces on the other, has been fre-
quently aired in the past few years against the background of civil-military com-
petition for resources. Early in the Brezhnev-Kosygin period, the issue of eco-
nomic-versus-defense priorities had been raised in the military press with a series
of theoretical articles arguing that one-sided emphasis on war-deterrence, as
practiced under Khrushchev, could lead to neglect of all-round strengthening of
the armed forces and to questioning of "the need to spend large resources on
them." ' Later, after top Party leaders had publicly declared that "aggravation of
the world situation" precluded "a substantial reduction in military expendi-
tures" and gave their sanction to increases in the defense budget, the profes-
sional military press began to devote an unusual amount of attention to the need
for a coordinated "military-economic policy" to insure "correct and effective use
of resources" and the "solution of all military-economic tasks." 8

In general, military spokesmen conceded that strict Party control of the "com-
plex tasks" of coordinating civilian and military production was necessary,' but
there were also reservations as to the wisdom of allowing economic criteria to
outweigh military requirements. One writer, for example, taking note of concern
about the increasing cost and complexity of modern weapon systems, observed
that it was essential to make optimum use of resources, but argued that in the
last analysis the maintenance of technical-military superiority required that the
quality of advanced weapon systems and not their cost should be "the governing
consideration." 8

Another indication that the issue of civil-military competition for resources was
being contested within the regime came following the death of Marshal Malinov-
skii, the Defense Minister, in March 1967. At that time, there was a spate of'
rumors in Moscow that his successor might be Dmitri Ustinov, a Party civilian
with a long career in the management of defense industry, suggesting internal
pressure for restructuring of the traditional Defense Ministry organization along
more civilian-oriented lines. Had Ustinov taken over the post customarily occu-
pied by a military professional with command prerogatives over the armed forces,
it seems likely that rather sweeping organizational changes would have followed,.
perhaps with the effect of reducing the influence of professional military men on
resource decisions. As it turned out, however, the regime shied away from such a
radical step, if it had in fact seriously contemplated it, and after a brief delay
Marshal Grechko was appointed Defense Minister, leaving undisturbed the posi-.
tion of the military professionals in the defense hierarchy.

2 See Major General V. Zemskov, "For the Theoretical Seminar: An Important Factor for
Victory In War," Krasnaus zvezda, January 5, 1967; Colonel I. Grudinin, "The Question of
the Essence of War." ibid., July 21, 1966.

3 Marshal A. A. Grecbko, "25 Years Ago," Voenno-istoricheskU zhurnal, No. 6, June 1966,
pp. 10. 15.

4 See, for example, Colonel I. Sidel'nikov, "V. I. Lenin on the Class Approach to Defining-
the Character of War," Krasnaia zvezda, September 1965.

K Kosygin speech at the 23rd Party Congress, Pravda, April 6, 1966.
Colonel A. Babin, "The Party-Leader of the USSR Armed Forces," Krasnaia zeezda,-

April 6. 1967; Colonel Ia. Vlasevich. "Modern War and the Economy," Kommuni8t Vooru-
zaennvkh Sit, No. 12. June 1967, pp. 27-33.

7 Babin in Krasnaia zvezda, April 6, 1967.
8 Major General M. Cherednichenko, "Economics and Military-Technical Policy," Kom--munist Vooruzhennykh Sit, No. 15, August 1968, pp. 11-13.
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AVith regard to the third category' of issues in the relationship between civilian
and military leaders-those pertaining to the "permissible" share of military par-
ticipation in- the highest'policymaking councils of the regime-there has been a
wide varidty of evidence to suggest both a more assertive bid by the military
hierarchy for a large voice in decisions affecting the country's security and a
countering response from the political leadership aimed at reaffirming the princi-
ple of Party dominance. This has not, however, been a simple matter of drawing
up sides between the political leadership and the military, but rather a complex
affair in which the Party has been able to summon advocates for its view at will
from within the military establishment and the latter in turn apparently has
found allies within the political side of the house. Neither the manner in which
this internal sparring over the respective roles of the Party and the professional
military has been carried out can be traced in detail, nor can its outcome be
predicted.

Some of the evidence in question goes back to a thinly-disguised debate which
arose in 1966-1967 over what had been la familiar issue in Khrushchev's day
between proponents of a larger military share in the formulation of military doc-
trine and strategy and defenders of the principle of Party supremacy in all
aspects of military affairs. The late Marshal Sokolovskii, an eminent spokesman
during the Khrushchev era for more professional military influence upon the
strategic planning process, was one of those who again pressed this viewpoint.
By way of getting across the point that strategic planning in the nuclear age
demands a high level of military expertise, Sokolovskii in April 1966 cited the
American case, where, according to him, "direct leadership" of the top strategic
planning body, the National Security Council, was "exercised by a committee of
the Joint Chiefs of Staff," even though its nominal head was the President.

The other side of the argument was also emphatically restated. Following a
Central Committee plenum which met in closed session in December 1966 to
deal with the question, a series of forceful reminders of the Party's supremacy
in military affairs appeared in the Soviet press. Among the most trenchant
of these was a previously-mentioned article in early January 1967 by Major
General Zemskov, who stated that solution of the complex tasks of modern war
involving great coalitions and the energies of whole societies "falls completely
within the competence of the political leadership." 10 Although the Zemskov
article rebutted Sokolovskii's contention that military professionals should have
greater access to the top level of strategic planning, it also pointed out that
there was need in the Soviet Union for peacetime creation of a single "isupreme
military-political organ" through which the political leadership would exer-
cise its role. This apparent admission that the Soviet Union lacked adequate in-
stitutional arrangements to effect top-level coordination between political and
military leadership was rather puzzling. In Khrushchev's day, the Higher Mili-
tary Council-chaired by Khrushchev and seating the country's principal polit-
ical and military leaders-had apparently performed this function." If it had
been disbanded, the reason may have been because the collective leaders were
wary of allowing any one man among them to wield the power which chairman-
ship of such a body could bestow. But at the least, whatever arrangements had
been made after Khrushchev's ouster, the curious dialogue over the need for a
"supreme military-political organ" seemed to suggest that the question of mili-
tary access to the apex of political-military policymaking was a vexed one.

A second supply of evidence on the position of the Soviet military leadership
vis-a-vis the political leadership Is somewhat less ambiguous than that noted
above. It stems from events and Soviet activities in connection with the
Czechoslovak crisis in 1968. The tendency of the Soviet leadership to seek
resolution of its political dilemma in Czechoslovakia through military pressure-
first in the form of field exercises and threatened intervention and finally by

Marshal V. D. Sokol-vskii end Maior General M. Cherednichenko. "On Modern Military
Strategy." Kommnims'dt VoorvzheannYkh Sit, No. 7. April 1966, pp. 62-68. Needless to point
out. Sokolovskii's polemical interpretation of the operation of the NSC was not accurate.

I'D Krasnaia zvezda, January 5. 1967.
- "The Hlgher Military Council referred to here, also sometimes described as the Supreme
or Main Military Council. was a body distinct from the system of Military Councils found
within the country's militarv structure at various command levels. Por background discus-
sion of. this institution, see Thomas W. Wolfe. The Soviet Militarn Scene: Tnetitutioa'at and
Defense Pollc Considerations, The RAND Corporation. RM-4913-PR, June 1966. pp.
11-12. See also Roman Kolkowicz, The Soviet Militarye and the Communist Party, Princeton
University Press. 1967, pp. 58-77. 124-143.
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actual inivasion-raised anew the question of military influence both upon high
policy decisions in the Kremlin and upon their implementation.

'There seems to belittle ground for doubting that the Czech episode enhanced
the prestige of the Soviet marshals and increased 'the Party leadership's
dependence on them. Not only did the military professionals play the major
instrumental role in the well-executed military phase of the invasion, but
owing to the inept handling of the political aspects of the intervention by Soviet
political authorities, military men were thrust almost by default Into a combined
military-political role as the only effective representatives of Soviet power in
Czechoslovakia during the early days of the confused post-invasion period. The
subsequent military occupation upon which enforcement of the Soviet writ in
Czechoslovakia largely depended also undoubtedly boosted the internal leverage
of the Soviet marshals within the Brezhnev-Kosygin regime. Furthermore, when
anti-Soviet demonstrations broke out in Czechoslovakia in early 1969 after a
Czech ice-hockey victory over a Soviet team, and the threat of new repressive
measures was needed. an active role again developed upon military leaders as
the executors of Moscow's East European policy. Marshal Grechko's preemptory
visit to Czechoslovakia at this time as the Kremlin's chief trouble-shooter was
widely regarded as proof of the new ascendancy of the Soviet military leadership,
and many Western observers credited Grechko on this occasion with having
succeeded where Soviet political leaders had failed in forcing Dubcek out of
office and returning pro-Moscow conservatives to power in Prague.

While the Brezhnev-Kosygin regime's debt to the Soviet military leadership
thus clearly grew in connection with the Czechoslovak affairs, this did not
necessarily mean, however, that the marshals had succeeded in translating
their traditional advisory role and their enhanced Instrumental position into
fully potent political power within the Kremlin. Indeed. there was other evidence
which seemed to point to a continuing Internal controversy of sorts between
Soviet political and military leadership elements, In which not only symbolic
gestures to reduce the prestige of the military a notch or two were involved,
but in which a number of military spokesmen seemed to be. critical of the
political leadership on issues related to the country's military posture and its
stance toward strategic arms talks.

The 1969 May Day celebration in Red Square provided an example of what
appeared to be a symbolic reminder of the primacy of the political leadership.
At the last moment, under circumstances which are still obscure, the traditional
parade of military formations through Red Square on this occasion was
cancelled, while for the first time in the Soviet era the Minister of Defense was
denied the honor of making the speech of the day. However, an impressive
cluster of Soviet marshals on the reviewing stand, some paces from the front
phalanx of Politburo dignitaries, seemed also a symbolic way of indicating that
the military remained an important part of the picture.

Signs of military dissatisfaction with, and perhaps resistance to the political
leadership's attitude on matters of military policy and the strategic arms talks,
took several forms in the latter months of 1968 and early 1969. One was editorial
tampering in the military press with some government statements on arms con-
trol policy, which had the effect of censoring out expressions of Soviet readiness
to negotiate with the United States on strategic arms limitations." A second
line of military sniping at the political leadership's judgment was pursued by
several relatively junior military theorists who may have enjoyed discreet en-
couragement from higher-placed sympathizers in both military and political
circles.

Among these writers was Lt. Colonel V. Bondarenko, over whose name a highly-
polemical article was published in December 1968 in the twice-monthly journal
of the Main Political Administration of the Armed Forces. The Bondarenko ar-
ticle was notable not only for its forceful statement of the thesis that the Soviet
Union must pursue the race for military-technical superiority which has "its
own logic of development," but also for its blunt assertion that "political organi-
zations and their leaders" might "fail to use the emerging possibilities" offered
by the "revolution in military affairs." 1 Coming at a time when strategic arms

u See, for example. Matthew P. Gallagher, "Red Army's Arms Lobby," The Waahington
Post February 9. 1989.

33{'The Contemporary Revolution in Military Affairs and the Combat Readiness of the
Armed Forces," Kommunist Vooruzhennykh Sit, No. 24, December 1968, especially pp. 24-29.
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talks with the United States were pending, this article appeared to put the
Soviet political leadership (or, at least, some elements within it) on warning not
to entertain agreements that the military deemed prejudicial to the defense of
the country. In addition to the Bondarenko article, there were other thinly-veiled'
warnings from military writers against utopian "illusions' that one can eliminate
the danger. of war and achieve security through disarmament agreements.' 4

A third line was taken up in early 1969 in a series of irticles devoted to Lenin's
thinking on war and military affairs. These articles, most of which appeared in
major military publications and some of which were authored by prominent
military figures, uniformly stressed Lenin's teaching that "imperialism" would
remain implacably hostile to the Soviet state and that the chances of a war to
restore the capitalist system would continue to exist until the historical transi-
tion from capitalism to communism throughout the world was complete.' Given
the insistence in these articles that the threat from imperialism permitted no
slackening of priority for Soviet defenses, it could be surmised that their authors
also were taking part in a concerted campaign for maintaining a high level of
Soviet military preparations, and, by implication, against relying on arms control
negotiations for Soviet security. Rather curiously, despite the heightened aware--
ness of new friction with China growing out of the Ussuri River clashes in
March 1969, none of these authors chose to invoke a potential Chinese military
threat as the rationale for strengthening Soviet military preparedness-although
it seems highly probable that Sino-Soviet discord has in fact become an increas-
ingly important consideration in Soviet military planning.

The upshot of the various developments sketched above seems to be that the
Soviet military leadership-as a pressure group operating within the Soviet-
ruling elite-has acquired greater prestige and influence during the Brezhnev--
Kosygin period of collective leadership than it enjoyed during the Khrushchev
decade. It also seems clear that beneath the surface of relatively harmonious-
relations between civilian Party authorities and the military there are various
intractable issues which generate continuing internal controversy and tension.
The likelihood that the political leadership itself does not see eye to eye ont
some of the matters at issue-economic-versus-military priorities, posture toward
the United States, arms control negotiations, and so on-undoubtedly com-
plicates the situation and probably produces opportunities for the military to-
make its weight felt in the inner politics of the Kremlin.

Beyond this, however, the evidence hardly supports the proposition that-
Soviet marshals have successfully challenged the ultimate authority and policy-
making prerogatives of the Party leadership, or that they even aspire to do so.
The fact that no military man has been taken into the Politburo-where Zhukov
was the only military professional in recent times to gain entry-seems to-
testify to the continuing formal subordination of the Soviet military. So far as
the evidence permits one to judge at this time, therefor, the Soviet political
leadership still appears to enjoy the last word, as was the case during the
first half-century history.

4. TRENDS IN ALLocATIoN OF RzSOURCES-PROSPECT OF SHIFTS

The allocation of resources undoubtedly continues to be one of the more per--
plexing problems on the Soviet leadership's economic agenda. Three pressing sets:
of requirements compete for priority: (1) the satisfaction of consumer needs;'
(2) the military and defense industry claims; (3) over-all economic growth.

In allocating resources, the regime must decide what tradeoffs to make among-
these three major categories of requirements. The more it directs resources toward
the first two, the less remains for investment In the third. And obviously,
failure to promote a high rate of economic growth, in turn, could jeopardize
the attainment of the economic goals set for the current Five-Year-Plan period'
ending in 1970, as well as beyond.

The difficulty of adjusting these conflicting priorities is doubtless among the-
factors that account for the curious omission of any formal ratification of a
"final version" of the current Five-Year-Plan. Similarly, an inability to resolve

" See. for example, review article by Colonel Ei. Rybkin, "Critique of Bourgeois Concep-
tions of War and Peace," Kommunist Vooruzhenngkh Si, No. 18, September 1968, pp. 89-90.

'5 Among the authors were: Marshal A. A. Greehko, In Kommunist, No. 3, February 1969;
General A. Epishev, ibid., No. 6, April 1969; Major General K. S. Bochkarev, in Morskol
ebornik, No. 2, February 1969; Colonel M. Vetrov, in Voenno-istoricheskf zhurnal, No. 3,
March 1969; A. Galitsan, ibid.
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economic priorities in the face of competing claims on resources and the uncer-
tainties of the international situation seems to be reflected in failure to promul-
gate the main outlines of the next Five-Year Plan (the ninth, for the period
1971-1975)-even though the Plan's outlines were supposed to have been com-
pleted by August 1968.

Turning now to actual trends in allocations for the.past.sfew2 years, what: do
we see? *Bdsically; the'regime seems to have put priority upon responding to long-
neglected consumer demands and upon strengthening the Soviet military pose-
ture-at the expense of hoped-for high rates of growth-oriented investment.

A shift in priority with regard to consumer goods was first announced at a
Supreme Soviet session in October 1967, when it was made known that the per-
centage increase in production of consumer goods for 1968 would be slightly
-greater than that of producer goods-8.6% compared with 7.9%. Even though
in absolute terms producer-goods production remained favored by a large margin
(for example, planned goals for 1970 still came to 250 billion rubles of output
for producer goods compared with 100 billion for consumer goods), nevertheless
this was the first time in Soviet history that the growth rate for consumer goods
-exceeded that for producer goods.'This notable reversal of a traditiondl priority
was attributed in part by Western observers to inflationary pressure created
by the fact that incomes were rising at a faster rate than the supply of con-
sumer goods. Again in the economic plan for 1969, the consumer category re-
tains a slight edge in growth rate of 7.5% over 7.2% for producers-goods output.

These concessions to consumer expectations, meanwhile, were accompanied
by a continuing upward trend in military allocations in both 1968 and 1969. In
1968, for example, there was a 15% increase in defense allocations, and the
possibility of an even larger boost in military expenditure was suggested by
expansion of the "unattributed" residual in the state budget, much of which
is generally believed to cover unannounced defense outlays. (This residual in-
creased to 9.4 billion rubles in 1968, compared with 5.3 billion in 1967). The
persistence with which a high priority for military expenditures has been sus-
tained in the allocation pattern under the Brezhnev-Kosygin regime is illustrated
by the figures below:

Announced Percent of
military budget total state

Year (billions of rubles) budget

1965 -12.8 12.6
1966 -------------------------------------------- 13.4 12.7
1967 -14.5 13.2
1968 -16.7 13.5
1969 -17.7 13.2

With regard to investment for long-term economic growth, the trends of
the past few years show consistent slippage behind planned rates. This first
became apparent with the announcement of a readjustment of the Five-Year-Plan
priorities in October 1967, when projected over-all investment growth for the
1966-1970 period was lowered from 47% to 43%. Investment shortfalls, comr-
binded with such factors as a sluggish rate of growth in labor productivity,
introduction of a five-day work week and lagging retirement of obsolete plant
equipment, evidently contributed to a decline in the industrial output growth
rate in 1968. (It fell to 8.3%, later amended downward to 8.1% for 1968, com-
pared with a claimed growth rate of about 10% for 1967.) In agriculture, in-
vestment also slipped, lagging in 1968 about 10% behind the planned rate; para-
doxically, this may have been due in part to the good harvest of 1966, which,
according to Dmitri Polianskii, the Party leader in charge of agriculture, had
"gone to the heads of some comrades" and prompted them to believe that agri-
cultural investment should be cut back to permit diverting resources to other
claimants. These comrades evidently had their way, as indicated not only by
the 1968 lag in state investment in agriculture, but also by the fact that agricul-
tural investment for the first three years of the current Five-Year-Plan fell 4.4
billion rubles short of the 21.2 billion which Brezhnev in 1965 had said was
intended for the period.

Another aspect of the investment picture suggesting that earlier priorities
had gone awry was the distortion which showed up between centralized and local
investment. The former, intended to insure centralized control of resources for
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major. national projects, was, originally scheduled by the Brezhnev-Kosygin re-.
gig e -to omprisp e the bulk of total planned inv estment. I n ;practice, however,@
partly due to. the decentralizing. features of the economic reform program,'
local investment tended to increase more rapidly than planned, Thus, for ex-
ample, though'centralized investment in 1968 came to 43 billion rubles, local
investment proliferated to 18.5 billion, constituting a somewhat larger proportion
of total investment than planned, and presumably diverting some resources from
higher national priorities.

What ' the prospects may be for any substantial shift in the basic pattern of al-
location priorities discussed above, it is difficult to say. The 1969 planning.figures
announced in December 1968 foreshadowed no. major new directions in the short
term, leaving one to assume that only incremental changes in existing priorities'
are to be expected. Perhaps the principal exception concerns the investment sec-
tor, where. plans for. 1969 call for correcting the imbalance between centralized
and local investment. (Total investment, for example, is scheduled to rise from
61.5 billion rubles in 1968 to 65.2 billion in 1969, while centralized investment
goes up from-43 billion to 46.6-figures which suggest that the entire increase
of slightly more than 3.5 billion rubles is to be reserved for the centralized sector.)
However, although this adjustment within the investment category reflects
concern to channel available investment resources more effectively toward na-
tional economic-growth projects, it does not betoken a major departure from
the over-all pattern of priorities.

Chairman PROXMIRE. Thank you, Mr. Wolfe.
In the closing part of your remarks you make an alarming conclu-'

sion. You say that "the traditional hold of the Soviet political leader-
ship on the machinery of decisionmaking has been usurped by the
military."

Let me see if I can ask you a specific question on that.
Mr. WOLFE. Senator, let me check the text. That was not my inten-

tion. The text reads:
The evidence available does not ... indicate ...

Chairman PRoXMITPE. I feel better. That was called to my attention
by the staff. I apparently wasn't alone in my interpreting that con-
clusion.

Let me ask you in that connection: Some observers of the Soviet
Union have concluded that at least partial deployment of an ABM,
and possibly the testing of AIIRV's of which we aren't very certain,
indicate that the Soviet Union is striving for a first-strike capability.
Do you interpret the Soviet Union's current defense posture as indi-
cating that they are striving for a first strike?

Mr. WoLF. I personally do not interpret it this way. However, let
me say that I think the evidence that is available lends itself to several
kinds of interpretations. The Soviet targeting doctrine is quite am-
biguous; for example, as to whether the Soviet Union has in mind a
preemptive attack which would be tantamount to first-strike attack or
not, it is quite ambivalent on this point.

Likewise, the characterization of some of the systems they have been
building, as the public discourse on this matter indicates-the case, for
example, of FOBS, which has no rational explanation other than for
use against soft targets in a very minimal warning mode-these things
also lend themselves to this sort of interpretation.

If I may advert to my earlier remarks, I think it may also be a mis-
take to always look for an essentially rational tie between each action
and whatever its antecedent causes were. It is quite possible that there
may be bureaucratic interests and commitments involved to programs
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of this kind which hate-no particular beating on a particular targeting
philosophy at all, either first strike or retaliatory strike -but simply
represent the vested interests of a group of designers and others who
have committed themselves to this priogram and who are carrying it
out.

I am not in a position, and I don't think anyone else is, to document
this kind of speculation in great detail, the information is just not
available.

Chairman PROxrInip. Given the resources and productive capability
of the Soviet Union, are they capable of developing a first strike within
the next year or so, an effective first strike against this Nation, in your
view?

Mr. WorFE. I certainly would not feel they would be within any-
thing like the next year or so, given the present balance of forces on
both sides. Over the course of the next decade I would hesitate to pre-
dict what the outcome of an unrestricted military competition might
be. I think if it were to be unrestricted, if both sides were to go all out,
as it were, perhaps our superior resources would enable us to come out
at the top. But in my judgment I don't think our society is disposed
to use its resources in this fashion for an all-out and unrestricted arms
competition.

Chairman PROXMIRE. Your conclusion is that within the next decade
or so conceivably they could develop an effective first strike with which
they could demolish our capability for retaliation?

Mr. WOIFE. Yes, sir.
Chairman PRO3XMIRE. Now, in testimony heard before this subcom-

mittee several weeks ago former Budget Director Charles Schultze
argued that U.S. support of an ABM and MIRV simultaneously
could be interpreted by the Soviet Union as our going for a first-strike
capability. How do you appraise this assertionI

Mr. WoLFE. I think there is a little bit too much mirror image in
Mr. Schultze's assertion. I don't believe the Soviet Union is partic-
ularly concerned about U.S. deployment of a modest ABM system.
I think if the United States began to deploy a very large ABM system
the Soviet Union would begin to have some concerns of this kind. In-
my view-and I must say this is based not only on my understanding-
of Soviet doctrine and professional publications, but on a number of
extended conversations with Soviet representatives on this very sub-
ject-the Soviet Union would tend to be surprised if we didn't show-
some interest in an ABM system.

Chairman PROXMIRE. You just told me that you don't, as I under-
stand you-perhaps I misunderstood you-but I understood you to say
that they could very well within the next decade develop a first-strike
capability. We have to be alert to that and prepared for it and pre-
sumably react to it. Why shouldn't they view any action of this kind
on our part the same way?

Mr. WOLFE. As I understood the Senator's question, it was Soviet
reaction to ABM.

Chairman PROXMIRE. ABM and MIRV, both.
Mr. WOLFE. I am sorry. I was concentrating my answer on the ABM

portion of your statement. And I don't think in the Soviet case that
there is a great concern with ABM standing by itself. Now, if the;-
United States-
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Chairman PROXxiRE. We have been testing MIRV's, haven't we?
Mr. WOLFE. Yes, we have begun to test them. And the Soviet Union

has its own program for multiple reentry vehicles.
Let me make one point clear. I am not an advocate of ABM. My

public pronouncements before have put me in the position of deplor-
ing the tendency to go in this direction. But I would also like to say as
a witness, a so-called expert witness on Soviet attitudes, that I do
find it a little discomforting to find people who occupy essentially the
same position on ABM employing an interpretation of Soviet views
and Soviet reactions which I don't think accords with the way the
Soviets are likely to react, at least in my limited knowledge of how the
Soviets view these questions.

Thank you for the opportunity of making this little excursion.
Chairman PROXMIRE. I got the distinct impression from all of you

gentlemen-perhaps I am being unfair to one of you and perhaps
not-that you feel that what the Soviet does with regard to their mili-
tary effort, their military budget, depends to a considerable extent
upon what we do; if we build our nuclear power they will retaliate,
and if we do not, on the basis of our historical experience, they seem
willing to relax as we relax. Is this a misstatement of the view of any
of you gentlemen ?

Not that it is inevitable, but on the basis of historical experience
this has been the pattern.

Mr. FAINSOD. Well, if I may just interject, I think this has been
the historical pattern. But I would also assume that at the level of
R. & D. they are seeking, as I suppose everyone else is seeking, for
breakthroughs of one kind or another, in the hope that they can
achieve something which will be an improvement over the existing
relationship.

But, by and large, it seems to me that as one studies the evolution of
Soviet military expenditures it can largely be explained in terms of
the action-reaction pattern.

Mr. INrELES. I think I would share that sentiment.
Mr. WOLFE. I guess I will be the dissenter here again, on the same

ground that I took before: that I think the attempt to make this kind
of a generalization carries the evidence much too far. There are as
many cases in which the Soviet Union has been the initiator of particu-
lar weapons systems that the United States has not chosen for one
reason or another to go into. Let me mention three major ones just
offhand. One of them is FOBS, one of them is very large megatons
weapons which we have never chosen to exploit. And another is the
land-based mobile intercontinental missile. There are three major sys-
tems that the Soviet Union has decided-

Chairman PROXMIRE. That might not be consistent with the posi-
tion taken by Professors Fainsod and Inkeles. It is possible that they
might go into other weapons systems and take the initiative in doing so
just as we go into other systems that they don't, building aircraft car-
riers, for instance, and do other things that they don't. I don't see why
the notion that they are building new weapons systems necessarily
means that they are taking an overall initiative. The statistic that
sticks in my mind is the period in 1964-65, or 1963-64, when they re-
duced their military budget partly in response to an apparent relaxa-
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tion of U.S.-U.S.S.R. relations. Now, it may be at that very time
they were building new weapons systems. But their overall investment
commitment to their military budget apparently was being reduced.

I would like to ask Professor Fainsod this: Professor, you referred
to Soviet politics as "bureaucratic politics," and that one of the pri-
mary concerns of the party leadership is that of mediating and balanc-
ing the claims of the various groups making up the bureaucracy.
Under the present leadership the military appear to have the upper
hand, or at least more dominance than they have had in some recent
periods. You know they are under heavy pressure to devote more re-
search to domestic problems. Do you see any signs that this pressure
for domestic commitment is growing, or can the leadership continue
indefinitely to be subjected to military demands?

Mr. FAINSOD. I think there are limits. If the leadership is prepared
to turn to the kind of patterns that Stalin used, I am sure that it can
put a much greater squeeze on the people in terms of standards-of-
living sacrifices. But I think in the present state of development of
the Soviet economy this kind of pressure has become counterproduc-
tive, that essentially the case for using economic incentives rather than
mass terror is a kind of production case. If, of course, the leadership
feels itself in very great danger, I have no doubt that it would not
hesitate to use very repressive means. But if it sees its future in terms
of increases in productive strength, whether it be on the military or
nonmilitary side, it seems to me it must and has turned increasingly
toward the use of incentives as a way of evoking contributions to pro-
ductivity.

So that in this sense the groups of which I spoke, and even just ordi-
nary workers, ordinary farmers, are in a position to affect priorities
to a degree which they weren't able to affect them before.

Now, this doesn't mean that the leadership is at the mercy of this
environmental group activity. It can make calculated concessions of
a rather modest sort. And I think on the whole its concessions can be
so described. And when it feels under pressure to increase its military
budget as it has in these last few years, something has to give. And
if you study what has been happening you will notice that what has
been giving has been investments in agriculture. And this has been
openly acknowledged by Brezhnev in a recent statement. And indeed
there have been pleas on the part of some party figures like Polian-
skii who have a special responsibility for agriculture for increased
allocations. Such information as we have indicates that the Soviet
Union probably faces a pretty poor harvest this year as a result of
bad winter weather and a good deal of damage to the winter wheat
crop. So that there may be pressure from that direction generated by
natural developments as well as bureaucratic developments.

But one of the things that has happened is a cutback on investments
in the agriculture sector, which I assuine is in part a response to prior-
ity pressures from military and other areas.

Chairman PROX-MIRE. My time is up. I will be back.
Senator Jordan?
Senator JORDAN. I should like to ask a general question and call for

a volunteer to answer it.
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What percent of the gross national product of Russia is now dedi-
cated to defense expenditures?

Mr. FAINSOD. I believe you will have more competent testimony on
this subject tomorrow when you have the economists appearing before
you. And I suspect there are some disagreements even among them. At
the best, it is informed guesswork or informed speculation. But in
looking at the testimony of Professor Hunter, who will appear before
you tomorrow, I notice that in his table 2 he makes certain estimates
in percentage terms. And the estimate for the 1969 year is 9.5 for
defense. And the figure as he defines them have been running-if I
start with 1965-9.0, 8.8, 8.9, and 9.6, and now 9.5.

Senator JORDAN. Thank you. I didn't realize
Chairman PROXMIRE. Will the Senator yield at that point?
Senator JORDAN. Yes.
Chairman PROXIIRmE. Does that include the hidden items as well?
Mr. FAINsoD. I think this is a, question that would best be addressed

to Professor Hunter.
Senator JORDAN. I shall get on to a discussion of attitudes rather

than economics, since this is a special field of expertise in which you
gentlemen appear this morning.

Dr. Wolfe, in your statement you say that "under the Brezhnev-
Kosygin regime the Soviet Union embarked upon a large-scale buildup
of its strategic forces and pursued other military programs which have
contributed to a notable shift in the American-Soviet strategic bal-
ance, and to the further transformation of the U.S.S.R from an essen-
tially continental military power into a more truly global one."

Taking the last part of your statement first, how do we account for
the Cuban adventure of 1962? Was not that a. global venture for the
Russians?

Mr. WOLFE. Yes; I think in one sense it certainly was geographically
a global venture. I think perhaps some of the political aims of the
venture in Cuba were probably continental.

In my view one of the primary targets of the Cuban adventure was
Berlin, and an attempt by the Soviet Union to bring a kind of pres-
sure to bear on political problems in Europe as well as in this hemis-
phere. But I see this whole episode as part of a larger historical
process by which the Soviet Union has gradually become more in-
volved in the affairs of the world than it used to be.

Senator JORDAN. Do you think the U.S. response to this arms
buildup in terms of a vastly increased military capability has been a
reasonable response?

Mr. WOLFE. I think the debate in the United States at the moment
is precisely over what the response should be to the Soviet buildup. I
think there is a traditional lag, and of necessity there is a debate in
a society like ours on large questions like this. And what it seems to
me is very much at issue in our public debate and discourse today is:
How should be respond to this change in the historical situation we
have been accustomed to, a change which means that the Soviet Union,
while not yet in strictly power terms on a par with the United States,
is certainly moving closer in that direction?

Senator JORDAN. Do you think that this strategic balance has shifted
rapidly toward an equality of arms between the Soviet and the United
States ? Is that the trend ?
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Mr. WOLFE. I think the trend since roughly 1966 has been for a rapid
shift in the land-based elements of Soviet strategic delivery power. I
don't think we need to recite the figures here. But so far as I recall, the
last ones in the public domain were that the Soviet Union had built
up to the present moment some 1,200 land-based ICBM launchers
which, as one knows, is a slightly larger force than that the United
States had long ago programed and built in about 1965-66. This
does represent, however one wants to interpret its political conse-
quences, a shift in the established accustomed balance of strategic
military power. And similarly in other areas which I don't go into
detail about in this paper there have been shifts of some consequence,
particularly in naval forces.

Senator JORDAN. Professor Fainsod, when Walter Reuther appeared
before this committee last week or perhaps 2 weeks ago, he said, "I
personally think the Soviet Union desperately needs a desescalation in
the arms race because they can't meet the new pressures."

It was his opinion that there is substantial pressure in the Soviet
Union for a decline in defense spending and an increase in consumer
goods. How effective do you believe this pressure is in the Soviet Union
now, and how well is it organized? Do you feel that these pressures
are substantial enough to overcome the opposing pressures for the
military, for increased military spending 2

Mr. FAINSOD. The problem here is the word "pressure," and how
you translate pressure into action. I think I would prefer to use the
word "aspirations," that there is tremendous pent-up aspiration among
Soviet people for more consumer goods, for better housing. This, l
think, is undeniable. But the problem here is how one makes this kind
of aspiration effective. And the way in which I think it tends to be
nade effective in the Soviet system-if I can go back to what was

said earlier-is that the leadership itself has found that it can get
more out of people by providing more in the way of incentives. And
more in the way of incentives means making available more in the
way of consumer goods and more in the way of housing. I think that
there may be some within the Soviet leadership who would put more
weight on ministering to those aspirations than others.

And I think there have been indications of some division of view
on this question within the leadership in some of the speeches made
in particularly the period immediately after Khrushchev's downfall
and indeed in the Khrushchev period, too. There are differences. But
I think if the chips are really down, and it is a question of the lead-
ership's view of where security lies at a given moment, considerations
of national security are likely to take precedence.

Senator JORDAN. The chairman was discussing with you the question
of the Soviet attitude versus the Soviet capability.

I gathered that you interpret the escalation in the arms race being
one of action and reaction. Mr. Inkeles, in that instance, if that is
true, how do we explain the fragmental orbit bombardment system-
FOBS-the plans of the Russians to evacuate the cities, which must
be part of an offensive plan rather than a defensive system? How do
we explain the development of high-megatonnage weapons systems
and air-to-air nuclear systems that they appear to be deploying, and
for which we have no counterpart?
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Mr. INKELES. I can't claim to be an expert in the technical questions
which are raised by the choice of one or another system of offense or
defense. So I would like, if I might, Senator Jordan, to respond to
your question by putting it in a somewhat broader context.

I would suggest that there are two ways in which we can assess the
Soviet pattern insofar as it involves reaction to action by the United
States. One is to make, as you have suggested, and as many of our
experts are able to do, systematic lists of different weapons systems
and consider over time how those weapons systems have been put in
one or another kind of balance, and derive from that a picture of
action and reaction. I myself would incline much more to a model
which emphasized the general conception that Soviet leaders have of
the nature of the world situation, and of their place in it, and the goals
and priorities that they have set, the objectives they have established,
and the particular sensitivities that they manifest.

In that context I would, as I believe Senator Ptoxmire would, say
that although there are certain systems possessed by the U.S.S.R.
alone-such as the FOBS systems, the large megaton weapons, the
land-based delivery systems which were mentioned by Mr. Wolfe-
all of these probably can be matched by systems which the United
States developed which are not precisely matched by the Soviet Union.
And I think in both cases what is involved is that the leadership of
both countries is attempting to make an assessment of their general
position vis-a-vis the other major power, because most of this exchange
does involve the relationship between the Soviet Union and the United
States more or less exclusively as the central focus of concern on the
part of the leadership on both sides.

I consider that any such assessment is inherently very unstable. It
might shift markedly at any time. No one can say with precision which
direction it will go in. But I would say that if you read the historical
record the Soviet leaders have apparently either not had the prime
intention, or they have not had the confidence, to believe that they
could impose their control and dominance over the entire world, whlat-
ever their aspiration in that direction may have been.

Immediately after the Second World War they showed a very
marked movement in the direction of broad expansion of the base
of their power, one which was so marked that it left many people in
the West very uncertain as to whether or not the Soviet Union meant
simply to keep going, eventually attempting to establish its dominance
in all parts of the world. As we discovered later-and it may have
been in part because of our reaction-they seemed to come to a halt,
mainly in Europe. And therefore we speak of them, as I think Mr.
Wolfe properly does, as having followed mainly a continental strategy,
although at times seemingly threatening to us.

At a later 'period of time there have been substantial movements
outside of that relatively more circumscribed realm to new sites in
which they were attempting to maintain forces 'and systems of de-
livery. The* Cuban case is one outstanding example. But I would say
that if you take the number of sectors of the world in which the Soviet
Union might have attempted to assert such -a presence, or if you
balance it along side the number of places in which the United States
attempted to and did successfully assert its presence, Soviet action does
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not seem to add up to a picture in which there has been for a long
time a clear, well-developed Soviet plan to become a truly global
power.

The U.S.S.R. has sought to be a world power in the sense that it
has been very eager to prevent the United States from having free-
dom of action which went beyond certain very definite limits. I sup-
pose we must assume, because we must assume this of any leadership,
that the Soviet leadership would be very happy to have its influence
extended further. But as to action in that direction, I believe one can-
not make a very marked case for it. The recent involvement in the
Middle East is probably the chief additional exception beyond Cuba.
In the Cuban case the Soviet pressure on Cuba, I believe, has been
mainly to get them to cool it rather than to get them to intensify their
revolutionary activity in South America at large. And in the case of
the Middle Eastern situation, distressing as it may be to us to see the
relative shift in the balance of forces that has occurred there, I be-
lieve that the Soviet role has been, relatively speaking, one of attempt-
ing to temper the situation to avoid further escalation on a large scale.

And so on balance I would say that the Soviet effort has not been to
establish itself in the physical sense as a presence in all parts of the
globe.

Senator JORDAN. Thank you. My time is up. I will be back.
Chairman PROXMrIRE. Congressman Conable?
Representative CONABLE. Thank you, Mr. Chairman.
I am very interested in the question of constraint on leadership, both

at home here and in the Soviet Union. And here, of course, we know
very well the constraints on our leadership. There are constitutional
problems, and there are political problems.

In the Soviet Union I think one example of the type of bureau-
cratic constraint that you have been talking about-particularly you,
Mr. Inkeles-relates to a comment you frequently hear about Cuba,
the fact that the present Russian leadership would not have gone into
Cuba as eagerly and as quickly as Khrushchev did, but having got
there they would not have backed out as easily either, the implication
being that collective leadership is considerably less flexible than the
leadership of the top personality. Would you gentlemen agree with
that assessment? Mr. Inkeles?

Mr. INKELES. I think I would be prepared to say that it is likely
to be less innovative, because I think it is very hard when you are
having collective action to develop a clear-cut simple, sharp, and un-
ambiguous policy.

Representative CONABLE. But having made a decision it is very
difficult to change it also, isn't it?

Mr. INKELEs. I was going to enter a reservation on that score, al-
though I think the question you raise is a difficult one, to which social
science has no immediate present answer. But I believe that very often
one of the things that happens in collective leadership is that it is hard
to maintain a position, because the certainty that one individual has
about the correctness of his policy can often be more easily maintained
than is possible in a committee session in which individuals are sub-
jected to very substantial cross pressures. Committee rule may there-
fore make policy more inflexible and unwield]y in many ways, and in
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other ways it may make it very difficult to maintain, at all odds and
in the face of substantial pressures, a position to which you had pre-
viously committed yourself.

Representative CONABLE. Henry Kissinger in his recent book on
foreign policy puts a good deal of emphasis on the restraints bureauc-
racy imposes on leadership. I wonder if you gentlemen would feel
that this is more likely to be true, or if leadership in the Soviet Union
today is more likely to be constrained by crises of one sort or another
domestically; not necessarily the rise of expectations in the consumer
goods area but problems like the failure of crops, and so forth. Are
these domestic crises more likely to be constraining influences than the
functioning of a bureaucracy as such?

Professor Fainsod, would you like to answer that?
Mr. FAINSOD. Certainly these natural restraints are restraints that

are unavoidable.
But I think the bureaucratic restraints of which you spoke are also

extremely important. And one has a sense, for example, that one of the
real contributions to Khrushchev's own downfall-there were many,
many reasons which go to explain it-but one which is not often made
as much of as I think it ought to be, was his effort to shake up the
bureaucracy of the party, and indeed of the state administration, too.
And in the process he in a sense undermined his own base of power.
And one of the characteristics I think of this period since Khrushchev
has been a rather remarkable degree of bureaucratic continuity, and
in the restoration of the people who were demoted by Khrushchev from
positions of influence, a tendency on the part of the leadership to simply
become older rather than to be turned over in the form of purges-
a tendency, in other words, to play along with the existing bureaucratic
structure. And this may well also go along with the problems of col-
lective leadership.

Representative CONABLE. Professor Fainsod, would you give the
same credence to the Lake Baikal incident that Mr. Inkeles gave us?
I am interested in that because it seems to me that the Government
itself publicized this dispute over pollution to a substantial degree,
and that the dissents that were made were largely technical. Was that
really a manifestation of significant dissent, or was that some sort of
a show?

Mr. FAINSOD. I wouldn't regard this as a major demonstration of
dissent in a political sense at all. But that it does indicate a kind of
sensitivity to the problem of pollution I think is evident, and I suspect
not merely shared by lovers of beauty in the Soviet Union outside the
top party leadership, but also by some people in the leadership who
gave more weight to this than they would have in an earlier period.

Representative CONABLE. Do we find many examples of such type
of dialog in the Soviet Union today?

Mr. FAINSOD. I think the significant dissent is not the dissent which
expresses itself in the official press. We do have to a degree. I think,
that is unparalleled compared to the Stalinist period. we do have a
series of protests, a reaching out for more freedom, that is manifest
among intellectuals, and manifest, I think, in the scientific community.

Representative CONABLE. There still is not political dialog as such, is
there?
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Mr. FAIN-SOD. Not in the sense of its being a part of the regular poli-
tical process. It is underground, more or less.

Representative CONABLE. One other question I would like to ask-
and I would like to ask Mr. Wolfe this-is the evidence that the Soviet
Union is apparently preparing to expand its aid to North Vietnam
the result of military pressure, or is it the result of political decision?
To what extent is tie Soviet leadership constrained by the Chinese
difficulty, particularly with respect to foreign policy matters?

Air. WOLFE. I think Soviet relations Wvith China perhaps have a
great deal to do with the development of Soviet policy in Southeast
Asia. I think, in connection with the event you have just adverted
to, the apparent intention to increase military support of Hanoi, I
think Mr. Brezhnev's reportedly veiy interesting comments made at
the recent meetingf in Moscow of world Communist Parties, about the
necessity of bringing into being some sort of Asian diplomatic and
political alliance as a counterwveiglht to the Chinese, is an extremely
interesting corollary of the kind of Soviet interests in creating, as it
wvere, a diversion at the Chinese-at the backdoor of China. The
greater Soviet concern about relations with the Chinese along its own
border with China becomes, I suppose, in the one sense, a kind of second
front policy with its objective being China. Now, I would hasten to say
that I don't think this is the only motivation in a pattern of Soviet
motivation, but I think it is an important one.

Representative CONABLE. Do we hear much from the Red army
about Vietnam, or is it almost entirely the Foreign Minister that talks
about Vietnam?

Mr. WOLFE. The military press has treated Vietnam over a long
period of time largely from two points of view; there have been two
discernible points of view in my reading of the press. One has been
a general-and I think it is the more politically attuned-kind of comn-
mentary which has glorified the actions of the "freedom fighters"
and stressed the kind of difficulties the United States has found itself
confronted with in North Vietnam. The other kind of commentary in
the military press is a professional weighing of new developments in
military technology that have appeared in this area with sort of the
implicit and bet-ween-the-lines notion, as I read it, that: "Look, we had
better give attention to the kinds of military technological devel-
opments that are going on here, and our own forces may have to give
more attention to them."

One example of this is in the development of air mobile equipment
and- tactics in Vietnam. There has been some tendency in the Soviet
military, professional military press, to this effect.

Representative CONABLE. One last question. Has there been a Rus-
sian military presence in Vietnam at all comparable to, for instance,
the Russian military presence in Egypt?

Mr. WOLFE. Yes, I think consistently, since perhaps the midmonths
of 1965, after Kosygin's visit in January of 1965, which you recall
was to effect new military aid arrangements. And he took with him a
high-powered military delegation. From that time forward the Soviet
Union has sent a good many military technicians to North Vietnam to
teach the North Vietnamese how to operate some of the very compli-
cated systems the Soviet Union has furnished, the SAM sites being an
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example. And I am sure in the early days of the use of these sites
it was probably necessary to employ Soviet technicians in what would
at best be a very thinly disguised combat function. I think the Viet-
namese themselves have learned in taking over these systems, and that
probably Soviet participation in this sense has tended to decrease.

