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Secrecy and Military Expenditures in the Russian Budget

Abstract

This article proposes a transparent method for collecting, structuring and
analyzing Russian budget data on defence and security-related expenditures. A
precise answer to the question of how big Russia’s defence expenditures are is
impossible because of issues concerning secrecy and accounting principles. We
circumvent this challenge by constructing lower and upper bounds for Russia’s
military expenditure, showing that depending on the chosen measure these have
increased from the range 10.3-31.2 % of federal expenditures in 2011 to 12.9-
35.4 % in 2018. The analysis also yields additional insights into the concept of
secrecy in the Russian budget; we show that 39 out of 96 subchapters in the
Russian budget contain secret expenditures, many of which are not nominally
defence- or security-related, and that secret expenditures increased as a share of
total expenditures from 12 % to 17 % between 2011 and 2019

Keywords: Military spending, Russia, federal budget, secrecy, budget

classification, residual analysis.

Introduction

Russia’s President Vladimir Putin has made military reform a key priority. Since 2008,
Russia’s Armed Forces were deployed abroad in Georgia (2008), Ukraine (2014) and
Syria (2015), a trend that clearly represents an evolution towards more a capable, agile
and well-equipped force (Deni 2018; Persson 2016). This development reflects the
significant increase in financial resources available to the Russian military: in the two
decades since 1998, when the Russian government defaulted on its debt and Russia’s
economy reached its post-Soviet low, the value of Russia’s military expenditures has,
according to Stockholm International Peace Research Institute (SIPRI), increased
almost five-fold in constant dollar terms, and almost ten-fold in current dollar terms,

despite an economic slowdown in recent years (SIPRI 2019b, Oxenstierna 2016). In this
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paper, we examine the development of Russia’s military expenditure and show how the
perceived secrecy surrounding the defence budget can be circumvented by using data
from publicly available, official sources. Based on this data, we calculate the share of
secret expenditures in each subchapter (podrazdel) of the entire budget since 2011 and
provide a forecast until 2021 at the aggregate chapter (razdel) level. We also suggest
lower and upper bounds for defence expenditures and provide a summary of how those
expenditures have been allocated in the period 2011-2019.

The core research question motivating this article is how much resources Russia
devotes to defence and security. In order to fully answer this research question, it is
necessary to study the concept of secrecy in the Russian budget, and the concept of
budget secrecy yields some interesting insights in itself. In relation to previous
literature, our main contribution is that we provide a transparent and reproducible
method for calculating military expenditures and the share of secret expenditures with
an unprecedented level of detail.

Although the main contribution of our work is empirical, the issue of secrecy in
state expenditures raises several relevant political economy questions. As a rule, secrecy
carries both direct costs, as in enforcement, and indirect costs, as in efficiency losses. A
bureaucratic principal’s incentive to conceal strategic information—such as defence
expenditures—should therefore have rational motives. Hollyer, Rosendorff and
Vreeland (2011) find that as a rule, transparency and accountability is positively
associated with the level of democracy. We postulate that in an authoritarian system, a
leader may wish to solve the principal-agent problem with a system that allows for
secrecy that enables the concealment of strategic information as well as control that
provides a limited form of accountability. The fact that Russia operates a budget system

based on modern accounting principles is therefore not necessarily the outcome of a
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culture of transparency; as we discuss below in Russia it is the prerogative of the
president to decide which budget items should be secret or not.

In the tradition of Max Weber (1922, 1968, cited in Harrison [2008]), secrecy
provides a private benefit to bureaucrats who can privatize the gains (shielding them
from public scrutiny), whereas the losses appear as social costs of the whole population.
Those losses can potentially be outweighed by collective benefits if the secrecy
contributes to an increased defence capability or other public goods, but it is difficult to
establish an optimal level of secrecy ex ante. Secrecy could also be used to conceal
information on corruption and rent seeking. In an IMF survey of 120 countries Gupta,
de Mello and Sharan (2000) use an econometric framework to show that relatively high
military spending is correlated with high corruption at statistically significant levels.
Whereas institutional reforms could hypothetically reduce corruption, secrecy thus
helps preserve the status quo.! For the sake of national security and the reputation of the
state, a government (or dictator) can also achieve benefits from the concealment of
strategic information. Abram Bergson, for example, noted that Soviet secrecy was
motivated by national security but also propaganda reasons (Bergson 1953, 14).
National security as a collective good alone cannot explain drastic changes in the levels

of secrecy, however. Indeed, it would be reasonable to assume the level of secrecy to be

! An alternative approach is taken by Harrison (2003), who develops a principal-agent model to
explain how secrecy helped the Soviet government to inhibit theft by making data secret
and to inhibit lobbying by making economic decision processes secret, thereby
contributing to an equilibrium in the command economy. In this model the principal (the
state) opted for secrecy to combat opportunistic behaviour on the part of the agents
(defence contractors). This suggests that secrecy can have a role to play in combatting
corruption but leaves out possible collusion between principals and agents in a market-

oriented economy that would have the opposite effect.
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largely uncorrelated with variations in the national security situation, since a rational
decisionmaker would presumably consider the risk of a future security deterioration
when choosing a level of secrecy, but as our empirical results show, the level of secrecy
in the Russian budget does fluctuate over the years. As noted by Harrison (2008, 242),
secrecy always needs to correspond to the private interests of individual decision-
makers, and strategic information is concealed in order to limit an outsider’s options.
According to Kontorovich (2009), the mere fact that a government choses the
alternative costs of keeping information secret (domestically and internationally) is an
indication that it is valuable and therefore of particular interest, not least information
pertaining to defence expenditures.