Chairman PROXMIRE. I am delighted to welcome to the committee a
new member, a distinguished Member of the House of Representatives,
the Honorable Clarence Brown. He is also a member of the Interstate
and Foreign Commerce Committee and the Government Operations
Committee, and is the son of an illustrious father who served for many
years in the House of Representatives.

Mr. Brown, we are delighted to have you.
Representative BROWN. Thank you very much, Mr. Chairman. I

really had not intended to ask any questions, but I am fascinated by
the testimony, so I would like to raise some points for consideration, if
I may.

Professor Fainsod, you discussed Mr. Podgorny's speech and indi-
cated that the views expressed therein have been countermanded, or at
least reversed to some extent, by other speeches which followed. Now,
in the assessment of the significance of speeches by Soviet leaders isn't
it necessary to do a little bit of evaluation on the basis of the ascend-
ancy of the people making the remarks?

And I wanted to ask whether there was any indication that Pod-
gorny's relative position in the Soviet hierarchy suffered?

Mr. FAINSOD. He did suffer a demotion. He was a party secretary,
and was shifted out of that position and made chairman of the Pre-
sidium of the Supreme Soviet, which keeps him very much in the pub-
lic eye, and which gives him a very honorific position. And he still
stands in all the pictures close to the leadership. But if one is interested
in closeness to the actual seats of power, the array of party secretaries,
the party secretariat is pretty central.

Representative BROWN. Thank you.
Mr. Inkeles, I want to explore a couple of philosophical questions

with you with reference to the statement you made about the leader-
ship of the Soviet Union being inclined to undertake their policies
without complete regard for the interests of other elements in the so-
ciety, as is the case in a more open society. Isn't it also true that in-
formation about what is going on abroad can be fairly well limited in
this journalistic approach of justifying domestic action? Can't the
press in the Soviet Union pretty well assign motives to the actions of
the United States, which the leadership of the Soviet hierarchy would
want to have assigned to them?

Mr. INKELES. It not onlv can, but it does. All important newspapers
are the agents either of the Government or the party. It is their re-
sponsibilitv to dispense the official point of view both as regards to for-
eign and domestic policy. Soviet citizens have been reputed to have
the capacity to read between the lines and to interpret the communi-
cations that they get in the official Dress in a way that often gives them
some defense against the relatively absolute monopoly of communi-
cations which the Government has.

It is, however, obviously much easier to check one's impressions
of whether the Government's statements are correct or incorrect on
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the domestic scene. For example, if there are assertions of the fact
that the Goverment is increasing its supply of shoes to shops wvhich
distribute shoes, you can check that for yourself by going to such
a shop and seeing if you can in fact get a pair of shoes of a
certain size and color whereas you couldn't earlier. To check out im-
pressions in the realm of foreign affairs is much more difficult. And
therefore again, insofar a spublic opinion is an issue at all, the So-
viet Government has the advantage of either shaping an opinion about
foreign affairs largely to suit its own purposes, or, which I think is
more important, to prevent the flow of information into the system
which would contradict the impressions being given by the official
press. The Soviet citizen, thrown back on his own resources and not
being able to check out impressions in the same way as he can in do-
mestic affairs or foreign affairs, is thereby relatively more a prisoner
of the official communications media. That has been my impression
over quite a number of years. If you check out what a Soviet citizen
says inl a relatively informal conversation, the impression which he
holds is somewhat more independent and somewhat more realistic in
regards to domestic as against foreign developments.

Representative BROWN. So with reference to our approaches to in-
ternational policies-perhaps my first question really is more aca-
demic-it is the Soviet leadership whose reaction we must assess or
must have, and they in turn, depending on how they want to read this,
confide it to the Soviet people as they like, isn't that right?

Mr. INKELES. I think that is true.
Representative BROwVN. Let me get another hypothetical question'in

here-and I had to write this down because it is a little circuitous, and
I am not sure I made any more sense writing it down-but in the j udg-
ment of an open society such as ours, by a closed society such as the
Soviet Union, isn't there likelihood that the judgment of the closed
society of the open society will be better, more accurate than the open
society's j udginent of the closed society?

Mr. INKELES. If I understand the question-and it is a complex one-
I think I would say "No."

Representative BROWiN7. You mean you would say that the open so-
ciety is better able to judge what motivates a closed society than the
closed society is able to judge what motivates an open society.?

Mr. IN:KEFLES. Exactly. It is my impression-indeed it is more than
that, I would say it is a firm opinion I have held for a long time-that
the accuracy with which the people in the United States, especially
the scholarly and professional community of experts, interpret the
workings of the Soviet system and its motivations and intentions has
been greater than the image which the Soviet specialists in this area,
and politicians, have had of how the American system works. Indeed,
our system. I find, is generally a very, very deep and puzzling thing
to them. The principle of an open system is very hard for them to
grasp.

Representative BROwNi. I wonder if your colleagues would agree with
that assessment?

Mr. WOLFE. I would in general, yes.
Mr. FAINSOD. Indeed, the Soviet leadership has been in general very

much aware of this. If you go back to the 20th Party Congress you
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find Mikoyan making a big speech at the Congress saying that the
Americans are studying the Soviet Union with great care, and asking
what the Soviet Union is doing to study the United States. And in the
wake of this they began to increase their activity, and indeed within
the last year or two they have established a special institute for the
study of the United States. And the collaborators of this institute have
been traveling all over the place; they spent a lot of time in Washing-
ton, New York, Harvard, and they have even gone west of the Missis-
sippi, and in general they feel-I mean the leadership itself feels-the
need for a more realistic picture of American politics, the economy, the
society, than they have obtained before.

I have the sense that this comes more from the Kosygin side of the
government than it does from the Brezhnev side on the basis of the
contacts of the people who are in charge of this particular activity.

Representative BROwN. I have one other question I would like to
ask. But I would be glad to yield.

Representative CONABLE. Just following up on that, what is the com-
parable position in, let's say, arms reduction talks? We have no reason
to doubt the credibility of the Russian leaders to implement some
agreed action with respect to arms reduction. But suppose we send our
leader to such talks, having first had full-fledged debate on ABM, and
decided not to go ahead with it after he has asked for it? The Rus-
sians will have real reason to doubt his credibility as a leader of the
American people.

In the light of your answer on this: how do you judge the relative
positions of the two leaders? Certainly they know a good deal more
about dissent in this country than we know about dissent in their
country.

Mr. FAINSOD. I would say that this is precisely part of the problem,
that until recently there wasn't a very realistic sense of the limita-
tions on the power of our Executive; for example, his relationship with
the Congress, and so on. And one of the things that is emerging is a
more realistic appreciation of this as a result of the work that they are
doing in this institute and elsewhere. So that in this sense difficulties
of the past, I think, are likely to be corrected. I don't know whether
this is the kind of thing you have in mind or not by putting your
question.

Representative BROWN. I just observed that their capacity to make
the decision and make it stick at the top level is probably better than
the capacity of American leadership to make decision stick, if people
don't want to go along with it. But on the other hand, you can be as-
sured that when that decision has been made in this country and the
people don't want to go along with it, that is it, and that is the way it
is going to be. On the other hand, in the Soviet Union the decision
may be publicly one way and may not be the same way in point of
fact.

Mr. FAINSOD. I would only qualify that in this respect: that, while it
is true that the bulk of the general public will have very little in-
fluence, or relatively little influence on the decision, still a decision
can be the subject of a great deal of infighting in their system just
as it is in ours. And this, I think, we sometimes fail to appreciate.

Representative BROWN. Let me ask another social science type of
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question. I don't want to intrude on the chairman's hospitality in my
appearance here before this committee.

Chairman PROXMIRE. Go ahead, you are asking some good ques-
tions.

Representative BROWN. Isn't it likely in a developing society, as
a nation becomes more mature, that the opportunity to express views
that are international as opposed to nationalistic stirs much less un-
favorable reaction, and that conversely, in a society that is not quite
as mature, anything that smacks of a lack of patriotism, or a down-
grading of nationalistic interests as opposed to international accom-
modation, would be slow to emerge? I am making the point with re-
spect to the dissent and the opportunity to squelch dissent in the
Soviet Union. I would think that the most dangerous area of dissent,
were vou an intellectual or bureaucratic leader in the Soviet Union,
would be not with reference to national goals, but with reference to
some international accommodations as opposed to nationalistic in-
terest. Isn't that about the last thing that is going to occur in a demo-
cratizing society?

Mr. INKELES. The evidence in the Soviet Union might bear you out
in suggesting this sequence. I think one can say quite firmly that, of
all the instances in which there has been any substantial amount of
dissent that we know about publicly in the Soviet Union, the foreign
policy action of the Soviet Union has much more rarely emerged, in-
deed almost never, as the focus of these actions, whereas various as-
pects of the domestic policy of the Soviet Union, especially things
involving personal and civil liberties, and above all freedom with
regard to intellectual expression, are the things that have been con-
centrated on.

I would not, however, say in more general terms that we could es-
tablish a clear correlation between the level of development of a nation
and the extent to which any departure from a narrowly defined con-
cept of patriotism is allowed. I think that stems from another char-
acteristic of the system which has to do more with whether it is one
or another kind of policy rather than whether it is a highly de-
veloped economy or a relatively underdeveloped economy. Two of the
most outstanding examples in our recent past history have been both
the Soviet Union, which at least for some time has been a highly
developed nation, and Nazi Germany, both of which imposed ex-
tremely narrow limits on any expression with regard to dissent from
foreign policy even though they were in a relatively high stage of
development.

Of course, citing these exceptions doesn't prove that if you did a
study that took in nations all around the world that the basic pattern
you suggested might not be manifested.

In mny estimation the two things go very much together, although
there may be a timelag. And the critical stage is the shift away from
the model of a relatively closed system, which the Soviet Union still
more or less is.

Its movement to becoming a more open society-which is linked
to the level of development of the Soviet Union-has meant there,
as it has everywhere, increasing complexity of the system, the neces-
sity for much more coordination between the parts, a great deal of
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flexibility that was previously lacking, openness to new ideas and an
acceptance of the innovative personality, and innovative approaches
to problems which previously were defined in relatively narrow and
authoritarian ways. And the crisis which is being experienced in the
Soviet Union lies precisely here: that its level of development is
forcing it to move toward a model for organizing the internal life
of the society different from the way which was organized by Stalin
and which seemed to work for the period of forced-draft industrial-
ization through the crisis period of defending the country in the war
with Germany. But it became increasingly apparent after the war
the the system wasn't working any longer in a way that was adequate,
in response to the increasing complexity of the society and its level
of economic and social culture of outlet.

The crisis of the Soviet leadership today is how to move in the
direction of a more complex and subtle model and still not give up
centralized control. It is a dilemma which is extremely different to
them. And our response to what they do, I think we should always
keep in mind, is not irrelevant to the outcome of the particular di-
lemma that they face.

Chairman PRoxmImE. Gentlemen, in a few weeks we are going to
have to make an important decision on the military budget, and we
are going to have to continue to make decisions like that for the next
few years at least, if we are lucky enough to get reelected. We have
to decide how much of our resources are going into defense and how
much are going into nondefense expenditures.

We have asked you gentlemen to come before us because you know
far more about Russia than anybody in the Congress does. And you
have devoted, much of your lives to studying it. You are experts in
that regard. I realize that you feel limitations on your ability, but
we have to bite the bullet and make these decisions. I would like to
ask each of you, on the basis of what you know about what we are
putting into our military budget, whether you feel that we can safely
and wisely reduce the military budget, whether it has to be about the
level of $80 billion or so that has been requested, or whether it should
be increased?

I will start with Professor Fainsod. And I am asking especially
with regard to the fact that witness after witness has told us before
today that a central, principal problem is the threat of the Soviet
Union.

The size of our military budget depends on the Soviet Union. This
has been the assertion made by doves and hawks and economists of
all kinds.

Mr. FAINSOD. Certainly we are both superpowers. And our interests
do collide at many points. But I do think one always has to remember
that we have a common interest too, a common interest in mutual sur-
vival, a common interest in continuing to live on this earth. And it does
seem to me that this common interest at least points toward the possi-
bility of exploring arrangements in the arms control field which will
limit commitments on both sides. I don't think we can act unilaterally,
nor can they act unilaterally. The extent to which we succeed effec-
tively in limiting our military commitments will depend on the seri-
ousness with which both approach this process of arms negotiation and
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arms limitation. It is my general impression from the Soviet peoplewhom I have seen in the institute of which I spoke earlier and othersthat there is a disposition to enter into these negotiations at this point.
They have made it clear.

They have been spending a lot of time exploring our receptiveness.
And I would hope that we could take this invitation up and seewhether we can find mutually satisfactory arrangements which willenable us to deescal ate our military commitments. I think we have needsand they have needs which can be more fully satisfied if such an effort
is a success.

I recognize that these negotiations may fail. But it seems to me of the
essence that we try before we admit failure in advance.

Chairman PROXVITRE. Professor Inkeles?
Mr. INKELES. Senator Proxmire, you asked, can we safely reduce our

arms commitment. And, of course, that raises the question: W1rhat is a
safe level of investment in armament, especially in the present world
situation?

It seems that no one really knows, except that there is a widespread
notion that you are never safe enough, and therefore one moves per-
manently on an escalator which takes one higher and higher in a system
which seems to involve a parallel and equa.ly rapid moving escalator
on the other side. Both the United States and the Soviet Union, I be-lieve, are caught in this situation. I think there are relatively strong
interests, not based on considerations necessarily of morality or evenof good will, but related to self-interest, and an awareness of nationalproblem on both sides which creates a very substantial disposition
toward a shift in this pattern.

And to effect a change in this situation obviously depends on twotypes of activity. One of these, which Professor Fainsod refers to,which I have had some contact with myself, and which I believe shouldbe encouraged by every means, involves discussions both at the Gov-ernment level, and more informally between representatives of thenations involved, to test out the commitment, the interest in, the will-ingness to explore systematically an attack on this problem whichwould proceed simultaneously on both sides, that is to say, essentially
bilateral approaches. I think there would be substantial responsivenessin the Soviet Union and in the United States to such discussions.

But I think also we should not lose track of the fact that to acertain extent we may be caught in a vicious circle. And breakingout of a vicious circle is an extremely difficult thing to do unless youaccept the notion of in part giving up bilateral action and considering
seriously a dramatic set of unilateral actions.

And so I feel that the possibility exists in the United States today,partly because of such open and public discussion of the issues as weare having here, of winning a substantial public support for the ideaof a decidedly limited, but nevertheless quite significant, symbolicseries of gestures on the part of the United States which would beundertaken as a show of our commitment to the long-term objectiveof peace, and as a contribution toward making sure that the bilateral
discussions when they take place occur in a situation of generalacceptance.
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Chairman PROXMIRE. Are you talking about reducing our military
commitment in any way specifically? Do you have one or two ex-
amples in mind?

Mr. INKELES. I think the choice of these obviously should be tech-
nical ones. The experience of our negotiations in Vietnam can be
used to argue both that the granting of concessions is productive, and
to argue that it is counterproductive.

Chairman PROXMIRE. Would you say, for example, that the decision
of Congress not to deploy the ABM would be one of the things you
have in mind?

Mr. INKELEs. I think that would be one of the things that would
decrease the tightness of the circle of competition between the Soviet
Union and the United States.

Chairman PROXMIRE. The decision to at least postpone testing
MIRV's?

Mr. INKELES. I clearly should not make offers on that score. I would
like to say that I do believe, however, that the effect of a decision
by Congress would be greatly enhanced if in addition the President
were to make a declaration of intention that seemed to point in the
direction of this desire to open up the possibility of balanced bilateral
talks.

Chairman PRoxmiRE. Professor Wolfe?
Mr. WOLFE. I think in answering this question
Chairman PROXMIRE. I realize it is a difficult question, but I ask

this because we have a difficult problem. And of course I think there
are many cheap 'hawks in the Congress today, that is, a cheap hawk
you define as one who feels that we have to maintain the present
strategic attitude.perhaps, the notion of a very strong armed forces,
but that we can do it for a lot less than we are spending now, that
is, that we can cut the military budget $5, $10 billion-we have wit-
nesses from the Pentagon that tell us something like that-without
reducing our combat effectiveness.

I hope I haven't complicated it further for you, Professor Wolfe,
but I know you are up to it.

Mr. WOLFE. It is complicated enough.
But the point I wanted to make was to make the distinction sharp

and clear in the beginning between aspirations and one's candid
estimate of the likelihood of things happening. I don't think there is
much question on the first part of this as far as aspiration go. In this
country, and to a great extent in the Soviet Union as well, there are a
great many people who would like to see resources used in other ways
than they are being used when they go into spiraling military alloca-
tions. And I don't want to argue that everybody's heart is not in the
right place on this. Obviously there are some people who have a nar-
row set of interests in any situation as well. But when it comes to the
second part of the question, concerning likelihood, against the back-
ground of the way I think the Soviet system operates, the way I have
sketched it, the momentum built into it by the way it has met prob-
lems in the past, and by its bureaucracy, and so on, I would be giving
you much less than a candid answer if I said that I had any great
amount of optimism that the talks with the Soviet Union are going
to greatly change the Soviet Union's allocation of resources to what
it conceives as purposes to build its security.
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Chairman PROXM1RE. Onl that assumption, then, would you feel that
we could reduce the military budget safely on the assumption that the
talks will be indecisive, certainly for the next couple of months, and
we have to make our decision in the meantime ?

Mr. WOLFE. I think that talks are necessary and useful. And one of
their functions should be to test the kind of proposition that I just
made. None of us is infallible, and nobody is going to know how these
things are going to come out until you start to get down to the "nitty-
gritty" with the Soviet Union on specific problems. I would be de-
lighted to be proven wrong in the prediction that it is going to be a long
day in May before much more will emerge from these talks than formal
registration of the kind of change that has come about in the relation-
ship between the two countries. I would hope that I am wrong, but
professionally I am a skeptic on this particular point.

But I do want to end on what for me does seem to me to be an
optimistic note. Regardless of all the tradition-laden aspects, the
bureaucratic momentum built into the systems on both sides, it is true
that the two countries have recognized an important interest in trying
to put a ceiling of some kind, a curb of some kind on the strategic
arms competition, they have done a lot of waltzing and dancing in
order to get to this dialog.

And I think they are about to get there. And I think this in itself
is a very important phenomenon in the relationship between these two
powers. And just as they have moved in this direction in regard to
strategic limitations, I think they are soon going to begin recognizing,
in fact one can say that in certain specific instances there has been a
recognition of the fact that on a mutually agreeable basis the two coun-
tries are going to have to work out some kind of rules of the game to
keep their military power in various parts of the world from getting
interpenetrated. I would suppose that maybe the Soviet cooperation
in searching for the crew of the 121 which was shot down off North
Korea may be an early manifestation of a sense of necessary coopera-
tion that hopefully indicates another direction in which the two coun-
tries may see a development of mutual interest in limiting the kind of
competition between their respective power entities that has charac-
terized the past.

Chairman PROXMIIRE. In seeing what we are up against, the Soviet
Union, on the basis of the testimony, I think, of all of you gentlemen-
I don't think all of you specifically cited it, but you seemed to agree
that the Soviet Union is spending something like 17.9 billion rubles
in 1969, something in that area, which, a ruble being roughly equiva-
lent to a dollar, worth a little more, is maybe $20 billion. te are spend-
ing $80 billion. You obviously can't compare this because their rate of
pay is less, and perhaps the prices of whant they buy is quite different.

But then Professor Fainsod testified that one estimate of the propor-
tional gross national product devoted to defense and military spending
is in the area of 9 or 10 percent, is Ithat correct?

Mr. FAINSOD. That is correct.
Chairman PROX3URE. Which is about what we have. We have an

economy which is about twice as large as theirs. On this basis-and
we have three and a half million people in the Armed Forces, which
is substantially more than they have-is there any comparison, overall
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comparison we can get as to the amount of resources, absolute amount
of resources that we devote to military compared to what they devote?
Have you come to any conclusion on this?

Mr. FAiNsoD. I don't know that there is any precise way in which
a question like that can be answered. In part, it is a matter of will. And
in part it is also a matter of what it is you want to sacrifice, future
growth or present standard of living.

Chairman PROXxIRE. You see what I had in mind, Professor Fain-
sod. You were talking and putting a lot of emphasis on arms negotia-
tions, presumably based, if not on parity, on something fairly like
parity. As Professor Wolfe has indicated, they have some different
weapons systems. They have no aircraft carriers; we have 15. And
they have some things of which we don't have any at all. What I am
thinking is the overall position with which we go into this arms talk.
We seem to have, on the basis of statistics, a substantial military su-
periority. It may well be that they are closing the gap in strategic
missiles or something of that kind. But if we do have this kind of
superiority, does it seem to you that this very substantial superiority
we seem to have is necessary.

Should we continue this kind of military commitment?
Mr. FAINSOD. I thought the new word was sufficiency rather than

superiority.
Chairman PROXm:. All right, fine.
Mr. FAiNsoD. And I take it, although I am in no sense an expert in

the military field, I take it that what matters here is the effectiveness
of the deterrent; that is, the capacity, really, to do great damage to the
other in the event of an exchange, that this is what constitutes the con-
straint. And if you project the kind of new round in the arms race
we will lift the level of expenditures greatly over the next decade,
and you are precisely where you were at the end of that decade in
terms of the relationship of power, it doesn't seem to me to make much
sense on either side to put yourself in that position.

Chairman PROXMIRE. I am working toward another aspect of this,
too. I am trying to discover whether the Soviets are just more efficient
than we are-which is an appalling thought to met I always thought
America was more efficient than the Soviet Union in everything-but
they seem to be putting fewer absolute resources, fewer men, fewer
material resources into the military than we are, substantially fewer.
And yet we are told by the Secretary of Defense and others that they
are rapidly gaining on us, and that they may be superior to us. What
is wrong? How can this be? Is it that we are just wasting such a fan-
tastic amount in the military area that we have to take la much, much
harder look than we ever have before, or is this an exaggeration? Are
we substantially superior in the area of the Navy, Air Force, et
cetera?

Mr. FAINSOD. I would prefer to have Colonel Wolfe address himself
to that.

But before he does, I think this is not the first time we have heard
this kind of warning, it seems to me, about their catching up and
their superiority. It seems to me I remember talk of a missile gap
somewhat earlier, which in fact did not exist. And I rather suspect
that even though it can be documented that their land-based missiles
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increased greatly, I suspect on an overall basis we are still in a per-
fectly comfortable position with reference to them.

But I don't pretend really to be expert in this area. And I prefer
to defer to others who are.

Chairman PROXMIBE. Colonel Wolfe, you have been called on.
Mr. WOLFE. It is a very difficult problem to try to make a comparison

between apples and oranges. But one has to make the attempt.
I suppose, first of all, so far as the resources of the societies respec-

tively that are tied up in one way or another with what can be broadly
called security, I would tend to be particularly suspicious of any
given presentation of statistics and figures. One can see argued with
considerable force the view that at least 60 percent of the resources of
Soviet society are devoted to what can be broadly construed as the
security end of the society. It may or may not be possible to sustain
that proportion. But I would question-

Chairman PROXMIME. Sixty percent?
Mr. WOLFE (continuing). Sixty percent of the resources of the so-

ciety. Anatole Shub recently referred to an analysis and study, whose
thesis is precisely this, that more than half of Soviet resources are
tied up in noneconomic security purposes, including those that go
into a policing system with its informing and surveillance network
which we have no counterpart for, obviously.

Chairman PROXMIiRE. We have a small counterpart.
Mr. WOLFE. We have a small counterpart. But it is nothing like the

Soviet effort, which, even in a day in which the secret police doesn't
enjoy quite as much freedom of action as it once had, is a very large
effort.

Chairman PRox-NiRE. Here you have *the discrepancy between 10
percent roughly and 60 percent. Now, that is an enormous amount.
That is more than half of everything they produce.

Mr. WOLFE. I am not making a defense of the 60 percent. I am
simply-I guess my role is to give some caveats about accepting pat
generalizations about the situation on either side of this equation.

Now, there are some points of fact, however, with which I would
disagree. For instance, the point you made about our having many
more men under arms. AMy impression is that the Soviet Union's regu-
lar armed establishment is approximately the same size as ours at the
moment. I think perhaps the figures best known in the public domain
are those which the Institute for Strategic Studies in London pub-
lisshes. And its current figure for the overall size of the Soviet Armed
Forces is somewhat over 3 million, which is about the same as ours.
We do not maintain a security police and a border guard which is
militarized to the extent the Soviet Union does. If one wants to throw
this into the pot, then the Soviet Union has a somewhat larger man-
power commitment than we do. However, the budget for the security
police does not come out of the defense budget even though the se-
curity police have a function which can be construed as a defense and
a security function.

Similarly, with regard to the Soviet space effort, the budget here
is not charged to the Soviet military directly, yet the Soviet Union
has at least in its counterpart of NASA a somewhat larger group of
either active duty or ex-military people than I suppose the United
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States has. It is exceedingly difficult, in short, to distinguish what
proportion of resources, time, and effort goes to military purpose in
the society.

Nevertheless, my concluding point here would be that on an overall
basis, I think somewhere around 10 to 15 percent of the gross Soviet
national effort is so oriented. Neither of us measures GNP in the
same way, and the Soviet national income is a different concept that
our own GNP, but I would venture to say that roughly 10 to 15
percent of the Soviet national effort, which is roughly again about
the same proportion of the national effort as ours-

Chairman PRoxMInES. Since their economy is 'half as 'big as ours, it
would be half the effort of ours, roughly, or it should be half of it
potentially. If we are doing a competent job-I don't think they

Mr. INKELES. Senator Proxmire, if I may I can't address myself
to the technical aspect of the question, but I think that something
I mentioned during the course of my testimony bears on this issue.

You asked about the efficiency of our investment in defense. Effi-
ciency is something of a measure of the yield you get from the applica-
tion of given resources to "specified objectives." In that formula it
is enormously important to consider what are the "specified objectives."
And here I feel there is an enormous difference between the Soviet
Union and the United States, a most fundamental one, which no dis-
cussion of the question of the extent of our investment in defense
relative to the Soviet Union can afford to ignore. As I stated earlier,
we in the United States are attempting to maintain our presence in
a live, viable, and effective way in every part of the globe militarily.
The Soviet Union is not attempting that. It has, as Mr. Wolfe phrased
it, most of the time operated as a continental power. It has made
small and very modest excursions into other areas, and though those
were economic-

Chairman PROXMIRE. I suppose that indicates that if the Soviet
Union is going to try to match us in every part of the globe it will
be an impossible burden on their resources. Perhaps they can do it,
but in view of the fact that they have half the productive economy we
have it would seem extremely difficult. We have to make some very
tough choices here. And I think you and Mr. Fainsod and perhaps
Mr. Wolfe, too, have all indicated that with the greatest will in the
world if they do this they tend to destroy their own incentive, they
tend to destroy the driving force that you have to have in any eco-
nomic system, of reward. So there is just a limitation on what they
can do.

And your point is that our objectives are far rreater, far more ab-
sorbin., militarily than theirs--400 h'ses overseas, over 2,000 in-
stallations overseas, they have nothing like that. And if they are going
to -ot into it, it is Coiner to be extraordinarily difficult for them to do so.

Mr. INKrLES. May I say that I don't, believe they have, any intention
to get into that, because they recognize it is beyond their resources.
Instead they have decided to give more attention to two other ap-
proaches to the problem. One is to have a different approach to a dif-
ferent general philosophy about how they should defend themselves
in case of a military engagement. And the other, which I think is
more important, is that they have accepted the existence of a rout
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stalemate in the military realm and have given primacy not only in
domestic affairs, as I said in my statement, but international affairs,
to playing a game of politics.

Representative BROWN. I wonder if I could interrupt just at that
moment ?

Chairman PROXMIRE. Yes, indeed.
Representative BROWN. Have you said that the Russians have made

war pay, and it has cost us? I am under the impression that the
Russians are definitely involved in Vietnam with reference to supply-
ing, I have heard the figure 80 percent of the weaponry, and so forth.
But are you telling me that they are making rubles out of this and
accomplishing some of their national policy in the process, whereas
f or the United States it is a total cost procedure?

Mr. INKELEs. I didn't mean to suggest that. Indeed, one of the
things which I would say which I believe is partly in answer to one of
Senator Proxmire's questions, the one he addressed last to Professor
Fainsod, is that if you try to express the cost to the two societies of
maintaining the level of armaments which they are engaged in, I be-
lieve that the cost to the Soviet people is in fact very much greater
than the cost to the United States, despite the seeming parity that
exists from the fact that with twice the size of the economy we have
twice the size of the effort. And the reason for that, one expressed to
me many, many times by the Soviet people I have had contact with,
was that we are already an enormously developed society, and one
especially more efficient in its consumption sector. And therefore we
are able to maintain a standard of living which is far out of the reach
of all but a very, very few people in the Soviet Union.

Alre of course have very important national priorities in this country,
such as the rebuilding of our cities, which we consider very urgent.
But from the Soviet point of view these are luxuries compared to the
situation of their people. Since in both countries investment in the
military is bought partly at the expense of further investment in con-
sumption, if you start at a very much lower point, which is the case
in the Soviet Union, the cost to you seems very much greater.

Now, with regard to the second point, Mr. Chairmarn, I didn't mean,
if I seemed to, to give the impression that the costs of investment in
armaments in Vietnam for the Soviet Union are any different from
ours. I believe they are basically the same. They all come out of the
same general pool of gross national product which could be invested
in other ways.

Representative BROWN. But do they. show up in their military
budget or are they in a trade position-that is my question-as with
their involvement in the Arab-Israeli war also?

Mr. INKELEs. This is a question I am sure you will be spending some
time on when you have the economists who are specialists in this mat-
ter with you in the next day or so. Even Professor Hunter, who is the
man many people would take to know most about the proportion of
GIN]? being invested in military activity in the Soviet Union, which
he sets at about 8 or 10 percent of GNP, is prepared to assume that
there is at least an additional 3 or 4 percent which,+ he says in his state-
ment, is fairly well hidden and could reasonably be added to that
although it now comes under headings like research and development
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or trade. It could very well be in fact that there are still other invest-
ments of that kind which should be added, and so a figure of 10 per-
cent may in fact be very conservative. It might possibly be 15. It could
conceivably be 20, although that seems to me extremely high. If you
would accept that figure, then the impression of the Soviet investment
being made as compared to the American investment being made in
defense, of course, would be transformed. But I feel that playing this
game of numbers is inherently an unsafe one, and perhaps ultimately
a dangerous one. I do not believe we are in a position now, nor will be
in the position in the immediate future, to set with great precision
what the rate of Soviet investment in its defense is. And it would be
the wrong basis on which to make the main judgment as to their inten-
tions. I think you derive that from their policy posture, not from their
ruble investment in armaments.

Representative BROWN. I have a couple of other questions, but you
go ahead.

Chairman PROXMIRE. Do you feel that the Soviets have a potential
for superiority over the United States in strategic weapons? How far
have they gone toward this goal?

Mr. WOLFE. If one resorts to the numbers game which my colleague
just cautioned us against, and I tend to share his suspicion of statistical
comparisons-the Soviet Union has moved in land-based strategic
missile forces, as I mentioned earlier, to a position where they are on
a par with us, and they are in the process of building somewhat more
launcher capacity than the United States presently has programed.

In the other two major areas of strategic delivery capability the
United States at the present time retains a substantial superiority. One
of these is in bomber-delivered strategic weapons, where the United
States has still a force of several hundred truly intercontinental
bomber aircraft against a force of about 150 comparable bombers,
backed up by about 50 tankers, on the Soviet side. And in submarine-
launched missiles used for strategic purposes, we still have a substan-
tial superiority. The Soviet Union is now, as everyone knows, in the
midst of a program to construct a 16 tube submarine roughly corm-
parable to the Polaris type. They are building those at the rate of
something like seven a year. So that conceivably if they go ahead with
this program, in the course of 6 or 8 years, or sometime in the next
decade, they can attain at least parity with the United States in these
particular weapons, assuming that no changes are made in United
States programs.

So, the judgment that has to be rendered at the moment is that
the United States remains superior in overall strategic forces in
terms of these numerical calculations, but the Soviet Union has the
capacity, to answer your question more directly, to continue to put re-
sources into the two remaining types of strategic delivery forces where
they still need to catch up with the United States. Whether this is
going to be the collective judgment that emerges from the Soviet de-
cisionmaking process about the best use of those resources, I for
one cannot predict. And I don't know of anybody else who can. It
is part, I suppose, of the art of politics and statesmanship to try to
affect this Soviet decision to the extent it can be affected by what-
ever our policies and the mutuality of our expressed interest may be.
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Chairman PROXir=E. You see, we have the feeling, many of us, that
our open system with our opportunity for debate and discussion and
difference of opinion and the freedom of science to move ahead, and
so forth, has great advantages over the Soviet Union in technological
ways, in research ways. It is appalling to me to think that maybe
the Soviet Union, although they have put a far higher proportion of
their resources into training engineers and other technological special-
ists, could really be ahead of us.

One of the things that has impressed me as chairman of this sub-
committee over the last 6 months is the series of failures that this
country has suffered in the development of its weapons technology.
Some of them are really appalling. For example, in the case of
Minuteman, in four widely publicized tests thus far the Minuteman
guided by the Mark II avionics system, has failed to leave the
ground. Ald we have the finding of Richard Stubbings that since
1960 eve have spent a billion dollars for 11 major weapons systems,
and six of them have failed to meet even 25 percent of their stand-
ard specifications. I am wondering if the Soviet Union has any sim-
ilar kind of problem, if they, too, have failed again and again and
again and that they are pouring enormous sunis into this area with-
out getting any kind of payoff that one could expect on the basis of
previous technology.

Mr. WOLFE. If the question is addressed to me, I suspect that the
answer is "Yes" that the Soviet Union does have problems and failures.
Having lived in Moscow in the American Embassy for a couple of
years, and repeatedly having found elevators out of order, and that
sort of thing, one has to come to the practical judgment that the So-
viet Union has its share of technical failures. Now, the extent to which
technical failures involve the commitment of very large resources,
this is a matter that I suppose it would be quite difficult to get specific
figures on. I might mention the first of the Soviet Union's intercon-
tinental missile systems, the so-called SS-6 system. A good deal of
money was spent on this system, but it turned out to be unsatisfactory
for several reasons. One, it didn't quite have the range to get to U.S.
targets unless it wvas deployed in a rather nothern latitude. They took
it to the northern latitude, and apparently encountered a lot of trouble.
There is a good deal of open testimony on this in the book by Oleg
Penkovsky. One of Penkovsky's close confidantes was the Russian
marshal in charge of a part of the Russian missile program. Conse-
quently in his book there was a good deal of discussion of missile pro-
grams, including an account of the early deployment of a strategic
missile brigade in a far northern area. They found that the climate at
that latitude and the frost problems and other things were such that
they weren't going to get it to work satisfactorily.

Without going into any further details, one can say that after having
spent large development funds on the SS-6 and deployed it in a single
location. the Soviet Union did not deploy it anywhere else in the Soviet
UnLion. Noow, whether the judgment of those who audited the SS-6
program in the Soviet Union was that this was money down the drain,
or whether they chalked it up to experience, or how they handled it in
order to absorb the slight trauma in this one particular instance, I
don't know. But I think it perhaps illustrates a point that the Soviet
system, too, probably has its share of rather costly techmical



.886

Chairman PROXTIIRE. We have had some fascinating testimony
earlier from Dr. Albert Shapero, who told us that in Western Europe,
especially in France, they devote far less manpower and personnel to
research. He pointed out that in developing some of their excellent
bombers that they have devoted about 10 percent as much personnel
as we have. They can't understand how we can do the job with so
many people getting in the way. The testimony was rather persuasive
and convincing. I am wondering if you gentlemen Sovietologists or
Kremlinologists could give us any insight as to whether the Soviet
Union has any lessons for us as to their efficiency or what they have
been able to do with weapons systems.

Do any of you want to take a crack at that?
Professor Fainsod?
Mr. FAINSOD. I think the difficulty in replying to your question is

that we are really not well informed about contemporary experience.
On the other hand, we know a good deal, as the result of the memoirs of
various Soviet generals and people in their armament industry and so
on, that have been published that tell us a great deal about their experi-
ence in the pre-World.War II period. And I think it is fair to say that
after studying that memoir literature nobody is going to go away with
the feeling that the Soviet leadership is 10 feet tall. There were lots
of mistakes.

You have been through that material, I am sure.
Chairman PROXMIRE. Secretary Acheson, former Secretary of State

Acheson, was a very interesting witness before this committee on
June 11, and he said this-I would like your comment:

We are not aboutto move from an area of confrontation to a phase of nego-
tiation. We have been negotiating with the Soviet Union all along. We shall be
involved in confrontation into an interdeterminate future. The two go hand in
hand in the Soviet view . . . I certainly do not oppose such negotiations. I am
merely warning against the notion that the Soviet Union is on the verge of a
conversion to tractability and accommodation.

Now, I regard this as rather a gloomy prospect and outlook if true.
Do you see it, gentlemen, as Secretary Acheson did?

Mr. FAINSoD. If Secretary Acheson is implying that negotiations
with the Soviet Union are apt to be very difficult, I suspect that I
would agree with him. I think that the fact that they are difficult does
not make them any less necessary. And we do have, I think. even in the
arms control field, a series of negotiations on test ban limitations and
on the noproliferation treaty which indicate that where you can find
mutuality of interest and where you can find mechanisms of control
that are self enforcing, that negotiations are possible. The fact that
they are difficult, it seems to me-aind that they may be accompanied by
occasional confrontations-does not make them any less essential.

Mr. INTEKLES. We are all probably prisoners of the models that we,
use in attesting political affairs, and probably also human relations.
And so one has to be very cautious to say 'about someone that perhaps
he is living with an outmoded model. Nevertheless, I feel that in former
Secretary Acheson's statement, at least in the part that you quoted,
Senator Proxmire, there may be an undue emphasis on a.n aspect of
Soviet response to American foreign policy initiative which was more
applicable in an earlier period than necessarily applies today. A good
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deal hinges on exactly what meaning you give to words like "tract-
ability" and "accommodation". I do not foresee in the immediate fu-
ture that Soviet policy negotiators will be very much more tractable.
It isn't their job to be tractable. They are being paid and they are
representing their country to be as tough as they can as negotiators in
defense of what they either conceive of or are told is their national
interest. But accommodation is another matter. Accommodation is
something that you can adopt if you see it sufficiently to your interest
to make certain kinds of adjustment. I think the burden of our testi-
mony today, and the burden of a good deal of other sources, is that
there is now, to a much greater degree than before, an interest in many
quarters of the Soviet Union in reducing the arms burden in order
to be able to achieve other national purposes that they have in mind-
not all of which national purposes are necessarily things which would
be nice for us. But I think there is a very strong interest in reducing
the arms burden in order to shift attention to these other objectives.

Accomplishing that is going to be very difficult. It does require the
kind of continuous involvement in negotiations that Professor Fainsod
mentioned. But I think it also requires, very appropriately for this
committee, a reexamination of national priorities. I would, therefore,
emphasize how far the United States, ever since the end of the second
*World War but particularly since the Berlin crisis, has been dom-
inated by the assumed necessity, for the defense of this country, to
maintain an absolute worldwide global presence on a continuous basis,
whereas the Soviet Union took a different and much less costly ap-
proach to how to maintain itself in a nuclear world.

Chairman PROXMrIRE. I just wonder if you gentlemen are being real-
istically up to date on this, this assertion that I hear over and over
again about the pressures within the Soviet Union. I hope and pray
that you are. Recent articles by Anatole Shub-which have been
referred to, I think, by Mr. Wolfe earlier commenting on life in the
Soviet Union now-are quite alarming. We wanted Mr. Shub to appear
as a witness. Unfortunately, he couldn't. But his articles suggest a. re-
turn to Stalinism, a defeat for the liberal intellectuals, and the inability
of the people to exert much influence. This is a firsthanid account based
on quite an extended stay in the Soviet Union. And they almost cry out
that any gains in the last 10 years or so are being lost. We may be re-
turning to the absolute dictatorship situation, where the cross-fertiliza-
tion of ideas is anathema. He refers to the repression of liberal thought,
freedom of movement, et cetera. Do you feel that this overstates the
case.? How do you meet this kind of a firsthand view?

Mr. INKELES. I believe the particular facts le gives rise to are all,so
far as we can tell, accurate. Even his conclusions -with regard to the
particular groups he has in mind, for example, the one as to the intel-
lectuals, who I think have lost a great deal of the ground that they
won earlier-that is also an accurate statement. But I would not carry
that so far as to say that within the Soviet Union we have not seen
profound changes. This was referred to, I belileve, by all of the people
Vwho gave testimony today. We have seen a shift in the direction of a
new, more communal, and more fully elaborated system for reaching
decisions. Now, such gains in the Soviet Union are inherently very un-
stable, no doubt. I suppose they are unstable in any society. What the
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role of American policy has been in contributing to this instability
is something I believe we should not lose sight of. It is a very difficult
issue on which to take a firm stand. But it might well be that the size
of the American military budget, the vigor of the assertion of the
American presence in all parts of the world, might be precisely the
kind of factor which tends to erode within the Soviet Union those
small movements in the direction of liberalization which otherwise
may have asserted themselves. The balance of the world forces may
be used by some authorities in the U.S.S.R. to take a harder line to
justify the clamping down on the individual and the reduction of such
increased liberties as may in the past have been established. It.could
-eventually lead to the outcome that military men rather than civilians
come to dominate the Government.

Chairman PROX MTRE. Professor Fainsod?
Mr. FAINSOD. If I can just add a word, I do think that Mr. Shub,

at least in his rhetoric, overstates the case a bit.i He is undoubtedly
right, that the dissident intellectuals are being persecuted in a way in
which they were not persecuted in the 1962-63 period. No doubt there
are a good many of them who have been arrested and put in jail, and
some sent off to the insane asylums, which seems to be kind of an old
czarist method of dealing with dissent, too.

But having said that, surely it is a very, very different society than
the Stalin society of millions in forced labor camps, with an absolute
limitation on freedom of movement, and so on. One of the things that
strikes me is that you begin to see a new generation that in a sense has
lost the habit of fear; that is, young people speaking up, people who
didn't know the Stalinist days. Now, if one begins to develop great
hopes around them, and has contacts with them, as I am sure Mr.
Shub and his wife did, and then you see the police moving in and
closing off those contacts, and arresting some of your friends, as has
happened, and arresting some of our exchange students, too, there. It
is very, very tempting, I think, immediately to say, "Stalinism is back
in full flower," but no one, I think, who knew the Stalinist period
either inside or outside the Soviet Union is likely to make that
identification.

Chairman PRox3iwu. Professor Wolfe?
Mr. WOLFE. Back to Mr. Acheson's statement, I would tend to put

it in slightly different terms than he did. I thinkeas a description of
our relationship with the Soviet Union over time that the term some-
times used which puts this on a limited adversary basis is probably as
accurate a description as one can find. I think there is room in this
kind of adversary relationship for both cooperation in selected in-
stances %when the two can see that their mutual interests are joined,
and there is also room for a good deal of conflict, including confronta-
tions. With regard to the letter, the future world into which we are
moving is one in which the Soviet Union is going to operate from-
regardless of what comes out of the arms talks-from a relatively
stronger power position vis-a-vis the United States than in the past,
and in which changes in the po-wer balance are going to become an im-
portant factor in the triangular politics between Washington and
Moscow and Peking. To assume that in such a world -we can expect to
avoid a fairly high incidence of what can be termed confrontations
seems to me to be not a very realistic prognosis.
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Having again put myself on the side of Cassandra, I would also
like to indicate that I think the process of societal change that is going
in the Soviet Union, and to which Professor Inkeles has referred,
is in a very real sense probably one of the things about which one
can in the long term be more optimistic than pessimistic as to the
future. Undoubtedly, present leadership is trying to turn the clock
back in many ways, as witness its policy in East Europe, and its at-
tempt to enforce a very strict conformity on intellectual dissidents
in the Soviet Union. But it seems to me that the Kremlin leaders are
swimming against the tide of basic societal change in the Soviet Union.
If I had to make a prognosis here, it would be that the Soviet Union in
the longer term is not going to sink back into old-fashioned Stalinism.
I don't think it is going to evolve into a democratic society either. But
the kind of society that allows more room for what we might call
creeping pluralism seems to be a possibility. Hopefully, such a society
would be a better alternative to deal with than a rigidly dictatorial
system.

Chairman PROXMIRE. I am going to yield to Congressman Brown in
just a minute.

I would like to ask this one other thing. I was very encouraged by
the observation that you made, Professor Fainsod, about their at long
last, in the last couple of years, devloping a substantial interest in us
and establishing an institute for the study of the United States. I think
this can only be good, because I am sure, as I think the overwhelming
majority Members of the Congress are, that our intentions are good.
We have no intention of developing a first strike capability, and I don't
know of anybody in the Congress that has any attitude like that at all.
And the more they know about us, and the more they understand us,
I think the greater likelihood that we can ease some of the pressures.

I would like to ask you if you can suggest any initiatives that occur
to you offhand that we can take other than these. No. 1, I feel that a
wholesome criticism toward our own military budget is to the interest
of our own national defense. I think wve can reduce the military budget
and have a stronger military force at the same time if we are thought-
ful and responsible about it. And I think at the same time as we reduce
what we expend in the military area that is wasteful it can have some
favorable effect with regard to their attitude.

In the second place, making our intentions as clear as we possibly can
is obviously another area.

And then another that occurs to me is a little far out, but an example
of the kind of initiative that might be useful. After we land an
American on the moon next month I would hope that in the future any
kind of space travel would take a Soviet cosmonaut along, and I
would hope that we would invite them to take part in our space
explorations in a cooperative way. They seem now to be willing to do
it. It seems to me that this would have many satisfactory fallout effects.
And it might help ease their feeling of hostility toward us and build a
basis for cooperation and friendship, and so forth.

If you gentlemen would like to make any other comments of any kind
they would be welcome.

Professor Fainsod?
Mr. FAINSOD. Following along your last suggestion, there are cer-
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tainly almost endless opportunities in the area of scientific exchange
and cultural exchange. But I don't think one ought to assume that
there. is any kind of magic formula. for eliminating all the possible
conflicts of interest between us. I am all for exchanges, and I would like
to see as much of it go on as possible. And I think the habit of working
together has obvious spillover effects that are useful on both sides.

I like, myself, to avoid confrontations if one can, even though one
recognizes that there may be occasions when it is essential. And by this
I mean efforts to -try to foresee problems that will over the next decade
become confrontations. We are hopefully in the midst of some explora-
tions on the Middle East now. But one can see over the horizons the
whole problem of Germany, West Berlin, and all of the rest around
Berlin and Germany. And it may -be that there is little that we
can agree on there now. But I would like to see even at this stage a
feeling out of views on both sides, the possibilities of trying to discover
whether we begin to approach a sort of mutuality of interest in this
area that allows room for some initiative.

Again, I have no magic formulas here that will take care of West
Berlin or Berlin or take care of Germany over the future. But I do
think that a chance to explore issues of this kind, and take advantage
of explorations and views over the whole range, and a feeling out of
possible developments which might be mutually acceptable before the
thing comes to a crisis and a confrontation, is useful.

The whole problem, I think, of our future posture in Southeast
Asia-as Colonel Wolfe indicated, Brezhnev in this last speech at the
meeting of the Communist Parties threw out a rather ambiguous f or-
mulation, but something which suggested a particular interest in the
containment of China along the southern corridor in Southeast Asia.
And they have been in the last year or two, as you probably know, not
merely giving aid to North Vietnam, but they have been establishing
diplomatic relations with Singapore, with Malaysia, with Thailand,
increasing their trade in the area. And I have no doubt that behind this
is the kind of notion of a presence and of potential barriers so far as
the Chinese are concerned.

Now, conceivably, there might be here some mutual interest. They are
scared to death of a change of attitude on our part that might involve
improving our relations with mainland China. People disagree on how
one should play this. But at least every time we make anything that
resembles an approach to mainland China, the reaction is very quick
and very apprehensive so far as the Soviet Union is concerned.

The problem of future policy in Southeast Asia is whether we can
interpose checks on the possibility of Chinese expansion in this area-
this will take some doing-without necessarily closing off an improve-
ment of our relationships with China. It seems to me that instead of
looking for the gimmick what we really ought to be looking for are
the kinds of problems that are over the horizon, that are not necessarily
upon us just this minute in the formn of a crisis or confrontation, and
to see whether we can find ways of imaginatively projecting our inter-
est and engaging their interest, so that hopefully wve can avoid confron-
tations rather than find ourselves in the midst of them.

Chairman PROXIRE. Professor Inkeles?
Mr. INKELES. I would like to indicate my support within the limits
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of the objectives we have been discussing of the ideas you suggested
on initiatives, such as the reduction of the military budget, making our
intentions clear, and perhaps sharing space travel.

I would add one point which Professor Fainsod mentioned also,
which I believe the Congress has the power to do something about,
although it obviously should not rest only on initiative from Congress.
And that is that we should not only maintain but also substantially
extend and strengthen the exchange of personnel-scientific, cultural,
and political-between the United States and the Soviet Union. It is
my impression that a very small investment in 'this kind of activity
has in fact brought an incalculable yield which is of special relevance
in the case of the Soviet Union, because as Professor Wolfe was indi-
cating, it is such a closed system. Such exchanges have brought oppor-
tunity of discovering what another society was, and what its inten-
tion is as Senator Proxmire mentioned earlier, and what the process
of decisionmaking really is. It is very difficult to communicate except
through this kind of contact. The individuals involved were not, per-
haps regrettably, individuals in the highest positions. They were not
themselves decisionmakers. But I believe the impressions they car-
ried back with them, the increased insight they obtained into the
functioning of American society, play a substantial role in the build-
ing up of a climate of opinion which inclined' the leaders eventually
toward both a greater understanding and also, I believe, a greater
accommodation.

But, returning to the point which I think I have been mainly em-
plhasizing in my appearance before you, the primacy of politics. And
In this respect, I believe, since the responsibility for the conduct of
foreign affairs is largely assigned to the Executive by our Constitu-
tion, the powers of the Congress may be very limited. But even so I
would like here to emphasize and underline a point which I believe was
also being made by Professor Fainsod which I would make slightly
differently. 'My point refers to not just future but also to the past.
But, of course, very soon what is the future will become past. And
we have an opportunity by linking the two things together to
change the long-haul situation. I believe that the Soviet leaders, al-
though they are enormously influenced by particular aspects of our
defense posture, including whether -we do or do not adopt a particular
weapons system, are in the end more influenced by their impression of
what our general posture on the world scene is, what we are attempting
to achieve, and what we consider the rules of the game. This may fit in
very well with the point Senator Proxmire made about making our'
intentions clear. I would like to say that in my estimation certain
actions which we took in the past played a very substantial role in
giving the Soviet leaders the impression about what we thought the
rules of the game were, and the possibility of accommodation.

In citing these I don't mean to suggest that there aren't instances of
very comparable actions on their side, perhaps even more gross, the
Hungarian invasion and the recent invasion of Czechoslovakia being
only two among a long list of those you could produce. But as I look
at our actions in the Bay of Pigs, our intervention in the Dominican
Republic, and our intervention in Vietnam, all three have commumi-
cated to the Soviet Union certain assumptions about our approach to
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international affairs, which lead them to conclude that we are ready
sooner than I think is in fact our true national disposition to resort to
armed intervention as our chief means for the resolution of interna-
tional conflicts and tensions. Those interventions have tended to inten-
sify the voices of those people in the Soviet Union who have been
arguing a model of American behavior in the international realm,
which I believe is not an accurate one. It certainly doesn't have to be.
There are alternatives.

Representative BROWN. That brought some perspective to the ques-
tions I asked earlier about the 1964-65 developments, and the increase
in Soviet expenditures in military budget. In 1964 and 1965, as Chair-
man Proxmire noted, we were in an official position in this country, or
at least an apparent position, of rapprochement with the Soviet Union.
We were attempting to build bridges. And at the same time we are
going into Vietnam. And that wvas the precise time when we escalated
our activity in Vietnam. And apparently they responded-if one can
say that that is the response, that is what created the response-they
reacted much more significantly to our activity in Vietnam than they
did to our effort to seek rapprochement in trade and other areas. So
I am inclined to think that there is a little bit more in what we do
externally than in what we do internally in this country. And I am
inclined to react further to your suggestion and say that if we want
some kinds of deescalation of our relationship with the Soviet Union
we might better find them through an effort to withdraw from Viet-
nam than through an effort to make military weapons decisions.

Chairman PROXIURE. Were you through, Professor Inkeles?
Mr. INKELES. I think I would agree with the main thrust of your

remarks. I think it is important to avoid disappointment, to be care-
ful and not assume that automatically a change in our involvement in
Vietnam, even a substantial one, will bring decided changes in the tone
of the Soviet Union as it approaches us in international affairs, be-
cause that would be an instance of where they are likely to feel that
the change that we made was because it was wrested from us by cir-
cumstances and not because it indicated that we have any changed view
to the balance of world affairs.

I would say a much better example from this point of view, and also
perhaps from the Soviet point of view, is what happened in Indo-
nesia. There you had a situation in which it was, at least in the
view of many experts, the case that a basically Communist govern-
ment had taken over a large, wealthy and important nation strategi-
cally located, one in which it might have been assumed that we had a
very vital interest. We allowed that to happen without any direct
intervention. Subsequently-and I think this is a very important lesson
for us which is not widely enough realized-internal forces brought
about a further change in that situation. It could otherwise have been
a Vietnam.

Now, in this case, it happens to be a fact that the Communists were
put down and it was done in a very violent way, and there was, of
course, the possibility that the Soviet Union might have intervened in
order to prevent that from happening, because it doesn't take verv
lightly the loss of a territory under Communist control anywhere. In
this case you might argue that the restraining factor was the Soviet
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inability to do anything because it was very far away, but Vietnam
is very far from San Francisco, too. I think there were other factors
involved. If we could find ways of working out our relations so that
the Indonesian example rather than the Vietnam example became a
reality, I think there would be a distinct change in the tone of the re-
lations between the two countries and a very meaningful reduction
in the arms burden.

So I do place, as you do, Mr. Brown, the political transformations
ahead of a mere agreement on details of the defense budget.

Chairman PizoxMrIRE. -Mr. Wolfe?
Mr. WOLFE. I would like to say a word on broad priorities.
But first, if I may, I think there is probably a basic difference in the

outlook that Professor Inkeles and I happen to have on the role that
the United States conduct on the world stage plays in shaping Soviet
conduct. I don't share to the extent he does the feeling that Soviet
policy is a matter of reaction to the policy of the United States. I think
the example Professor Inkeles cited in Indonesia is an extremely inter-
esting one, because one could make, it seems to me, quite a different
case. First of all, the Communists who were overthrown in Indonesia
were the proteges of the Chinese and not the Soviet Union. The Soviet
Union had an interest to a certain extent in seeing the Chinese em-
barrassed in that situation. It could also be argued, and I have heard
it argued, although no one can settle this argument, that the forces
in the Indonesian political structure responsible for stamping out a
Communist coup were those forces in the army who got fed up with
Sukarno, and who would never have come to the decision to resist,
would never have had the gumption to do it, had the United States
not been committed militarily to the extent it was in Vietnam, thereby
setting an example and spreading a kind of military umbrella over
the situation in Southeast Asia.

So let me, gentlemen, just warn against the passionate advocates of
a particular point of view whose hope that the future will come out in
a way that we would like it to come out may at times ]ead to advocacy
of one set of views without taking others into account.

That brings me to my point about priorities. I would say that the
first priority, unquestionably, is a healthy American society. Should
our society get itself into great difficulties, I can imagine nothing
that would probably make it more tempting for the Soviet-the lead-
ership of the Soviet Union to feel that somehow or other they were on
the right side of history after all, and that we were on the wrong
side.

Now, when it comes to specific programs and initiatives that we
can take in the area of foreign affairs,'! would by and large be sym-
pathetic with most of the initiatives I have heard mentioned here, a
clearer, more precise understanding of each other's objectives, and
so on.

But let me again point out one of the very great difficulties. And I
think perhaps the antidote to this is patience over the long run. We
did pursue what Mr. Brown referred to as the bridge-building policy.
I have been in general sympathetic with the whole concept of bridge
building of trying to reconcile what seemed to be the irreconcilable
gap between quite opposed ways of looking at the world. But you
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have also got to recognize the unhappy fact that it was probably the
success of bridge building that led to Czechoslovakia, and the melan-
choly situation is that the more bridge building succeeds the more we
represent an objective danger to the defenders of Communist ortho-
doxy just by our presence, not because we pursue any active programs
that are alined against the Soviet Union, but just that we are sitting
out there as an example of an alternative. We are highly objection-
able to those Soviet rulers of orthodox mentality for whom the develop-
ments in Czechoslovakia represented a very great threat, and which
led them to the action they took. Now, until the men who guide the
destinies of the Soviet Union have developed a somewhat different
outlook on the world, and a different view of our motives in it, and
on the sharing of it with others who don't adopt their creed, until that
time comes I think the road ahead is going to be a pretty rough one,
and we would be well advised to look at it as a matter that is going to
require long patience and endurance, and that is not likely to yield to
panaceas and gimmicks for solution.

Chairman PROXMIRE. Mr. Brown ?
Representative BROWN. I would like to pick up on your point.
I waht to ask one question that I have heard no comment whatso-

ever on. I gather that none of you feel that there was any significance
to the epidemic of generals' deaths in the Soviet Union either from the
standpoint of position of the military or those men who departed the
scene 'and their views.

Mr. WOLFE. So far as I am aware, most of the Soviet generals in
question were in the years when the mortality rate begins to rise. There
has been an averaging military command structure, this whole group
has moved through time since the last war. And the normal attrition
is now fairly high. I think what 'perhaps caught public attention was
that probably some newspaper chap in a bureau some place noticed
that the death of four of these men-either two or four, I have for-
gotten-was attributed to an accident, and accidents in the Soviet
Union sometimes have a peculiar connotation. There was, for example,
the accident which happened right at the time of Khrushchev's ouster,
when Biriuzov, Mironov, and several other Soviet military people
perished. And whenever there is an accident the circumstances being
what they are, there is a tendency for newspapers to put up their
theories. But many of the men who are on this list of obituaries are
generals who were in retirement. My own impression is that this is a
case of the natural processes at work.

Representative BROWN. There is no use labeling it if you see no
relation with respect to the voices influencing Russian policy in the
Soviet Union. And I gather that none of you do.

Mr. WoLFEn. I do not.
Mr. FAINSOD. I think I would agree with Wolfe on this. Some of the

announcements were accompanied by a statement that said that the
generals died under tragic circumstances, which is a. euphemism, I think
for something like a plane accident or something of that kind. And I
suspect that a certain grouping were probably involved in that acci-
dent. But for the rest, they were people in the emeritus retirement
stage.

Representative BROWN. Let me ask one other question. If the domes-
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tic economy within the Soviet Union is likely to suffer as a result of
the problems in agriculture, what would you anticipate would be the
reaction of Soviet leadership? Would it be to try to seek further rap-
prochement with the United States to get either assistance, if it were a
severe agricultural problem, in providing food, or would the Soviet
leadership be more likely to move toward some kind of an accommo-
dation with reference to the arms race, so as to be able to divert their
economic attention to domestic agricultural production and other kinds
of domestic production?

AIr. WOLFr. My impression of the agricultural situation is that it
is probably not that desperate. I think if the Soviet Union does have,
as seems to be the case, a poor yield this year, there may be some ques-
tion about having to go to hard currency and buy grain abroad as a
temporary relief. I also have the impression, however, that the good
years, the good years of 1966-1967 wasn't very good-1968 wvas an-
other good year, probably enabled the Soviet Union to make good the
drawvdowns on the State grain reserves that occurred earlier and make
it unnecessary for them to go outside the Soviet Union to purchase
Cleat. My own feeling is thalt while the question of investment in agri-
culture over the long-term is a very serious one, I don't think that this
problem has such unmanageable proportions 'at the present time for
the Soviet leadership that it is going to dictate-be the factor that
will dictate their foreign policy attitude to any marked exent.

Mr. FAINSOD. I would agree.
Representative BROwN. I think it was Professor Inkeles who used the

example of agriculture and the problems it might face this year.
Mr. INKELES. I don't recall introducing that. It was Professor Fain-

sod. But I think I am in agreement with the gentleman to my left
and to my right that in the first place the size or the extent of the agri-
cultural crisis is likely to be limited Even if it were extensive, the as-
sumnption should be made that the losses are to be made up either from
earlier reserves, or by a commitment against future use, and this would
not fundamentally change either the pattern of military investment or
the general growth of industry. It would probably be reflected in a
lower GNP for that period .of time, because of course agricultural
produce is still so large a part of Soviet GNP.

Representative BROWN. I gather that you think there would be no
significant reaction among the Soviet people that would in any way
alter Soviet policy?

Mr. FAINSOD. One of the marks, you see, of the difference in this
period from an earlier one, is that in 1963 when they did encounter a
harvest disaster, a real disaster, they spent three-quarters of a billion
dollars in the world wheat market in order to get enough to make sure
that people were fed at least at some mlinimtun level. And as Mir.
*W1olfe has indicated, they have had a succession of pretty good harvests
over the last few years. So that there probably is enough of a reserve
to draw on even if this turns out to be a pretty bad one. If they had
another 1963, they might well again go out into the world market.

Representative BROW-N. And they apparently have the reserves to
do this; that is, the financial reserves to do this in hard currencies?

Mr. FAINSOD. Yes.
Representative BROWN. I would very much like to explore, but will
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not take the time to do so, the Arab-Israeli war as a more specific ex-
ample of Soviet-United States relationships and the Indonesia war,
or the Indonesian power struggles and changes of power. It seems to
me that the significance of both United States and the Soviet moves
at that time indicate the possibility at least of some kind of accom-
modation reached in the future between the two countries, but also
the very great difficulty in doing that. And I gather, Colonel Wolfe,
that what you are saying in your comments-and I wonder if the other
gentlemen would agree-that timing is literally everything in this
problem, that we apparently have tume on our side, that the Soviet
Union may be more likely to negotiate as time goes on, and if we can
get that time in our relationship that we will find a climate for nego-
tiating better in the future than is the case now?

Mr. FAINSOD. The problem about time is that it depends on what
you do with it on both sides. Time in itself is not automatically a sol-
vent.* And I think that there are forces which are evolving on the
Soviet scene, as Mr. Wolfe has indicated, which over the long range
represent sources of hope rather than sources of pessimism. But again
they don't evolve in a vacuum, and much depends on what is happen-
ing in our own society, what is happening in other parts of the world,
and how we respond, and how they respond, and how that other part
of the world responds, too. We are dealing with a very complex mattet
here.

Mr. WOLFE. With respect to the Middle East, I think this is a case
that illustrates two points that it is useful to have in mind in our re-
lationship. One, it certainly illustrates the crisis cooperation between
the Soviet Union and the United States. If one goes back to the June
war, at that particular time, regardless of what the Soviet role may
have been in heating up the situation, nonetheless, when it came to the
danger of the kind of confrontation that would be unwelcome to the
United States and the Soviet Union, the two powers cooperated, in a
sense, in mutual crisis management, in order to dampen the crisis. But
as soon as the real hot crisis was dampened, then the limit of this kind
of cooperation quickly became apparent. And without having to recite
the history of the situation since then, it is quite obvious that in many
respects American and Soviet policy are not running congruent in this
part of the world either.

Representative BROWN. I would just have to observe that, in that case,
apparently both countries were involved to some extent in playing
the role of world powers. There is some evidence that neither one of
us has the capacity to do it, however, when it gets too deeply involved.
And maybe that is a good, wholesome circumstance, anyway.

I want to clarify one response that each of you gave to the chair-
man's question, when he asked specifically about your feeling about
ABM and MIRV as a means of demonstrating our interest in reach-
ing accommodation with the Soviet Union. You all three tended to
avoid the specific point of that. Am I to assume that you are saying
that some accommodation is possible at this time in some area of
weaponry or disarmament negotiation, but that a decision as to what
specific accommodation should be reached becomes a technical question,
and also a question for the ad hoc negotiations?

Mr. WOLFE. That comes fairly close to being my position, although
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I certainly would not want to suggest that I think it is only a matter
on which technical judggment counts. It is obviously a political matter
of the greatest import as well. Mly own position would be that this is
a matter which argues for fairly early convocation of talks, and that
the talks should address the question of MIRV and ABM and any
otlier questions which remain.

The strategic relationship of the two countries ought to be fair game
to be taken up there. I would not urge, from my own view of this, that
the United States unilaterally disavow or abrogate whatever work it
is now doing in the MIRV field in advance of the talks with the Soviet
UTnion.

Representative BRoNvN. The same observation can be made about
ABMI, I gather, then, because if the Congress takes away from the
President any right he may have to get us into the ABM business, that
is a decision which has been taken out of the negotiating stage; isn't
that correct?

Mr. WOLFE. Yes, that is true. That is probably the reason that in
this area one must recognize the separate powers of our governmental
system. To what extent the doctrine of separate powers is involved in
this particular problem is certainly a matter on which I don't presume
to adjudicate. But I have a feeling that there is some point at which,
after having heard the case, and concern expressed in the Congress,
in the public debate, and so on, this is a matter for which you hold
the President of the United States responsible, and if you don't like
the way he does it, you don't reelect him. So in this matter, my
intuition leans toward letting the President make the judgment-
after the country has debated the matter. He has got to live with it
if his judgment is not good.

Representative BROWvN. I think it is apparent that there is a con-
troversy raging. The point is if the Congress lets the President know
how they feel about it-the decision is made, apparently, if the
Congress decides against ABAL If they should decide for ABM
apparently the President still has the authority, the way it is in the
executive branch of the Government, to opt either for ABM or against
it in terms of the way and the speed with which the resources are
utilized. And so with authority for ABM\I or with the question still
moot, the President goes into any disarmament negotiations better
armed than if the Congress has decided that he -will not have ABM
or MIRV with which to negotiate. Unfortunately-or maybe it is
fortunate, I don't know-neither the Senator nor I is likely to go
along on these negotiating talks. Thaft will be done by people out of the
executive branch of the Government. And the question is, should we
make the decisions ahead of time for the President and his executive
negotiating officers, or should we give him the negotiating room?

Ally comment?
Mlr. INKELES. I must say I don't agree with Colonel 11Wolfe precisely

in his interpretation of the divisions of responsibility in this matter
under the Constitution. The setting of foreign policy is the concern
of the President, but the financing of the programs is the concern of
Congress and the Congress is really being asked to make a decision as
to whether in fact this ABMA program is going to be a productive
investment of the resources of the country. I do not see how the

31-690--9-pt. 3 5
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Congress can therefore escape this responsibility, or be denied it,
because it is in fact making an investment of this kind. It is obviously
not appropriate to this subject to press this point further.

I would also wish to emphasize that in response to your question.
I do not feel that the question should be resolved exclusively on
technical grounds. If I gave that impression-and I may have-I
am sorry. I was trying to avoid committing myself on certain issues
where I did not feel technically competent.

Representative BliowNi. I meant particular technical grounds as
far as you were concerned.

Mr. INKELES. I believe one of the sources of the difficulty that e
are in, if we are in difficulty, is that we have tended to make decisions
of this kind exclusively, or more or less exclusively, on a technical
basis, which means that the responsibility for the decisionmaking has
tended to shift away in the Executive Office and to focus onto other
criteria. I believe that every decision of this kind carries an enormous
freight of political significance. Especially when you are dealing with
so complex a pattern as what your overall investment in defense is to
be like. the symbolic or political significance of a particular policy
should be weighed more heavily. Whether the ABAI is an example of
that I don't know. The biggest impact on the Soviet Union comes from
the actions taken by the President more than the Congress. If the
President had declared against the ABAI, I think the impact would
be much greater than if the Congress denied the President the right
to have that program.

Chairman pROXMIRE. Thank you, gentlemen. This has been most
enlightening and helpful. You have made an excellent record. I ap-
preciate your appearance so much.

Tomorrow morning the subcommittee will reconvene in this room
at 10 o'clock to hear three economists and a political scientist, all
experts on the Soviet Union, further on this same subject.

(Whereupon, at 1:35 p.m., the subcommittee recessed, to reconvene
at 10 a.m., Tuesday, June 24, 1969.)
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The Subcommittee on Economy in Government met, pursuant to
recess, at 10 a.m., in room S-407, the Capitol, Hon. William Proximire
(chairmnan of the subcommittee) presiding.

Present: Senator Proxmire and Representative Conable.
Also present: John R. Stark, executive director, and Loughlin F.

McHugh, economist.
Chairman PIiox-NtiRE. The subcommittee will come to order.
Unfortunately, this is a day of conflict for members of the subcom-

mittee, but we will proceed. And I am delighted with the quality of
the panel this morning, and I look forward enthusiastically to these
hearings.

Yesterday the Subcommittee on Economy in Government hea rdl
testimony from four experts on Soviet political and social conditions,
on decisionmakini process within the Soviet Union, how the power
structure operated and many other facets of Soviet life. The com-
mittee is continuing this dialog today wvith somewhat more emphasis
being placed on the economic base within the Soviet Union: the rate
at which the Soviet economy is growing, its potential for further
growth, the structure of the economy, tie stresses and strains which
limit the attainment of desired objectives, in particular the role of
the military -as a claimant on the resources of the economy.

The discussion yesterday and todav is an integral part of the sub-
committee's intensive review of U.S. military requirements in the
context of overall national priorities. For we have seen from 3 weeks
of testimony on this subject that what is happening in the Soviet
Union plays a central role in the establishment of the U.S. military
budget. We may be now facing a set of the most important decisions
ever posed to the American people: whether there is to be a further
round of escalation of the arms race, the end to which cannot be fore-
seen and the consequence of which may be to postpone the day when
we can meet our other high national priorities such as more and bet-
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ter education for our people, elimination of poverty, racial peace,
urban redevelopment.

The alternative, which we hope and earnestly pray is still available
to us, involves a deescalation of the arms race and, as the war in Viet-
nam is ended, a massive redeployment of our resources to meet and
solve our other most pressing problems at home.

I know that the experts with us today will help us better under-
stand the prospect we face for the immediate and longer run future.

Let me briefly introduce them:
Professor Bergson is professor of economics and former director,

Russian Research Center, Harvard. He is the architect of a recon-
structed series of Soviet national income and product for RAND and
USAF. He has supervised more doctorates in the field of Soviet eco-
nomics than any other professor in the West.

Professor Berliner is professor of economics and chairman of eco-
nomics department, Brandeis; he was the economic member of Russian
emigre interview project in early 1950's, and has special interests in
Sovlet -Ianagement, foreign trade, and teclnology.

Professor Hunter is professor of economics, Haverford. His special
interests are Soviet transportation, including passenger cars, Soviet.
planning and the economic efforts of arms control.

Prof. William Kintner will join us shortly.
He is deputy director of the Institute of Foreign Relations at the

University of Pennsylvania. A former army colonel, Dr. Kintner
recentlv released publications on strategic Soviet development which
stressed the growing danger of Soviet strategic superiority.

This afternoon at 2 o'clock we shall be hearing David E. Mark,
Deputy Director for Research, Bureau of Intelligence and Research
at the Department of State.

Gentlemen, I see your presentations vary somewhat in length. We
hope in general that you can hold down your formal presentation to
about 15 minutes or so-if you are a little longer than that that is
perfectly all right-so that we can have time for questions.

Dr. Bergson, would you like to start off ? You may go right ahead.

STATEMENT OF ABRAM BERGSON, PROFESSOR OF ECONOMICS,
HARVARD UNIVERSITY

Mr. BERGSON. Senator Proxmire. may I say first that I am pleased
and honored to appear before the Subcommittee on Economy in Gov-
ernment of the very distinguished Joint Economic Committee. I do
have a brief statement which I should be glad to read. and then if
you wish I should be glad to try to respond to any questions you may
have.

How much is the Soviet Government spending on defense? How
have such outlays varied in the course of time? What of their possible
future levels?

Its defense budget is a matter on which the Soviet Government con-
tinues to be notably secretive, even by its own standards. The magni-
tude of Soviet military outlays is, as a result, most difficult to appraise
meaningfully even with classified materials. It can only be more so
without such information. Wlhile by now familiar, these facts still
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need stressing, for the moral is that data on Soviet defense expendi-
turcs, even if seemingly precise, must in fact be speculative. The user
of such data is well advised to construe them accordingly.

For what it is wvorth, however, let me record that the Soviet Gov-
erinment appropriated to defense in 1968 16.7 billion rubles, or $18.4
billions at the Soviet official rate of exchaunge. The Soviet official
rate of exchange, however, is knowvn to grossly undervalue the ruble
in the case of defense goods'and services. Moreover, published Soviet
budgetary figures on defense, such as that just cited, are incomplete, in
the sense thatthey fail to cover fully items which might properly be in-
cluded in a comprehensive account of military expenditure. Among
other things, the published data omit support of military formations of
internal security forces; and very possibly also omit atomic weapon
stockpiling and some defense related research. The British Institute of
Strategic Studies informs us (in "The Military Balance, 1968-69,"
pp. 4-5) that the declared Soviet budgetary appropriation for 1968
was equivalent to $39-$40 billions, and that overall Soviet military
expenditures in that year "could be of the order of about $50 billions."
These figures, I think, are at least as likely to err on the down as on
the up side.

If the current level of Soviet defense expenditures is elusive, so,
too, is their growth over time, but the expenditures have fairly clearly
fluctuated about a rising trend. If the acknowledged budgetary outlays
are at all indicative, the trend in fact has for longr been a sharply rising
one:

SOVIET DEFENSE EXPENDITURES, EXPLICIT (EXCLUDING PENSIONS)

11950=100 percent]

Monetary outlays Real outlays

1940 - 70 103
1944 -168 284
1950 - , 100 100
1955 -130 144
1960 -I 1 168
1965 -154 246
1967 - 176 278

As indicated, after adjustment for price changes, the outlays are
now approaching, if they have not surpassed, the peak level reached
in 1944, during World War II.

Defense expenditures are usually taken as a measure of the volume
of resources that a country is currently committing to military pur-
poses, but as such they are properly read together with the more im-
portant physical magnitudes involved. This is especially in order for
the U.S.S.R., where monetary defense data are so difficult to interpret.
Physical magnitudes must be determined primarily from classified
intelligence, but I should explain that published information on such
features of the Soviet military establishment as the size of the armed
forces. missile holdings and the like seem very broadly consistent with
the levels and trends of defense expenditures referred to.

How Soviet defense expenditures will vary in the future, to come to
this question, wvill depend on the evolving international environment in
which the U.S.S.R. finds itself; the foreign policy which the U.S.S.R.
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vishes to pursue within this environment and the economic potential
available to support one or another such foreign policy, including the
defense budget that it requires. Among these different factors, the
latter must be accorded priority here. Turning to it, any serious
appraisal must, I think, consider a number of aspects:

1. The total output from which the Soviet Government must draw
its defense outlays is still relatively limited by U.S. standards. Thus,
the U.S.S.R. produced in 1966 a gross national product equal to but one
half of ours, or to but two-fifths of ours -when calculated per capita.

2. The Soviet GNP continues to grow at a respectable rate, though
not as fast as formerly. Whereas total output grew at over 7 percent
during 1950-58, the tempo has now declined and during the years
1962-67 averaged but 5.5 percent.

3. Soviet growth for long has been notably expensive in terms of
the additional capital that it has required. Even in the 1950's, rapid
grow-thl of output could be achieved only through decidedly more rapid
growth of capital, and more recently the disproportion between the two
trends has become still more marked. Over the 10-year period 1950-60,
the stock of Soviet capital per unit of output grew 22 percent. By 1965,
or in the interval half as long, it has grown another 14 percent. A corol-
lary is that in order to assure continued expansion of output, the
Government must plow back an ever larger share of that ouptut in new
investment. This is necessary merely to maintain the tempo of growth
of output, never mind to raise it.

4. The Soviet Government through the years promised consumers
much. At long last it has concluded that it is expedient to redeem these
promises in a greater degree than it did formerly. To a greater extent
than in the past, therefore, consumers too must share in the fruits of
progress, and consumption is no longer simply the residual segment
of total output that it once was.

5. Under the reforms in planning initiated by Brezhnev and
Kosygin in September 1965, the Soviet Government hopes to limit
further increases in the capital cost of growth, and perhaps even to
reduce such costs. Resources allotted to consumption are also to be
used more effectively in meeting consumers' demands, particularly in
respect of quality and assortment. These reforms are still in process of
implementation, and what they will achieve remains to be seen.

In sum, the Soviet Government has been seeking to support a mili-
tary establishment of the first class with an economy that by U.S.
standards has been of the second class. This is a difficult feat. and it is
apt to become more difficult in the future, as the competing claims of
capital investment and consumption become more demanding. Still
the Government has found the necessary means so far, and it should be
able to continue to do so. But it can be expected to scrutinize marginal
defense requirements for additional military outlays more closely
than hitherto. It will do so the more should defense requirements in-
crease more rapidly than output. It also goes without saying that
for the U.S.S.R. there has always been an economic case to join in arms
control and disarmament measures. That should certainly still be so
in the future.

Thank you, Air. Chairman.
Chairman PROXMrRE. Thank you, Air. Bergson.
Professor Berliner?
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STATEMENT OF JOSEPH S. BERLINER, PROFESSOR OF ECONOMICS,
BRANDEIS UNIVERSITY

M1r. BERLINER. I Welcome the opportunity to appear before this sub-
committee. I have an academic interest in Soviet priorities, but I have
a :ery personal interest in U.S. priorities. And the opportunity to
review the one and 'think about the other is welcome indeed.

I won't read my paper. I have shot my wad, so to speak, in my
written statement, and I would like just to summarize the high points
of the arglumenit.

The main point to which I wish to call the attention of the commit-
tee is that in evaluating Soviet priorities it is important to keep in
mind that the Soviet Union is still No. 2 with respect to economic
levels and is highly sensitiveto the fact. Throughout its history one
of the major objectives of Soviet policy in official pronouncements as
wvell as in actual policy has been "overtaking and surpassing the
Ullitecd States."

This objective is far from attainment. It has been 50 years now, and
the Soviets are somewhat closer but still from their own point of
view an enormous distance behind what they must have imagined
would be the shape of the future in 1917.

Therefore, in considering the alternatives for which the Soviets
might wish to use their military resources I should say that the highest
priority is this long postponed objective of seeing the Soviet economy
at least rivaling the major capitalistic economies of the advanced
world.

This is one priority wvhich plays a role in Soviet decisionmaking
but which doesn't have an equivalent in U.S. clecisionmaking, I would
suggest. The direction of our own economy is not -overned to the same
extent 'by what happens in the Soviet Union as Soviet policy is gov-
erned by what happens in the U.S. economy. And this gives us a
measure of freedom, I will suggest in my conclusion, that is not'avail-
able to the U.S.S.R.

The Soviets have a number of priorities -which are similar to those
of the United States in the sense that they deal with strictly domestic
problems. They have both been referred to -in Professor Bergson's
paper. And I will just mention themaiere.

One is agriculture. I presented a few benchmark figures in my paper
to provide a sense of the dimensions of the problem. Perhaps it can be
summarized most pithily in the observation that during the 25 years
of Stalin's reign per capita production of agricultural output actually
declined. For half of the whole Soviet period agriculture took not only
a second place but a remote second place.

Since the death of Stalin, agricultural output has been creeping up
at a per capita basis of about 1 percent per year. I would guess that in
the history of Western countries. and certainly developed countries,
this intense backlog of agricultural need is probably unsurpassed. The
pressures on the Soviets, on the Soviet leaders, the urge and desire to
find resources for shoring up their lagging agriculture, are undoubt-
edly intense indeed.

The second area of national pliority is the housing area. In con-
versations with Soviet citizens it has often been said, at'least it used to
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be said 10 or 15 years ago, that the housing problem is the one that
presses most keenly on the daily life of Soviet people. There has al-
ways been enough to eat, though not very high quality food in terms
of meats and protein-based foods, but there is enough to eat. And
there has always been enough clothes. But the shortage of housing has
been something that presses on the lives of the Soviet citizens day
after day, a housing situation in which floor space per person is ex-
tremely low by international standards and by historic Soviet stand-
ards, in which several people are always crowded into a single room.

Again, just by way of a benchmark, as far back as the 19!20's, at the
time of the height of their aspirations for a Socialist society, the Soviets
established as a minimum health norm, 9 square meters of floor space
per person. At that time, the Soviets enjoyed a housing 'area of roughly
5.9 square meters per person. But this was an age of aspiration. By
1940, as a result of the rapid urbanization of the country-very sim-
ilar, by the way, to the rapid urbanization of our own country since
World War II-housing space per person fell to slightly over 4 square
meters. In the years since World War II-and I should point out there
was an enormous destruction of urban housing during World War II-
housing per person has crept up slowly, but not until 1961 did floor
space per person regain the level of 1926. That is a long time by his-
toric standards for people to be crowded into the same per capita
housing space.

In preparing for these hearings, when I reviewed the statistics on
Soviet appropriations for housing, I was astonished to note that in
1961 housing appropriations declined absolutely, and in each of the
successive 4-year appropriations for housing declined over the preced-
ing year. Given the pressures on the Soviet Government in this high
priority area, the decline in housing appropriations must have been a
very bitter pill to swallow. Its causes, military or whatever, are one
thing. But I would urge that this was no doubt a very difficult decision
to make.

I would guess that these are the two major civilian-type priorities
that the Soviets face.

In addition, there are other and perhaps dominating priorities.
There is the one with which I began my remarks, a priority for which
there is no real equivalent in the United States. And that is the in-
tense urge to demonstrate that the Soviet socialist system has the com-
petence to overtake and surpass the most advanced capitalist coun-
tries. It has been in the pursuit of this objective that the Soviets have
maintained over these long years the extremely high rate of invest-
ment. And if one has a feel for the intensity with which this objective
is held by the Russians, then the decline in the growth rate, which be-
gan around 1958, must also have been felt most keenly. It must have
been the source of enormous concern. We have evidence for this in
the intense search since the mid-1960's for new forms of economic or-
ranization which might help to shore up this sagging rate of growth.

I don't need to provide the statistics here. The staff of your own com-
mittee has provided most of the documentation. But the main point is
that even since the recovery from the bad years of 1962 and 1963, the
Soviets have been pushing ahead at a growth rate of roughly 1 per-
centage point higher than that of the United States.
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What has happened since the heyday of the 1950's is that the Soviet
grrowth rate has declined, and the U.S. growth rate has risen. The gap
between them has declined to about 1 percentage point which, for a
country that 50 years ago had as its long-term objective overtaking and
surpassing the United States, is a very modest and depressing per-
formance.

The urge for reform is accompanied by what are undoubtedly great
pressures for increasing the rate of investment in order to try to main-
tain earlier rates of growth. There is some question, however, whether
the rate of investment is enough. The search for new organizational
techniques is intended in my view primarily to get at another source
of growth which has been neglected by the Soviets in the past, that is,
growth due to technological progress. It will take more than an in-
crease in the rate of investment for the Soviets to manage to accel-
erate their rate of technological progress.

Let me now read my concluding paragraph, which is the summary.
Military and space expenditures in thie U.S.S.R., as in the United

States, employ resources that are deflected from other highly press-
.ing national needs. One class of such needs is the long-postponed
rise in the living levels of the population, particularly in the areas
of agriculture and housing. The other high-priority goal is the need
to advance the long-term objective of gaining economic parity with
the major capitalist couiltries, which requires heavy expenditures on
investment. The urgency of these needs is not such that the Soviet
leaders would neglect the nation's defense requirements in order to
meet them. N or is it such as to overcome the pressures to expand
their strategic, military, and naval forces in support of their longer
run foreign policy objectives. These pressures are likely to be dominat-
ing as long as the U.S.S.R. maintains military inferiority to the
United States, both in general and in areas of particular strategic
interest like the Mediterranean. But it does mean that the Soviet
leaders-perhaps one should say some Soviet civilian leaders-may
be expected to view with great alarm the prospect of future large
increases of military and space expenditures for such reasons as
the defense of the Chinese border, or war in the Mfiddle East, or
a major new escalation in nuclear -weaponry.

This is not to say that the Soviet leaders are desperate for any
form of arms control agreement. One can say, however. that be-
cause of their pressing national needs the Soviet leaders may be ex-
pected to be seriously interested in the prospect of a satisfactory
arms control agreement.

This completes my testimony on Soviet priorities. I conclude with
an observation on U.S. priorities, but I won't take the time of the
committee to present it in my oral presentation.

(The prepared statement of Professori Berliner follows:)

PREPARED STATEMENT OF JOSEPH S. BERLINER

Last year the USSR entered the second half-century since the Bolshevik
revolution. If Lenin were alive to celebrate that event, he would have had
cause for both satisfaction and dismay. He would have been deeply satisfied
with the economic attainments of the USSR compared to the poor agricultural
nation over which he took power in 1917. He would have felt that the socialist
form of economic organization had fully justified itself. But if he compared
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the Soviet economic position with that of the advanced capitalist world, he
would have been profoundly dismayed. For it was the most fundamental of
Marxian tenets at the time that the days of capitalism were numbered. It
would have been inconceivable to Lenin in 1917 that a half century later the
capitalist world would continue to exhibit the vitality to maintain a vast
lead in technological progress and economic growth.

I have chosen this introduction to call your attention to the long-run in
considering Soviet priorities. Since 1917 the celebrated slogan of Soviet eco-
nomic policy has been to "overtake and surpass the advanced capitalist coun-
tries." Soviet priorities have in fact always been formulated not solely in
terms of some internal definition of social welfare, but with an eye on the
economies of the U.S. and Western Europe. It is perhaps not an exaggeration
to say that the sense of grave concern about the economy in the USSR
today is due not to what has occurred in the USSR, but to what has oc-
curred in the U.S. If the U.S. had followed the historical path of decline
foreseen by Marxian theory, the recent slowdown in -the Soviet growth rate
may have been regarded as a normal phenomenon in a successful maturing
socialist society. If there were no U.S., there would be no great economic re-
form in the USSR today, and no new search for a better form of socialist
economic organization.

In both the U.S. and the USSR, military expenditures deflect resources
from other pressing national needs. But because of this historic goal of over-
taking the U.S., military expenditures place an additional burden on the USSR;
for they slow down the rate at which the Soviets hope to narrow the gap
between their own economy and ours.

I shall first discuss briefly Soviet national needs which are similar to those
discussed in these hearings on American policy. I shall then turn to this spe-
cial Soviet preoccupation with the margin of economic growth over that of
the U.S.

If we were to select the highest priority national need in the U.S., a likely
candidate is the elimination of poverty. In our affluent society, we may properly
regard the elimination of poverty as a matter of redistributing income rather
than as a matter of expanding production. And since the size of the so-called
poverty-gap is only about $15 billion, a modest deflection of military expenditures
could readily cut to the heart of the poverty problem. In the USSR. perhaps the
highest priority need is the expansion of agricultural output This, however, is a
problem of production rather than of redistribution. And its dimensions are such
that it is not as easily solvable as the problem of poverty in the U.S. If a po-
litical leader had his choice of economic problems, he would be %wiser to choose
to cope with poverty in the U.S. than agriculture in the USSR.

The present difficulties of Soviet agriculture have their origin in an earlier
period. Between 1928, when the modern planning period began, and 1953, when
Stalin died, gross output of agriculture grew by only 10%.' During that same
period the Soviet population grew by 25%.2 Hence per capita agricultural output
at the end of that quarter-century wvas substantially lower than at the beginning.
From 1953 to 1959 the post-Stalin leadership by a series of extraordinary meas-
ures, managed to recover some of the lost ground; agricultural output grew at
about 5.8% per annum.? while population grew at 1.8% per annum.4 Many of
those measures were of.a one-time nature, however, like the incorporation into
production of a large new area of virgin lands. Once these measures were ex-
hausted, the rate of growth settled back to what may be regarded as a more
normal level. From 1959 through 1907 agriculture has expanded at about 2.6%
per annum,5 while population has grown at about 1.4% per annum. 6 At these
rates, per capita agricultural output is advancing at little more than 1% per
year. Since agriculture-based commodities like food and clothing are a large
component of Soviet consumption, the slow growth of per capita agricultural

'D. Gale Johnson, "Agricultural Production," in A. Bergson and S. Kuznets, Economic
Trends in the Soviet Union (Harvard Press: Cambridge, 1963), p. 210.

2 Abram Bergson, The Real National Income of Soviet Russia Since 1928 (Harvard Press:
Cambridge, 1961), p. 442.

3New Directions in the Soviet Economy, U.S. Joint Economic Committee, 89th Congress,
2nd Session (GPO: Washington, 1966), p. 346.

4 Bergson. p. 442.
& Soviet Economic Performance, 1966-67, U.S. Joint Economic Committee, 90th Congress,

2nd Session (GPO: WashIngton, 1968), p. 28; also New Directions, p. 346.
6 Soviet Economic Performance, p. 51.
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output is a severely binding limitation on the ability of the Soviet leaders to
raise the living levels of their people.

Part of the explanation of the slow growth of agriculture is to be found in or-
ganizational problems. But a large part of the explanation is to be found in the
limited supply of non-labor resources allocated to agriculture. Consider, for ex-
aimple, the fact that Soviet farmers cultivate a cropland area 71% greater than
that of the U.S., with over seven times as much manpower as in the U.S. But they
cultivate this larger area with only 34% of the number of tractors used in the
U.S., .33% of the trucks, 60% of the grain combines, 62% of the commercial fer-
tilizers, and 80% of the electric power used in American agriculture.7 A more
rapid expansion in agricultural output will require a more rapid expansion of
these industrial inputs into agriculture. It is precisely here that military ex-
penditbres conflict with this highest priority national Soviet need. For budgeted
military expenditures in 1968 amounted to 16.7 billion rubles, while gross fixed
investment in agriculture in 1967 was 10.4 billion rubles.' A reallocation of ex-
penditures from military to agriculture could contribute substantially toward
the promotion of this pressing national need.

We do not know very much about how such issues of national priority are
debated and resolved in the Kremlin. But we have indirect evidence that the
case for expanded agricultural investment is being vigorously promoted, to the
point that a Politburo member has taken the rare step of publicizing his dis-
agreement with a decision to cut agricultural investments.9

Turning to the second item on the list of national needs in the U.S. we might
well point to the issue of urban blight, which is not unrelated. of course, to the
first priority issue of poverty. Curiously enough, the second item on the Soviet
list would very likely also be the housing problem.

One of the sourees of the present-day American problem of urban blight and
urban poverty is the large-scale rural-to-urban migration during World War II
and afterward. Our cities have not managed to plan for or cope with the vast
social and economic adjustments required for so large a population migration.
The USSR in the 1930's underwent a similar but much more rapid and extensive
rural-to-urban migration. The consequence was a sharp deterioration in urban
housing and living conditions. which was further aggravated by the extensive
housing destruction in World War II. In the 19.50's Soviet citizens often expressed
the view that the poor condition and crowdedness of housing was the single most
difficult aspect of material welfare in their country.

The benchmark in evaluating Soviet housing conditions is the figure of 9
square meters of floor space per person, which was officially adopted in the
1920's as the minimal health standard. The census of 1926 reported that the
actual housing space amounted to 5.85 square meters per person. By 1940, as a
result of the rapid urbanization, the figure declined to 4.34 square meters per
person. As a result of massive expenditures in the post-war period, the decline
in per capita housing space was finally arrested, and the figure began to rise.
which contributed to a sense of rising welfare, particularly in the 1950's. But the
rise was nevertheless slow, so that not until 1961 when per capita floor space
reached the level of .5.91 square meters, was the 1926 level at last regained. In
that year the Soviet urban population lived 2.72 persons to a room, compared to
2.60 persons per room in 1923, and compared to the accepted maximum of 1.5
persons per room in the U.S. and Western Europe."9

Given this long history of deprivation. one can only imagine the tension
associated with the decision in 1961 to reduce absolutely the allocation to
housing construction below the level of 1960. by about 5%. And in each of the
subsequent three years the housing allocation was again reduced below the
preceding year. Not until 1966 did the housing allocation regain the level of
1960. Housing does not compete with military expenditures alone, of course. but
with all other possible uses of the nation's production including agriculture. But
again, a reduction in military expenditures, which were budgeted at 16.7 billion
rubles in 1968, would go a long way toward shoring up the housing investment
allocation which presently stands at a level of about 9 billion rubles.'

Agriculture and housing are the two major national economic needs that com-
pete with military expenditures. But if military spending were reduced, it is not

Ibid., p. 31.
I Ibid., pp. 42, 47.

9 Ibid., p. 5.
1' Neu, Directions, pp. 540-546.
11 Soviet Economic Performance, p. 42.
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certain that all or most of the resources saved would be re-allocated to those
uses. For there remains the other dominating national priority I referred to
earlier-the goal of closing the gap between the Soviet economy and those of the
major capitalist countries. The pursuit of this goal requires expanding investment
in the heavy industry sector, particularly machinery and equipment manufactur-
ing. The long-run goal of expanding the heavy industrial capital stock conflicts
with the shorter-run goals of relieving the agricultural and housing needs of the
nation.

This is the context in which we must view the recent decline in the Soviet
growth rate. For the greater the margin of Soviet growth over U.S. growth, the
more satisfactory is the rate of attainment of the long-run goal, and the more
likely are the Soviet leaders to reallocate resources from heavy investment to
such competing uses as agriculture, housing and military. However, the margin
of Soviet over U.S. growth has been closing rather than widening in recent
years. In the period 1950-1958, Soviet GNP grew at an annual rate of 7.1%, com-
pared to 2.9% in the U.S., an impressive difference of 3.2 percentage points. In
the period 1959-1964, Soviet growth fell to an annual rate of 5.3%, while U.S.
growth rose to 4.4%.2' 'The Soviet margin declined to less than one percentage
point, a sharp blow to the long-run goal of economic parity with the U.S. But
the Soviet decline in those years was heavily weighted by a succession of poor
harvests. In the most recent period of 1965-1967, Soviet growth has recovered
somewhat to the level of 5.9% per annum, but U.S. growth has also risen to
4.8%.o" Hence the margin of Soviet advantage is now running at slightly above
one percentage point, not substantially different from the preceding six years.

The evidence is fairly clear that the Soviets have been falling behind in the
attainment of their highest-priority long-term goal. Two sets of factors have
been at work. On the one hand, certain advantages available to them two dec-
ades ago were no longer available in the present decade, and their growth rate
has consequently declined. On the other hand the periodic recessions which
plagued the U.S. two decades ago have been eliminated, and in the present
decade our own growth rate has risen closer to our potential. Both sets of fac-
tors are likely to continue into the next decade, and it is reasonable to expect
that the margin of Soviet growth over that of the U.S. will continue at the level
of about one percentage point.

This is a highly unsatisfactory state of affairs for the Soviet leaders, and may
be expected to generate great pressure for the expansion of investment. And
the magnitudes are such that a reduction in military expenditures could make
a massive impact on heavy industry investment. In 1967 heavy industry invest-
ment amounted to about 17 billion rubles compared to 1968 budgeted military
expenditures of 16.7 billion rubles.14

A sharp increase in investment, at the expense of military or other expendi-
tures, may be expected to raise the Soviet growth rate. But it should be noted
that Soviet growth has suffered from factors other than the limits on invest-
ment resources. I refer in particular to the extensive evidence of a decline in
the efficiency with which the economy uses its investment and other resources.
A central component of this decline is the management of technological progress.
It appears that as modern economies advance, their continued growth depends
less on the mere accretion of additional machines and additional labor, and
more on the higher quality of the new machines and the new labor-in a word,
on the rate of technological progress. Soviet leaders continue to express grave
concern at the unsatisfactory rate of technological progress, and the present-
day economic reforms are designed in large measure to find new economic ar-
rangements that will encourage technological progress more successfully than
in the past. This may prove to be a very difficult thing to do. If so, the pressure
for increasing investment will be all the greater in order to offset deficiencies
in the technological quality of new investment.

Summarizing, military (and space) expenditures in the USSR, as in the U.S.,
employ resources that are deflected from other highly pressing national needs.
One class of such needs is the long-postponed rise in the living levels of the

"2 ANew Directions, pp. 105-106.
13 Soviet Economic Performanee, p. 12.
14 Ibid., pp. 42, 47.
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population, particularly in the areas of agriculture an(d housing. The other high-
priority goal is the need to advance the long-term objective of gaining economic
parity with the major capitalist countries, which requires heavy expenditures
on investment. The urgency of these needs is not such that the Soviet leaders
would neglect the nation's defense requirements in order to meet them. Nor is
it such as to overcome the pressures to expand their strategic, military and
naval forces in support of their longer-run foreign policy objectives. These
pressures are likely to be dominating as long as the USSR maintains military
inferiority to the U.S., both in general and in areas of particular strategic in-
terest like the Mediterranean. But it does mean that the Soviet leaders-per-
haps one should say some Soviet civilian leaders-may be expected to view
with great alarm the prospect of future large increases of military (and space)
expenditures for such reasons as the defense of the Chinese border. or war in
the Middle East, or a major new escalation in nuclear weaponry. This is not
to say that the Soviet leaders are desperate for any form of arms control agree-
ment. One can say, however, that because of their pressing national needs, the
Soviet leaders may be expected to be seriously interested in the prospect of a
satisfactory arms control agreement.

Senator Proxmire invited me to discuss "Soviet economic potential in the
context of its social, political and military priorities." In ruminating on the
question, I have had occasion to think a bit about U.S. priorities as well, and
I am moved -to offer a concluding observation. Soviet national income is roughly
half that of the U.S., and per capita consumption is roughly a third of the
U.S.' 5 Though they are relatively poorer than the U.S., the Soviets nevertheless
seek to attain absolute parity with the U.S. in military posture, in space, and
in level of national product. Hence the conflict between these latter goals and
other national needs is very much sharper in the USSR than in the U.S. Or put
the other way round, the U.S. does not need to consider its other high national
priorities to be as keenly competitive with military and space spending as the
Soviet Union needs to. With our much greater wealth, we can attend -to more
of our national needs at once than the Soviets can.

Yet we have gotten into the habit of thinking that elimination of poverty and
urban blight must be delayed because of our military and space expenditures;
much as Soviet agricultural and housing needs must wait their turn behind
other priority needs. I wish to urge that while for the Soviets this competition
among different uses of the national product is very real, for us it is not nearly
as real, and the habit of thinking it to be real has been a major source of civil
strife in our country.

In three weeks our nation will have succeeded in landing ma man on the moon.
Yet there are millions in this country, including a great mass of our college stu-
dents, who will view the event not with awe but with disgust. For they are unable
to close their eyes, even for a day, to the facts documented in this very Congress,
of starving American children in many of our states, and rat-infested slums
amidst elegant suburbs, comfortable universities and industrial office palaces.

While all the uses of our national product are in a sense competitive with each
other, no one use is necessarily competitive with any other. We can have both guns
and butter if we are willing to give up power boats and tourism abroad. I wish
therefore to propose that we cease the practice of regarding military and space
expenditures as competitive with the elimination of poverty and urban blight.
We might do this by adopting what may be called a National Priority Matching
Program, in which every additional tax dollar appropriated for military and
space would be matched by an additional dollar appropriated for the elimination
of poverty and urban blight, while every dollar's reduction in military and space
spending would also be re-appropriated for the elimination of poverty and urban
blight. Only by some such binding program can we be sure that when the pres-
sures for inter-planetary space exploration mount, as they already have begun
to do, our national glory will not be purchased at the cost of our national disgrace.

Chairman PROXMNIR1E. Thank you, Professor Berliner.
Professor Hunter?

M5 Ibid., pp. 16. 92.
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STATEMENT OF HOLLAND HUNTER, PROFESSOR OF ECONOMICS,
HAVERFORD COLLEGE

Mr. HUNTER. Thank you, Senator Proxmire.
The subject of these hearings is an extremely important one. I there-

fore feel a great responsibility to be as accurate and thoughtful as
possible in responding to the subcommittee's questions. To that end
I have prepared a short memorandum on Soviet uses of output, 1960
to 1974. The opening section presents a summary and conclusions.

Section II discusses the underlying statistical estimates and section
III offers four hypothetical projects for the next 5 years. The final
section deals with some possible policy implications. My hope is that
this material will be vigorously criticized by the other members of the
panel, and that our discussion will contribute to the committee's
reflections.

SOVIET USES OF OUTPUT, 1960-74

I. SU-M-MARY AND CONCLUSIONS

This report presents rough estimates for total Soviet output, year
by year from 1960 through 1968, together with plan targets for 1969
and four hypothetical alternatives for 1970-74. The economy's total
output is divided each year into investment, defense, and all other
uses-mainly consumption. While the figures are very approximate,
they appear to give a reliable indication of orders of magnitude, since
their structure is stable under experiments with alternative estimating
app roaches.

Soviet output has been growing at 6 percent or 7 percent per year
during the 1960's. The reduced growth rate of 1962-63 has not per-
sisted. The GNP growth rate of the 1960's represents a slowdown only
in comparison with the very high growth rate of 1947-58. Even
assuming that corrected data eventually disclose some Soviet exag-
geration for the last few years, it appears that recent Soviet GNP
growth has been at least as rapid as U.S. growth in real terms since
1961.

Chairman PROXAYIIRE. You are not talking about percentage, you are
talking about real growth, absolute growth.?

Mr. HUNTER. Real, corrected for price changes.
Chairman PROXmIRE. In absolute terms, is that correct?
Mr. BERGSON. Or percentage terms.
Mr. HUNTER. I meant percentage terms.
Chairman PROXMIRE. Percentage terms; all right.
Thank you.
Mr. HUNTER. The high rate of Soviet output growth reflects a high

share of capital investment in each year's GNP. Rapid future growth
will require continuation of a high investment/output ratio. This
means that national security outlays compete, among major Soviet
priorities, not only with consumption but also with investment. Its
not just "guns versus butter," but "guns versus butter versus a larger
pie in the future." During the 1960's, in fact, the "larger pie" took
about three times as much output as defense did. In the short run, as
a result, a marked slowdown in Soviet output growth would free re-
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sources either for larger defense outlays or for immediate consullmp-
tion increases.

Under present conditions, Soviet defense outlays can either rise or
faHl. Defense cuts would permit more consumption and facilitate out-
put growth. But a new spurt in the arms race would not need to halt
growth or lower Soviet living standards. Defense outlays over the next
5 years could more than double while ermitting consullption to grow
by one-fifth to one-third. Plausible defense cuts, on the other hanld,
would serve the Soviet national interest by facilitating continued rapid
economic growth, together waith a rise in consumption of something
like 50 percent in the next 5 years.

United States defense outlays produce no net gain in national
security when they are offset by equivalent Soviet defense outlays. The
principle also applies in reverse: reduced U.S. arms spending would
not reduce national security if it were matched by verified Soviet
reductions. Reduced outlays would, howvever, release resources for
other high-priority uses, which suggests that arms reduction nego-
tiations should have the highest priority of all.

11. THE UNDEuRLYING ESTIMTATE'S

I turn now to an explanation of how these output estimates were
compiled, and a brief discussion of what they show about the Soviet
economy. It should be acknowledged immediately that the estimates
yield only orders of magnitude, for three reasons: (1) they are highly
aggregated total of somewhat uncertain coverage and composition;
(2) they cover recent years, for which only preliminary figures are
available, and extend into the future; and (3) most importantly, they
touch on Soviet defense outlays, making use of extremely fragmentary
evidence. You are asking today about the most mysterious part of the
Soviet economy. A conscientious economic analyst faces a dilemma
in trying to respond. The absence of published Soviet data makes it
impossible to be precise, and difficult to be firm, even about rough
approximations. But legislators and policymakers are right to press
for indications of orders of magnitude, and that is what these esti-
mates supply.

Three considerations suggest that trends in the size of Soviet output
and its major components during the 1960's can be fairly reliably dis-
cerned. The first is that painstaking Western research over the last
20 years has made it possible ,to put official Soviet data into a Western
analytic framework. Official Soviet series for years up to 1964 or 1966
can be compared with independently compiled series whose theoretic
basis and statistical underpinning are well understood. Experiment
shows that over the last 15 years or so these series move very closely
together.

'§econdly, a major new study by Abraham S. Becker, to be published
next month,1 compiles Soviet national accounts data on an adjusted
factor costs basis up through 1964, thus providing some structural
benchmarks for the series compiled here. The third factor to be con-

'Soviet National Income, 1958-64: National Accounts of the U.S.S.R. During the 7-Year
Plan Period (Berkeley and Los Angeles: University of California Press, 1969).
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sidered is the fairly regular and parallel way in which major com-
ponents of Soviet output have grown over the last 10 or 15 years.

Alternative weights don't make much difference. Proportions are not
decisively changed by refinements in compilation. In a growing econ-
omy with a stable structure, all aggregate series tend to move smoothly,
and broad trends are thus fairly unambiguous.

Table 1 presents some illustrative estimates of this sort. The fig-
ures are in billions of Soviet rubles "at 1964 valuation." They reflect
a crude effort to use internal Soviet relative valuations, adjusted to a
factor costs basis, for a year in the center of the period under examina-
tion. The official Soviet figure for 1964 national income at current
prices is extended backward to 1960 and forward to 1969 by means of
the new official index for national income "used for consumption and
investment." This series moves closely with Western estimates for
Soviet GNP in constant prices. The official Soviet figures for fixed in-
vestment "in comparable prices" and for budgeted defense outlays in
1964 are adjusted upward so that investment is 33 percent and defense
is 10 percent of the 1964 national income. These are the shares that
emerge from a careful reconstruction by Abraham S. Becker in his new
study. Then the official figures for investment and defense outlays in
earlier and later years are adjusted upward by the same proportion.
The resulting absolute annual estimates permits subtraction of a re-
sidual showing what was available in each year for all other uses.

(Table 1 follows:)

TABLE 1.-SOVIET GROSS NATIONAL PRODUCT, BY YEAR, 1960-68 AND PLAN 1969. DIVIDED INTO FIXED INVEST-
MENT, DEFENSE, AND ALL OTHER USES, IN BILLIONS OF RUBLES AT 1964 VALUATIONS.

Total GNP Investment Defense Balance

1960 ------------------- 145.0 47.7 12.7 84.61961t--------------------- 153.7 49.8 15. 8 88.1
1962---------------------- 161. 0 52.2 17.2 91.6
1963---------------------- 166.8 54.9 18. 9 93.0
1964 - -181. 3 59.8 18.1 103.4
1965 ---------------------------------------- 192.9 64. 7 17.4 110. 8
1966 - -207.4 69.6 18.3 119.5
1967 - -221.9 75.3 19.8 126.8
1968-- 237.9 81. 7 22.8 133.4
1969 plan -253.8 86.6 24.1 143.1

Sources: The 1964 "total GNP" figure is the Soviet figure for net material product in current prices, from TsSU, Narodnoe
khnziaistvo SSSR v 1967 g. (1968), p. 671. Absolute data for 1960-63 and 1965-67 are obtained through applying the index
values for national income "used for consumption and accumulation" (i.e., excluding capital losses and net foraign bal-
ance-see ibid., p. 920), given in a footnote on p. 671. The fixed investment series "'at comparable prices" for 1961-67so p. 613 is raised by 1.329, the ratio of 59.8 (33 percent of 181.3)1to45. The 1960 investment figaro is from Narkhoz 1965,
p 528. Thel960-65 state budget defense item is taken from Min. Fin., Go. biudzhetSSSR (1966). P. 21 1966-67 figuresare from Narkhoz 1967, p. 866. The whole series is raised by 1.361, the ratio sf 18.1 (10 percent of 181.3) to 13.3. 1968results asd 1969 plan targets are tram V. F. Garbuzov in Pravda, Dec. 11, 1968, p. 4, translated in CDSP, vol XX, No. 51
(Jan. 8, 1969), p. 4; N. K. Baibakov in Pravda, Dec. 11, 1968, p. 1, translated in CDSP, vol. XX, No. 50 (Jan. 1, 1969), p. 5
and Pravda, Jan. 26, 1969, p. 2, translated in CDSP, vol XXI, No. 4 (Feb. 12, 1969), p. 7.

Table 2 shows the aimua1 percentage increases in total output and
in each component, along with the relative claim that each end-use
exerted. A striking degree of stability is evident. Given the crudity
of the estimating procedure, year-to-year changes should not be con-
sidered significant. It has been true from 1960 to date that fixed invest-
ment received about one-third of each year's output, and national de-
fense about one-tenth, leaving between 55 and 60 percent for all other
uses.

(Table 2 follows:)
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TABLE 2.-PERCENT SHARES AND ANNUAL PERCENT INCREASES FOR SOVIET GNP AND ITS MAJOR COMPONENTS
BY YEAR, 1960-PLAN 1969

PERCENT SHARES

Total Invest- Total Invest-
GNP ment Defense Balance GNP ment Defense Balance

1960 32.9 8.8 58.3 1965 -33.5 9.0 57.5
1961 32.4 10.3 57.3 1966 -33.6 8.8 57.6
1962 - . .32.4 10.7 56.9 1967 -...----.. 33.9 8. 9 57. 1
1963 -32.9 11. 3 55.8 1968 -- 34.3 9.6 56.2
1964 33.0 10.0 57.0 1969 plan -34.1 9.5 56.4

ANNUAL PERCENT INCREASES

1961 -6.0 4.4 24.4 4.1 1966 - 7.5 7.6 5.2 7.9
1962 4.7 4.8 8.9 4.0 1967 -- 7.0 8.2 8.2 6.1
1963 3.6 5.2 9.9 1.5 1968 . 7.2 8.5 15.2 5.2
1964 8.7 8.9 -4.2 11.2 1969 plan.... 6.7 6.0 5.7 7.3
1965 -6.4 8.2 -3.9 7.2

Source: Derived trom table 1.

The 10-percent share of defense in Soviet output reflects Soviet
valuations and seems to be an upper limit. Abraham Becker's detailed
analysis puts the share of explicit defense expenditure il GNP at
current adjusted factor costs around 5.8 to 7.3 percent over the 1958-
64 period. The other 3 to 4 percentage points reflect my generous al-
lowance for defense-re]ated outlays-for example on research and
development, and internal securitv-hidden elsewhere in Soviet ac-
counts. If exhaustive data, were available. they would no doubt show
annual fluctuations different from those in my crude aggregate series.
Valuation procedures using different price wveights could also shlow a
]arger defense share; computations using "1937 prices," drawing on
recent Becker-Moorsteen-Powvell estimates, raise the defense share
to a range between 14 and 19 over this period. A major policy con-
clusion is nevertheless inescapable; massive Soviet military power
now exists on the basis of a share of national output that has been
small enough to be accompanied by rapid economic growth and rising
living standards.

Table 3 shows that there does not appear to have been any marked
change in allocation policy if one compares the last 5 years of the
Khrushelhev era witlh the 5 years up to the present. Total output ap-
pears to have grown slightly more rapidly since 1964, and there may
have been a very slight rise in investment's share of total output,
matched by a slight fall in the defense share, but the margin of error
in these estimates is such that minute changes of this kind cannot
yet be firmly established.

(Table 3 follows:)

TABLE 3.-5-YEAR TOTALS FOR SOVIET GNP AND COMPONENTS, 1960-64 AND 196549 PLAN, IN BILLIONS OF
RUBLES AT 1964 VALUATIONS

Total GNP Investment Defense Balance

196044 807.8 264.4 82.7 460. 7
196549 plan . 1,113.9 377.9 102.4 633.6
Percent shares:

196044 .32.7 10 3 57. 0
196549 plan -33.9 9.2 56. 9

Avera e annual groawth rates: 5-7-5.8--- -- -5.
196044.---------------5.7 5.6 9.3 5.1
196549 plan -7.0 7. 7 5.9 6.7

Source: Derived from table 1.

31-690-69-pt. 3-6
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Table 4 brings out some interesting relations between the share of
each year's output going to investment and the associated annual out-
put increases. While investment is by no means the only cause of output
growth, there is a broad relationship between them that figures in
much economic thinking. If 15 percent of GNP goes into capital forma-
tion, for example, and it takes $3 of capital plant and equipment to
generate an additional dollar of output, we teach that output can grow
by 5 percent. Table 4 shows that during the 1960's the U.S.S.R. has
been putting about a third of its GNP into fixed investment, and ob-
taining an annual output increase of 6 to 7 percent. Neglecting the dis-
tinction between gross and net investment, we can see that the incre-
mental investment/output ratio has varied from a high of 9.1 in 1963
to a low of 3.8 in 1964, averaging around 5 over the whole decade. It
was high when output growth was undermined by a bad harvest and
low in the following recovery year.

(Table 4 follows:)

TABLE 4.-ANNUAL RELATIONS BETWEEN SOVIET GNP GROWTH AND FIXED INVESTMENT, 1961-PLAN 1969

Annual percent Percent share Incremental
increase of investment investment/Year in GNP in GNP okitput ratin

1961 ----------- 6. 0 32.4 5. 41962 -- - - - - - - 4.7 32.4 6.9
1964 --------- 3. 6 32.9 9.11965-------------------------------------------------------8..7 33.0 3.B19665 -6.4 33.5 5.21966 -7- -------------------------------------- - 7.5 33.6 4.5196 7 ----- ---------------------------------- --------------- 7. 0 3 3.9 4.81968 - 7.2 34.3 4.8199plan -------------------------- 6.7 34.1 5.11961-64 average -5.---- 6 7 32.7 5.71965-69 plan average -7.0 33.9 4.8

Generally, however,'the ratio was fairly stable. It can thus suggest
benchmarks for some tentative projections, to which we now turn.

III. HIPOTHETICAL PROJECTIONS FOR 1970-74

Forecasting is hazardous, even when a stable mechanism has been
performing with regularity. Current reports suggest, for example,
that a poor Soviet harvest is impending, so 1969 may be a bad year for
the Soviet economy. Nevertheless, one can illustrate rigorously the
consequences of various assumed trends and thus illustrate the dimen-
sions of alternative possible developments. Table 5 displays four hy-
pothetical possibilities. The first two assume that Soviet output will
continue to grow rapidly, at 7 percent annually from 1970 through
1974. The resulting 5-year total is shown, divided into its three major
components, and compared with the estimated 5-year total for the pre-
VioUS period, 1965-69. The first high-growth projection also assumes
that arms control negotiations lead to mutual cutbacks. Out of thin
air, I assume that the estimated 1969 Soviet defense outlay is reduced
by one-tenth in each of the next 5 years, so that in 1974 it is half its
1969 absolute size. The result would be to make the 5-year defense out-
lay total almost 18 percent lower than the 1965-69 total. If the incre-
mental investment/output ratio fell slightly to 4.5, the investment
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share of outpout could fall slightl to 31.5 percent. Under these condi-
tions, the balance available for all other uses would rise by over 50 per-
cent and Soviet living standards could be greatly improved.

Suppose, on the other hand, that Soviet authorities felt it necessary
to constrain the nondefense, noninvestment share of output to 55 per-
cent. Then With hii(gh growth, defense could take 13.5 percent of total
output and the absolute volume of defense outlays could rise by 106 per-
cent, that is, more than double.

This prospect is labeled "grim."
(Table 5 follows:)

TABLE 5.-HYPOTHETICAL SOVIET DEVELOPMENTS, 1970-74, UNDER 4 ALTERNATIVE ASSUMPTIONS

HIGH-GROWTH, MILD (7-PERCENT GNP GROWTH; IIOR OF 4.5; 5 10-PERCENT DEFENSE CUTS)

GNP Investment Defense Balance

Absolute totals- ------- --- 1, 561. 7 491.9 84.4 985.4
Percent shares -- 31.5 5.4 63.1
Percent increases - 40.2 30.2 -17. 6 54.4

HIGH-GROWTH, GRIM (7-PERCENT GNP GROWTH; IIOR OF 4.5; BALANCE SHARE CUT TO 55 PERCENT)

Absolute totals --- -- - -- 1, 561. 7 491.9 210.9 858.9
Percent shares -- 31. 5 13. 5 55. 0
Percent increases ----- ---- 40. 2 30.2 106. 0 34.6

LOW-GROWTH, MILD (4-PERCENT GNP GROWTH; IIOR OF 7; 5 10-PERCENT DEFENSE CUTS)

Absolute totals -1, 429.7 400.3 84.4 945.0
Percent shares -- 28.0 5.9 66.1
Percent increases -28.4 5.9 -17. 6 48. 0

LOW-GROWTH, GRIM (4-PERCENT GNP GROWTH; IIOR OF 7; BALANCE SHARE CUT TO 55 PERCENT)

Absolute totals- 1.429. 7 400.3 243.1 786.3
Percent shares -- 28.0 17.0 55.0
Percent increases ------ ---- 28.4 5.9 137.4 23.2

The two lower sections of table 5 illustrate a pair of hypothetical
developments on the assumption that Soviet output grows slowly, at
an average annual rate of 4 percent. Even if this reduced rate of growth
is associated with an incremental investment/output ratio that rises to 7
for the whole 5-year period, it would require only 28 percent of output
for investment. Under these conditions, if there were a defense cut that
reduced the defense share of total output to 6 percent, the balance avail-
able for all other uses would rise by almost 50 percent and public well-
being could be substantially improved. This is the "low-gErowth, mild"
variant.

Finally, the bottom panel shows that if the share of other uses in
Soviet output is held down to 55 percent, and if the investment share
drops to 28 percent, the defense share could rise to 17 percent. Even
W-ith low growth, the result would be an increase of 137 percent in de-
f-ense outlays, providing ample fuel for several laps in an arms race.
The rise in annual investment would fall markedly behind the rise in
GNP, and future growth would be imperiled. This prospect seems un-
likely. One can visualize Soviet policymakers fending it off by shifting
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resources from other uses toward investment, as long as the Soviet
public's morale was not impaired by negligible annual gains in per
capita living standards.

IV. POSSIBLE POLICY I3PLICATIONS

These crude projections illustrate the major tradeoffs that confront
policymakers in Moscow, much as similar tradeoffs are confronted in
Washington. It is clear that Soviet opportunities are very sensitive to
the rate of output growth. If the Soviet GNP continues to grow rapidly,
there will be room for both more guns and more butter. Even with
reduced growth, somewhat more butter and a lot more guns can be
had, if the system's directors are willing to imperil future growth.

If we assume that Soviet authorities will not abandon their high-
growth objectives, and assume further that the Soviet public's morale
would suffer from a sharp check to the rise in their living standards,
several conclusions follow. First, it is evident that an arms freeze
would benefit the Soviet economy, and that a reduced level of defense
outlays would be even more attractive.

Secondly, it seems obvious that since an arms freeze or reduced de-
fense outlays by the United States would be similarly useful for U.S.
purposes, the U.S.S.R. and the United States have a joint interest in
halting and reversing the arms race. Arms outlays have a remarkable
feature which distinguishes them from most other forms of expendi-
ture. When the Congress appropriates funds for national security, the
resources utilized have value only in relation to the simultaneous out-
lays being made by other countries. The value of American expendi-
tures can be offset by the expenditures of other countries. The security
that the United States tries to purchase with another $10 billion of
defense appropriations can be completely nullified by equivalent Soviet
outlays, so that neither nation is any more secure than before.

Fortunately, the same principle works in reverse. If the Congress re-
duces military appropriations by $10 billion, and an equivalent re-
duction is negotiated by the U.S.S.R., the national security of each
side need not be diminished. In some respects it could even be im-
proved. The U.S.S.R., for example, might feel better able to organize
its eastern defenses if suitable arms reduction steps were arranged
with the IJnited States.

While mutual and balanced lowering of defense outlays by the
U.S.S.R. and the United States would not reduce the national security
of either side, it would release resources for other uses, and this would
be pure gain. We all know how badly these resources are needed for
peaceful uses here at home, and the computations set forth above
show how similar resources could be put to use in the U.S.S.R.,

Of course, the joker here has been that neither side has trusted the
other enough to engage in an arms reduction program with adequate
assurances that reductions are being carried out. Secrecy has been an
important part of national defense, especially for the Russians. But
I wonder if the urgent claims of other high priorities in both countries
aren't changing the situation. A patriotic and hard-headed legislator
could nowv ask if more national security, not less, couldn't emerge
from a, well-policed arms reduction program-more security than
would be obtained from a new missile standoff after defense outlays
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have risen oui each side another $10 billion or $20 billion worth. The
sooner a balanced arms reduction program can be negotiated and
launched, the sooner genuine net gains in national security and. vell
being can be obtained by both countries.

There is still another, rather bleak, conclusion that can be drawn
from the present structure of Soviet capabilities and priorities. There
is no use thinking that Soviet authorities can be deterred from keep-
ilg up with U.S. defense efforts by an inability to draw the neces-
sary resources awvay from investment or consumption. Soviet military
power has grown simultaneously wvith these other uses and can con-
tinue to do so. The United States caimot make the U.S.S.R. "spend it-
self into bankruptcy," nor is it easy to visualize a U.S. spending pro-
grIatli that would induce Soviet defensive responses sufficient to bring
Soviet consumers out against the regime. Such a U.S. policy would
most likely unite the Soviet people behind their Ministry of Defense.

A reversed direction for arms spending seems far more sensible to
me as an economist, as a citizen of the United States, and as an ob-
server of Soviet affairs. If it is clear to the Congress that reduced
defense spending would serve U.S. purposes, and a similar finding
applies to the U.S.S.R. then the very highest priority attaches to ne-
gotiations for arms control and reduction. Both economies need less
military spending. Both societies would gain from less military spend-
ing. For years now the two Governments have responded to each
other's defense outlays, clumsily and unproductively, with no net
benefit to either people. Perhaps this hearing on the military budget
and national economic priorities ca-n serve to hasten the day when
mutual reduction in the United States and Soviet military budgets
will permit peaceful priorities to rule in both countries.

Chairman ProxNiuE. Professor Kintner, I introduced you in your
absence, but I will repeat it. I pointed out that you are deputy director
of the Institute of Foreign Relations at the University of Pennsyl-
vania. You are a former army colonel. You have recently released
publications on strategic Soviet development which stressed the grow-
ing danger of Soviet strategic superiority.

And we are happy to have you here.

STATEMENT OF WILLIAM R. KINTNER, PROFESSOR OF POLITICAL
SCIENCE, UNIVERSITY OF PENNSYLVANIA

Mr. KC-INTNER. I have notes from which I would speak, since I didn't
have time to prepare a statement in detail.

I would like to say that I enjoyed the presentation I just heard. I
agree with Dr. Hunter's economic analysis almost without excep-
tion, though I would perhaps draw different conclusions from it.

I am not a Sovietologist nor an economist, but I have studied Soviet
strategy for many years and the reaction between the United States
and Soviet strategies.

What I would like to do is present some thoughts concerning the
rationale underlying the Soviet allocation of their economic resources,
and to do so by trying to set forth some principles which inspire the
Soviet leaders to allocate their total national resources in ia markedly
different fashion than we do ours.

First, despite the many changes that have taken place in Marxist-
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Leninist ideology since the Soviet Union came into being in 1917, the
Soviet leaders today still claim to be Marxists, and I believe they are.
They believe, going back to Karl Marx himself, that changes in the
means of production affect the political order, and that in the present
day the society which masters the contemporary mode of production
will master the political order. Today the Soviet leaders are keenly
aware of the scientific technological revolution that is transforming
the global political system, and are making a determined effort to
achieve general superiority in those areas of science and technology
which affect their capacity to exercise national power.

Second, Soviet leaders are trained by their own philosophy to think
dialectically. I remember talking to Wolfgang Leonard some months
ago who wrote the very fascinating book, "Child of Revolution," who
at the age of 29 left the Communist Party in East Germany. I asked
him how much time he had devoted to the study of the dialectic. He
said in the higher party school in which he was a student, all the time.
And he was there for 3 years.

The dialectic reflects certain world views which we must under-
stand. The first is that stability is not part of the world environment,
but instead constant change and struggle.

Communists believe that conflict between their system and what
they call the capitalist-imperialist system is inescapable, regardless of
the form the conflict might take.

There have been variations in this theme. Malenkov at one time
believed that the nuclear weapons had changed this, that the nuclear
-weapons could destroy both socialism and capitalism.

Khrushchev, modified this by saying that in the present day a
nuclear war is not necessarily inevitable, because at a certain time
the capitalists will understand that the objective factors no longer
favor them, and will therefore reach an agreement along the lines
dictated by the Communist leadership.

Recently, however, the political commissar of the Soviet forces, the
man who played a very instrumental role in the "Doctor's Plot" of
1953, said that Lenin's prediction that in the historical period of
change from Communism to capitalism there will be armed struggle,
still holds, and that after a nuclear war there would arise the condi-
tions for the building of socialism and communism. I point this out
because of his statement was published in The Communist, which is
the official journal of the Communist Party of the Soviet Union,
just about a month ago.

Consequently, because of this dialectical point of view, and their
recognition or their belief that conflict is endemic to human society,
they have always devoted a high percentage of their resources to ob-
tain the military forces and arms which they believe to be essential
to the protection of the Soviet base. That has led them to create what
Oscar Lange, who was an economist and a political scientist, described,
in 1957, as a sui generis war economy. Consequently their allocations
are made centrally according to priorities derived from the Marxist-
Leninist dialectical training of Soviet leaders. At the top of the list
almost throughout the entire period of Soviet history comes heavy
industry, military hardware, scientific and technological capabilities,
which have been associated with a concomitant commitment to edu-
cation, particularly in the phyical sciences and in mathematics. Agri-
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culture, transportation, and housing have always been at the bottom of
their priorities scale.

As to consumer goods, until 10 or 15 years ago they were also far
down on the list. But the leaders then recognized that in order to
maintain the modern industrial society which they have been build-
ing with some success, quite considerable success, the more highly
skilled people, managerial groups and technicians. needed more in-
centives than were necessary in the coercive phase of the economy
during the building of heavy industry in the late 1920's and the
1930's.

These priorities were actually established by Lenin's instructions
to the Academy of Sciences to "draw up a plan for the reorganiza-
tion of industry * * * to create max-imum facilities by which the
Russian Soviet Republic could support itself independently."

National independence in the 1920's required basic industries. As
Anthony Sutton has documented:

Choice was on an ideological basis. Railroads, mining and machinery sectors
were selected on the basis of political, not economical choice. They were only
coincidentally key sectors of the economy.

The resulting economic organization, which some people believe
was modeled somewhat on Ludendorif's mobilization plan in Ger-
many in the First World War, has had the major advantage of
precise direction, but initially had a major disadvantage in regard
to the new factor of science and technology.

However, this has been reversed in the past 10 years. Mr. Kosygin's
statement at the 23d Party Congress in March 1966 asserted:

The course of an economic competition between two world systems depends
on the rate of development of science and on the scale on which we use the
results of research and production.

More theoretically, the 1961 party program contained this phrase:
Science will itself in full measure become a productive force.
I might point out in passing that the Soviet have never toyed with

'the idea of a technological plateau, which was widely discussed in
this country in 1964, in particular by Dr. Jerome Weisner. They
took the opposite point of view. They felt that new scientific dis-
coveries could always be found. And it was the interest of the Soviet
Union to try to find a basic understanding of the nature of matter,
and to exploit it for their own reasons.

Now, despite their interest and very serious effort to improve their
scientific base, there are flaws in the vertical structure of their econ-
omy which do not permit easy passage of scientific advance to other
sectors of the economy.

Emphasis of late, as I have stated, has been on science as a produc-
tion factor, and some reorganization of industry to spread subsequent
technology has taken place. And they have also tried to encourage
more innovation and greater incentive in their industrial setup. They
have concentrated upon the development of numerous scientific labo-
ratories. They have given a great deal of attention to improvement
in the education of their engineers, who are the adaptors par excel-
lence of technology. These efforts have been most successful in the
military projects. A recent OECD report summarized this in this
fashion:
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Pressure from the consumer sector, on the one hand, and pressure from themilitary and space sectors, on the other, has severely strained both Soviet man-
power and financial resources . . . Soviet technology is very uneven-specializ-
ing in rocketry, atomic power and other limited fields. But in certain areas suchas machine tools, iron and steel, etc., the technological level in the U.S.S.R. is
either superior, equal or almost equal to the U.S.Soviet R. & D. runs on two tracks: (1) a priority track, and (2) a routinetrack . . . In these (priority) fields, the government wields its ubiquitous au-thority to enforce major priorities . . . What the Russians want to get donethe most is accomplished at the expense of the other sectors of its economy.

If the priorities here are not clear enough they can be seen in the
product results. Various economists and analysts have studied and
related the Soviet economv and the military expenditures. And I do
believe that most of them, like Dr. Herbert Levine and Dr. Hunter,
generally agree that the Soviets can maintain a very fast rate of steady
military expansion without seriously hurting the economy unless they
exceed certain military allocation levels. And I do agree with Dr.
H-lunter's figures, which I think are accepted by most economists who
study the Soviet Union.

In consequence, the modern Soviet Government continues the basic
orfganization and program inherited from Lenin:

The independence of the country is secured by development of
those means considered essential by the political leadership. In the
1920's it was coal, steel, aviation, and to a certain extent electricity;
in the 1960's, rocketry, space and atomic power.

Now, their new emphasis on research and development, I think, is
a matter of some importance, because many of the younger military
theorists argue that more Pt. & D. now will pay off in the future. I would
like to quote from one of the leading of these younger military anal-
ysts, namely, Lieutenant Colonel Bordenko, from a book which I co-authored with Harriet Fast Scott, "The Nuclear Revolution in Soviet
M iitary Strategy," page 358:

The creation of a weapon that is new in principle and secretly nurtured inscientific research bureaus and constructor collections can in a short time sharply
change the relationship of forces.The surprise appearance of one or another new type of weapon is advancing
as an essential factor, especially in the contemporary circumstance. Surprise in
this area not only demoralizes the enemy, it also for a long time deprives him of
the possibility of using effective means of protection from the new weapons.

This book is an anthology of about 25 articles published just before
the fall of Khrushchev, and up to 1968. The publications used appeared
in the official military magazines of the Soviet Union, and they are
published for the orientation of their own people.

The results of the scientific effort and the allocation to military re-
sources have resulted in progressively higher allocations shown on
two charts. The charts were prepared by Mr. William T. Lee and Mr.
Richard Foster of the Stanford Research Institute. They cover two
areas.

One compares United States and Soviet R. & D. According to this
chart, the R. & D. curve passed in favor of the Soviet Union sometime
about a year ago, and may be exceeding ours now in the time frame
immediately ahead by somewhere between $2 and $5 billion. Theother chart depicts total United States and Soviet national security
explenditures.

Chairman PRoxMINl:UE. This is military R. & D.?
Mr. KINTNIrnt. This is m ilitary R .&& D.
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The other chart portrays what you might call all the national power
aspects, space, nuclear energy, defense budgets, and so forth. And
their figures indicate that the Soviets are currently, in U.S. dollars,
allocating around $60 billion, which is more than we do if we exclude
the $30 billion being devoted to the war in Vietnam at current figures.

(The charts follow:)

U.S./U.S.S.R. R.D.T. & E. EXPENDITURE TRENDS (Current U.S. Dollars)
(Includes DOD, AEC, and NASA Expenditures)
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Air. KI.NTNER. For other analysis of what the Soviets are doing,
specifically in the major field of military development in the strategic
offensive and defensive forces, I would like to refer you to the testi-
mony given by Secretary of Defense Melvin Laird to the House Com-
mittee on Appropriations on May 22.

The Soviet capacity to produce conventional, equipment was made
evident by the June ivar of 1967 in the Middle East, in which the
Israelis were estimated to have captured somewhere between a billion
and a billion and a half dollars worth of Soviet military equipment.
This lost equipment was subsequently resupplied at a very rapid rate.

As to their space achievements, I would like to call your attention
to an article written by Mosel Harvey, former member of the Policy
Planning Staff of the State Department, formerly our representative
at the United Nations Atomic Energy Agency in Vienna. Harvey's
article is called "Pre-eminence in Space; Still a Critical National
Issue." He points out that our space programs about 3 years ago
dropped from the funding of around $6 billion to around $4 billion,
whereas the Soviet space allocation has remained constant or is slowly
increasing.

His point is that, with this difference in priorities in space, the cur-
rent advantage we have as a result of the Apollo shots might be lost
in the mid-1970's.

As to Soviet development of sea power, I would like to call your
attention to this book Soviet Sea Power published in June of this year
at the Center for Strategic and International Studies at Georgetown
University, produced by a panel of experts headed by Admiral Burke,
former Chief of Staff of Naval Operations.

I would like now to just sum up and make two observations. Soviet
policy and strategy are not a mirror image of American policy and
strategy. I wish that they were. I wish that they had the same com-
pelling reasons to respond to the excellent rationale given by Dr.
Hunter for seeking a major reduction in the arms race. I don't see the
ev idence of it as of now.

In fact, the evidence we see right now is rather discouraging. Most
Sovietologists whom I have been reading in the past 6 months, or
since the Czechoslovakian invasion, commented on the reversal of the
rather, should I say, nascent transitory liberalism, inside the Soviet
Union. In fact, the Soviets have gone the other way. I cite an article
by Eugene Lobel, "SuperStalinism: The New Soviet Foreign Policy."
Lobel is a leading Czech economist. He is a man who knows the Soviet
economy very well. But he also knows the Soviet system. And he
argues that the Soviet Union is moving into an attitude of big powver
or superpower imperialism.

The saime observation was made by Milovan Djilas after the Czecho-
slovakian invasion, when he described the Soviet system degenerating
from revolution to imperialism.

I am sure you have all seen the articles in the Washington Post
bv Anatole Shub under the title, "The Soviet Union Turns the Clock
Back."

The point is that with this immense power which they have already
achieved, and their capability for producing more, and with the type
of orientation which the present leadership exhibits, in my opinion
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it is very unlikely that they will be wvilling to follow the very rational
counsel given by Dr. Hunter and by many others to find basis for
halting and reversing the arms race. This I would very much like to
happen, but I don't now see it in the cards from my understanding
of the Soviet system.

Chairman PROXMiRn. Thank you, Mr. Kintner.
And thank all of you gentlemen for an excellent job.
I will start off with Professor Bergson.
Professor Bergson, do you think that the Soviet Union has the

potentiality to surpass us militarily in the next 5 to 10 years as some
of our top officials in our Government say they can on the assumption
that they use their resources militarily as emphatically as possible?

Mr. BERGSON. Well, Senator, as I have mentioned,. the Russian
level of output today is about one-half ours. Nevertheless, by giving
priority to defense the Russians have been able to make themselves
by all standards, a military power of the first rank.

Chairman PRoxMtIRE. Bythat you mean they are roughly equivalent
to us in the allocation of resources to military?

Mr. BERCSON. In terms of the military power, I think of them as
broadly comparable. I certainly wouldn't like to be precise on this.
But we obviously are dealing with a first-class military power.

Chairman PROXMIRE. You wouldn't differ from Mr. Kintner's con-
clusion that they are spending roughly the equivalent of $60 billion,
that absent Vietnam they are just about the same as we are?

Mr. BFRncsoNr. Senator, as I have indicated, these are very difficult
fi grures to get together.

Senator PRox1Trnw. I know they are.
Mr. BEROSON. The Institute of Strategic Studies estimates that

their current expenditures are running about $50 billion overall. I
would not rule out figures larger than this. I am a little uneasy at
the deduction of all of our expenditures on Vietnam in order to obtain
a comparable figure for the United States. Our forces there. are coln-
mitted at the moment. But it does seem dubious to deduct such expend-
itures from our budget as if they did not contribute any strength.

In any event, in the existing state of our knowledge, this committee
would not, I think, be well advised to try to pinpoint precisely the
level of expenditures for Russia compared with the United States. This
can quickly become a game.

Chairman PROXIrIRE. We understand that. But you see, Professor
Bergson, we are in a difficult position. WTe have to bite the bullet next
month. We have to decide on the military budget. We have to vote it
up or down. And we have far less knowledge, by and large, of the Rus-
sian economv and the Russian potential militarily than any of you four
gentlemen has. I am speaking of most of us in the Senate and in the
House. We have to make that decision. And we have to make some
assumptions about our military strength. And the assumption that I
am asking is would it be sound in your view for us to feel that our
present level of military strength is adequate, is sufficient.

Mr. BERGSON-. Senator, let me be clear, I feel that this is a matter
which requires a most careful examination of extraordinarily complex
questions. It is not a matter to be determined simply by looking at a
defense budget translated in one way or another, from one currency
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to another. I repeat, from all the information I have seen-and some
of it is from such restricted sources as the New York Times-the
Russians have, I feel, established a very impressive military power,
on the basis of an inferior economy. This has required a very great
effort on their part. And in effect you have asked whether they could
exert an additional effort and much surpass us in the future. I cannot
speak in absolutes. I am rather skeptical, though, that this is among
the realistic possibilities we have to reckon with.

The Russians presumably will exert an effort to assure that they
have a defense potential to support the kind of foreign policy they
want to conduct in the future. And I can see them continuing to spend
vast sums of money, and trying to match us where this seems appro-
priate, and perhaps in one area or another surspassing us. I don't think
it is any great secret that they probably have already surpassed the
West in some areas, especially that of conventional power in Europe.
There is a good deal of evidence that this is so. But overall' it would
be a most difficult thing for them to try to surpass us much in military
strength in the future with the kind of economy they have. They have
to consider that the pressures of other needs are rising rather than
declining.

Chairman PROXMIRE. Isn't it true also that to the extent that they
take money from the consumer section, they reduce their incentives,
the incentives of their people to work as hard, to put out as much?
Professor Fainsod emphasized this yesterday. To the extent they sub-
tract from the investment sector they reduce their capacity for future
growth and therefore future military strength, is that true?

Mr. BERGSON. This is true, Senator. These are the principal colm-
peting claimants for the Soviet GNP, the Soviet pie. And I have
urged that the pressure of competition is becoming more intense rather
than less. This is rather paradoxical. The pie is growing. But the claims
of the competing uses are becoming more pressing. In the case of invest-
ment it just so happens that Stalin put the Russians on a growth 'track
where the investment cost of growth is continually rising. So that the
share of the GNP that must go to investment must rise if the rate of
growth is to be maintained.

Chairman PROXMIRE. All the 'testimony we got this morning fromn
all of you experts, indicated that in spite of the fact, that you indicated
that the Russians may be growing percentagewise more rapidly, in
absolute terms they are growing less rapidly than we are, isn't that
correct? Because they have one-half the size economy, and obviously
i f they grow at 7 percent and we grow at 4 percent, the 4 percent growth
translates into a largerreal growth than theirs.

.Mr. BERGSON. This is quite true.
(Chairman PROXMIRE. So they are not gaining on us.
'Mr. BERGSON. It happens that if you take a number of recent years,

they are growing less rapidly than 7 percent. According to estimates
submitted to your committee, perhaps 5 to 6 percent is nearer the mark.
And we have been growing lately, at around 5 percent, 41/2
to 5 percent for a recent period, though that is not a rate which we
can quite maintain. But in terms of absolute levels, the Russians are
actually falling behind rather than gaining on us.

Now, Senator, I want to repeat, the alternative claims are becoming
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more onerous rather than less onerous, the claims that are competing
with the military claim. The Soviet Government cannot ignore them.
Under Stalin it did ignore consumption to an extraordinary degree,
probably unparalleled in the history of industrialization of major
economies. In this area the present Government is suffering partly
from Stalin's success. It happens that he was so successful in limiting
consumption that he left very little opportunity for his followers to
limit it more. On the contrary, for reasons of maintaining morale and
incentives, and for reasons of political expediency as well, they have
found that they have to do more for consumers rather than less.

Well, this together with investment requirements is limiting what
is available for other uses. Specifically, this tends to limit the kind
of defense budget that the Soviet Government can project to support
one or another foreign policy. This is a significant constraint. You
can't rule out extremes, but nevertheless, realistically I feel that any
talk of a larger effort which would enable the Russians to go much
beyond the United States effort overall, is not very realistic.

Chair man PRox-IRE. My time is up. I will come back.
Mr. Conable?
Representative CONABLE. Thank you, Mr. Chairmiian.
As I understand the Soviet economy, originally the idea was to build

up basic industry, and then allow some degree of residual production
of basic industry to move over in-to the consumer goods areas. We have
generally tended to stimulate our basic industry by starting with the
consumer goods and then building up the basic industry necessary to
handle the claims of the consumer sector.

I also understand that in recent years there has been a tendency on
the part of the Soviet economists to feel that they had to put a greater
emphasis on the consumer side in order to stimulate the kind of
growth that comes from an economy like ours. I was in Russia 3 years
ago, briefly, and I found great interest then in the Lieberman theory,
which would, as I understand it, decentralize the Soviet economy to a
greater extent and try to harness some of the stimulative forces im-
plicit. in competition among plants and a greater degree of local au-
tonomy in the economic sector. I wonder to what extent the Lieberman
theories have been successfully implemented, whether they have re-
sulted in less flexibility for the central planners in the assessment of
priorities, and whether their tendency, and the tendency to try to use
the consumer goods side as a stimulative for Soviet growth, have had
any substantial impact on the formulation of priorities centrally.

Mr. BERGSON. Shall I comment on that, Mr. Conable?
Representative CONABLE. Yes, sir; if you will.
Mr. BERGSON. Broadly what you have said is, I think, quite accu-

rate. Under Stalin the Russians achieved rapid growth by limiting
consumption, concentrating to an unprecedented degree on the growth
of heavy industry and investment goods. This enabled the Russians
in a very short period to expand steel capacity from 4 million to more
than 100 million metric tons by now, an imposing accomplishment
indeed. But nevertheless. as I suggested a moment ago, the Russians
have been suffering from this achievement, not only the consumers,
but in a sense the Government.

The Government has had to conclude that the economy is unable
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to continue to grow rapidly on this basis. There are no longer further
opportunities to limit consumption a la Stalin. And beyond that the
Stalinian model turned out to be extremely expensive in regard to
the capital requirements per unit of additional output.

I think of the current planning reforms which have been so highly
publicized as representing an effort by the Government to provide
another basis for growth, an alternative to the Stalinian model which
is no longer very applicable. It is seeking in effect to establish a model
which can enable the Russians to achieve a more balanced growth.

I have to add that the planning reforms are rather modest. They
have received a great deal of publicity, and perhaps reasonably, be-
cause reforms of this sort are rather novel in the Soviet context. For
a long time the planning system had been ossified. The reforms repre-
sent something of a break with the past. But it is a very limited break.
The Russians are not nearly as bold in this area. as the Czechs or the
Hungarians. And it remains to be seen what will be achieved, but it
would be surprising if a major gain in efficiency were realized.

You relate the reforms to the question of priorities. I feel that it
is entirely right to do so. The Government is seeking another basis
for rapid growth which will enable them among other things to do
more for consumers. The Government has felt that a higher priority
must be given to consumers, that they cannot continue to be treated as
the residual claimants as they were under Stalin, at least not to the
degree that was the case under Stalin. And so you have reforms that
are intended to economize on investment, and meet consumers' demands
to a greater degree than in the past.

This is one reason I have urged that we must think of the Russian
Government as, if anything, more constrained economically than it
was in the past. The opportunities for substantial reallocations of re-
sources in the direction of nonconsumption uses are imuch more I imited
than they were previously.

Representative CONABLE. Decentralization of the economic bureauc-
racy, then, has not been accomplished to a sufficient degree to impose
bureaucratic restraint on central planning to any great degree, is
that correct?

Mr. BERcsOx. The Government itself has introduced the reforms,
because its own priorities to some extent have changed. In the cir-
cumstances they had to change. But the decentralization has not gone
very far.

Representative CONABLE. We have had a number of references to a
possible bad crop in Russia this year. In the past there have been some
disasters, of course, in this field. How bad is the crop situation? Quot-
ing the same restrictive source you quoted earlier, Professor, I notice
there has been some sort of publicity effort underway that extra
workers are going to be allocated to getting in the crops because of
natural disasters this spring.

Is this really a serious thing? For instance, are the Russians going
to have to gt o the outside world to make up food deficits this year
as they have at some time in the past.

Mr. BEROSON. They had 2 good years in the last 2 years. To what
extent they were able to build up reserves I am not sure. Such reserves
could be drawn on if the crop is very short this year, as it looks like
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it will be. I hesitate to use the word "disaster" for Russian agrictult ure
at this time. I don't think that is appropriate. But the Soviet Govern-
ment certainly has not yet mastered its agricultural problem in a
Western sense. Russian agriculture is still very much affected by tile
fluctuations in weather. You can still have very wide fluctuations in
the crop.

Representative CONABLE. Have they changed their approach to the
"peasant's plot" that has produced so much of the Russian food in
the past? This has been a problem for them actually, hasn't it, because
of a diversion of the energies of too many collective workers into the
farming of the private plots?

MIr. BERGsoN. That is true. And their policy on this continually
fluctuates, Which makes you wonder how the plot continues to function
as it does. Most recently the Government has been somewhat more
liberal than it was previously. The peasants by nlowV are probably not
deeply impressed by such changes in policy.

Representative CONABLE. One last question that I would like to ad-
dress to one of you other gentlemen is that you all seem to assume that
this is a bipolar world, and that really all that counts here is Russia
and the United States, their confrontation with each other and their
competition with each other. I am wondering, if fwe keep on the course
of continuing heavy investment in the arms race, if it isn't inevitable
that we are going to have a trend toward multipolarity as a result of
greater economic growth in other areas. I wonder also if Russians at
this point aren't as inclined to respond militarily to the Chinese threat
as they are to the American threat. And if so, doesn't this somewhat
minimize the chance for successful arms reduction negotiations be-
tween the two great countries themselves? -Musn't the Russians as
well as the Americans consider the rest of the world in this process?

Professor Kintner, would you comment on that?
Mr. KINTNER. I think the Chinese threat is a real one. I don't think

that is a _Machiavellian plot between Peking and Moscow to make it
appear as if they are quarreling. They are quarreling, and they are
quarreling seriously. And the Soviets have, as the evidence seems to
indicate, oriented some of their security forces to the Far East. That
4.000 mile border is something that is a real concern to them. The
problem, I think, right now is that the Chinese capacity to carry on
beyond verbal provocation is quite limited, and the Soviets now have
the whip hand.

But in another 10 or 15 years that situation may be changed.
But I do think that as far as any major power confrontation it is

already a triangular relationship. For the Chinese do force us to con-
sider them very seriously. And they also bring many burdensome
problems to the Soviet leadership. In my opinion the Chinese have
the capacity to spoil whatever stability wve are able to maintain be-
tween ourselves and the Soviets. And it is just another unfortunate
factor.

Representative CONABLE. Would either of you other gentlemen like
to comment on whether or not we aren't oversimplifying if we simply
look at the question of the United States-Soviet Union competition in
this arms field.

Dr. Hunter?
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Mr. HUNTER. Well, I agree with you that the Russians are very
much concerned now about relations with China. But I wonder if we
couldn't subdivide the various geographic areas and forms of mili-
tary power and say that it is crucially important to reduce the bipolar
nuclear confrontation, which is the most dangerous aspect, and I guess
very expensive. One might suppose that in Moscow there would be
some willingness to consider a reduction in the scale of our nuclear
confrontation in order, perhaps, to free resources or create other prac-
tical conditions for ground forces of a more conventional kind facing
the East. I think also that if the United States were to reconsider
the scale of its global commitments and cut them back in areas that
really have nothing to do with the U.S.S.R., and if the United States
were to persuade the countries of Western Europe to take more re-
sponsibility for their own military defense, the effect would be to lower
and rearrange the precise content of our military effort and the Soviet
military effort in ways that could seem prudent to each side.

Chairman PROXMIIRE. Unfortunatelv Mr. Conable must leave: I
understand there is a rollcall in the House. They convened earlier
today, too. We don't have that kind of activity in the Senate for a
while.

I would like to ask Mr. Kintner to answer what Mr. Bergson has
said. You seem to take the position that the Soviet Union can step up
their military output and their military strength and power and
threat, and are doing so. Now, I think that the other gentlemen have
made a very strong, very persuasive case virtually for me, that the
Soviet Union is highly constrained, that whereas they have seven
times as many people in agriculture as we have, they a-re producing
less in agriculture, that their efficiency is much less in many, many
other areas of their economic production.

Therefore, they just don't have the resources available in an econ-
omy that is now producing half of what we are producing. So what
is your answer, in view of the conclusion which you seem to come to
that what the Soviet Union does constitute a threat that is at least
equal to us militarily and may well surpass us in the next few years?

Mr. KINTNER. I don't think that I stand alone in saying that they
have the capacity to continue a major investment in arms.

Chairman PROXMIRE. I wouldn't dispute that either.
Mr. KINTNER. Their investment roughly parallels their 5 percent

GNP growth and has been paralleling that for many years. And I
believe, if I heard Dr. Hunter's statement right, that he concedes also
that they continue to do this for a good period of time to come.
Whether they have the capacity to overcome us depends on our own
actions as well as theirs.

I also agree that the most logical and rational course is for us to
achieve an arms control agreement. I think, however, that the Soviet
leadership is not so constrained as of this time to enter into meaning-
ful arms control agreements, and even if they do desire to do that, the
forthcoming strategic arms limitation talks-SALT-will be far more
complicated than, say, either the Test Ban Treaty or the Nonprolifera-
tion Treaty.

Chairman PRoxImE. We are being asked by the Defense Depart-
ment to step up our military forces substantially. We were told by
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Comptroller Afoot of the Defense Department that we would have to
lhave probably close to an $80 billion budget after Vietnam.; we should
save wha-v vwe are now spending in Vietnam and devote virtually all of
it to a further step-up in our military strength and force. And I am
asking you wvhether you feel that you can justify that kind of a com-
mitment, of our resources, which would mean we wouldn't have any
dividends available to expend in the nondefense sector, at least the
Federal Government wouldn't have?

Mlr. KINTNER. I don't know whether their figure of $80 billion-I
haven't read the testimony-is what they axre shooting for. I would say
if we got out of Vietnam, which I would be very happy for us to do,
that we might find that we level off not at $50 billion, but around $60
billion.

There are three factors I think we should consider. One is the
strategic offense and defense relationship. Now, AMr. McNamara did try,
1 believe, for 3 or 4 years to hold our forces in that area constant. with
thlie hopes that they -would reciprocate to our unilateral initiative. How-
ever, the Soviets did not. In the past 4 or 5 years their investment in
these fields have been roughly twice as much as ours have been.

Chairman PROXM3IRE. In what field again?
Mr. KINTNEP. The strategic offensive and defensive forces, the

nuclear weapons which we are all deeply concerned with.
Chairman PROXMIRE. Their investment has been
Mr. KINTNER. Twice as much as ours, in absolute terms; in our dol-

lar terms $14 billion to $7 billion-again, ithese are approximations. It
could be $7.5 billion to $15 billion to $16 billion, somewhere in the
area.

Chiairman PROXMIRE. They have been catching up.
Mlr. KINTNER. They have been catching up. And I think the general

estimate, at least by our Government, is that in the strategic arms field
they have already caught up, or they are likely to catch up in the very
near future. I think that is a fair statement, from all the testimony tlh.at
I have read.

Now, another area is the conventional power, which is what we are
applying in Vietnam. Now, this turns out to be not less expensive but
more expensive than the strategic forces. This was the great dilemma
that Eisenhower faced when he adopted the "New Look." He said,
we can't maintain them both. When Mr. Kehnedy came in he decided
to reverse it. The net result, as you know even before Vietnam was
a steady increase in our defense budget. This rise was inevitable
because the conventional forces, the manning and so forth are more
expensivethan nuclear.

The third point where I think our defense people are concerned
is the increase in Soviet seapower. It has been a marked increase. It
is already influencing the very difficult situation in the Middle East,
as well as in northeast Asia around Korea. And our naval forces are
about S0 percent obsolete. We have ships in the fleet that are over 20
years of age. The Soviet fleet on the whole is quite new.

Accompanying that development is their merchant marine devel-
opmient-according to estimates that I have read from official sources,
by 1975 they will have the No. 1 merchant marine in the world.

These advances are going on right now. And they reduce our
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ability, depending upon what our policy is, to function the way we
did in the past 10 years.

I agree with you as to the desirability of having the Western
European countries pick up more of their defensive needs than they
have done. We have not yet found a way to prod them or to encourage
them to do this. And we still face the fact that Western Europe could
become under certain circumstances a hostage of the Soviet Union.
Because the real defense there has been our nuclear retaliatory capa-
bility. And that is what appears to be threatened, according to the
views originating in both the White Houe and the Defense De-
partment.

Chairman PROxMIRE. You conclude, then, that they are capable of
surpassing us-or do I misstate it-surpassing us from the stand-
point-surpassing us in the area of nuclear power, that they are gain-
ing on us? You say they are devoting more of their resources to it
then we are in absolute terms, and they may well surpass us? Or do
I misstate your position?

Mr. KINTNER. They don't necessarily have to surpass us. The point
is that the momentum of their current building program, such as the
SS-9, 'and the SS-11, and also their ballistic missile defense system,
if it continues into the next couple of Years, and we do nothing, could
provide them with a possibility of achieving a significant advantage
which they could use in a crisis situation.

Chairman PRoxMiRE. Then You -a-re also arguing that they are going
to surpass us in naval force, or they may surpass us in naval force, they
are devoting more of their resources to it?

Mr. KINTNER. Their present naval building program is quite sig-
nificant. Our navy, as I have suggested, only has 20 percent modern
ships in the fleet.

Chairman PROXMiRE. We are extending a great deal of our resources
here. We have in the budget a request for an additional aircraft carrier,
and many other naval weapons. So that at any rate you argue that they
are spending more in the naval area, at least they are building up their
naval forces?

Mr. KINTNER. I didn't say that. I am not sure what their comparative
naval expenditures happens to be with respect to ours. The only spe-
cific point I made was our strategic offensive and defensive forces,
where they have been spending double and the momentum of that
spending is still continuing.

Chairman PROXMIRE. Then there must be something wrong with the
way we are investing our resources in the naval area. You contend-or
did I misunderstand you-did you say that they are gaining in com-
parative naval strength?

Mr. KINTNER. Relatively speaking their naval power is increasing
with respect to ours. That is an assertion that I will make. I do not
know right now the actual level of their expenditures. I do know, and
I have talked to many people -in our Navy, that they believe that the
state of our fleet is becoming obsolescent, and that the Soviet fleet, even
though it is now smaller than ours-and we still have naval superior-
ity, don't misunderstand me on that point-is growing at a fairly con-
sistent and fairly rapid rate.
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Chairman PRoxmnRE. Then you also say that they are certainly out-
spending us in the merchant marine area?

Mr. KINTNER. In the merchant marine area sizably.
Chairman PROXxImE. How do you reconcile all this? And also that

they are building up-that they maintain a conventional superiority
at least in Europe in land forces.

Mr. KINTNER. In Western Europe they maintain a conventional
superiority according to General Lemnitzer.

Chairman PRoxMIRE. If they aren't 10 feet tall how could they do all
these things.

Mr. KINTNER. I think we have tried to indicate that with a lower
resource base their allocation principle has been quite different from
ours. I will give you one example. In 1954-55 our defense budget was
roughly 13 percent of the GNP. I believe our GNP is supposed to be
over $900 billion this year. Our actual defense budget is now about 9
percent of our GNP. It is also-and this is an interesting factor-less
a percentage of our total Federal budget than it was in 1954-55. I be-
lieve it was around 70 percent then. My figures may be off a few points,
but I think I am generally correct. Now, by the time we got fully into
the war in Vietnam in 1967, our defense budget had gone down to 50
percent of our Federal budget. Even with the Vietnamese war the total
defense budget this year is $80 billion. The total Federal outlay budget,
I believe-and I am in the presence of economists-is around $190 bil-
lion, which makes defense around 42 percent of the total Federal
outlay.

Chairman PROXMIRE. We have got several problems here. Of course
one is that we have greatly increased our social security outlay, and
increased our expenditures in many other areas.

Mir. KINTNER. Right.
Chairman PRoxMTRE. Very greatly increased.
Mr. KINTNER. And we have cut down on our foreign aid tremen-

dously during this period.
But their allocation problem differs-all I am saying is that they

allocate differently than we do. And their views of what they need
to allocate for are different than ours when we look at the world
around us. And they appear to be devoting a considerable amount of
their resources to what I call the accouterments of power, not that
they necessarily intend to use it, but they will get political power
from their military vis-a-vis the United States, Communist China,
and the Middle East.

Chairman PRoxMIRE. Professor Berliner, would you like to com-
ment on that.

Mr. BERLINER. I would like to begin by calling attention to the
figure of $60 billion that has been used for Soviet military expenditures.

The only firm figures we have, as firm as any of these figures are,
are the figures presented in Mr. Hunter's paper, and widely used, of
the officially budgeted Soviet military expenditures of about 17 bil-
lion rubles. Converted at the official rate of exchange, it comes to about
$18 billion. And conversion at the official rate of exchange is a very
silly business, of course. Now, to get from $18 billion-decidedly an
underestimate-to $60 billion requires, I submit, some explanation.
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And I wonder if Mr. Kintner could give us some of the details of this
rather enormous estimated difference.

For example, has he included Soviet merchant marine expenditures
as part of the national defense, since it has been presented here as
part, of the future strategic position of the Soviet Union? Has he
used, for example, some adjusted factor cost of production of military
equipment, or has he tried to estimate some part of market price?

Chairman PROXMTAIRE. What do you mean by factor cost?
Mr. BERLINER. Is the estimate of the value of all that was produced

based on the actual Soviet prices, or has he attempted to take account
of subsidies, for if subsidies are not adjusted for, the ruble cost of a
piece of equipment doesn't necessarily reflect the cost of the resources
that went into producing it? Or has he on the other hand used dollar
prices directly, as is often done quite honestly when you try to get com-
parative estimates of this sort; very often what ones does Is to examine
a 0Soviet tank or Soviet plane and try to figure out what it would have
cost to produce that plane in the United States? This gives you an
entirely different basis of evaluation of the value of that plane than if
you used ruble prices.

Now, since the figure of $60 billion has assumed so important a role
in these discussions, I wonder if it would be possible to get some clari-
fication of how it was arrived at.

Mr. KINTNER. I have pointed out in my opening testimony that I
am not an economist. I have relied upon the work of other economists.
And in particular that figure was-and I should say it is a range
figure-somewhere between $55 and $60 billion. It was produced by
Mr. William Lee, of the Stanford Research Institute, who spent about
15 years of his life in the unknown agency in this town dealing with
these matters. And he has had access to the economists at RAND, who
have also dealt with these matters. And I think his figures have been
pretty well checked out. I have a paper here in front of me-and I am
just leafing through it-it discusses that point, but I am having a little
difficulty finding it. Here it is.

(The paper referred to follows:)

CALCULATING SOVIET NATIONAL SECURITY EXPENDITURES

(By William T. Lee)

Questions concerning the actual size of the USSR millitary budget and its
impact upon the economy are particularly difficult to answer because so little data
on military and space expenditures are released by the USSR. The problem is
further complicated by the question of how to convert rubles to dollars (or vice
versa) in order to compare the level and trend of military and space expendi-
tures in the U.S. and the USSR. These are thorny questions beset by many un-
certainties which give rise to conflicting views.

It is generally understood, I think, that the Soviets release only one line item
labeled "defense" in their annual budget without any breakout or discussion of
which weapons systems are (or are not) being procured in a given year. And
there is another suspect entry labeled "science," which is carried under the
appropriation for education in the appropriation for "social-cultural" services.
Many Western students doubt if the "defense" item represents total USSR ex-
penditures for this purpose. Most would agree that some portion of the "science"
entry is spent for military RDT&E and/or the national space program. I concur
with those who believe that the expenditures for national security, i.e., the USSR
equivalent of the combined budgets of DOD, AEC and NASA in the U.S., are
substantially greater than "defense" item, or even of the "defense" and "science"
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appropriations combined in more recent years. 1 also supect. that the sophisti-
cated tools of the missile and space age have been acquired at relatively greater
cost in the USSR than in the U.S.. so that the rulde/dollar ratio for military
and space expenditures probably has been rising over the past decade even
though inflation appears to be mluch more evident in the U.S. than in the USSR.

There are several reasons for doubting that the explieit "defense" aind
"science" items in the USSR budget represent total expenditures for thes-e rur-
poses. First, the budget contains two substantial residual items whose purpose
is unexplained. Secondly, between 1950 and 1901 the behavior of the "defense"
item may be explained largely, even entirely, by the increasing cost of pay.
maintenance and operations associated with the expansion of the arimed forces
dluring the Koreami War period and the subsequent demobilization in 1955-60.
Moreover, 1961 increase in the "defense" item, always suspect becauise of its
magnitude and mid-year timing. appears to have been a transfer of funid.s from
one of the residuals to "defense." Third, the new series for 'science" (budget and
other sources) is substantially higher than all previously released data. That all
data released thus far on expenditures for "science" in the USSR falls short of
total RDT&E and space outlays is indicated -by Soviet writers who say that
RDT&E monies also are appropriated under "financing the national economy,"
"defense," and that some bank credits are made available for R&D.

These are representative of the reasons for seeking alternative methods of
estimating Soviet national security outlays. One approach may be called the
"financial" method because it analyses the monetary flowvs through the state
budget, the financial operation of state and cooperative enterprises, and the
lending activities of the bank system. To simplify, this approach balances the
income of the public sector (excluding household, and collective farms) against
end use outlays (e.g., subsidies and free social services). This procedure identifies
a substantial amount of money, although less than the budget residuals, which
appear to be spent for "national security" purposes. When combined with the
"defense" items and a portion (say 60 to 75%) of the 'science" entry, the re-
sult is believed to be a fair approximation of total expenditures for national
security purposes.

The other approach may he termed a "hardware" method because it seeks to
identify that portion of USSR durable goods output allocated to the military
and to the space program. This approach involves moving from the gross output
data normally published to an estimate of the final value of durable output, and
then calculating the distribution of durable output.

Between investment, consumption, and defense, an estimate of the cost of
pay, maintenance and operations is added to the military durables in order to
approximate USSR "national security" expenditures in rubles.

Each of these methods provide a check on the other even though there are
certain conceptual differences between them. The financial approach is tihe more
comprehensive in scope. The results are compatible for decade 1955-65, the fi-
nancial approach always yielding the higher series. as it should. I prefer the
estimate based on the hardware approach, in part because it is more conservative
conceptually and in the final results.

This latter approach suggests ruble expenditures for national expenditures of
about 13 billion in 1955-f5 which I estimate was the equivalent to about 2fl to 33
billion dollars, converted at a ratio of 0.4 to 0.5 rubles to the dollar- In 1965 T
calculate expenditures at about 23.5 billion rubles* which when converted at 0.45
to 0.5 would be the equivalent of about 47 to 52 billion dollars. Based on recent
data, I estimate USSR expenditures in 1968-69 at 26 to 31 billion rubles (mini-
mum). This suggests a current level of spending of about 52 to 62 billion dollars
in 1968 if 0.5 is a reasonable conversion ratio.

One of the most difficult problems, of course. is estimating the conversion ratio.
Previous calculations of the conversion ratio for investment, based on the 19550
wholesale prices, makes 0.4 to 0.45 a reasonable estimate for the mid-1950s. What
has happened subsequently is both uncertain and controversial. One school of
thought argues that the ratio has declined more or less directly proportional to
the rise in U.S. wholesale prices. I believe the scattered indicators available
indicate that tile cost of developing and producing technologically advanced eqinil)-
ment in the USSR has risen more rapidly than in the U.S.

*See conversion table.



CONVERSION OF U.S.S.R. NATIONAL SECURITY EXPENDITURES TO 1964 DOLLARS

1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965

U.S.S.R. national security 11 to 15 - 11 to 15 - 11 to 14 - 11 to 15 - 12 to 16 - 14 to 17 - 16 to 20 - 18 to 22 - 20 to 24- 21 to 25- 21 to 26.
expenditures (in billions of
courrent rabies).

M id peosldot-----------13-------13-------12.5------13-------14-------15.5---- 1---l ----- 20-------22-------23-------23.5.
Rub/dolar conversion ratio.. 0.4 to 0.45 -- 0.4 to 0.45.-- 0.4 to 0.45 ---- 0.4 to 0.45 ---- 0.41 to 0.46-.. 0.42 to 0.47 --- 0.43 to0.48 -- 0.43 to 0.48... 0.44 to 0.490.-- 0.45 to 0.50.-- 0.45 to 0.50.
Midpoint converted - 29.0 to 32.5 -- 29.0 to 32.5- 27.8 to 31.3... 29.0 to 32.5... 30.4 to 34.2- 33.0 to 37.0 --- 37.5 to 41.9-- 41.7 to 46.5... 44.9 to 50.0 --- 46.0 to 51.1-- 47.0 to 52.2.



935

Chairman PROXMniE. Fine. We may come back to that. But Mr.
Berliner has asked for a detailed explanation of the difference between
$18 billion and $60 billion. Yesterday we had a witness who indicated
that a great deal of this was internal security. But in my view he
didn't establish that very firmly, he just said that they do spend a great
deal on their military internal security forces. But it was hard to be-
lieve it was in this area.

Mr. BERLINER. May I make an observation on the military budget,
and try to respond directly to what is your main concern-what do I
think about how one should vote with respect to the military budgt ?

Chairman PROXMIRE. Yes, sir.
Mr. BERLINER. The reason it is a tough question for an economist-

and that is the professional capacity in which I come before you-is
that an evaluation of the Soviet military posture versus that of the
United States can't be dragged out of economic statistics. I think the
answer has to come from a juxtaposition of the physical military ob-
jects and their disposition, rather than from monetary numbers, first,
because the numbers are just so easy to fool around with dishonestly.
Give me a couple of days, give anybody a couple of days, and one could
dredge up for you probably a reasonable estimate in dollar values.
But, of course, the Soviets don't produce things in dollar values, they
produce them in ruble values. And this gives us an awful lot of leeway
in converting what they produce into dollar values.

For this reason I would not wish to answer the question you asked
in terms of the budgetary and other aggregative kinds of statistics
we have been using here. What I would like to know in order to answer
your question, the kind of evidence I would want, is a description in
physical terms of the fighting capacity of the Soviet Union and the
United States.

I would need to know the general strategic picture in real terms.
For example, on the Soviet military buildup in the Mediterranean,

the Institute for Strategic Studies reports that in 1968 the Soviets
had an average 30 to 40 ships in the Mediterranean at any time. The
evidence, according to the Institute, is that they still do not have any
permanent base of supply, and that they do not have any attack air-
craft carriers which, according to the Institute, is the key to what their
real intentions are in the Mediterranean.

I give this as an example, because if I were to answer your ques-
tion-do we need larger military appropriations or smaller ones, the
answer has to do with questions of this sort rather than with economic
magnitudes. Perhaps one way to get at the answer would be to ask
this

Chairman PROX=IRE. I am sure it does. The reason I asked that ques-
tion is because again and again and again, when we are confronted by
people who feel that we need a substantial increase in our military
buildup, they argue that we face in the Soviet Union a very powerful
adversary which is growing in military danger and threat, and that
this is the reason, the overwhelming justification for our expending as
much as we are, and to expending more in the future.

And you are the experts on the Soviet Union. We are trying to elicit
from you what your judgment is.

Mr. BERLINER. With respect to the capacity to support it?
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Chairman PROxmiRE. Correct.
Mr. BERLINER. I would guess that any reasonable expansion in mi]i-

tary capacity is not outside the capability of the Soviet Union, just
as it isn't outside our own capability. The question we have to ask is,
what would it do to the Russians to continue to increase or to accelerate
their military capacity? That is the question with which I will con-
elude.

But first I would like to say that as a sort of semi-layman in this
business, one way in which I would answer your question would be to
ask, if I were a general, which military establishment would I like
to be running? Suppose I were a denationalized, international sort of
amorphous war maker, and had my choice of military machines. I
dare say, my hunch is that I would much rather be sitting across our
strategic military force than I would across the Russians. Anybody
who says that the Russians have a greater military capability than
we must be saying in effect if he were this kind of general he would
rather be riding on the Russian military strength. I think few would
hold this view. If that is the case, then in this semi-layman way my
answer to your question is that we could reduce our military appro-
priations.

Second, the Russians are generally behind us militarily. They are
behind us in nuclear submarines. And the Institute of Strategic Studies
calculates that they are producing them at only the rate of one or two
a year, which I found a rather astonishing figure.

I think we have to expect that as long as the Russians maintain mili-
tary inferiority to us, they are going to continue to feel that they have
got to pull abreast of us. I think we would do the same thing if we were
in their position, whether we were Marxists or Chinese Nationalists or
American imperialists. I can't imagine how the Russians would per-
manently accept a state of military inferiority that no sensible nation
that had the capacity to overcome such inferiority would ever main-
tain. From this point of view I would agree with those who have
pointed out that the Soviet military buildup, particularly in their
ICBM's over the last 2 years, may have created the possibility for the
first time of some kind of nuclear agreement, even with all the prob-
lems of China-and I agree that these are going to be difficult ones-
with all the problems of China and related ones, we may now for the
first time be in the position of being able to deal with the Russians, they
dealing as equals in a sense that they never were before.

My last point is directed to the question asked by Mr. Conable, How
do the Russians feel about the need to allocate the increasing re-
sources-consumer goods and services-for incentive purposes, re-
sources which compete with military and investment resources? It is
a good question, and the substance of the answer has been given here.
But I hope the same question is asked about the United States, when
you make your decision on how to vote on the defense budget. The
United States equivalent of Russian consumer goods is the poverty
problem, and the problem of urban blight. And I do hope that when
the decision is taken on military expenditures that Ewe think of the
strength of the Nation not solely in military terms, but in general social
and economic strength.

For there is in the Federal budget this year, I understand, the first
appropriation for interplanetary travel, whviich is a very grim business.
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Wihen we get into the business of interplanetary travel I imagine the
present space program is going to look like peanuts. And it is going to
he defended in the same terms as were used by Colonel Bordenko, the
Soviet colonel who talked like any colonel in any country in the world,
I presume, about the appropriate approach to military planning.

If we get involved in this interplanetary travel, which would be de-
fended on the basis of our national military posture and our national
honor, we have no guarantee today that the housing program, the ur-
ban program, and the poverty program vill not be made to wait. 'We
face the possibility-

Chairman PROXMIRE. What would be the effect on that if we asked
the Soviet Union to collaborate with us and engage in interplanetary
travel with us so that we don't duplicate our space effort and our space
research, and so forth, and so that we would create an area of under-
standing and cooperation?

Mr. BERLINER. I would guess that the Russian scientists would be
delighted, and the Russian politicians would be as frightened as
politicians in any country.

Mr. KINTNER. I believe ve have already made that offer.
Chairman PROXTAIRE. I am not so sure. I raised this with some of the

people in NASA, and they had a lot of objections. And the main objec-
tion that they gave is that the Russians don't speak good English.

Mr. BERLINER. This is changting.
Chairman PROXMIRE. It mig~ht be a problem of communications.
W1rell, I would like to ask you this.
A recent article in U.S. News & World Report cited a view of some

Western experts as follows: "Despite the swift growth of Russian
nuclear power, the Soviet Union-in the opinion of many Western
strategists-faces greater dangers today than at any time since the
Stalin era, and is politically weaker." Would you agree with this
evaluation?

Mr. Bergson?
Mr. BERGSON. I should have been glad to let my colleagues speak

first on this, Senator. I am not quite sure what dangers are referred to.
I do feel the Russians are deeply concerned about China. And I don't
think one can overstate the impact of the Chinese developments on
Russian thinking about foreign policy. The Russians have now, for a
number of years, been trying to reorient the conduct of their foreign
affairs to take into account the recent developments regarding China.

The Czech action affects the Russian status in Eastern Europe gen-
erally. And many tensions must have been exacerbated. But you know
as well as I, Senator, that this is a most complicated matter, and it is
difficult to argue that the Russian position has been weakened, at least
in the short run, I also find it rather difficult to understand domesti-
cally the comment you read. The Government has pursued, it is true,
a more repressive policy politically in the last few years than Khru-
shcllev did in the final years of his tenure.

Chairman PRoxnMIRE. Mr. Hunter?
Mr. HUNTER. I wonder if I might comment on the question of how a

thoughtful Congressman should vote on defense. Experience now has
shown quite clearly that the two countries respond to each other in a
reciprocal way, so that if our defense appropriations rise significantly,
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it is a safe guess that Soviet appropriations will rise. There is a chicken
and egg problem, of course, of who did it first. One can point to recent
Soviet increases and say, we are responding to them. We haven't had
much experience with a reciprocal downward movement, but as you
could tell from my testimony, I think that is worth a try.

Chairman PROXMnRE. You are basing this, however, on an arms con-
trol agreement of some kind, are you not?

Mr. HUNTER. Yes, sir.
Chairman PRoxMIir. You wouldn't suggest any unilateral

reduction?
Mr. HUNTER. No. One thing that would help in such an experi-

ment is that there is a long leadtime. The 5-year force planning that
we go through is stretched out each year 5 years into the future, and
sometimes 8 years into the future. There is a similar forward look in
Soviet planning, of course. This means that no lightning danger can
arise from the U.S.S.R. toward the United States that will suddenly
confront us with overwhelming military superiority. There would be
a gradual change, whatever direction it took.

Chairman PRox3iIRE. You say that with complete conviction, refer-
ring to the nuclear challenge; the possibility of a first-strike capability
on the part of the Soviet Union you think is remote enough so that
you can assert that?

Mr. HUNTER. Well, it is an engineering or technological question
rather than an economic one. I am no expert. But my understanding
of the situation is that the initiator of an exchange would pay such a
heavy price that it is really not worth contemplating.

Chairman PROXMIRE. Then you are saying that they don't have a
first-strike capability. What I implied in my questions of first-strike
capability is that they could knock out deterrent so that they wouldn't
suffer the suicidal consequences that threatened before.

Mr. HUNTER. I cannot, as an economist, judge the likelihood of that.
Everything that we read in the New York Times suggests that that
is not a fear at present, and is not likely to be a fear for the next few
years, especially since, if the U.S.S.R. continued, for instance, pro-
ducing SS-9's, we would presumably know it, and we wouldn't stand
idly by over the next 5 years while the balance changed.

A related comment on the size of the two establishments, and what
we get for our money and what the U.S.S.R. gets for its money. I won-
der if there couldn't be an effort to ask the Armed Forces of the
United States and their industrial suppliers to adopt a leaner look, to
develop greater efficiency. My own slight acquaintance with them sug-
gests that U.S. defense efforts have been on a rather ample scale, that
people in national defense here set very high standards of reliability,
that they are perfectionists, and that they understandably try to go as
far as humanly possible to protect the American people against every
eventuality.

I wonder if we could try to be not quite so perfectionist? Colonel
Wolfe said yesterday that he thought the absolute top priority for the
United States was to have a healthy American society.

One might add, man does not live by bread alone, and a state does
not stand by guns alone. If the United States seeks to fend off ex-
ternal danger primarily through enormously expensive military ef-
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forts, and meanwhile, if internally our domestic society becomes un-
healthy, then in fact the Congress that votes this way, failing to give
appropriations for domestic progress, but focusing on lavish support
of external defense, would not be thinking through rigorously the
relative dangers oln these various fronts.

Clairmllan PROXmtIir. -What you are saying, I think, is very im-
portant. As I understand it, what you are saying is that to the extent
Congress can pare the military budget or reduce it by $5 or $10 billion
without significantly reducing our military capability, our combat
capability, it not only saves money, and not only provides funds that
are available for other priorities, but also tends to ease the arms com-
petition with the Soviet Union, and has this additional value. I think
that is most encouraging.

I would like to ask Professor Berliner. A great many people believe
that the intention of the Soviet Union has changed in recent years.
That doesn't come through so clearly from this panel this morning.
But I vwonder if you think there is anything to that notion, and there-
fore it may be more possible than before to live peaceably with them.
Based strictly oln their military strength, economic development, and
the shares that go to domestic need or defense, do you believe that the
objective evidence supports this view?

Mr. BERLINER. I always have difficulty responding to a question
about what a "nation" believes, what a "nation's" objectives are.

Chairm-lan PnoxirIRE. I am asking what you would conclude on the
basis of what they have done, not what a nation believes, or what
Brezhnev or Kosygin or any leader believes, but after looking at the
facts, what would be your conclusions and developments?

Mr. BERLINER. Let me present a few of what may be regarded as
major changes in the past few years, and see if they add up to a change
ill objective.

There seems to be an increasing realization that a strictly governed
totalitarian way of organizing society, in the Stalinist sense, does not
serve modern objectives. The economic reforms, the reforms in agri-
culture, the tenor of all the changes within the economic system-
and I can't for the moment think of the evidence with respect to other
parts of the system-suggests perhaps not a different outlook on life
by the Soviet leaders, but perhaps a different distribution of outlooks
among the Soviet people, awvay from what might be called the old
totalitarian notion.

Another major change that should be introduced in any long run
view of Soviet objectives is that, at the time of Lenin, which has been
cited here as part of the historical evidence, there was no surer item
of faith in Lenin's Marxist view of the world than that the day of the
capitalist world was over. In a relatively short time capitalism was
expected to enter the stage of a general crisis, and socialism would
vindicate itself. If Lenin could have foreseen the state of the world
50 years thence, I think he may not have even made the revolution.
What has happened in the world, particularly in the capitalist world,
has had an enormous impact on Soviet thought. We know that since
the 1950's the Soviets, not only in their practices, but in their ideology,
have accepted the notion that the capitalistic world is not headed into
a stage of general crisis, that capitalism has stabilized itself, partly
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on the basis of the so-called new economics, and partly on the basis of
what the Soviets regard as the new imperialism. But whatever the
reason, the view now is that the capitalist world is here to stay. It
is no longer the case of a rising Socialist star, and an inevitable, in
almost in a religious way, an inevitably declining capitalist world.

That has led to what must be extensive changes in the Soviet view,
or the distribution of views among Soviet leaders. It will affect, for
example, attitudes toward the rest of the world. Let me illustrate this
in what is my present research occupation. The Soviets have expressed
great concern about the slow rate of technological progress and the
technological lag behind the United States. In my own investigations
of the sources of the Soviet lag, the difficulties the Soviets face in rapid
innovation, it occurs to me that one of their major difficulties is the
inherited effort to insulate their country from intellectual contact with
the rest of the world. In the process of technological transfer from na-
tion to nation, a very important role is played by international travel:
by sales engineers from capitalist firms. for example, traveling about
the world showing their latest models of new equipment. A great deal
of the technological information available to engineers in capitalist
countries, as well as the East European Socialist countries, increasingly
comes not so much from published material-which the Russians buy
in great volume, but which is always 5 years behind-it comes from
the day to day contact, from the intercourse in object of high tech-
nology and in the contacts among people in international associations.

The pressure on the Russian leaders, particularly those who are pro-
fessionally concerned with technological progress, the pressure on
them to get their people abroad to see what the latest model French
and American computers look like, to know the level of world tech-
nology in order to be able to produce it, is enormous.

Let me give one example from an article by an industrial engi-
neer in a construction designing institute, who was responding to an
order to him and to all engineers that in designing new plants they
should introduce the very latest of world technology. The man re-
sponded by saying, "we don't know what the latest world technology
is. Mv catalogs from foreign firms are about 5 years old. And by the
time I design, with the facilities of my own institute, the instrumenta-
tion for the new factory, it is already 5 years behind that of the rest
of the world."

In Stalin's day this may not have mattered, this political and social
and economic insulation of the Soviet economy from the rest of the
world. But in this day it does matter, partly as a consequence of the
R. & D. revolution, which has made technological change a major
new source of rapid economic growth, and which inevitably is an in-
ternational effort. For the Russians to try to run their system in the
same old way would be inevitably to deny themselves access to this
maior source of economic growth.

Now, in this sense the society, I think, has changed its objectives.
It has changed its view of its relationship to other countries, and its
view of the job it has ahead of it.

Chairman PROXMTIRE. Mr. Kintner had an answer, I believe.
Mr. KINTNER. In the first place, as to their losing belief in the crisis

of capitalism, I would refer you to Brezhnev's speech given in Czecho-
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slovakia in April 1967, in whichl he describes at great length that the
long-range trends are still against the capitalist system. It was an
official speech. It was aimed at the destruction of NATO, and easing
the United States out of Western Europe, and so forth. This was very
much in line with what Air. Lenin said 50 years ago.

And furthermore, in my understanding of Lenin, he did not say
that the capitalist system would be finished in a short time, he said
the final phase of the struggle would be an epic, and would take sev-
eral generations, without giving the exact number.

The next point I would like to make is that one of the great dangers,
to get back to the questions you raised earlier, is the fundamental
political insecurity of the regime. I think the Czechoslovakian inva-
sion demonstrated that. They cannot tolerate general freedom. And
I think that the combination of tremendous power which they already
have and their efforts to acquire more, in behalf of a regime whichl
appears to be reverting to some of the forms of totalitarian control
which we had hopefully thought they had given up after the passing
of Stalin, is a fact that we should consider.

I mentioned Eugene Lobel, the Czech economist, and his article,
"Super Stalinism." He should know about the totalitarian system. I
happen to know the man personally. He wvas involved in the Slaiski
affair in Czechoslovakia in 1949. And spent 5 years in solitary con-
finement. I bel ieve he knows of what he speaks.

Now, as to the point that they have to rely on publications or cat-
alogs, 5 years of age, I have known of one person in this country,
whose name escapes me now, who has the job of buying up very large
numbers of all the advanced scientific and technological journals pub-
lished in this country and forwarding them over there very rapidly.
So I don't believe that they are at least 5 years behind in knowing
what we are doing. They may be behind us in certain areas of apply-
ing the discoveries they have made.

Would you agree with that?
Mir. BERLINER. No; I would differ in the significance of publications.

I think the best way to insure that the Soviets will perpetually lag
behind the United States is to give them free great quantities of our
current technological publications. I have recently been working a bit
on computer technology, and one of the generalizations expressed by
people in the computer field is that not only do the Russians gain very
little from published information with respect to computers, but they
gain very little, in a. manufacturing sense, from the physical objects
themselves. That is, importing a computer, let's say, and then setting
about learning from it. learning the technology, learning the chemical
and metallic properties of the materials used, and trying to redesign
one's own computer on the basis of an imported one, is the best way to
assure that by the time your own computer gets in operation you will
never have a chance to sell it anywhere.

So I disagree with Professor Kintner's evaluation of the significance
of published information. I would agree with Professor Kintner that
there is strong evidence of a return to what might be called Stalinism,
although I aam sure that Dr. Lobel, if he had his choice of living in
Prague today or living at the time of the Slanski trials, would have
no question about whether there has been a full return to that period;
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he would decidedly prefer to live there today. To say that there has
been a return to Stalinism ought not to be interpreted to say that the
socialist countries live as they did at the time of Stalinism.

Moreover, with respect to Mr. Brezhnev's statement, it is sometimes
said that when the Archbishop of Canterbury declares that he be-
]ieves in God it is no news, but if he declares that he no longer believes
in God, that is newsworthy. And Mr. Brezhnev, of course, believes in
God. But if you examine the literature more broadly-take some of
the publications of younger Soviet economists for example-it is per-
fectly clear that no matter what Brezhnev says for public consump-
tion, most Soviet intellectuals do not expect the collapse of the capi-
talist world. It may be that as party leader Brezhnev believes this,
but I have no doubt that Mr. Kosygin doesn't. And the engineers and
the economists-I don't know whether they are the Soviet Union, but
they surely have an influence in the Soviet Union-to my mind there
is no doubt that they have long ago given up the hope that the capi-
talistic system will bury itself.

Chairman PROXMIRE. I would like to ask you, Professor Berliner-
I understand your statement to say -that the Soviet housing need has
a relatively low priority. This appears to conflict with the repeated
statement of Dr. Allen Bates of the National Bureau of Standards,
who is probably our foremost expert on Soviet housing, that they are
making vast quantitative and, for them, qualitative strides in housing.
I understand that in the western cities the quality is now approaching
what we would think of as decent standards, and while they have less
space per person than we do, they have additional communal spaces
which we 'do not have.

Mr. BERLINER. I wouldn't want to give a black and white picture.
Housing has improved greatly. In 1948 the Russians were in truly des-
perate straits. I don't have figures on the floor space per person at that
time, but since 1948 there has been an extensive effort to increase hous-
ing, and per capita floor space Sand associated amenities have improved.
Also I don't understand the introduction to your question because I
intended in my 'paper to state that housing is probably the second most
important priority, next to agriculture in my guess as to the Soviet
leaders-

Chairman PROXMIRE. The second most important nondefense and
noninvestment priority.

Mr. BERLINER. That is right.
Chairman PROXMIRE. That makes it, depending on how you look at

it, relatively low. So these are the four priorities that seem to be quite,
high.

Mr. BERLINER. Nevertheless, looking to the place at which consumers
would most benefit from increases in living standards, housing is likely
to be very high, close to the second. For that reason it is all the more
astonishing that housing appropriations have 'dropped absolutely in
the past several years.

Chairman PROxMIRE. Maybe we are looking at it-from our stand-
point, I am told by a man who has spent a lot of time in housing in the
last couple of years that they are spending about five to six times as
much on subsidized housing as we are.

Mr. BERLINER. On subsidized housing?
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Chairman PROXMIRE. On low-income housing. Of course our low-
income housing or moderate-income house has to be subsidized or it is
not built.

Mr. BEROSON. There is also a lot of low-income housing in the Soviet
Union.

Mir. BERLINER. All their housing is subsidized. That is one of the
features of their pricing system. So I don't understand the statement
that most of it is low income or subsidized. It is all subsidized, except
for a relatively small amount of sort of luxury housing built on a co-
operative basis, on the basis of recent legislation.

Chairman PRoximiRE. Professor Bergson, I am extremely inter-
ested in your table indicating in all probability that Soviet real de-
fense outlays now possibly equal the peak reached in World War II.
I was quite startled at that. I wonder if you could give us a little more
information on that subject. How does the number of men now in
uniform, for example, compare with that of World War II?

Mr. BERG.SON. It is much below it, Senator.
Chairman Pitoxirki. What is the comparison?
Mr. BERGSON. In 1944 the Russians had about 12 million men under

arms.
Chairman PROXNIIRE. And now they have three?
Mir. BERGSON. On the order of three. So there is quite a change in

that regard downward. On the other hand, there has been an enor-
mous increase in the postwar period in expenditures on weapons.

Chairman PROXMIRE. If they are spending as much-were these in
real terms?

MIr. BERGSON. The figures I cite here are intended to be in real terms.
Chairman PROXMIRE. So that they have one-quarter of the man-

power?
AIr. BEROSON. That is right.
'Chairman PRoxiMIRn. And yet they are spending about as much.

Does this mean that the manpower producing these weapons would
be three times as great as the manpower producing weapons in World
War II, or twice as great?

Mir. BERGSON. Not necessarily. The output has increased. And re-
member, the munitions component of defense is a very large compo-
nent. The manpower component has been the smaller one. So if you
have a cut of, in this case 75 percent in regard to manpower, you don't
have to have a comparable increase in the munitions component to get
the results I have.

Chairman PaoxznRE. Compare this in two ways.
First, how does the GNP proportion compare, World War II and

the present?
Air. BERGSON. Well, it is certainly far, far larger now than it was

then-
Chairman PROXMIRE. I beg your pardon. You are not saying the per-

centage of GNP devoted to defense is larger now?
Air. BERGSON. I am sorry, you said percentage?
Chairman PROXMIRE. Yes.
AIr. BERGSON. No; the percentage of the GNP going to defense is

much smaller now. The defense expenditures wiere a much larger
percentage of the GNP in 1944 than they are now.
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Chairman PROXM3IRE. Three or four times as large a proportion at
least, I take it? 10 percent, 15 percent perhaps now, and then 50
percent ?

Mr. BERnSON. Well, mavbe not 50 percent, but certainly a very big
figoure.

Chairman PROXMIRE. Now; second, give us the comparison of the
United States. How does our absolute amount spent on military com-
pare with-if you have it-the 1944 figure?

Mr. BERGSON. I think current outlays are much below 1944. But for
1944 I haven't made any comparison for the United States which would
break our military aid. Our military aid to other countries, lend-lease,
was very large in 1944. And that is included in our usual national de-
fense figures for 1944. For purposes of comparison, one ought to omit
the lend-lease outlays from our 1944 budget.

Mr. KINTNER. I think there is one point in making this comparison
that you should take into account, and that is the difference in pay
scale of the Soviet forces and our own, which permits them to do things
which we cannot do. An example, I saw a Columbia Broadcasting film
of the Soviet recruit going into the military service. He was not given
any salary for his 2 years. He was given a daily allowance to buy a
plack of cigarettes and maybe a piece of candy. But if you take our
total pay, because our soldiers are representatives of an affluent so-
ciety, it takes up a far higher position of our total defense budget-
over a quarter of the total-than does the Soviet military pay.

That is a very important factor.
Senator PROXMIRE. In addition to that, as I was discussing after the

hearings yesterday with Mr. Hunter, you have a great discrepancy be-
twveen supply and support to combat in this country as compared to the
Soviet Union. I have seen some figures that indicate we have a ratio
as high as 10 to 1 in Vietnam of supply and support troops to one in
actual combat, whereas the Soviet ratio is 3 to 1, or less. And this is
considered by many to be extravagant. The 10-to-1 ratio is partly a
matter of comfort, and I believe it is also partly a matter of technology.

Mr. KINTNER. And the long distance we have to go to deploy our
forces. Their troops are presently all inside the Soviet frontier except
for those deployed in Eastern Europe. But the logistic support prob-
lem favors them: First, they are more austere, and they support their
forces at less distance than we do.

Mr. BERGSON. May I add a word to what Professor Berliner has said
on the usefulness of global data on Soviet defense expenditures?

Chairman PROXMIRE. Yes.
Mr. BERGSON. I do feel the data are of some value insofar as they

help us gage the order of magnitude of the Russian effort, how it
is changing, and also to what extent the changes that are occurring are
coming in conflict with other demands placed on Russian output.
Data of this sort also help us judge the Russian interest in arms control
and disarmament measures.

On the other hand, I agree with Professor Berliner that these data
have to be used with the greatest care in trying to formulate our own
defense policy. And I join him in thinking that from this standpoint
one ought to give great weight to the alternative physical data that
are available on the Russian munitions-manpower strength in different
areas.
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Chairman PROXMIIRE. You would place muchl more reliance on the
physical?

Mr. BEiiGSON. Yes, on data, on the balance of conventional forces in
Western Europe, data on missile strength, and the like. Maybe, in part,
I would place more emphasis on some of these data because I have
never worked very much with them. I may have greater confidence in
them for that reason than is warranted. But in principle data of that
sort are apt to be more illuminating regarding the kind of challenge we
have to consider in formulating our own defense policy.

Chairman PROXNEIRE. Do you conclude from this physical data that
there is a greater disposition toward arms control in the Soviet Union
than there has been?

Mr. BERGSON. I feel that the monetary data, together with the data
on economic growth, and on competing claims, are illumnting in this
regard. On this basis, I think that the Soviet Government is under very
real economic pressure to limit expenditures. In this context I gave a
fair amount of weight to the global data. In the other context, where
one is judging what response to Soviet military activities is in order
here, I would be inclined to give greater weight to the physical data.

Chairman PROXIIRE. How would the Chinese problem effect in your
judgment the attitude of the Soviet Union toward agreement with
us? Is it of sufficient importance so that this is really significant in your
view?

Mr. BERGSON. I should think that the split with China has been one
of a number of factors, perhaps the most important factor which have
caused the Russians to review their foreign policy throughout the
world in recent years. There are many many evidences of a rethinking
of new paths that are being taken by the Russians. One could argue
that this might make them more amenable rather than less amenable
to some kind of collaboration with the United States, at least one to
limit defense expenditures. Of course, in the long run they must be
deeply concerned about the prospects of industrialization of China,
and the growth of a nuclear potential there. They clearly would be
reluctant to take any action now that would limit their freedom to re-
spond to a growth of Chinese military power in the longr run

Chairman PROXMIIRE. I cannot see any reason why this Ciinese situa-
tion would not make them more amenable to some kind of cooperation
with us.

Mr. BERGSON. In the short run they might very well feel that this is
an appropriate response. In the long run they must keep in mind that
this response should not limit their capacity to grapple with the Chi-
nese challenge.

Chairman Pmiox-mIRE. I would like to ask you gentlemen, perhaps M r.
Berliner and Mr. Hunter, to comment on this:

Economic retardation and reformn have been closely linked in the
Soviet Union and Eastern Europe. The view of the Czech reformer
Ota Sik apparently was that political and economic reform were in-
separable. If this was valid in the Czech case, is it also so in the Soviet
Union?

If changes in economic planning and management necessary to raise
efficiency require political reform, then is the choice facing the Soviet
leadership betwveen a dynamic economy and a continuation of the cur-
rent political system ?

31-69--69-pt. 3 8
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Mr. HUNTER. Maybe I could say something about the problem that
the Russians and the East Europeans have faced in trying to conduct
economic reform. The central difficulty is that the structure of relative
prices is so distorted that it gives wrong signals to the managers of
enterprises. When managers are instructed to try to maximize profits,
they find that they are obeying very faulty signals, which lead them
still to produce the wrong things. That is one problem.

Another problem is that there is continued tautness. The targets
imposed from the center are still very ambitious. This means that the
typical enterprise does not have the leeway that it needs to operate
well.

A related difficulty is that there continue to be physical output tar-
gets imposed from the top for outputs which are inputs to other en-
terprises. The enterprise, therefore, is not free to move in trying to
minimize its costs and be responsive to what consumers want. And be-
cause the system's directors have been unwilling to loosen up the en-
vironment within which enterprises operate, soon after a reform is
launched you begin to get gluts and shortages cropping up which
create small crises, and at least in Eastern European experience, these
crises then provide a basis for the old line bureaucrats to raise a cry
of alarm and say that everything is coming apart. There is a great
temptation, then, for administrative intervention which in fact brings
back the old system.

While the initial feeling in the United States that the Russians
had gone over to a profit system was grossly exaggerated, and really
not very much has happened yet to change the Soviet system, I expect
that over the next 5 or 10 years there will be a streamlining or a loosen-
ing up of what has been a very rigid system. Here, to return to one of
the lines of thought that Professor Berliner was pursuing, I think
the Russians are now facing a difficult problem. Late 20th century
modernization requires a kind of sophistication, a kind of imagination
and initiative on the part of hundreds of thousands of people through-
out the system, and a kind of flexibility and alertness and responsive-
ness that simply has not been part of the Soviet system in the past.

It is also apparent in some respects that the United States is more
revolutionary than the U.S.S.R. Technologically that is certainly the
case.

Chairman PROXMIIRE. Is it the case? Do you really think the United
States is more revolutionary technologically than the Soviet Union?
I take it that Dr. Kintner might challenge that. And lots of people
think that they are spending more on research and development than
we are, that they are making great strides in the military area. I am
just not so sure that we can accept that notion that we are more tech-
nologically advanced. I have always accepted that. I want to believe it.
I certainly believe our system has been more productive in many, many
ways. But if they are going to challenge us militarily, I do not see
how they can do it until they have developed some technological ca-
pacity that they had not in the past. And if they have done this, it is
a very interesting question to me as to whether or not this is not going
to affect their political forms. Can they really restrain people and pre-
vent discussion and debate and dissent and difference of opinion, and
have the kind of technological advance which they have to have to
match us or surpass us?
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Mr. HUNTER. Not much is really known about what the sources of
creativity are, or why one society is more pioneering than another. The
Japanese have been as impressive as any people on earth over the last
couple of decades, in the way that they have come forward, in every-
thiing from cameras to large tankers.

Chairman PROXMIRE. They have got one big advantage, and that is
that they do not have any military budget at all to speak of.

Mr. HINTrER. Maybe the Russians should learn from the Japanese
about that.

The Russians have long had a very good reputation for armor-
plate on tanks. In the nuclear missile field, popular knowledge says
that the United States is very good at miniaturizing our guidance
systems, while .the Russians still have to use very large, powerful, and
ungainly kinds of equipment. But what I am trying to say is that,
while I think the long, centuries-old Russian tradition of a highly
authoritarian and disciplined society will not change, the Russian
people have great talent and great capacity and over the next 50 years
of Soviet life it will become a more flexible and open society, easier
for Western Europe and Japan and the United States to get along
with.

We will still confront each other with various national interests
that are by no means identical. But it is not just a joke to say that
the U.S.S.R. is less revolutionary than other parts of the world.
Lenin's early hopes, as Professor Berliner said, have simply not been
borne out by subsequent experience. The Russians are now struggling
to find answers to the same kind of problems that people in North
America and Western Europe are struggling to find answers to.

That reminds me, to go back to housing for a minute, of another
comment. The Russians have been building apartment houses, not indi-
vidual houses out in the suburbs. These buildings lack adequate service
facilities on the ground floor. There is room for three or four stores,
but not much more. They also lack parking facilities. Now that the
U.S.S.R. is beginning to succumb to the passenger automobile revolu-
tion, I think there is going to be a great human tragedy in Soviet
cities over the next 20 or 30 or 50 years, because once these buildings
are built-they are reinforced concrete, and very durable-the Soviet
people are stuck with them. The apartments are accessible to low-
income workers, and they are subsidized so that the rents are very
low, but the people who will be living in Soviet cities over the next
half century, I think, are not going to be as well served as in other
developed parts of the world.

Chairman PROXMTRE. Professor Berliner, did the military oppose
reform in Czechoslovakia under the U.S.S.R., and why?

Mr. BERLINER. My information comes from the same source as all
of ours in this respect, and judging from the New York Times and the
reporters

Chairman PROXMIRE. It has been a great day for the New York
Times.

Mr. BERLINER. I have the impression that it was the military's ac-
tion, and the constraints were on-

Chairman PROXmrRE. Is this reform related in the military view to
military control and military budget? Why should the military oppose
reform ?
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Mr. BERLINER. Well, have the military ever not opposed reform?
The military is the force arm of a society, of any society.

Chairman PROXMIRE. I should think the military should favor some
kind of reform. After all, as Dr. Kintner pointed out, they are putting
a great deal of emphasis on research and development. You have to
have technological advance if you are going to be able to have military
success these days, that is the essence, the heart of it, it is more impor-
tant than any other element.

Mr. BERLINER. I will withdraw that. There have been circumstances
in which the military have been the promoters of reform in retrograde,
unproductive, and unsuccessful governments.

One difference that might be worth noting is that between the mili-
tary view of the technological problem and the civilian view of the
technological problem. I agree with what Mr. Hunter said, that by
and large the Soviets are lagging technologically. I think they agree,
and I think this is a fairly universal observation.

It is sometimes asked in this context, if that is true, 'how do they
manage so well in space and in military developments? The conclu-
sion to which I am coming is that there is a big difference between
the capacity of a society to undertake tasks which are primarily tech-
nological in objective and its capacity to undertake tasks which are
economic in the broadest sense. What I mean by that is that military
and space production and R. & D. are primarily task-oriented. The
job is to attain an objective with certain technical specifications in
the minimal amount of time and with almost unlimited resources, in
both countries. The criterion is technical, and its attainment depends
on the engineering, mathematical, and scientific skills of the popula-
tion. There is no question but that the Russians have it. Given the
same resources, or given unlimited resources they can put up anything
they want.

I think that is part of the reason for their success in this sphere.
But it is a rather different matter to get the director of a textile firm,
or a fish canner in Kamchatka, to put in the kind of effort that is
necessary for technological progress into the packing of his goods,
or into improvement of his technology. That is where the Russians
have their difficulties.

It is in the mass industries, in the mass production of steel and
industrial parts and equipment, which are not task-oriented but
economic-oriented, it is here that they have their difficulties, and it is
here that the structure of the economic system inhibits both techlnolo-
gical progress and the level of technological attainment to which they
aspire.

Therefore, I think it is no mystery that the military may be quite
satisfied with the technological quality of the stuff they get. But the
economy at large may nevertheless suffer from certain deficiencies
with respect to the production of the mass objects of industrial and
consumer use.

Chairman PROXMIRE. I want to call on Dr. Kintner in a minute,
but I would like to ask you, how extensive is the military control over
normal economic administration in war industries, and transporta-
tion, and construction, and so forth? And I wonder if the mobiliza-
tion for the Czech invasion thrown any light on this question?
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MWr. BERLINER. I have no information on that. I have no idea.
Chairman PROXMIRE. You do not know how extensive their control

is over the war industries, or over transportation, construction, and
so forth?

MIr. BERLINER. No.
Chairman PROXARRE. Dr. Kintner?
Mr. IVINT NER. I would like to comment that I agree with Dr.

Berliner's analysis of the technological situation. Alre have overall
technological superiority. But in the areas in which they have applied
themselves they have done very wvell, and I think they have an in-
creasing capacity to do better.

Wtith respect to the questions just raised concerning the Czecho-
slovakian invasion, it appears that their rapid mobilization was
facilitated by the fact that many of the trucks that were used on their
farms were the same trucks that were used to bring the soldiers to-
getlher and march them westward.

You raised a question about whether the military had the primary
liand in the Czech invasion. It is my understanding that is was
Gomntlka, and Ulbrecht who told the Soviet political leaders that they
had better do something about Czechoslovakia because they were
afraid of the freedom coming in to their territory.

Which brings us to another question you raised:
Is it nossible to have a dynamic economic growth without changing

the political order? For the last several years we have been engaged in
a study of revolutionary trends in East Central Europe. There we
meet the dilemma that has been expressed here, that the technicians
want the reforms, but then when it comes up to the party leaders, or
the administrators, they are afraid of them, because if you reallv do
have a decentralized economy what happens to the role of the Com-
munist Party? And these people, for better or for worse, have a great
interest in preserving their role

Chairman PROXMIRE. You are implying that the military would
favor reform in this sense as distinct from the Communist Partv?

Mr. KiNTNER. That is correct. They would like to have a more viable
society, I am certain.

Chairman PROXArIRE. Viable in the sense of a more efficient economy?
Air. KINTNER. MAore efficient economy and more efficient resources

availability.
You raised another question about why vwould the Chinese-Soviet

split not make the Soviet more conducive to arms controls. There may
be reasons for it, but there are two reasons against it. In the first
place, whether the Soviets are revolutionary or not-and I tend to
agree that they are rather conservative-they claim to be the leading
revolutionarv power on earth. The. Chinese Communists have already
ac(clsed the Soviet revisionists of collildinsv wvith the American im-
rerialists. So they have to be very careful about how openly thev try
to reachl agreement wvith us. There has been a lot of eounter-flak be-
eause they still have a lot of revolutionarv action rOing for them in
various parts of the world wvhich are related to their revolutionarv
professions, whether these professions are real or not. I am sneaking
of Nigeria and the Middle East, and to a certain extent of Cuba in
thki hemisphere.

The other thing is that the Chinese nmlelar threat vill first become
more apparent. to the Soviets than it will to the United States. I am



950

certain that the Chinese Communists wvill get intermediate-range mis-
siles before they get ICBM's. And I doubt very much under these
circumstances if the Soviets are going to throw away whatever ABM
system they deploy around Moscow, or whatever ABM system they are
developing. And that happens to be, as you know, one of the crucial
aspects of both the present Safeguard decision and the prospects for
arms control in the coming SALT talks. These two factors do not
necessarily imply that the Soviet-Chinese situation is going to, for the
short term, make the Soviets more amenable to settling with us. I per-
sonally believe that as the Chinese technological base improves and if
they still maintain their very chauvinistic policy, that over a period of
time the Soviets and we might come together on an entirely different
basis than now possible.

But that is a longer term prospect than the 4 or 5 years ahead
which have to be considered in this year's appropriations.

Chairman PROXMIRE. Gentlemen, thank you very very much. I
apologize for having detained you so much. But you are a fascinating
panel. You have certainly greatly improved my understanding. And
I think you have made an excellent record that will be most useful to
the Congress in our deliberations on this. It was said by a number of
competent witnesses that the real heart of our military problem is an
understanding of what we face in the Soviet Union. And I cannot
think of any four men who are more competent to give us an under-
standing of this than you gentlemen. You have done a splendid job,
and I am most grateful to you.

This afternoon we will reconvene at 2 o'clock to hear David R.
Mark, Deputy Director of Research, Bureau of Intelligence and Re-
search, Department of State.

(Whereupon, at 12:50 p.m. the committee recessed, to reconvene at
2 p.m. on the same day.)

AFTERNOON SESSION

Chairman PROXMIRE. The subcommittee will come to order.
We are delighted to have this afternoon Mr. David E. Mark.
Mr. Mark has a long record of service to his government. He has

been political adviser to U.S. Armed Forces in Korea, member of
U.S. Mission in Berlin, First Secretary to our Embassy in Moscow,
Director of the Office of West European Research and Analysis in the
State Department. He was the author, in 1965, of "Cessation of Nu-
clear Weapons Tests: Problems and Results in Negotiations to Date."
He is currently serving as Deputy Director for Research, Bureau of
Intelligence and Research, Department of State.

STATEMENT OF DAVID E. MARK, DEPUTY DIRECTOR FOR RE-
SEARCH, BUREAU OF INTELLIGENCE AND RESEARCH; ACCOM-
PANIED BY DR. HERBERT BLOCK, SPECIAL ASSISTANT IN THE
OFFICE OF RESEARCH AND ANALYSIS FOR THE U.S.S.R. AND
EASTERN EUROPE

Mr. MARK. I -would like to introduce Dr. Block of the Office of Re-
search and Analysis for the Soviet Union and Eastern Europe, who
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is an economist of note in regard to the analysis of the Soviet Union
and its affairs.

I think it is rather clear from the introduction which you gave that,
unlike some of the distinguished academic witnesses who testified be-
fore you yesterday and earlier today, I am not specifically a scholar
on Soviet affairs, but rather a Foreign Service officer who served in
Moscow in the late 1950's, who has kept in close touch with Soviet
developments from a foreign policy point of view, and who is now
responsible for supervising some of the Department's analytical efforts
and happenings in the U.S.S.R., as well as in other areas of the world,
I hope that I can answer whatever questions you may have.

THE PSYCHOLOGICAL ENVIRONMENT FOR AMAKING NATIONAL SECuaRTY
DECISIONS IN THE U.S.S.R.

The starting point in an examination of Soviet national security
attitudes must be the historical experience and basic thought patterns
which are in the forefront of the minds of the present Soviet leader-
ship, and indeed of any group of Soviet leaders likely to occupy the
Kremlin for the next decade or two. Their frame of reference is con-
ditioned by the revolutionary struggle which brought their state
into existence over 50 years ago against rather strenuous efforts by
both domestic and foreign anti-Communist forces to throttle the
Bolshevik cause at the very outset.

Every Soviet chieftain, from Lenin on, has been acutely sensitive to
external threats to the Soviet regime, and there has, as a consequence,
been a great effort almost all of the time to build up and to maintain
as large and as effective a military establishment as was possible, given
the physical resources of the country and the competing demands of
other top level state priorities. We need not decide whether the present
leadership believes the fanciful tales unfolded at Stalin's purge trials
of the 1930's about the existence of vast international conspiracies im-
plicating many former Bolshevik leaders and aimed at the downfall
of the U.S.S.R. Even without this, the 1941 to 1945 holocaust of World
War II as a result of the German invasion, as well as the international
cold war tensions since then, undoubtedly provide more than adequate
motivation to the men of the Kremlin to support a very large defense
establishment. The growing Communist Chinese threat only strength-
ens the incentive still further, and Moscow has alreadv shovwed concern
for a possible Chinese-Western coalition some day against the U.S.S.R.

But history is not the -whole explanation: basic outlook as ex-
pressed both in ideology and in the approach taken toward a definition
of Soviet state interests, is also very important. The primeval assump-
tions of Marxism-Leninism are that there must be implacable hostility
between the proletariat and the bourgeoisie, and that the antagonism
will also inevitably exist between the states which the workers and the
capitalists respectively come to control. By unchallengeable definition,
Moscow puts itself and its allies into the category of -worker-controlled
socialist states, while it relegates to the capitalist-dominated imperial-
ist world the United States and at least the other developed comutries
of the West. Although the doctrine of the peaceful coexistence of the
two inimical social and state systems has been accepted in the Kremlin
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for some years now, as a device for explaining why actual war need
not break out between the two camps, this conclusion is said by
Moscow to be valid precisely because the Soviet Union and its allies
have built up such a degree of military, economic, and political power
that an effective deterrent operates to restrain the undiminished ag-
gressive intent of the Western states.

This outlook does allow for some refinement. The Soviet leaders
are willing to postulate variations for different Western countries and
different Western regimes at different times 'in the degree of immedi-
ate aggressive intent toward the Soviet Union. They accept the idea
that on certain specific issues, for example, United States land Soviet
interests may happen to coincide and may make desirable coopera-
tive, coordinate, or even joint action by the two countries. Indeed,
we hope that this is currently true in such problem areas as the
Middle East and the limitation of strategic arms. Nonetheless, as
indicated again only last week by the declaration of the Moscow Con-
ference of 75 Communist Parties, the focus of Soviet political analvsis
remains fixed on the hostility between the U.S.S.R. and the West
rather than on their occasional coincidences of interest. It would ap-
pear, unfortunately, that it will take many years before the balance
of Soviet attitudes shifts the other way. For the present, therefore,
ideology reinforces the predisposition toward a sizable military estab-
lishment for which Soviet historical experience since 1917 has already
created a foundation.

Closely tied in with all of the foregoing is the fact that a rather
good case can probably be made for the maintenance of large and
modern Soviet military forces, even when the non-Communist ap-
proach of traditional geopolitical analysis is employed. The Russia
of the czars also tried to cut as impressive a military figure as the
resources then available permitted. The country has a huge territory to
defend, and it has a number of neighbors or near neighbors which. for
several centuries, have had ambitions conflicting with those of Rus-
sian rulers. Moreover, the Soviet Government has the same sorts of
national aspirations as its prerevolutionary predecessors. It wants
to be influential in world councils, as befits a country that has been
a great power for over two centuries. It seeks to influence the policy of
lesser states. It does not wish to be a land-locked giant, but to have
readv access to the seas and oceans of the world. All of this requires
a large military force-one which enables the Government to project
itself physically beyond its borders either with actual strength, or
with a credible image that the U.S.S.R. might come to apply mili-
tary force. For better or worse, we must acknowledge that military
power still counts for much in international political and diplomatic
dealings.

There is another aspect to this problem which flows from the domestic
institutions and political habits of the Soviet system. Bureaucratic
or police force, pressure, and directive constitute key elements for
influencing the behavior of Soviet society. I do not mean to imply,
of course, that Soviet society does not generate some enthusiasms to
help get its tasks accomplished or that other societies lack a coercive
aspect. No society can progress without its quotient of inspirational
motivations and, on the other hand, every effective government and
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social system must ultimately have some form of police power avail-
able to it for survival at critical moments at internal challenge. I-low-
ever, American society undoubtedly leaves a much greater scope for the
management of its affairs by nongovernmental, voluntarist instru-
mentalities than is the case in totalitarian states. Furthermore, the
veiy exercise of democratic political machinery mitigates the element
of force applied on the citizenry from above and increases the area
left to collective self-management.

I might add, incidentally, that the Supreme Soviet has no meaning-
ful lawlmaking role in the U.S.S.R., to say nothing of any influence on
foreign and defense policy. Indeed, a hearing such as this one would
be unthinkable in Moscow.

The Soviet leadership has always been uncom1lfoltiable with an un-
controlled environlment. It is fearful of spontaneous developments
which it has not plaimed and managed. It is strongly inc ined to main-
tain and rely upon an enormous bureaucracy with much duplication
and overlapping of controls. It is expert in the organization and use
of force at home in furtherance of the programs and objectives of
the regime.

In this atmosphere, it is only natural for Moscowv to have the same
feelings about the manipulation of the world scene that it has about
its own society. In this context, military force is likely to seem to be
the predominant source of international influence, and it is extremely
difficult for the Soviet leadership to conceive of any substitute for such
force. Certainly, the concept of a world rule or lav or global political
entity cannot be adequate or even understandable to the Kremlin.
Its immediate reaction is to ask who would establish the rules, and
who would enforce them. For whose economic or class interest would
the global organization work? In its perception, such internationalism
is utnthinkable while the basic Communist-capitalist rivalry persists.
Under such conditions, a powerful Soviet military machine is the
only acceptable safety factor.

To sum up, if the Soviet approach to national security problems
does indeed follow the considerations that I have outlined, it is quite
evident that not too much leeway remains for the United States in
determining our own approach to this world in which we will inevi-
tably face such a formidable Soviet military challenge. We will also
require a very substantial military machine, umless and until effec-
tive international agreements are reached which provide reliable
alternative paths to U.S. national security.

Of course, even after the need for U.S. Armed Forces is accepted.
we are still left with many specific decisions to make about the size
of those forces and about the particular weapons with which they
should be equipped. Moreover, we should never retreat from the effort
to mitigate as much as possible the intensity of Soviet-American ri-
valry, and indeed, to channel it into less dangerous and less expensive
forms. Americans may even set for themselves the long-range objec-
tive of helping both peoples to perceive each other in less hostile terms
and in less stark contrast of good and evil so that we can steadily in-
crease cooperative endeavors. However, right now, there is no doubt
that unless wve are prepared to put ourselves and the rest of the non-
Communist world at the mercy of the Soviet leadership and of the
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military establishment which the Soviet leadership controls, we have
no choice but to match Soviet power with adequate strength of our
own.

NONPARTIOIPATION OF THE SOVrET PUBLIC IN DECISIONMAKING

It is rather important to note a very major difference between the
way in which the Soviet and American political systems deal with
issues of national security. Unlike the United States, the Soviet Union
has no tradition of open debate of problems in foreign or defense
policy. To some extent, this is merely another facet of the author-
itarian nature of the political machinery of the U.S.S.R. The public
has almost no opportunity to influence decisions on any major issue
of national concern. Determinations are made by the top party leader-
ship, customarily without public knowledge that the issues in question
even exist, much less are being decided.

It is true that in some matters related to economic management, agri-
cultural development, and cultural affairs, there may be a modicum
of leadership consultation with the public, or at least with a broad
cross section of the elements of the Soviet "establishment" who are
concerned with the particular question. On national security problems,
however, the decisionmaking circles are extremely narrow. Indeed, the
number of people who are even at all knowledgeable of these issues is
unbelievably small. The assiduous reader of American press reports
not only has reams of information about U.S. defense matters, but
is undoubtedly better informed about the size and substance of the
Soviet military machine than all but a tiny group of Soviet officials.

It is an interesting, if disturbing, fact in this connection that the
overwhelming mass of Soviet citizens not only accepts this state of
affairs but considers it a normal and natural phenomenon. The vast bulk
of the citizenry, including university graduates, is not trained to think
of foreign policy problems in any context other than in the cliches of
Marxist-Leninist indoctrination. No critical faculty is developed for
the analysis of national security issues, and, as already noted, no objec-
tive information is provided either. There is a very pervasive feeling
not only that Government leaders are the proper people to handle
these matters without second guessing from the populace, but -also that
whatever its other faults, the leadership is patriotic and devoted to
the national good. There is an immense reservoir of chauvinism in
the average Soviet citizen which leads him uncritically to assume the
righteousness of Soviet foreign policy. These instincts are built up
both by gross distortions of foreign events in the news media and by
heavy indoctrination aimed at producing positive identification and
association with such slogans as "proletarian internationalism,",
"Soviet socialist patriotism," "defense of the motherland," and
"anti-imperialism."

The net result of this circumstance is that the Soviet Government
and Communist Party have an almost totally free hand in determin-
ing the national security policy of the country. Whatever the course
of action decided upon to cope with a particular foreign policy prob-
lem, the leadership will explain it to the people under appropriate
standard slogans and will make selective use of facts or half-truths
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to support the line adopted. There may, of course, still be residual
public doubts or even some latent opposition, but this cannot generate
aly real pressure on the Kremlin. In any event, the bulk of the
populace accepts decisions with greater or less attention or inciffer-
ence, depending on the gravity of the matter involved. Only rarely
do intimations reach the public through the mass media that there
might have been any hesitancies or debates within leadership circles
about the policy to pursue. However, even such hints of disagreement
or indecision will not induce a more active public reaction, since there
is no institutional vehicle by which the public can concern itself with
the making of foreign and defense policy, as well as no tradition for
such participation.

The problem for the leadership is not, therefore, to find some means
for garnering mass support in the national security field. Such back-
ing can be taken pretty much for granted. Nevertheless, even in the
absence of domestic political constraints the Soviet decisionmakers
still have the problem of settling troublesome questions among them-
selves. They have to take into account existing Soviet capabilities,
the position and probable reactions of foreign governments, and the
physical and economic limitations which restrict their choice of a
policy.

INSTITUTIONAL CONSTRAINTS ON SOVIET DEcIsIONMIAKING

The men who have the power to make the crucial decisions are few
in number; usually, no doubt, the 11 members of the Politburo of the
Central Committee of the Soviet Communist Party are sufficient. Al-
though General Secretary Brezhnev gets the publicity and protocol
spotlight, lie seemed to be only the first among equals, and none has
the authority even of Khrushchev, much less of Stalin. Decisions are
apparently taken after discussion, sometimes by vote, sometimes by
consensus.

Many observers have hypothesized about factions in the Kremlin,
and they have been particularly fond of such dichotomies as "hard-
liners" or "hawks" versus "softliners" or "doves." Although such firm
divisions may exist, there is no reliable evidence available to support
this proposition; and it actually appears improbable that the present
Politburo would have lasted intact this long if its members lined up
persistently in two or three fixed groupings. This is not to say that
differences of opinion do not arise in the Politburo as different issues
are debated. Even though all members may start from the same out-
look and premises, there is no inherent reason why their analyses and
judgments should be identical and unanimous in a Marxist-Leninist
framework, any more than analogous assessments are in a non-Com-
munist decisionmaking environment. Probably, however, the members
take no consistent positions in a precast faction, but constantly realine
themselves according to their views on the many varied issues on
which they must pass.

Rather more significant for the outside world is the type of decision
which a body of 11 men, all fairly equal in power and position, is
likely to take. Clearly, the effort will be to get all members to jagree
so that all share responsibility for the consequences. On some issues,
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therefore, the Politburo may find it preferable to defer a decision
instead of taking it on a majority vote basis, with a minority in op-
position. If this is the situation, then those decisions which are made,
especially on the basis of unanimity, are likely to reflect the lowest
common denominator of consensus. Controversial and imaginative
courses of action probably prove almost impossible to adopt. Caution
and conservatism will be likely to prevail. This may avoid reckless
moves and favor "playing it safe." But, at the same time, it will pro-
mote rigidity and encourage the Politburo to stick to policies that
have become outworn and harmful. It will make it exceedingly diffi-
cult to institute and implement reforms even after most Politburo
members feel them to have become necessary, unless all find them-
sel ves in agreement.

Given the equilibrium and lack of dominant personality in the
Politburo, various special interest groups in the society which have
spokesmen near the top of the party hierarchy may well find it easier
than in Khrushchev's day to plead their cases and get some of what
they want. The top military professionals are one such group, and
they probably provide continuing coherent, single-minded, and per-
suasive arguments in favor of promoting maximum defense prepared-
ness. Moreover, the military outlook is probably appealing to the con-
servative views of the Politburo. Both groups tend to be intolerant
of intellectual dissent and both espouse ideological orthodoxy. In ad-
dition, the military machine has lately been ighly valuable in carry-
ing out foreign policy, whether it be the occupation of Czechoslovakia,
protection against the alleged Communist Chinese military threat, or
the support of Arab allies in the Middle East.

Naturally then, there is close and frequent collaboration between
the Party's leaders and the military chieftains. The top men sit to-
gether on the Defense Committee, which seems to be a sort of limited
National Security Council for discussing issues related to the military
field. However, the military hierarchy is far from the equal of the
Party hierarchy in the effective exercise of state power. Almost 90 per-
cent of the officer corps-including all of the senior generals-belongs
to the Communist Party and is subject to its discipline. The Main
Political Administration of the armed forces, which maintains units
for political indoctorinafion and for gathering data on the military
mood down to company level, is simultaneously a section of the Party
Central Committee. And, of course, the KG13 of Secret Police main-
tains pervasive surveillance of personnel in the forces, as it does
throughout Soviet society.

There is thus no institutional arrangement through which the mili-
tary can form itself into a cohesive political force, much less one that
can act in opposition to the Party apparatus that holds all the levers
of power. It is instructive in this connection that there is no military
man on the Politburo-even Khruslhlchev kept Zhukov there only a few
months in 1957 before forcing the marshal's retirement. Tile propor-
tion of Central Committee members who come from the armed forces
has continued for many years at about 9 percent.

It need hardly be added that the same considerations apply even more
forcefully to other potential "pressure groups," such as the managers
of large industrial plants of complexes. The views of these men are
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undoubtedly sought and respected, and the managers themselves bave
substantial prestige. I-Lowver, they arc unlikely to be able to exert
significantly leverage on the Kremlin to get their narrow group in-
terests satisfied, if these interests do not coincide with the Politburo's
own evaluation.

Till MOBILIZATION OF TIHE SOVIET ECONO-MY FOR 1 NATIONAL SECUIZaTY

OBJECTIVES

In the first round of testimony before your subcommittee, witnesses
vent into great detail on the means by which the U.S. attempts to

match or even to keep ahead of the Soviet defense establishment. I do
not think that the essential picture is very different when looked at
from IMoscow's point of view. Apart from such success as we both
may come to have in maintaining the balance of force at a lower level
thirougth- arms control agreements, the Soviet Union must assume that
it will have to deal with a constant and large American defense effort.
A continuing arms race, such as we now find ourselves in with the
Soviet Union inevitably feeds on itself, and under modern tech-
nological conditions becomes ever more costly.

On the technological side each of the two major rivals will retain
the services of a large contingent of defense related scientists and engi-
neers who can devote themselves to improving existing weapons sys-
tems, to conceiving new systems, and to keeping up with the systems
developed by the enemy. For this purpose, the Soviet Union maintains
a mass educational system designed to turn out hundreds of thousands
of people with proper skills for the defense field, as well as a large
variety of institutes where research and development work can be
pursued under the overall coordination of the Government. The prob-
lem for the Soviet leaders, as for our own, is to insure that the rival
power does not get a significant lead in some important military field,
that the national armed forces are maintained at an adequate level of
strength and proficiency, that new weapons systems are procured on a
timely basis in sufficient quantity, that resources are wasted as little
as possible in this process, and that the national defense effort be
worked out in such a fashion that it does not prevent the accomplish-
ment of other national goals of high priority.

I think that we have sufficient historical perspective now in regard to
the Soviet Union to be able to conclude that the Soviet Goverlnmeent
is able to impose an enormous burden of sacrifice on Soviet society
generallv in order to achieve the national security objectives which
t'he regime deems to be essential. This does not mean that the regime
will go out of its way to impose heavy defense burdens on the economy;
quite clearly, the technical problem of managing the economy and
maIlnta illn harmony within the higher echelons of the bureaucracy
is much simpler to handle when the resources do not have to be diverted
so heavily to military ends. It also does not mean that it is easy to im-
pose such sacrifices; obviously, a low level of motivation can worsen the
problems of the leadership in imposing top priority for military ob-
jectives when the immediate aim of a force buildup is no longer to
repel a foreign invasion of the homeland. However, it does imply that
the Soviet Union is not likely to be forced to fall behind the United
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States in any program it finds it appropriate to underake. The pri-
ority given to national security by the Kremlin is too high to permit
of any such outcome.

TH SOVIET EcoNoMY

Western economists who study the Soviet Union have run into some
problems in calculating an accurate figure for the gross national
product (GNP) of the U.S.S.R. Not only are many data lacking
which are important for an estimate of Soviet GNP, but it is diffi-
cult to translate such Soviet figures as we have into meaningful
American value terms. Economists find it hard to compare West-
ern economies, where price formation is on the whole competitive,
with the Soviet economy, which has a system that assigns prices
to output more or less arbitrarily by bureaucratic processes, rather
than on the basis of market activity which reflects the relative scar-
city of commodities and factors of production.

Nevertheless, looking at matters in very broad terms, it is prob-
ably not too far off the mark to conclude that Soviet GNP is now
close to 50 percent of American GNP, and a bit over 40 percent
on a GNP per capita basis. (This ratio is obtained by calculating
the GNP of both countries in ruble as well as in dollar prices and
then taking the geometric average of the size comparisons in rubles
on the one hand, and in dollars on the other.) This annual output
must maintain a defense establishment that has capabilities similar
to the American one, a space program about as large as our own, and
both an industrial investment program and a.pattern of technological
and scientific research and development that Moscow hopes will en-
able the U.S.S.R. in due course to catch up with the United States'
lead. While these priority matters are being attended to, the civil-
ian economy must be maintained with some annual signs of tangible
improvement, agriculture must be improved from its still relatively
unproductive state-unproductive, that is, in comparison to the ad-
vanced agricultures of the world-and a general lag in housing and
civic facilities, in road transportation, in modern hospitals, in mass
communication facilities, and in other aspects of modern infrastruc-
ture must be overcome.

In reviewing the options open to the Soviet leaders for satisfy-
ing the various claimants to large share of the Soviet GNP, some
general observations are in order. It is a basic fact that, on its own
terms, and however inefficiently by Western standards, the Soviet
economy is quite fully employed. A significant increase in allocations
to any major and use, such as greater defense procurements, cannot
easily be met out of idle reserves; the only real recourse is to cut
down on allocations to other sectors. In saying that increases can-
not be met out of idle reserves, I do not want to imply that there
are no idle reserves; they exist, but mainly for ideological and insti-
tutional reasons, the regime has difficulties in tapping them.

An additional fact is that the Soviet economy, with its bureau-
cratic methods and irrational price structure, is wasteful of its re-
sources. Capital is ill-applied and badly utilized. To compare the
U.S.S.R. and United States, for example, both countries have been
expanding GNP during the past 10 years at roughly the same rate
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of about 5 percent per annum. However, the United States obtains
this growth by investing in private and public fixed assets-for exam-
ple, not counting inventory changes-18 percent of its GNP at factor
cost, while the corresponding Soviet share is almost 30 percent.

One particular reason why investment in Soviet-type economies has
always been inefficient is the much-criticized "dispersion of funds" is
too many investment projects at one time without adequate prepara-
tion and management. Construction bogs down and funds remain tied
up for inordinately long periods with no productive return. In 1968,
for example, after subtracting the cost of equipment out of total invest-
ment figures, uncompleted construction came to 130 to 140 percent
of the year's investment in industrial plant and residential housing
construction.

In the manpower resource field, another Soviet economist last year
suggested publicly that 25 to 30 percent of the industrial labor force,
wvas "superfluous." The total Soviet labor force is 50 percent larger
than the American, even though its population is only 20 percent
greater. This is accounted for by the high employment of women.

The inefficiency of Soviet agriculture is notorious. It produces for
a population almost 20 percent larger than that of the U.S. farm
output valued at three quarters of the American total with rougfhly
two-thirds more land, about seven times as much labor, and even with
investments that in recent years have, in real terms, been three times
as large as the annual investments in American agriculture. Small
wonder that at factor cost, agriculture still accounts for one-fourth
of the Soviet gross national product, as against 3 percent in the United
States. Despite this, however, farm investment programs aimed at
improving this dismal record, are constantly being raided for higher
priority goals. Or as the Finance Ministry journal put it this year,
in a rare public allusion to defense pressures, appropriations for in-
vestment in agriculture have remained below plan because of the
"strained international situation."

The size of defense and space appropriations is also a critical factor
in the behavior of the rest of the economy. For example, in the Korean
war period, a significant increase in the rate of Soviet military hard-
ware procurement adversely affected the rate of investment in machin-
ery and equipment, while in the mid-1950's a stable or even declining
rate of hardware procurement permitted the investment rate to climb
substantially. Since 1960, however, there has been a concomitant de-
cline in both sectors, and this shows, that other factors must also be
taken into consideration. These include the quality of the planners'
policy decisions, which can be wasteful and erratic, the overall level of
skill of management, changes in the hours worked, fluctuations in
labor morale, and so forth. Thus, it is possible that even a leveling off
of arms procurement would fail to stimulate an equivalent rate of in-
vestment growth.

Consumption can also be affected by variations in the defense buy-
ing, though largely in an indirect fashion. Increases in consumer elec-
tronic goods were probably delayed for many years by advanced wea-
pons build-ups and military communication needs. An increase in the
production of military vehicles still makes itself felt in the output and
delivery of agricultural machinery. Moreover, many large arms fac-
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tories, which turn out pots and pans or small applicances when they
are not fully utilized for defense needs, will drop this output as soon
as an increase in military orders comes along. Finally, the demands for
virtual self-sufficiency in raw materials, which the Kremlin demands
for political-military reasons, often results in an uneconomic use of re-
sources and high costs for many of the ingredients which go into man-
ufactured consumer goods.

The present Soviet regime, confronted with rival claims for de-
fense, industrial investment, agricultural investment, and consumption
in an economy that was, for all practical purposes fully employed, de-
cided, soon after its accession to power in 1964, to follow two sets of
policies. One course favored higher defense outlays and boosts in agri-
cultural investment and consumptioli as against the more traditionally
parmpered industrial investment, while the other policy initiated eco-
nomic reforms. Undoubtedly, the new consumer emphasis was wel-
come, in spite of the continuing almost universally low quality of the
output and the endemically woeful deficiencies in the field of consumer
services. Yet, even with this additional favoritism, the quantity of con-
sumer goods and services available still remained far below demand
as expressed in available money supply. The suppressed inflation in
the Soviet economy is well evidenced, for example, by the fact that
during 1968, the total value of saving bank deposits rose by just over
20 percent. Expressed in another way, the increase in deposits
amounted to 40 percent of the total 1968 increment in the money in-
come of all households-a sure sign that items were not available on
which to spend earnings.

Since not even a totalitarian regime can eat its cake and have it too,
something had to give, and it was largely investment in capital goods
industries which suffered. A few figures may suffice. Based on Soviet
figures, the average annual growth rate of productive investment in
industry, during the three periods 1951-60, 1961-64, and 1965-67
dropped from 11.7 to 7.2 to 5.3. In heavy industry, the regime's pet,
the decline was from 11.3 to 8.1 to 4.7 percent. Investment in equip-
ment throughout the economy went down from 12.1 to 11.8 to 6.9
percent. Most of the relatively fast growth in this last category in the
first years of the decade can be explained by Khrushchev's scheme of
pushing the expansion of the chemical industry by procuring chemical
equipment abroad and at home without regard to cost or to the
economy's absorption capacity, as well as by the investment drive
in agriculture.

Tle deceleration of investment activities has affected the growth
of fixed capital assets. The value of plant and equipment in industry
again according to Soviet official statistics expanded in the 1950's by
an annual average of 12 percent, and from 1961-64 by 111/9 percent,
but from 1965-67 only 83/4 percent. The decline would have been more
pronounced except for a Soviet policy 'to postpone the retirement of
obsolescent plants and equipment, and to keeln it going, if necessary,
with the help of extensive capital repairs. This method may have
been unavoidable in the absence of additional fund allocations for
new investment. but it has prevented the bulk of the Soviet economv
from modernizing, fast enough and has probably widened the exist-
inu teclhnlological gap between East and West.
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Thus, even this popular, if inadequate, attention to the consumption
sector has had its price; namely, a depression in the growth and tech-
nological progress of heavy industry. This trend cannot please the
leadership, for, as Brezhnev said last December, "A scientific-tech-
nological revolution, unprecedented in scope and pace, is taking place
in. the world." Since he also noted that technical progress -has become
"one of the main fronts of the historical competition between the two
systems," meaning free enterprise versus communism, we may assume
that the Politburo would like again to increase the growth rate of
investments in industry. Surely, its members are aware of the serious
lag in the U.S.S.R. in some of the most technologically advanced sec-
tors, such as computers, communications, and electronics. Yet, the
problem of where to find additional resources for industry remains
very hard to solve, just because the use of economic resources through
investment has become progressively less efficient; or in other words,
there has been a decline in the growth of output obtained from each
ruble of investment.

It is possible that the regime expected the economic reforms to
facilitate decisions on resource allocation among defense, investment,
and consumption by increasing the pie that becomes available for shar-
ing among the claimants. The GNP'growth rate has actually accelerated
since the advent of Brezhnev and Kosygin in 1964. But, so far,
this acceleration has quite clearly had nothing to do with the economic
reform; it is due to vagaries of agricultural output, to the stress on
consumer articles production already noted, and-last but not least-
to larger military procurements. In any case, the reforms have not been
fundamental enough to make much difference in improving overall
economic efficiency and, besides, they have run into large-scale bureau-
cratic resistance. The central planters still exercise virtually all of the
command functions that they ever did, and it is precisely this inflexible
and topheavy rule that reinforces the inherent wastes in a nonmarket-
oriented economy.

SOVIET DEFENSE ALLOCATIONS

One reason, though -by no means the only one, for the distortions
and strains in the Soviet system is that this economy must support a
large, modern, and relatively efficient military machine, which can at
least keep up with competition from the United States in the super-
power arms race. As discussed earlier, the Soviet leadership and, in-
deed, the whole population is very defense minded. Despite frustrations
among some elite interest groups at the high demands which military
allocations make on the whole economy, there can be no doubt about
the readiness of the party and Government to provide the necessary
wherewithal.

Of course. this does not mean that the sky is the limit for defense in
the U.S.S.R., and I have already mentioned essential requirements
that must be met in other sectors of the economy. However, the regime
has created a military production complex which is heavily endowed
with brainpower, skilled labor force, new plants, and modern equip-
ment in order to insure sophisticated output with good quality control.
The result is that there are almost two Soviet Unions, an almost
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schizoid approach to accomplishing matters in the countrv. Many
Americans have talked of the admittedly deplorable pockets of
poverty in the United States which persist amid general affluence.
Speaking only a bit loosely, the proportions are about reversed in the
U.S.S.R., where a highly modern. largely defense-spa ce sector flourishes
in a mass economic environment that is decades behind Western coun-
terparts in most respects related to consumer goods, services, and
housing.

Although the less *advanced segments of the Soviet economy do
impose some penalties even on the rather up-to-date defense sector,
since the latter cannot easily call for help on civilian-related industries,
research, and infrastructure, it is surprising how well, on the whole,
Moscow has been able to keep its compartmentalized structure in
operation. Obviously, however, success in this realm requires a tight
system of political controls, a near monoply of the communications
media, a rigid system to keep official secrets, and very limited contacts
by Soviet citizens with the Western World.

One statistical peculiarity results from this dichotomy in Soviet
economic structure. If the Soviet defense space budget is somehow-
and only imperfectly-translated into American prices, we estimate the
total package of expenditures, in round numbers, is about $60 billion.
This is not quite three-quarters of the U.S. defense budget, but since
the Soviet GNP is at best only half of the American. some observers
have concluded that the defense share of Soviet GNP must come to
15 percent, rather than the American 10 percent.

In a strict technical sense, this is not true, and, in fact, Soviet defense
costs, if properly calculated in ruble terms. also turn out to be only
about 10 percent of Soviet GNP, expressed in rubles. This is a. conse-
quence of the fact that the defense sector in the U.S.S.R. is precisely
the one relatively efficient, capital intensive sector, with rather high
manpower productivity. As a result, factor costs are relatively low and
do not contribute as much to Soviet GNP as do the high cost sectors,
such as agriculture, which alone accounts for about 25 percent of GNP.
Naturally, in this case, the statistic, while correct, can produce mis-
understandings. Whatever the GNP calculations, any part of the So-
viet economy that gathers in the services of the cream of the most
highly educated and skilled manpower of the country and that in
some ways comes close to monopolizing the use of scarce capital and
of highly modern equipment and managerial and technological re-
sources will be a severe drain on everything else.

I do not want to leave the idea that the Soviet defense establishment
is a model of efficiency. As we have found in the United States, it is
probably a sheer impossibility to attain maximum cost effectiveness and
orderly scheduling in hardware procurement when a country is en-
gaged in a heated arms race with a rival power of similar defense
capabilities. Moscow must feel this even more keenly when its competi-
tor is the United States, which is capable of pulling surprises in re-
search, development, and the choice among weapons systems for pro-
duction and development. To counter this, the Soviets must build some
redundancy and excess capacity into their defense industry and must
have some fat in the group of scientists and technicians more or less
reserved for defense related activities. Moreover, there is the stimulus
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of institutional competition within the Soviet establishment, such as
the rival design teams of competing aircraft producers and the differ-
ent shipyards producing diverse models of attack submarines.

Of course, there is no doubt that the regime, and even the armed
forces themse]l es, would prefer to follow a meaningfull. set of priorities
in defense allocations. Yet, priorities have been closely linked in the
past to strategic doctrine, and we know that there were serious dis-
putes in this area during the 1960's. We have the fairly recent his-
torical example of 1(rushrchev's emphasis on the buildup of strategic
missile forces, even at some expense to the standing of the more
traditional ground forces. This has to some extent been modified
since Khrushchev was ousted in 1964, and the U.S.S.R. seems to be
movling toward our own flexible response doctrine, but it is apparent
that much jockeying among the services for the favor of the political
leaders still goes on. Argumients above the probable course of general
-war, if one should occur, about the proper tactics to be used in case
of local, national, and global wvars, and debates about the role of
conventional forces still undoubtedly reflect differing N-iews about
where defense money should be spent.

Even when decisions are made to go beyond research and devel-
oplment into production and deployment, we find evidences of mis-
takes, and we can only imagine ho-w many more such costly errors
we have not learned about at all. Here I can mention the abortive
Leningrad ABM system of the early 1960's which was abandoned
a fter much money had been devoted to -a start on deployment, and the
Moscowv ABM svstem which is evidently being curtailed in its deploy-
ment below obviously planned levels, apparently because of relative
ineffeotiveness. Several models of military aircraft have been dis-
played at recent Moscow airshows, but have never entered into the
Air Force inventory. The performance of the Soviet Union's first
nuclear-powered ship, the icebreaker Lenin, has been exceedingly
poor. There have been examples of ICBM and space launcher devel-
opment and production which have apparently not produced the
results hoped for by Soviet defense planners, and the same may well
be true of various projects in the expensive fields or radar, electronics,
and computers.

We do not have any information on whether Soviet defense costs for
individual weapons systems involve great overruns above planned
estimates, since these matters are state secrets. However, I have already
referred to the great inefficiency which has attended Soviet investment
in the nondefense sector. Although military industries generally have
a higher priority and hence are more efficient than civilian counter-
parts, it is clear that they are also wasteful. One of the rare public
references to this came in a speech on April 24, 1963, by Khrushcllev,
when he said:

Even the defense industry has many reserves for increased production. Yet
these reserves are not being used sufficiently. But because the production of
defense industry enterprises is secret, the shortcomings in the ivork of such
enterprises are closed to criticism.

Later on in the same talk he added:
The defense industry is coping successfully with creating and producing mod-

ern weapons. But these tasks could have been carried out more successfully and
at a lower cost.
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I am sure that the Soviet regime makes internal efforts to improve
its defense production practices and to avoid waste in the military
establishment. Naturally, the leaders are acutely aware of the com-
peting demands on national resources. However, they essentially have
a free hand in this whole area as far as any sort of public scrutiny
and control is concerned. Undoubtedly, the foremost problem, as they
see it, is not in the tightening up of defense machine efficiency, im-
portant though that is, but in keeping up with the United States.

In the past they have approached this entirely on a unilateral basis
and have made their own policy decisions on resource allocation. Now,
under the pressures of the situation, they are for the first time con-
sidering the attainment of some sort of understanding with the United
States about constraining the scope of the arms race between the two
countries. After all, it is the totality of this race with its accumulation
of vast quantities of weapons, which is certainly a prime cause for the
inefficient allocation of Soviet national resources; specific inefficiencies
in the building of individual weapons systems and in the maintenance
of the defense machine itself are only a marginally additional con-
tributor to Soviet economic strains.

Chairman PROXMIRE. Thank you very much, Mr. Mark.
Mr. Conable had to leave for a rollcall. He will be back shortly.

I have to leave for a rollcall. I should be back in less than 5 minutes
if I can get down there right now and be there when my name is
called, but I will be back in just a few minutes and I appreciate your
waiting.

(At this point in the hearing a short recess was taken.)
Representative CONABLE. Mr. Mark, I wonder if we could start

again. I am Congressman Conable, and I am sorry that I have only
heard your testimony in bits and snatches. That is the story of our
lives here.

I thank you for a very detailed statement. One thing that has been
interesting to me in the discussions we have had today, has been that
there has been very little discussion of the relationship of the Soviet
Socialistic Republic and Eastern Europe, and I realize that it is quite
fashionable to talk about the Soviet world as being no longer mono-
lithic, but I am wondering if in terms of military priorities it is not
still necessary to consider the participation of Eastern Europe. Cer-
tainly Eastern Europe is participating heavily, for instance, in the aid
being given by the Commnnist countries to North Vietnam, and al-
though there may be some question of the reliability of Eastern Euro-
pean armies, particularly Czechoslovakian ones, still they are part of
the Soviet bloc military power. Has there been a tendency on the part
of the Soviets to expect increasing participation by Eastern European
countries in the defense of the Soviet world at the same time it was
upgrading its own defense priorities as expressed in the various sta-
tistics that have been given us showing increased defense expenditures
on the part of the Soviet Union?

Mr. MARK. I think that the Soviet Union expects the Eastern Euro-
pean countries, that is those of the East European countries who are
allied with the Soviet Union in the Warsaw Pact, which means all
except Albania and Yugoslavia, to participate fully in the defense of
the Warsaw Pact area.
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I do not think that the Soviet Union envisages any military role for
these countries that would involve the use of their armed forces out-
side of the pact area, but Moscow has probably equipped them and
trained them with the aim of enabling them to fight whatever sort of
conventional war might happen to break out in Central or Eastern
Europe.

Clearly, the Soviet Union is anxious to bring the forces of its East
European allies up to the highest possible state of readiness, training,
and proficiency.

Representative CONABLE. Do they expect them though to contribute
the same relative percentage of their gross national product to defense
as the Russians themselves are willing to contribute?

Mr. MARK. If they have such expectations, they are probably dis-
appointed. I do not myself have any exact figures on the percentage of
GNP going to defense for East European countries, except that it is
on the whole rather less than for the Soviet Union itself perhaps half
in fact; just, as I may add, the contribution of our NATO allies, that
is to say the percentage of their GNP, which goes into defense expen-
ditures, is less than our own.

However, the Soviet Union is the main supplier of military equip-
ment to these forces. There is quite a good bit of indigenous produc-
tion varying from country to country. There are large-scale exercises
and maneuvers that they conduct. These cover not only ground forces
but also air forces. There have even been some joint naval maneuvers
in the Baltic and the Black Seas.

The military command structure is fairly tightly integrated under
a Soviet marshal, Marshal Yakubovsky at the present time, and of
course there are probably arrangements for consultation on all sorts
of topics of common concern; I should think logistics, tactics, training
arrangements, and so forth.

Representative CONABLE. Since the pronouncement and enforcement
of the Brezhnev doctrine with respect to Czechoslovakia has there been
a notable tightening of the military ties between the Warsaw Pact
nations and the Soviet Union?

Mr. MARK. Well, there is nothing particularly noticeable on the
surface. The Czech army has sufficiently pulled itself together again
to be able to participate, at least to a small degree, in some of the joint
exercises with the others. There has been a definite decline in the
verbal polemics between Rumania and the Soviet Union, although, of
course, these recriminations have not entirely disappeared, particularly
for people who are accustomed to reading somewhat between the
lines.

There has not been any noticeable tightening up of command ar-
rangements. There was a meeting of the heads of government of the
Warsaw Pact countries, which took place in Budapest this year. And
it was announced that some improvements in command arrangements
had been undertaken, the details of which however were not given
out.

Representative CONABLE. Is the party the most static element from
the point of view of, well, hardening of the arteries on priorities in
the Russian system, or does the party tend to be rather more progres-
sive than some of the other elements?
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Mr. MARK. Well, the party, it seems to me, is more in the position
of an umpire. It has the authority to make the final decisions. and of
course the Politburo at the top of the party apparatus is the place
where decisions usually are made.

The party itself, or individual members of the party in important
positions, may have different views about which sector at any given
time deserves priority, but I should think that this is not mainly be-
cause they feel committed to one or another sector on a bureaucratic
basis-unless they happen to have served for long periods in that
particular sector, then there might be some feeling of commitment-
but rather because they have to decide finally how the pie is going to
be cut for the -whole country. This is a difficult decision to make and
can give rise to differences of opinion among the leaders.

Now each of the bureaucratic or group interest segments who are
interested in obtaining more resources for their own particular sec-
tor, whether it be light industry or heavy industry or space attempts
or agriculture, undoubtedly is not frozen into its past position. Each
woufld clearly like more for itself. The party, of course, recognizes
that not everyone can have more, and, therefore, it has to be con-
servative in its approach to these matters.

One w-ould think nowadays, with a collective leadership that does
seem to be operating collectively, without any one person in obvious
charge and predominating over his fellows, that it would be rather
difficult for them to reach a consensus on any chances that are quite
radical in changing past ways of doing business or past ways of
allocating resources.

There was a little bit more of this, as I have indicated at the outset
of the regime in late 1964--early 1965, when they seemed to increase
allocations to the agriculture and consumer sectors, as well as to the
defense sector.

Representative CONABLE. You seem to be saying that the bureauc-
racy then has become the group with the special interests trying to
advance these individual interests in terms of establishing the various
priorities that are to be had in the govermnelnt. As the bureaucracy
has become more complex and more pervasive in the maturing of the
Soviet system, has the party tended to try to broaden its base of stip-
port also as a counterbalance to this?

Mr. MARK. Of course the party is as pervasive as the bureaucracy,
and as everybody else, because tie party membership is made u1) of
people who are engaged in all other sectors of the country. There
may be a higher percentage of workers in the party organization
itself who are party members than there aire party members in the
bureaucracy at large. There may be a higher percentage of military
officers at senior levels who are party members than in the bureauc-
racy at large. However, the party has its people in every other insti-
tution of the society, and one of the ways in which the party operates
to enforce its decisions on everybody else is through the discipline
that comes from its concept of "democratic centralism."

The orders come down from the top and party members are obl iged
to carry them out, whatever their official status or formal position
in any other Soviet institution. Therefore the party in a sense can-
not be differentiated from other groups. It includes them all.
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On the other hand, it may be possible to say that some of the party
people, the ones who are in the central apparatus itself come to have
a rather special view of party affairs rather than a broader view of
other particular elements in the government. A special party view
may reinforce this duty which they have to mediate and allocate
among the other segrments of the economy.

They are in a position to draw the information up from everybody
else, to see whllat is being proposed by everybody else and to weigh this
against a broad variety of competing demands.

In essence perhaps, their work might be compared to the job that
the White House does in keeping in coordination all the different
blranches of the American Government. The Party has that function,
but its roots go down into every other institution.

.ReprcsentatiV e CONAIBLE. As the Party has been functioning lately,
where are they most like to cut back, if they have to increase their
military expenditure? Is it on future investment, or is it in agricul-
ture, or where generally are they likely to cut back? Are consumer
goods likely to be where they will retrench?

Mr. MARK. *Well, I mentioned earlier that the journal of Finance
Ministry, in its March issue this year, noted that there had been a cut-
back in agricultural investment plans precisely because of the strained
international situation, which means that there were some allocations
to defense objectives that had not previously been foreseen. At some
point, it is possible that there might be some cutbacks in the space
sector. They might cut back anywhere else. I cannot project myself
into their sense of priorities, and, of course. I do not have the feel that
they must have for the competition and the strains within the Soviet
bureaucracy, or even for what they hear, as it is filtered up to them,
about the mood of the populace.

Representative CONABLE. I will defer to my chairman at this point.
I probably will have some more questions later on.

Chairman PROXMTIRE. Mr. Mark, you are second in command of
intelligence for the State Department?

Mrl. MARK. No. There is another man who is second. I guess I am
third.

Chairman Pnox.NTiE. You are a top man at any rate in the State
Department on Intelligence. I-Tow do vou view the climate for arms
control at the present time?

Mr. MIARK. If you are asking about the climate in the United States.
one of our cardinal-

Chairman PROx-rlRE. What I am asking is this: I am very concerned
as I am sure many are with what seems to be a very slow pace on the
part of this administration in moving toward arms control. We had
three of the four distinguished and competent witnesses this morning
indicate that in their view the Soviet Union seems to be amenable to
arms control discussions now as never before. You indicate in your
statement this may be the case. I just am puzzled as to why the admin-
istration seems to be moving too slowly?

Mr. MARK. Well, Mr. Chairman, one of the cardinal rules of the in-
telligence business, as I have learned in the few years that I have been
at it in the Department, is that we do not analyze ourselves. Our job is
intelligence research on foreign countries and foreign areas. We are
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willing to analyze the impact that U.S. policy may be having on for-
countries in terms of the reaction of those other countries, but we

do not generally get into an analysis of our domestic activities,
that is to say the decisions made by the policymaking branch of the
Government.

Chairman PROXMEIRE. I understand that. I am not asking for that
kind of analysis. What I am asking for is why your own objective view
of the prospects of arms control does not suggest that this would be a
good time to move and move rather rapidly toward arms control.

Mr. MARK. I do not think I have suggested that it would not be. I
believe that you read or heard, as I did, the statements which the Presi-
dent recently made on arms control. He also said that the Secretary of
State had proposed a date for the inauguration of talks to the Soviet
Ambassador before the Soviet Ambassador left for Moscow.

I can say that all parts of the Department certainly, and other agen-
cies of the Government as well, have been participating on a very active
basis, and with very large manpower devoted to the problem for the
last several months now, in the preparation of the studies that are re-
quired before a reasonable and sensible position can be adopted that
takes into account all of the interests of the United States in national
security terms.

Chairman PROXMIRE. Again I would like to ask you in your capacity,
do you think the Soviet Union has or will soon have a first-strike
capability?

Mr. MARK. I came into the office this morning reading the New York
Times.

Chairman PROXMIRE. This is the New York Times day. We had four
or five references to that as the secret source of all knowledge this
morning.

Mr. MARK. Well, I gather from the statements in the paper that the
discussion of the first-strike question, in the testimony yesterday be-
hind closed doors by the Secretary of Defense and Mr. Helms, resolved
itself, partly at least, into a definitional problem. It is not entirely clear
nowadays what anybody means by the term "first-strike." The Times
I think said that the Secretary of Defense seemed to say that it was an
ability of a Soviet missile to knock out an American missile in a hard-
ened silo. Perhaps that is one definition that one may take.

I really do not know what you have in mind when you use that term
in this question.

Chairman PROXmIRE. Well then let me put it this way. Do you feel
that the Soviet Union has or will have the capability of knocking
out all of our or a substantial proportion, an overwhelming propor-
tion of our retaliatory capability, both the hardened ICBM's, our
bombers, our submarines, all of our retaliatory capability? It seems
to me the effect of the question, if we argue that they may have the
ability to knock out some of our hardened ICBMI's, the question is
whether or not they will be able to reduce our retaliatory capacity so
that a first-strike can succeed in the sense that it would not be mutual
suicide.

Mr. MARK. I think that the question of whether a first strike can
succeed without entering into mutual suicide is of course partly a
problem of judgments that the people might make who would presume
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to launch a first strike. Certainly I cannot project myself into the
minds of the Soviet leadership and to know how they view this situa-
tion, or how they feel about such matters.

I do not think that any officer of this Government has suggested
that, at the present time or in the next year or two, the first strike
which you have just defined, would be a serious risk. The problem
has been, as I understand it, that people are looking, as indeed they
must look by way of planning ahead, since there is such a great lead-
time on these questions of weapons systems, people have been looking
toward, oh, the next 3, 4, 5, 6, 7 years, in other words, to the 1970's,
and trying to foresee what the problem might be for the United
States if the Soviet Union developed its weapons systems along cer-
tain lines, and along certain paths for which they have the option and
capability of developing their systems.

Chairman PROXMIRE. Then let me ask in view of your knowledge and
the knowledge of Mr. Block of the economic and technological capa-
bility of the Soviet Union, is it possible, distinctly possib e, that by
the middle 1970's the Soviet Union would have the first-strike capa-
bility asked about?

Mr. MARK. Whether it is possible for them depends on what we do.
Obviously, if we did nothing, if we froze our own armaments at the
present level, and they continued to amass weapons, to develop new
ones, to improve their relative position, at some point, clearly, we
would be in a relatively defenseless position as far as they are con-
cerned.

Chairman PROXMIRE. Mr. Mark, do you know anybody, any re-
sponsible Senator or Congressman, or any irresponsible Senator or
Congressman for that matter, who advocates that we do nothing?

Mr. MARK. No.
Chairman PROXMIRE. Isn't the assumption that we are going to have

a substantial budget? The only argument is whether it might be $70
or $80 billion?

Mr. MALEK. Certainly.
Chairman PROXMIRE. Or whether we have aircraft carriers or not.

I do not know of anybody who suggests that we dismantle our nuclear
deterrents.

AMr. MARK. No, no, I am not saying that. However, if we did nothing
to expand our force or improve it, at some point the Soviet Union, if
it went ahead by itself, would undoubtedly get some capabilities along
the lines you indicated. No American official, whom I know of has
advocated that, to be sure.

On the other hand, the question of just how much one must do
and how much of an effort one has to make in the United States de-
pends on a lot of judgments about where the Soviet Union is going,
how rapid the obsolescence is in various types of our existing weapons
systems, and to what extent they have to be updated, what the calls
will be in the U.S. Armed Forces in other than a nuclear context, what
the possibilities are for achieving agreements in arms control, and so
forth; and it is precisely at this point that we get into the question of
policymaking in the U.S. Government from which the intelligence
community is mercifully spared.

Chairman PROXIIRE. Let me ask about something else. You talked
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about the Communist Party, the Communist apparatus really being in
charge rather than the military.

Do you feel that there is any prospect or likelihood that in the
event of a strong military buildup on our part, and a stronger mili-
tary challenge, that this could strengthen the military to a point where
they would have greater authority or even dominant authority in the
Soviet Union as compared with the apparatus as you have defined it?

Mr. MARK. Well, personally, I do not think so. I think that even
during the Second World War, when of course the challenge to the
very existence of the Soviet Union was at its height, the party main-
tained effective control. To be sure, in those days, they had Stalin
running things, and the military leadership had been decimated in
the purges of the late 1930's. Nevertheless the apparatus of party
control was greater than just Stalin personally.

The various leaders of the Government at the present time, Khru-
shchev a few years ago, Brezhnev and others were themselves put into
uniform during the war, made political Commissars in control of
one or another army or region, and so forth. In other words, there
are various ways in which the party can deploy itself, even in the
most critical situations, to maintain its predominant position.

I do not think that the military has any institutional base from
which it can challenge the party; -and after all, for the military to pose
such a challenge, or for any sort of challenge of that nature to de-
velop, there would have to be a sort of confrontation, a contradiction,
if you will, between the viewpoint of the military and the viewpoint
of the party hierarchy as to what was necessary for the defense of
the Soviet Union.

But it seems to me that the party hierarchy is at least as much con-
cerned with national security, is at least as much oriented toward a
large defense establishment, as is the military.

To be sure the party has other things on its mind. It has other
sectors of the economy for which it is responsible, but I do not for
myself posit any sharp clash of views between the military and the
party on general defense needs.

Chairman PROXMIIRE. It is possible, however, is it not, that the party
might have somewhat more flexibility? The military may or may not
get frozen into supporting a system identified with a particular level
of armaments or kind of armaments, that kind of thing. The party
might be, perhaps not but it might be, in a better position to respond
to an easing in the arms race resulting perhaps from arms control
agreement, resulting from a paring of our military budget, resulting
from an easing of East-West tensions, and in this sense I take it that
there is a possibility, or is there a possibility, that we might have a
less military emphasis and less of a threat from the Soviet Union in
the event that we can ease these tensions?

Mr. MARK. Well, the party is the command authority, and to the
extent that there were to be any shift in that direction, it would have
to come from the party. I mean the military does not make the final
allocations of the budget, even though it puts in its claim to resources.

If the party decided after consultation with the military, of course,
and with other experts in the Foreign Ministry and elsewhere, that a
reduction in military expenditures had become feasible, I am sure
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that they could put it into effect. In the past, Khrushchev was able to
do this. In the early 1960's there was some cutback. He of course wvanlted
to concentrate on missile forces at the time at the expense of some
of the ground forces. There were repercussions of this; naturally, the
generals who were more identified with the ground forces were not
entirely happy with this shift of emphasis. In any event, however,
I think even the party apparatus will be watching to see what happens
during the arms talks when they get underway, before it begins to
think about any reductions.

We all know that President Johnson started the approach to the
Soviet Union on arms talks months and months before there was any
response from the Soviet Union. It took a great deal of discussion in
Moscow before they were ready to decide even in principle that they
could enter arms talks; and I think this reflected not necessarily a fight
by the military against starting in, but rather great hesitations on the
part of everybody before launching into a new field, the end results
of which could not be foreseen.

Chairman PROX-IirE. I got the impression this morning and yester-
day from our several witnesses-I got the impression that there is far
less opportunity for unilateral action Oil the part of the party thanII you
seem to imply. I got the impression from preceding wvitnesses that
they have to be very much aware of the pressures of various groups
who in a sense are under them. One is the military, one is the rising
influence of the scientists, and so forth, to some extent the people
and the workers.

From you I get the impression that because the party has a monopoly
on the press and on the kind of information and on education. and so
forth, that the party people, the very few people who are among these
eleven who run, who seem to run the Government, that thev have
virtually absolute authority with very little restraint. But I diid not
get that impression from some of the experts who testified today. I
wonder how you could reconcile this?

Mr. MARK. Well. I do not really think that we are far apart or
perhaps not apart at all. It seems to me that the party is the final com-
mand authority in the country. Let me go back some Years uowv. I
think it -was 12 years ago that Khruslhchev started his scheme to
decentralize the economy, to build up regional economic niits, and to
abolish most of the central industrial ministries in Moscow. This
caused a tremendous upheaval. There was a great deal of dissatisfaction
among the bureaucrats who were being sent out to proTinci al capitals,
where life was not nearly as pleasant as in Moscowe. Nevertheless they
wvent.

Within that same time frame, Khrushchev had an idea to cut dovn
the size of the armed forces some, and one found stories in the Soviet
press about how a lieutenant was now findinir life as a tractor driver
on a collective farm eminently satisfactory: so that by implication.
the message was that lie did not miss his military life.

I am not saying that these sorts of decisions can be taken without
tension and strain. Obviously the people affected are unhappy. Burt
I am saying that, if it comes down to it, the party is the final authority.
The question is whether the party wants to pushi things to that point,
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and I think that here, I am entirely in agreement with the people who

were testifying earlier.
The party naturally is not trying to build up confrontations in

Soviet society. It is trying to make the machine work as harmoniously
as possible, given the need to maintain political control and given

the need to satisfy high priority items, such as a defense and other
things.

Chairman PROX3MIRE. Does not that very process of making the
country work harmoniously though exercise very real restraints? You

know President Kennedy, when he was a Senator, said that he had

a great feeling about the authority that the President has or could have

if he wanted to exercise it, and then when he went up and became Presi-

dent of the United States, he said he had quite a different view of the

Congress and of the great authority and power the Congress has.

I think in the same way that many of us think that the President
can do anything. As a matter of fact, I get letters-and I am sure Con-

gressman Conable does-from people who say "do this," "do that,"
!you can do it," but we know we cannot do it, even if we had all the votes

in the Congress, many of the things we are asked to do we cannot do.

In the same way I just wonder if there is that kind of power and

authority and decisiveness which you imply, if there is not a great deal
really of influence?

Mr. MARK. Well, I am sure that there is a lot of give and take. We

have seen some of it in the operation of the current set of economic
reforms, that have not really been implemented very successfully.
There has been a great deal of resistance, naturally, to changing estab-

lished ways of doing things. There are some people who have been in

charge of various affairs and who show concern lest their authority
might be diluted by decentralization.

But, at the same time, it seems to me that we must look at the situa-
tion of the people in other sectors of the Soviet Union, the collective
farm managers, the directors of industrial enterprises, the heads of

ministries or subcabinet members or chiefs of divisions within minis-
tries. All of these people, almost all of whom incidentally are Commu-
nist Party members, are assigned to their jobs by the central party
apparatus.

In essence, their careers, their future, their promotions are deter-
mined centrally. I understand, although I do not have the details on
it, that there is a huge list of jobs throughout the country that can only

be filled by approval from the party's central secretariat. Now people
who know that there is this much pressure on them and on their careers
are going to be reasonably aware about the extent to which they buck
the central authority. I do not mean to imply again that the central
authority is monolithic. Mr. Polyansky, for example, on the Politburo,
is identified with agriculture, and from some speeches that he has
made, it is apparent that he thinks that not enough money has been
given to agriculture. Or perhaps, like the Finance Ministry's journal
last March, he was referring to the chipping aw ay of past allocations,
because of new defense needs.

Naturally, collective farm managers, Agricultural Ministry people
and what not are going to see in Mr. Polyansky their hero, and they
will tend to hope-I am sure they will hope-that he will represent
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their interests as the decisions are made at the top in the Politburo. It
is this sort of interplay, I think2 that does take place.

My only point was that ultimately, as Mr. Truman said, the buck
stops here, and that place in the Soviet Union is the Politburo.

Chairman PROXMIRE. We heard testimony this morning that was
very conflicting from one witness which coincided with your estimate,
but it was only one. He estimated that the Soviet military budget was
approximately $60 billion. Three other witnesses challenged that-one
of them Mr. Berliner-especially challenged it very strongly, and we
never were satisfied, or at least I was not satisfied, with how this wit-
ness got from the $20 billion or so which we acknowledged is clear that
is spent by the U.S.S.R. for defense, and the $60 billion.

Now it is true that there are some things we know are not included,
but this is one fantastic leap. You seem to get there by saying that the
$60 billion constitutes 10 percent of the GNP which is in the neighbor-
hood of $400 or $450 billion. The reason it is 60 instead of 45 is because
that 10 percent is more efficient. That seems to be pretty hard to ration-
alize with the kind of economic statistics we have been working with
on this committee, because a sector has more efficient operations we do
not usually feel that therefore the proportion of GNP should be less.

Mr. MARK. At this point, of course, I wish that I had gotten a degree
in economics instead of in law, but in any case, I think the answer is in
the methodology by which you happen to derive some sort of compara-
tive figure.

If you take the Soviet expenditures in rubles, then they are clearly
something like 20 billion, and if you translate that into dollars at the
official exchange rate, why you will come out with something like $22
billion.

The figure that I was using, and perhaps your witness this morning,
the figure of $60 billion, is taken by analyzing what the Soviet economy,
what the Soviet Government does in building up its military machine,
what military goods and services it buys, and then by translating those
things into dollars at the dollar costs we pay for similar items of our
Own.

For instance, we know that the Soviet soldier gets a very low rate of
pay compared to the American GI, but in the cost calculations that go
into the $60 billion figure, that is, in translating what the Soviets do into
dollar terms, we would calculate the Soviet soldiers' pay at American
levels, because that is the comparable figure in the U.S. economy. At
that rate, we build up to the $60 billion result, making a whole series of
guesses and estimates about what the value is in dollar terms of Soviet
missiles or submarines or what have you that go into their armed
forces.

Now when a sector of the economy is relatively efficient, its output
costs the Soviets less, so to speak, in terms of factor inputs than it costs
for some less efficient sector.

I mentioned before that agriculture makes up 25 percent of Soviet
GNP. Now this is an agriculture that is by everyone's admission ter-
ribly backward, very inefficient in its use of manpower and resources,
and yet it makes up 25 percent of GNP.

The answer is that the cost of the factors that go into it, the inefficient
labor and so forth, do indeed take that much out of the Soviet economy,
or, in other words, generate that much of Soviet GNP.
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Chairman PROXMrIRE. You see my trouble with that kind of analysis
is if you increase all of the expenditures that the Soviet Union makes to
adjust to our much higher pay and so forth. then wouldn't you have to
do that with all of the Soviet Union's economy to make it comparable?
Why isn't it a fair comparison to say that they spend about 10 or 11 or
12 percent of their GNP for defense and we spend about 9 percent. but
we have an economy that is twice as big as theirs. Therefore it would
seem to me ito follow that we spend substantially more for defense
than they do?

Mr. IALXRK. We]l, as I-said before -
Chairman ProxMnIRE. And furthermore, we have 31/2 million armed

forces compared to their 3 million roughly.
Mr. MARK. We can, of course, calculate not only their defense ex-

penditures but also their total GNP in dollar terms. I mean, one way
for us to get our total for their GNP is to take all the Soviet produc-
tion, in whatever field, and consumer goods, and to put it into an Amer-
ican equivalent price frame, to the extent that it is possible to do so.
This gives us some idea of how total Soviet GNP, as well as Soviet
defense expenditures, look in an American context of values and prices.

Needless to say, the Soviet economy does not operate on the basis of
American values for consumer goods, producers goods, et cetera., but
on the basis of Soviet prices and values that are quite different. To
judge the share of Soviet GNP that goes into defense, we have to use
their values, with some adjustments, not ours. Thus calculated, their
defense outlays amount to about 10 percent of their GNP, but the
trouble with this is, as I think I mentioned in the statement, that the
statistic is in a sense misleading. It is correct I think in an economic
sense, as a definition of the defense burden to the Soviet economy in its
own price terms, but it is misleading, in that it does not take into ac-
count the drain on the Soviet economy which comes from using all of
these top priority people, top resources and so forth in the defense sec-
tor, even if statistically, the percentage of GNP for defense is no higher
than our own.

I mean these scarce high priority resources may be relatively cheap
in Soviet pricing terms, in comparison with expensive resources in
backward sectors of the economy, but they are still a tremendous drain
on the system.

Chairman PROxMnuE. That is a good explanation. I see the point.
Mr. MARiK. This is why the defense share GNP is not higher, even

though defense is still a serious drain on the availability of modern
resources.

Chairman PROXAIIRE. Furthermore, it seems to me they limit what
they can do in the future. If they are using such a very high propor-
tion of their able technologically qualified people and their tech-
nology in the military, they would not have anything like the military
potential that this country does, which is using a relatively modest
proportion of its technological capability and of the capability of its
people.

Mr. MARK. Well, I do not know whether that is-
Chairman PROXMIRE. Does not that follow?
Mr. MARK (continuing). Whether that in fact is the case.
Well, first of all let us take them. We have never seen that they
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were unable to mainitain the level of defense, defense investment, nu-
clear weapons development even in the late 1940's -when they wvere
just rehabilitating their economy after the devastation of World War
II. Wre have never seen that they were unable to keep up the level of
expenditure that they deemed necessary. Everybody else in the coun-
try suffered. But the fact is that the economy by now has grown much
larger over the years. To increase defense spending somewhat nowa-
days is less of a strain on the whole economy proportionately than it
was back in the 1940's or early middle-1950's.

Chairman PROXMITRE. But just look at what this country could do,
what we could do. What sticks in my mind is the experience we had in
World War II. We had a stagnant economy that had regressed from
1930 to 1940. Then President Roosevelt made his famous speech after
Pearl Harbor in which he said we were going to produce tens of thou-
sands of planes and tanks, and so forth. The trouble was everybody
said the speech -was an exaggeration, ridiculous, we cannot do it, and
the trouble with the speech was that it was an understatement. We far
exceeded that.

Mr. MARK. Right.
Chairman PRoxmImE. In other words, we have it seems to me an

enormous amount of technological capability that we have not used.
We have an agriculture which uses 3 or 4 percent of our GNP com-
pared to their 24 percent, and we have efficiency all along the line. So
it seems to me that we could greatly surpass them.

Mr. MARK. Well, I agree.
Chairman PROXMIRE. If we really mobilized and wanted to do it.
Ar. MARK. I agree, Senator Proxmire, we certainly could if we were

willing to put the U.S. economy onto a war footing, but just think
about the dislocations that were caused in World War II, the gasoline
rationing, the movement of populations, the inductions of huge num-
bers of people into the Armed Forces, the pent-up consumer demand
that built up during the war. Precisely for these reasons there would
be tremendous resistance to mobilizing U.S. resources.

Chairman PROXMIRE. These are conveniences. What I am talking
about is in terms of potential military power this country is a giant
compared to the Soviet Union it would seem to me.

Mr. MARK. I know. If you are saying that, if the United States
and the Soviet Union wreere engaged in a World War II-type of action,
things would end up by having the United States vastly outproduce
the Soviet Union in tanks, planes, and what not, and probably the
abilitv to get them over to Europe and fight on that conventional battle-
field, then I am sure it is true that we could. That is not really the
problem that we have at the present time. The problem is to main-
tain

Chairman PROXMITRE. Yes; but it is a very important part of the
problem, because it seems to me that the Soviet Union must recognize
under these circumstances that in an arms race while we would be
terribly inconvenienced, as a matter of fact it would be a tragedy in this
country, because of what it would do to our other very high priorities,
we can win it. We can wivn it, and they must know that. They have a
fairly unrealistic view perhaps about capitalism, but they know what
this country has done and they probably have the same statistics you
and I have.
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Under these circumstances it seems to me that there is every reason
to suspect that we should and would be able to move into an arms con-
trol situation with a real prospect for success, because they would
have every reason to proceed in that kind of context, whereas if we
continue with the race, they are going to be in a very disadvantageous
position. We are too, but their position is going to be far more
vulnerable.

Mr. MARK. I certainly said in my statement that I think that they
have now decided for the first time that they would indeed like to see
where talks about these very large expenditures; that is, talks about
strategic arms limitation, may lead; and I think, if we get into those
talks, we will find out precisely what the possibilities are for coming
to some sort of an understanding. But at the same time I do not think
that they necessarily conclude that we could outspend them and surely
win in an arms race.

After all, they have an Embassy in this country. They can sense
the mood of the people. They know that even the level of defense ex-
penditures, including Vietnam, which are 10 percent or so of U.S. GNP,
have produced a great deal of discussion, criticism and complaint in
this country, that there are all sorts of competing demands for the
U.S. GNP as well, and I am sure that they assess that in the absence
of an actual war situation of the World War II-type, it would be
extremely difficult to mobilize all these latent resources which, I agree
with you, do exist in the American economy.

Chairman PROXMIRE. You see nothing would be more likely to mo-
bilize those, especially that public support which I think we all realize
is essential, like a threat from the Soviet Union, like a buildup on the
part of the Soviet Union, like a mobilization on the part of the
U.S.S.R., so that it would seem to me that the only way that they
can proceed to achieve their housing objectives, their agricultural
objectives, their investment objectives, and so forth, is to secure some
kind of an arms reconciliation.

Let me ask you this: You have stated: "There is no doubt that un-
less we are prepared to put ourselves at the mercy of the Soviet lead-
ership, we have no choice but to match Soviet power with adequate
strength of our own."

I do not think anybody can dispute that. I think we would all agree
that that is true, but the way you phrase it, it sounds like we are
moving toward escalation, toward arms escalation, and because there
is this hesitancy and lack of agreement on an arms discussion that was
supposed to take place a year ago, it is hard for me to see that we are
likely to do much except engage in this arms race that all of us want
to avoid if we can.

Mr. MARK. We had indeed hoped, of course, that the arms talks
would begin 2 years ago rather than 1, but in any case, I agree with
you, Senator. The arms race is at the essential root of the problem.
As long as you have no framework of understanding, which imposes
constraints on both sides, then each will go on in a process of acting
on its own and reacting to what the other person does. And this, more
or less, gets built into a cycle.

I mean we have seen this take place and it is rather inevitable. Each
country, or the leadership of each country is charged with maintaining
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national security; and national security depends not only on the ob-
jective military needs of the country itself, as the leaders see it, but also
on what the other man is doing.

And what is the other manl doing? The tendency, of course, is to
look at the evidence and to say: "Well, we had better not take chances.
The other man is doing some things that we can reasonably interpret
as building up a very substantial risk for us." If that is the only
prudent way in which a government leader on one side can react when
he sees what the other side is doing, then indeed the arms race will
move along, and I think that this is what has been happening to both
us and the Soviets.

Essentially we are locked into a cycle of action and reaction, and
until there has been some move to cut it off by an understanding,
however we arrive at it, I think that this is bound to oo on because
these are the terms, this is the framework within which national se-
curity decisionmaking is now being made on both sides.

Chairman PROxmIRE. This is very gloomy to me, because while we
have had some success, the nuclear test ban treaty was a success, the
Nonproliferation Treaty we hope is going to be agreed upon and
worked out, we have already ratified it or acted on it in the Senate
at least, but I am wondering where we really can go in any kind of
a comprehensive arms agreement.

Maybe we can agree on not testing MIRV's with the Soviet Union,
maybe we can agree on not building ABM's, but unless we have a much
more comprehensive agreement than this we are still going to
have very, very serious arms escalation with an enormous burden
and our resources shifted from the domestic area where they are so
badly needed into arms development.

Is there any indication that we can have a more comprehensive
agreement than the kind of spot agreement we have had in the past?

Mr. MARK. Well, I think that there is a fundamental difference in
the nature of negotiation that we hope will get underway this summer
from the types of agreements that we have reached in the past. The
Nuclear Nonproliferation Treaty is not one-

Chairman PRox3rImE. This is very good to hear. I had not heard
that before. You say it will be much more comprehensive?

Mr. MARK. I think that the possibility has certainly opened up,
because after all the Nuclear Nonproliferation Treaty was essentially
an agreement among the nuclear powers with the concurrence of those
nonnuclear powers who signed the treaty that further countries will
not develop nuclear weapons capabilities. The NPT does not act in
itself to inhibit the buildup of the nuclear powers themselves, except
for the famous article 6, which pledges them to continue their efforts
to achieve arms control.

The test ban treaty, if it had been comprelmsive, might have saved
some small sums in the development of new weapons, although it
would have done nothing to prevent the further stockpiling of existing
weapons. As it is, a limited test ban treaty has not, of course, prohibited
the testing of weapons underground. This has gone on and presumably
new types of weapons have been developed.

Now for the first time, however, we are entering into a negotiation,
assuming that we do, the stated purpose of which is to deal with some

31-690-69-pt. 3-10



978

of the costliest items of military hardware, missile systems certainly.
I-low far the proposals will go I do not know. This is the point of all
the studies that have gone on at the President's direction in the last
few months, to find out exactly what types of weapons systems can
be included in an agreement, what might be feasible to do, how you
start off, and indeed what judgments the Soviet Union has made about
these questions. But at least you are getting down to these matters.

I recall when I was at the disarmament conference in its early days
in Geneva, and we were talking about general and complete disarma-
ment, the topic which was introduced in 1959, we used to make refer-
ences to missiles and whatnot, but everyone understood on both sides
at the time that it was just for the record, that really there was no
basis of approach to a limitation of that sort of armament in the
context of the negotiations then going on.

Now I think that is different. That has changed, and this is what
people are going to be trying to do.

Chairman PROX3IRE. Certainly there is a limit in what the Soviet
Union can logically agree to in view of the Chinese threat, isn't there?
After all, with the hostilities with China, actual shooting going on
on the border, they obviously are going to be in a position where they
are going to have difficulty limiting that segment of their defense. In
fact, they may feel they have to build it up, but this does not constitute
the kind of threat to us that nuclear buildup does.

Mr. MARK. Well, we do not know exactly how the Soviet Union
will structure its defenses in regard to China. At the present time,
since China is of course predominantly a conventional power, that is
to say, its nuclear armaments are only in their infancy, the Soviet
Union is undoubtedly building up the type of conventional forces that
it feels will take care of any threat that might come from China.

But on the other hand, the Soviet Union might well also come to be-
lieve that it would pay to have some nuclear strength poised against
China, particularly when China does not have a retaliatory capacity
in that respect, and so Moscow might feel, as you have indicated, that
indeed there are certain minimal levels beyond which it will not go
in reducing missiles, just because of the Chinese threat.

How you can make sure at that point that an ICBM is really meant
for Peking and not for Washington, I am not quite sure. There may
be some ways, depending on where it is positioned, but these ICBM's
do have rather long range.

Chairman PROXmmIR. Depending on the size, range, and so forth?
Mr. MARK. Yes.
Chairman PROXMIRE. It could be quite a difference.
Mr. MARK. But you know, 5,000 miles in either direction, so to

speak.
Chairman PRoxMrIRE. Let me ask you this. We have heard much

testimony that the Soviets can devote just about as much of its re-
sources as it wishes to the military. I get the impression that you seem
to feel that way. What if any are the practical limits to Soviet mili-
tary spending? How much further can they go if they wish to do so?

Mr. MARK. Well, I do not know. Under wartime conditions they ob-
viously can do a lot more, just as you indicated we could also do, than
under present conditions.
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Chairman PROXIuRE. I am talking about a cold war setting.
Mr. MARK. Yes.
Chairman PROXAMIE. Obviously any nation can do a great deal if

it is going to move for an emergency that may last a very limited pe-
riod of time, but on the expectation that the cold war may last sev-
eral years they have a lot of constraints. They have a constraint that if
they take too much out of consumption they destroy or weaken their
initiative and morale. If they take too much out of investment obvi-
ously they are going to weaken their economic growth and their
potential to supply their industry, so look at it from a little longer
range view than what they can do right away with an immediate mo-
bilization. What is your reaction to what they can do under those
circumstances?

Mr. MARx. Well, I think that they would not like to devote any more
resources to military expenditures.

Chairman PrPoxmi:RE. Not that they would like to, what they can do
say to have substantial and growing strength for a period of 10 or 15
years?

Mr. MARK. Well, I think they do not want to devote any more than
they are devoting right now. I mean if they could reach some sort of
understanding with us that allowed defense expenditures to stay at
the present levels, or possibly even to go down a bit, I am sure they
would be very pleased with this.

If on the other hand there were an arms race, that is, an escalating
race, or if an effort to reach some sort of understanding had broken
down, and each side went ahead with its plans, based on its judgments
about what the other was doing, or what was necessary for national
security, then I think the Soviet Union could, with some belt tighten-
ing, probably in consumer goods, make the necessary effort.

Accompanying this, of course, there would have to be some escala-
tion of the polemical threat, that is to say, of the verbiage that is used
to indoctrinate the Soviet citizenry. It might be that we or the Chi-
nese, or both of us would be cast in the role of villain, in order to
explain why indeed the new automobile factories, that are now being
built for them, were not going to go into full production, or why
some of the food supply increases that had been promised had not come
through, or why any number of other things might not happen.

There might be some cutback let us say, in the space program, if
that were one of the areas that they felt they could do it in, and there
might be some others. It is pretty hard for me to guess where they
might choose to make the cuts, because I do not have the feel, which
their own leaders must have, for the intensity of the competition
among different sectors in the Soviet economy, but I think that they
could make it and they would make it.

Chairman PROXM11.E. I see. I am going to yield to Mr. Conable. I
just wanted to point out that it does seem that on the basis of the
testimony of other witnesses, that there is a very very real and definite
limit and constraint on the Soviet Union in cutting back consumption
expenditures, in fact feeling that they have to increase them if they
are going to get better economic performance and if they are going to
get a stronger military force, and that they would probably have to
increase their investment very substantially because of the nature of
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the kind of investment they have had, that now to get a greater out-
put for their investment input they would have to devote a lot more to
investment than they have in the past.

Mr. MARK. I agree.
Representative CONABLE. Following this line of questioning what

types of domestic crises are likely to force a reassessment of Soviet
military priorities and how likely are they to occur?

Mr. MARE. I cannot forsee any domestic crisis. I mean within the
Soviet Union.

Representative CONABLE. Failure of a crop?
Mr. MARI. Well, I think even in this matter of crop failure
Representative CONABLE. Possibly even domestic unrest?
Mr. MALRE. I do not foresee any domestic unrest that would cause

this amount of difficulty with their defense program. The domestic
unrest in the Soviet Union is I would say rather isolated, small-scale,
and intimated; and although it is no doubt worrisome in terms of
lack of conformity, since the leadership likes total conformity, it is
not a serious threat to their position.

A crop failure is a more serious one. Indeed, they are concerned
this year 'by the loss of a substantial portion I guess of their winter
grain crop, and they are engaged in re-sowing some of those lands, in
the hope that they can salvage some of the losses for later this year;
and the Soviet press has been speaking about mobilization of resources
to do just that salvage job in agriculture.

But even in past years, when they have had crop failures, they have
been able to rely on grain stockpiles, which do exist in the country,
and indeed on purchases of wheat abroad, and they have been willing
when necessary to use their foreign exchange resources for that, and
their gold supply.

Representative cONABLE. We have heard a lot in the press lately
about the return to Stalinism, return toward Stalinism anyway. I
recall the old comment that Khrushchev made about burying us. At
the time he made it, it was quite clear that he was thinking in terms
of competition but not necessarily military competition.

It has become quite obvious that in the nonmilitary competition the
Russians have reason to lose some 'hope about burying us since their
growth rate is only slightly larger 'than ours, and they have a long
ways to go before they are going to be able to overpower us by any
form of economic warfare or any other nonmilitary type of warfare.

Is the return toward Stalinism then an inevitable result of disillu-
sionment with the peaceful coexistence route of burying us?

Mr. MARE. No, I do not think so. First of all I think that the present
leadership has very wisely given up the slogan of catching up with
the United States-

Chairman PROXMIRE. Yes.
Mr. MARE. In meat, meat and egg production, or whatever it was,

by 1970. Of course 1970 is almost upon us, but they were wise enough
to do that in October 1964. I think also that there has not really been
a return to Stalinism, at least not in terms of what Stalinism means
to me.

To me it means one-man rule, total disdain for the safety, security
and lives of tens of millions of people, total dominance over every
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other sector of society, irrational acts that deciminated military and
political leaderships in the country-all these things, along with the
night visits by the secret police on a huge scale, forced labor camps
with 10 or 15 million occupants-that is what Stalinism is.

If you agree with that, then in effect you cannot say that Stalinism
has returned to the Soviet Union. What we see rather is apparently
an attempt by the leadership to tighten up the discipline of the society,
to keep young people in line with the objectives of the regime, to pre-
vent too much contact with the West, to insure a more rapid and order-
ly fulfillment of the priority objectives that the regime sets, to restore
the morale perhaps of some of the repressive agencies, such as the
secret police who were rather denigrated by KRhrushchev during parts
of his reign to give some feeling of continuity to Soviet history so
that Stalin again has some sort of role in the history of the country
and played an important part, rather than having him cast aside as
an aberration in the course of Soviet history. All these things seem
to be what is happening.

Now this does not necessarily have any connection with Soviet for-
eign policy. What they do on domestic grounds, in order to tighten up
the discipline, does not necessarily lead them to take a tougher line
toward the West. It does not lead them to denounce us as being any
worse now than we were 5 years or 10 years ago; and even in the
de-Stalinization period of the late 1950's and early 1960's, in Khru-
shchev's heyday, there were plenty of denunciations.

I certainly recall any number of articles, vituperative articles in the
press, and I do not think that it is any worse at the present time, nor
do I think that it has anything particularly to do with the idea of
peaceful coexistence, which after all is a way of telling the world that
they do not believe in nuclear war as a means of solving their prob-
lems with us, but are relying instead on mutual deterrence.

Representative CONABLE. Would you tell me what the current think-
ing in the intelligence community is about the goals of the Soviet space
program? In the panic of the post-Sputnik period, everyone assumed
that the Soviets were making a heavy commitment in space for mili-
tary or paramilitary purposes. At least their emphasis seems to have
shifted since that time to Interplanetary space exploration and such
activities that cannot possibly have a military implication. Neverthe-
less, it is difficult to believe that they would expend such a tremendous
amount of the national treasure in merely searching for prestige among
the underdeveloped nations. So how do we analyze their space goals
at this point?

Mr. X[ARK. Well, I do not think one should altogether discount the
element of prestige. I think it is important for them, and particularly
when they are not doing so -well in computers or other fields of great
attractiveness to other nations. It is nice to have one thing in which
you can show some sort of preeminence. Even there, of course, things
have not gone quite as well as they may have planned.

But I think that you also must not discount the military component
of the Soviet space program. We have Cape Kennedy, which people
can visit to watch launches, and there are probably conducted tours.
There are not any casual visitors to Soviet space launches. They all
take place at military research and development complexes. They use
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military rockets adapted to some extent for space purposes. The
cosmonauts are mostly military men. Of course our astronauts are as
well, and you may say that is because they are all test pilots, and they
adapt well to this sort of thing. But the Soviets have also spoken
about manned space stations.

You will recall that our own, what was it called, Manned Orbiting
Laboratory, the MOL project, which was to have been the Defense
Department's side of the space effort, was being conducted by the De-
fense Department, and presumably in some wav figured into military
objectives. WTell, unlike the Pentagon, the Soviets halve never given up
the idea of a large space station, and indeed are probably working
rather actively toward it, and one, I would suspect, that will be con-
siderably larger than what the MOL might have been.

Other people have spoken of the use of the moon for military ob-
jectives. I know that we have a treaty which outlaws the militariza-
tion, indeed even national appropriation of celestial bodies, and for-
bids the emplacement of weapons of mass destruction in outer space,
but this does not mean necessarily that the treaty will always be
adhered to by everyone.

Representative CONABLE. Thank you. I would also like to ask from
an intelligence viewpoint what would be your analysis of the various
motivations that would bring the Soviet to a disarmament talk of the
sort that we have been discussing. I understand the economic pressures
toward disarmament.

Is it possible, additionally, that they might feel that it would shift
the balance of power toward them to ha-ve some sort of binding and
effective agreement limiting what might be, in effect, our equalizers in
terms of military power?

Certainly we are not in a position to match a, country like Russia
or China in conventional power. But what sort of a balance sheet do
you make up with respect to potential disarmament talks? You must
explore the various types of motivations that could bring the Russians
to such a table for discussion.

Mr. MARK. Well, as both you and Senator Proxmire have stressed,
I think the economic aspect, that is the idea of getting more breathing
space in the economy, is a very important motivation. Perhaps it is
the leading one.

They may also feel generally that some sort of stabilization of the
international relationship with the United States or perhaps with the
major countries of the Western World, that is with Western Europe
as a whole, would serve their purposes at the present time.

I think that we are rather wary of saving tha-t because the Chinese
have opened up another front agoainst the Soviet Union, the latter are
now anxious to settle matters on whlat has previously been the most
contentious front; namely, the European one. We are wary about say-
ing this just because there is no sign of any diminution of Soviet
interest in maintaining a strong military and political position in
Europe.

On the other hand, it certainly is conceivable that they feel that
there are now even more reasons for reaching with the West some sort
of understanding about the status quo there. It is perhaps significant
that they have come forward with a renewal of their proposals for
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some sort of European security effort at the present time, leading up
perhaps to a conference on European security.

They have even renewed a proposal-I think it was in the declara-
tion by the 75 Communist Parties who met in Moscow last week-a pro-
posal which again stresses, not stresses but mentions the possible aboli-
tion of both the Warsaw Pact and NATO. In other words, they might
be anxious to consolidate some sort of relationship with us that pro-
vides a lesser degree of tension.

They might feel this useful also in other areas of the world. They
are active in the Middle East and they seem to want to cut down the
possibilities of a new conflagration there, and perhaps they felt that
the instinct toward negotiation in the 'Mideast might be enhanced if
they got somewhere in the nuclear arms talks as vell.

There could even be some domestic political reasons involved in
wanting perhaps to cut down some of the strains. They might feel
that if the economy were resting somewhat more easily, perhaps some
of the internal political pressures that have built up might also relax
at the samce time.

Representative CONABIE. You mentioned the studies that were under-
way at this point to prepare for these disarmament talks on our part,
and I assume that these cannot be talked about in too explicit detail.
Why haven't studies of these sorts been made before, or is it that they
have to be made in relation to a rapidly changing factual situation'?

Is it the factual situation that is being studied or just wvhat? Why,
for instance, when we all know that President Johlnson wavs anxious to
have arms talks last year that never came to fruition partly at least
because of Czechsolovakia? Can't we just build on the studies that
were made at that time, and why is it likely to take a great deal of
time to bring them to maturity now -when supposedly we have been
thinking about this for some time?

Mr. MARK. Well, as you know, a new administration has come to
powver, and it naturally wishes to assess these very complicated things
itself. It has changed a number of the senior personnel in the executive
branch. These people have to become acquainted with the complexities
of the situation. The new, administration has also undertaken a review
of the general force structure of the United States, that is what it
thinks will be desirable in both general purpose fields, that is conven-
tional fields, and in regard to strategic missile forces. Until you have
some sort of judgment about the type of forces which you believe
necessary for national defense, you are not really in a position to judge
how you can safely chip away at it, or what constraints you can offer
to put on it in the course of the missile limitation talks.

So I think it has been both an educational process and a reassess-
ment of a fast-moving situation as you said, in an effort on the part
of the new administration to line up positive policies.

Representative CONABLE. That is all, Mr. Chairman.
Chairman PROxMAIIRE. I understand, Mr. Mark, that the Soviet Union

now has an institution for studying the United States. We heard this
just the other day from one of our witnesses.

Mr. MIRK. There are two of them.
Chairlmaln PROXNMERE. WIThy don't you tell us about the two, then?
Mr. M\IARK. I am afraid I do not know much about them. One of them

is the Institute-I think-for the Study-
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Chairman PROXMIRE. If you do not know we don't, because you are
the intelligence man in the State Department.

Mr. MARK. These are not a matter of intelligence. As a matter of
fact, two gentlemen from those institutes, I understand, were visiting
Washington a couple of months ago and got around town much more
than I ever do.

Chairman PROX-MIRE. Professor Fainsod said they even went to
Harvard, in fact even went west of the Mississippi.

Mr. MARK. That is right. There is the Institute for the Study of
WTorld Economics, which was established some time in the late 1940's
I think, and which undertook, among other things, studies of Western
economies, and particularly of the United States; and from economics
they got into political questions.

Now, more specifically, an Institute for American Studies has been
established, so that in a sense you have competing judgments possible.
In comparable American terms, it is sort of RAND Corp. versus an
Institute of Defense Analysis.

Chairman PROXMIRE. Isn't this a very promising development? It
seems to me one of the great difficulties between our country and their
country is we do not understand them as well as we should and they
certainly do not understand us. Certainly if they could fully under-
stand our intentions I think that the notion that we were moving for
example toward a first-strike capability would be disabused in a hurry,
if they really understood the way this Nation operates, and the way
our Congress and Presidents come to office and so forth. So I would
think that anything we can do to encourage this, to encourage their
studv of the United States, any cooperation would be constructive.
What are we doing to foster the interchange of ideas?

Mr. MARK. I agree with you completely, of course, but this is not in
the intelligence side of the State Department, since it is again a mat-
ter of American policy. But, of course, we have had an exchange pro-
gram going with the Soviet Union for over a decade now, and we
negotiate, so to speak, the components of the exchange program on a
biennial basis-the questions of which types of delegations will go
back and forth, how many students there will be, what types of stu-
dents, how many doctors go, what exhibits there will be, and so forth.

Chairman PROXM1IRE. Is there a push to step this up and to increase it ?
Mir. MARK. We have always wanted just the type of exchange

that you mentioned. We have always wanted to have their peo-
ple come over here, that is responsible people, and get to know Ameri-
can counterparts. We have been a little bit unhappy, I guess, over the
years, because the reciprocity has been less than complete. One does
not go to Moscow and just bounce in to see people the way one does
in Washington. It is much harder to get into buildings, to find out
who is where, indeed even to know who does what. So that our visitors
to the Soviet Union, although there have been a number of them-
and I am sure Professor Fainsod and some of the others themselves
fit into that visitor category-generally are not able to do all they
would like by any means. Sometimes they are forced to rely on Pug-
wash conferences and meetings of that sort which usually take place
in third countries.

But we are in favor of it. We do like studies. We hope the studies
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are objective. They tend to think that the studies which American
economists and analysts make are rather prejudiced, and that Ameri-
cans cannot be objective, in quotes, about socialist developments, be-
cause after all we are not Socialists.

However, we also think that they are not likely to be that objective
about us either. There is a problem of communications here perhaps.

Chairman PROXMInIE. Two quick questions.
One: Does Russia have a problem with their military-industrial

complex, that is keeping it from pushing too hard against extrava-
g"ant weapons that are not needed, from wasting funds because of the
deep concern, the understandable concern with military security? Do
they have the same kind of problem that we have?

Mr. MARK. Well, without judging to what extent that is a problem
for us, I think that the Soviet Union clearly has some difficulties mak-
ing its decisions about which weapons systems to build and so forth.

I do not think, however, that the factory managers are particularly
influential pleaders in this regard. I think perhaps the scientists and
the military who have been associated with the scientists in the R. & D.
work are the ones who feel most strongly that this or that weapons
system should be adopted.

As I indicated in my statement, there was a speech by Khrushchev
in which he adverted to the wastes in the Soviet defense industry proc-
ess, which of course were secret because the whole industry is kept
secret; and I am sure that these wastes must be very large indeed.
But we have no way of knowing just how large that "large" is.

Chairman PROXMBIE. We -were regaled a week or so ago by former
Secretary of State Acheson, and one of the many observations which
he made is, "Never forget," he said, "that the Soviet leaders and the
people in the Soviet Union, whatever their quarrels with China may
be or with some other country, recognize that the United States is the
enemy."

He seemed to feel that this was something that was permanent and
not subject to modification or even to significant improvement. What
is your view and what is the view of the State Department?

Mir. MAIARK. Well, I do not know what the view of the State Depart-
ment is. Perhaps the Department is able to avoid long-range judg-
ments of this type by just proceeding with its diplomatic business
from month to month or year to year; that is, by entering into dis-
armament talks if they can, and by doing other things, discussions on
the Middle East and so forth on a rather pragmatic basis, without
deciding or having to decide right now whether the worst or the best
is going to happen in the long run as the situation evolves.

My own thought would be that it is probably a bit too pessimistic
to take Secretary Acheson's view. As a matter of fact, I personally
would not want to take it. But it is not really a practical question in
terms of immediate policy formulation and diplomatic action.

Whether the Soviets think of us as a permanent enemy or not, the
fact of the matter is that they are willing to do business with us on a
wide variety of issues which are of concern to them and to us. Whether
it is keeping down the war in the Middle East, or whether it is dis-
armament talks, or whether it is reaching a modus vivendi in Europe,
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whatever it may be, there are practical questions on which they are
willing to deal with us. My personal hope would be that, if we are
successful in getting somewhere on these issues, this wvil1 open up new
avenues for cooperation that nowv seem closed, that enough confidence
may be built up in the process to enable us to think about some sort
of common action in other areas, where objectively speaking we do
have interests that more or less coincide.

It will be at best a very slow process of gradually building on what-
ever we may have accomplished in the past, but there is the experi-
ence, for example, that we have already had in connection with dis-
armament talks. The 18-nation meeting in Geneva has been going
on since March 1962, and we have even had a few agreements from it.
Many of the people have have been involved in this work on the Soviet
and American sides have not been reassigned very rapidly to other
jobs, and many of the Americans now have developed a little rapport
with Soviet counterparts, and vice versa. They can go to dinner to-
gether or lunch together and talk things over in relatively objective
nonpolemical terms-talk about the prospects of getting somewhere
this wayv or that way; each can give and get hints about what may be
a fruitful path to proceed on rather than some other way which might
reach a dead end, because each can assess the leadership balance or
tile balance of influential opinion back in his own capital city.

if more of this develops, if there are gradual accretions to the area
of cooperation, even if only among bureaucrats to start with, but also
in due course with visiting scientists and scholars on each side, then,
over the years, and I would say maybe over the decades, it may be
possible to reach a relationship that is a lot more hopeful a.nd fruit-
ful than Secretary Acheson indicated.

Chairman PROXMTiRE. Thank you very much, Mr. Mark. It is good
to end this hearing today on this hopeful note. You have been most
articulate, intelligent, responsive, and we deeply appreciate your ex-
cellent testimony.

Mr. MARK. Thank you. It has been a pleasure.
Without objection, I offer for the record a statement by Dr. Abra-

ham S. Becker of the Rand Corp. requested by the committee staff for
submission to the record of these hearings. Dr. Becker is the author of
the just-published authoritative book on Soviet National Incore,
19.58-64.

STATEMENT SUBMITTED BY ABRAHAM S. BECKER, THE RAND
CORP., SANTA MONICA, CA=IF.

SovIET GROWTI-I, RESOURCE ALLOCATION, AND MILITARY OUTLAYS

Announcing forthcoming hearings on "The Economic Basis of the
Russian Military Challenge to the United States," Senator Proxmire
declared that "there is a real need to assess the economic capabilities
of the Soviet Union to accomplish its varied objectives." I would like
to respond to the subcommittee's invitation to contribute to that as-
sessment, especially with reference to the specific subject of the hear-
ings, by presenting some reflections on three separate but related
themes: (1) the rate of growth of the Soviet economy; (2) the pat-
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tern of resource allocation; (3) comparisons of U.S. and U.S.S.R.
military expenditures.

GROWTh1 OF SOVIET OUTPUT

The outstanding quantitative generalization that we can make about
Soviet economic development over the ]olog term is that the peace-
time rate of growth of aggregate output has been notably rapid. Few
Western scholars will disagree with that finding, although the difilcul-
ties of estimating Soviet growth inevitably lead to some dispersion in
the results of the various calculations. In the post-World War II
period a particularly high growth tempo was achieved in the 1950s-
oil the order of 7-8 percent per year, or roughly twice as large as the
rate of change of our national output. Beginning in the late 1950s and
highlighted by the crop failures in 1963, a deceleration in Soviet
growth became apparent. In the six-year period ending with Khru-
shchev's dismissal from the leadership, aggregate output rose to an an-
nual rate of 5-6 percent. Thus, there had taken place a decline in the
rate of expansion of about one-fifth to one-fourth.

Not enough work has been done on the period since 1964 to present
as unequivocal a judgment on the relative accomplishm-nents of the
successor regime under Brezlnev and Kosygin, but it appears that the
recent record bears a closer resemblance to the late Khrushchev years
than to the 1950's. Official statistics claim a 7-8 percent growth rate
between 1964 and 1968, depending on the aggregate measured. Inde-
pendent 1X\estern calculations -would suggest a figure closer to 6 or 61/2.
Nevrertheless, two observations are worth making. First, the decelera-
tion observed for the Seven Year Plan period does not appear to have
sharpened under the post-Krushchev regime. Second, the rate of
growth attained, although lower than that achieved in some earlier pe-
riods of Soviet economic history and lower than what the present re-
gime would like to be able to achieve, is substantial by international
standards. Over a meaningful interval, the Soviet Union appears to be
able to add to its national output at a tangibly more rapid pace than
we can manage to accomplish.

It is important to set out these conclusions explicitly if only to re-
mind ourselves that the real and difficult.problems of economic orga-
nization and planning that the U.S.S.R. has experienced have not pre-
vented it from continuing to expand its production potential at re-
spectable rates. Possibly, failure to solve these much discussed prob-
lemns will have a further depressing effect on the tempo of growth, but
it is difficult to see much evidence to support a prediction of drastic
deterioration in short run growth prospects. It should also be said

lThis section draws on official Soviet sources and the following American studies: Abram
Bergson, The Real National Income of Soviet Russia Since 1928, Cambridge. Mass., 1961.
Stanley El. Cohn: in U.S. Congress. Joint Economic Committee, Dimen8ions of Soviet
Economic Power, 1962: and in the JEC's Soviet Economic Performance, 1966-67, 1968
Richard H. 'Moorsteen and Raymond P. Powell, The Soviet Canital Stock, 1928-62. Home-
wood. Ill.. Abraham S. Becker, R. H. 'Moorsteen and R. P. Powell, The Soviet Capital Stock:
Revisions and Extension8. 1961-67, New Haven. Conn.. 196S. A. S. Becker, Soviet National
Income, 1958-6.1: National Accotints of the U.S.S.R. During the 7-Year Plan Period,
Berkeley and Los Angeles, 1969.

NoTE.-Any views expressed in this statement are those of the author. They
should not be interpreted as reflecting the views of the Rand Corp. or the official
opinion or policy of any of its governmental or private research sponsors.
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that neither is there much evidence in the other direction, towards a
marked acceleration of aggregate growth.
Soviet Resource Allocation

The tabulation below shows the structure of Soviet GNP by final
use, valued at factor cost of the given year, for selected years in the
period since 1950 (in percent):

1950 1952 1955 1958 1960 1962 1964 1967

Consumption - 156.3 1 54.5 159.2 57.3 56.1 57.2 56. 2 56
Defense - -- --------------------- 10.9 12.7 10.3 6. 9 5. 8 7.0 6. 5 1
Governmentadministrationandinternalsecurity- 4.8 4.2 2. 6 2.0 1.6 1.5 1. 3 2
R &D - -- -------------------------- () (2) (2) 1.6 1.5 1.9 2.1 2
Gross investment in fixed capital and inven-

tories -27.9 28.7 27.9 32.0 31.0 30.8 33.2 33
Other outlays and statistical discrepancy - --------------------------- 2 3. 8 1.6 .7 2

GNP -100.0 100.0 100.0 100.0 100.0 100.0 100.0 100

' Including public sector expenditures on R. & D.
2 Included with consumption.

Sources: Bergson, "The Real National Income of Soviet Russia Since 1928," p. 245; Becker, "Soviet National Income
1958-64," p. 96; my unpublished estimates based on official Soviet sources.

Before commenting on the patterns revealed in this tabulation, it
is necessary to explain briefly the scope and meaning of the data
shown.

1. "Consumption" is the sum of household outlays (in retail sales
markets, on consumer services, and the imputed values of income con-
sumed in kind) and public sector expenditures on education, health
care and physical culture, and the like. The figures for 1950-1955
inextricably include public sector outlays on R&D which are clearly
not consumption expenditures, but the absolute and relative outlays
at that time were small, accounting for less than one percent of total
uses. "Defense" refers only to the announced Soviet state budget allo-
cation so labeled. The estimates for "internal security" are guesses
intended to allow for the expenditures of the Ministry of Internal
Affairs and the Committee on State Security (under various changes
of name and administrative scope). "Other outlays" encompass various
quasi-investment activities, some minor civilian operating outlays,
and concealed military expenditures, but also a. statistical discrepancy.
Computed as a residual, "other outlays" are subject to possibly con-
siderable and probably varying margins of error.

2. So long as the student of Soviet macroeconomics is content to
confine his analysis to financial flows, lie may successfully operate
in the medium of prevailing prices. But in deciding to probe issues
of growth and resource allocation he must confront the problem of the
compatibility of the raw data at his disposal with the accepted con-
ceptual framework of such analysis. It is well known that in terms
of the requirements of the standard concepts of national income meas-
urement, Soviet prices are seriously flawed. In partial compensation for
the distortions of the Soviet price system, several major adjustments
to values at established prices have been undertaken by the western
students whose work has been summarized here. Thus, the finished data
under consideration are based on values at factor cost rather than
established or prevailing prices. Additional adjustments could be
attempted, aimed at the correction of other deficiencies of Soviet
prices. But while these refinements would change the numbers in the
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above tabulation, they would not affect the time patterns materially.
Neither, incidentally, would they affect the conclusions drawn earlier
on changes in the rate of aggregate economic grow th.

To come now to the tabulation itself, the data may be summarized
as follows:

1. Since 1950 between 55 and 60 percent of total Soviet output has
been allocated to consumption, defined to include expenditures by
the government and economic organizations on education, health care
and other communal services. Household consumption outlays alone
rose from a level of about 45 percent of GNP at the start of the period
to a peak of 51 percent in 1954. Since then household outlays appear to
have maintained a relatively steady claim of about half of total out-
put. Contrasted with this rough stability is the sharp decline in the
relative outlays on defense, at least as officially announced, and on
administration and internal security. Gross investment in fixed capital
as a share of GNP rose slowly but steadily from a level of 22 percent
in 1950 and 1952 to a peak in 1961 of 29 percent, leveling off there-
after at about 27 or 28 percent of total use. The share of all gross
investment fluctuates considerably because of the instability of in-
ventory investment but in recent years appears to represent a call
on GNP of roughly one-third.

2. The pattern of Soviet resource allocation differs markedly from
that of some of the leading noncommunist countries (e.g., the United
States, Canada, Japan, and Western Europe). Apart from Japan,
the leading noncommunist countries devote a larger-often substan-
tially larger-proportion of their annual product to consumption than
does the U.S.S.R. On the other hand, only West Germany and Japan
appear to be in a class with the U.S.S.R. with respect to rates of gross
investment, including investment in inventories. High Japanese and
German investment rates are the obverse of low consumption and de-
fense shares in GNP, a pattern only somewhat less apparent in regard
of Western Europe generally.

3. According to the tabulation, the peak level of relative expendi-
ture on defense in the U.S.S.R. was about 13 percent in the Korean War
year of 1952. Since then the share has been reduced by half. Does the
Soviet Union then require only six percent 2 of its total output for
the military, compared to our 8-10 percent? There is little doubt that
Soviet military outlays are not coextensive with the announced budget
allocation to "defense." The latter exclude outlays on the militarized
component of the internal security apparatus and the great bulk of
investment in arms production. Expenditures of a military character
can also be traced to those on R&D as -well as possibly to the catchall
"other outlays."

Unfortunately, the closest scrutiny of the published literature yields
only these imprecise indications and they cannot be easily quantified.
Revalued at factor cost, 'the announced allocation to "defense" ab-
sorbed between 6 and 7 percent of GNP as I have estimated it for the
period 1958-1964. Crude estimates for the succeeding three years do
not indicate any change in that level. Addition of outlays on the mili-
tarized internal security forces and the appropriate military-space

2 Since explicit defense expenditures increased more than 15 percent In 1968 whereas the
Soviet Union claims growth of aggregate output by only 7.2 percent, it is clear that the
defense share of the total increased last year but possibly by no more than a percentage
point.
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component of R&D expenditures would raise the military's share of
GNP by one or two percentage points. Further incorporation of ex-
penditures concealed in "other outlays"-indeed, allowance for possi-
ble underestimation of those residual expenditures-could not raise
the relative weight of military outlays to a level much above one-
tenth of total output. In the present state of our information from
published sources, it seems perilous to venture beyond these sketchy
and tentative conclusions.

COMPARISONS OF U.S. AND U.S.S.R. MILITARY EXPENDITURES

But how do thees conclusions on the relative wveight of Soviet
military outlays square with the oft-repeated statement that "with an
economy half the size of our own, the U.S.S.R. spends as much on de-
fense as we do"? The corollary of that claim-namely, that the
burden of defense is twice as large there as here-is also frequently
cited. The answer is that the comparisons of aggregate output on the
one hand and of military outlays on the other derive from totally
different and mutually incompatible kinds of calculations. In conse-
quence, the corollary with respect to the burden of defense is simply
wrong. The three elements are taken up in order:

1. U.S.S.R. military emcpenditures are equivalent to those of the Un'ited States

As I have already indicated, it is extremely difficult to estimate
the ruble value of total Soviet military outlays, concealed as well as
explicit, from open sources. The announced 1968 expenditure came to
16.7 billion rubles. Making crude allowance for the missing compo-
nents might raise the total to between 20 and 25 billions. This equiva-
lent, at the official rate of exchange of 1 ruble=$1.10, to $22-$28 bil-
lion, far below U.S. spending, even with Vietnam expenditures ex-
cluded. Equality of Soviet and American military outlay levels can be
obtained only if we assume that the military ruble buys far more than
$1.10, perhaps as much as $3 or $4. Is that possible?

It is clear that the system of Soviet official rates of exchange with
foreign currencies is essentially arbitrary, in the sense that the ex-
change rate does not organically link the price level of the domestic
economy with prices on the world market. Since the state exercises a
monopoly on foreign trade transactions and forbids trade in its cur-
rency, it is within its powers to set any exchange rate with the dollar
it deems suitable. Although it is not possible on the basis of the open
literature to establish the purchasing power of the military ruble with
precision, an average value considerably higher than the official rate
seems very likely. Evidently, the ratio of direct manpower costs is
heavily in the U.S.S.R.'s favor, but even with respect to military hard-
ware the dollar-ruble ratio may be in excess of 2 :1.3

3 In a RAND study published in 1959 (Prices of Producers' Durables in the U.S.S.R. and
the U.S. in 1955) I estimated the dollar-ruble ratio for civilian producers' durables in 1955
as 2-2.5 :1 (in terms of "new". post-1960 rubles). U.S. prices of these goods have increased
by about one-quarter since then. According to official claim. wholesale prices of all Soviet
metalworking and machinery, civilian and military, declined 20 percent between 1955 and
1967. Thus. extension of the 1955 ratio by the indicated changes in numerator and denomi-
nator yields a 1967 or 1968 value of the ruble of $3.13-3.91. However, there Is reas"ou to
question the reliability of the claimed decline in Soviet durable prices, and to believe that
prices of many types of machinery in fact increased over the period. The inferential leap
from producers durables to military hardware is sizeable and I have said nothing about the
course of prices in U.S. military industry, but I believe the conclusion stated in the text is
reasonable.
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2. Th7ec Soviet economny is half as large as ours

In comparing the aggregate output of two countries, it is obviously
necessary to render the output baskets commensurable. The commonly
accepted method is to revalue the output of the first country in the
prices of the second or vice versa. It must be emphasized that both cal-
culations have equal legitimacy. Thus, we may compute the ratio
of Soviet to American GNP (or other output measure) in terms of
either rubles or dollars. Unfortunately, the alternative calculations
yield different results. They do so with respect to any pair of countries,
but the greater difference between the two in real resource costs and in
relative preferences among goods and services, the -wider is the gap
between the results of the alternative calculations likely to be. For
earlier years, the estimated ratio of Soviet to U.S. output was roughly
twice as large in dollars as the companion ratio in ruble prices.4 It has
been the practice in the government to take an average of these two
ratios, 'and it is such an average that is reflected in the general notion
that "the Soviet economy is haTf as large as ours".

Let us note here a fundamental point: The statement that the Soviet
Union spends as much for military purposes as we do is one comparin1g
levels of expenditures of both countries in terms of dollar prices; the
statement that Soviet GNP is half as large as that of the United States
is an average of ruble and dollar comparisons-that is, a hybrid valu-
ation. The two statements cannot be legitimately juxtaposed.

3. Defense takes tweice as large a proportion of Soviet than of U.S. GNP

Nevertheless, the juxtaposition is frequently made and the inference
drawn as indicated above. The conclusion is erroneous in two senses:
(a) G-NP and defense must be measured in the same set of prices. If
all uses of output in both countries are valued in rubles and dollars,
the respective averages taken, and the structure of resource use in each
country then computed, arithmetically impossible results obtain.5
(b) The "burden of defense" can be properly measured only in terms
of one's own costs and preferences, not the other fellow's. The ab-
surdity of the contrary can be illustrated by noting that in ruble prices
the U.S. can be shown to have devoted only 4 percent of its 1955 GNP
to defense against 10 percent when U.S. output is valued in dollars of
the same year.

To summarize: In dollar terms the U.S.S.R. may spend as much or
nearly as much as we do on military preparedness. At the same valu-
ation, Soviet total output -will appear to constitute a considerably
greater fraction of our own than the one-half of common parlance.
Both the United States and the U.S.S.R. probably devote roughly the
same proportion of their aggregate output to defense, when each
country's output is measured in its own prices. The links between these
statements are varying purchasing power parities of the respective
currencies in terms of the other, with respect to different sectors of
the economy.

4 Morris Bornstein. "A Comparison of Soviet and United States National Product"
Cornparisons of the United Stites and Soviet Economies. Joint Economic Committee. U.S.
Congress. 1959; Abraham S. Becker, "Comparisons of U.S. and U.S.S.R. National Output:
Some Rules of the Game", World Politics, October 1960.

6 Becker, "Comparisons of U.S. and U.S.S.R. National Output . p. 107.
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CONCLUSION

Failing significant changes in internal organization, it seems unlikely
that the Soviet Union will succeed in raising its rate of overall economic
growth tangibly above the level marked out in recent years. Presum-
ably, we should not rule out the possibility of a further decline, as
compared with the record of the 1950's, if the attempts to make do with
patchwork repairs to the economic mechanism prove unsuccessful. But
the U.S.S.R. is a country rich in resources, physical and human, and
muddling through may still carry it a long way..

The problem of Soviet growth is, of course, complicated by the fact
that the economy is apparently close to a ceiling on the rate of invest-
ment, the proportion of output devoted to investment, attainable under
present arrangements. Relative stability also characterizes the shares
of other major claimants, consumption and defense, although their
relative weights in the total may vary somewhat in one or another
year. Generally, however, it is difficult to foresee drastic changes in the
near term in Soviet resource allocation. This does not mean that the
Soviet Union will not 'be able to maintain a strong and growing mili-
tary machine. It does so now, and given growth increments at least as
large as those obtained in recent years, it should -be able to continue to
build up its forces to help meet its national objectives.

Chairman PRoxxiRE. The subcommittee will adjourn subject to call
of the Chair.

(Whereupon, at 4:05 p.m., the subcommittee adjourned, to reconvene
subject to the call of the Chair.)
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