Previous research has documented the evolution of Soviet and Russian defence
spending since the Soviet Union started publishing comprehensive data in the late 1980s
(Deger and Sen 1991, 1992; Cooper 1998), but little work has been done on secrecy as
such. The launch of an ambitious State Armament Programme in Russia in 2011 led to a
renewed interest in Russia’s defence budget (Vendil Pallin 2012; Perlo-Freeman 2013;
Cooper 2016a; Christie 2017; Connolly and Boulégue 2018). Oxenstierna (2019) notes
that there are two established measures of Russian military spending in the literature:
the chapter National Defence in Russia’s federal budget and the annual estimates
produced by SIPRI. SIPRI’s data on military expenditure is also included in the World
Bank’s database World Development Indicators (World Bank 2019). In addition, the
International Institute of Strategic Studies in London (II1SS) provides estimates of
Russian military expenditures in their annual publications (IISS 2018, 175—176). Both
SIPRI and IISS base their measures on NATO’s definition of military expenditure and
report almost identical figures for Russia. The NATO definition includes expenditure on

both military and civilian personnel, including pensions, but not veterans’ benefits or
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civil defence, for example (NATO 2018, 14). There is also another but incomplete
source in the form of information provided annually by member states to the United
Nations; for a discussion, see Kelly (2016).

The literature typically discusses Russian defence spending in a foreign and
security policy context, but it has also been related to the debate about Russia’s political
economy, structural and socioeconomic challenges and its institutional framework
(Perlo-Freeman 2013; Hakvag 2017; Noble 2017; Oxenstierna 2019). The most
comprehensive recent discussion of military expenditures in Russia’s federal budget can
be found in a report for the Swedish Defence Research Agency by Cooper (2013), who
relates the various categories in the Russian budget to the definition of military
expenditure used by SIPRI and also discusses the secrecy surrounding military
expenditures. He further explores the topic of secrecy and how it can lead to tension
between ministries in Cooper (2017a). The residual analysis approach used in this
article has been used before to analyze the Russian budget, notably by Cooper (2006,
2017b) and Zatsepin (2008, 2014, 2019). The contribution of the present paper goes
further by suggesting a transparent method for collecting, structuring and analyzing
Russian budget expenditure data. This approach enables a level of detail that is
unprecedented in the literature and ensures a reproducible method for calculating and
estimating the degree of secrecy in the budget. Zatsepin (2008, 2014) presents the
shares of secret expenditures per subchapter between 2003 and 2014 and reports results
similar to ours for the period 2011-2014 but does not elaborate on how to obtain the
necessary data or how to perform the calculations. The gaps in the literature on Russian
military expenditures, in particular with regard to secrecy, motivates the empirical

contribution of our work.
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By their nature and level of aggregation SIPRI and 11SS necessarily abstract
away from the specific details behind the statistics for each country, making it difficult
to assess exactly how the final numbers for total military expenditure were obtained.
This is a reasonable approach when the purpose is to produce cross-country
comparisons but leaves questions unanswered about the specific components of military
expenditures in individual countries. SIPRI acknowledges that it is necessary to make
estimates about the military expenditures of some countries because their official budget
data does not correspond to SIPRI’s definition of the term; Russia and China are singled
out as two such examples (SIPRI 2019a). 1SS only reports headline numbers for
military expenditure, with no discussion about how those numbers are obtained. In
SIPRI’s latest dataset on the world’s military expenditures, the entry for Russia still
includes a reference to a methodological article written in the yearbook of 1998 (SIPRI
[2019b], referencing Cooper [1998]). At that time, the budget was still based on Soviet-
era legislation, and since then Russia’s Budget Code has undergone several major
revisions. In SIPRI’s yearbooks from 1991 to 2004, the military expenditure of Russia
was covered in a separate section with several tables and disaggregated expenditures,
and occasionally with a longer analysis in a special appendix, but in later years the
coverage has decreased. The latest disaggregated presentation of Russian military
expenditure is from SIPRI (2002); since then, only aggregate estimates are provided.

Our analysis attempts to extract as much economic information as possible about
military and security expenditure from the publicly available budget data and also uses
residual analysis to quantify the amount of secret expenditures. It is noteworthy that the
residual approach to measuring secret expenditures was attempted already in the 1960s
but resulted in diverging estimates of Soviet military expenditures because the method

necessarily relied on various assumptions to fill the many information gaps
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(Kontorovich 2009). In the case of contemporary Russia, however, the residual is
explicitly acknowledged as secret in the legislation and can be defined and measured
precisely.

The article contributes to the scholarship on Russia’s military expenditure in
several ways: (1) we provide a disaggregated summary of Russian military and security
spending for the period 2011— 2021 and suggest lower and upper bounds for military
and security expenditure; (2) we discuss how our data can be contrasted with existing
estimates; (3) we show how and to what extent information regarding secret
expenditures in Russia can be derived through a residual analysis of official
documentation; (4) we use this method to calculate the share of secret expenditures for
each subchapter of Russia’s federal budget and identify some noteworthy trends; and
(5) we suggest a methodological framework for analysing Russia’s budget that can be
applied for all expenditure types.

The first part of our article includes a discussion about the meaning of secrecy in
a budget context. The second part presents our data and sources. The third part
introduces the method used to obtain the necessary data. The fourth part presents the
empirical results and discusses how our results compare to other existing estimates. The
penultimate part discusses the limitations of our study and the last part summarizes our
findings and suggests avenues for further research as well as some policy implications.
A detailed description of our empirical results and a comprehensive discussion of
Russia’s budget system and its legal provisions, with a particular focus on secrecy, have
been placed in appendices 1 and 2, respectively.

Our results show that 11 out of 14 chapters and 39 out of 96 subchapters in the
Russian budget contain items that are secret, with the bulk appearing in the chapters

National Defence, National Security and General Government (see Figure 1). Between
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2011 and 2019, secret expenditures increased as a share of total expenditures by over
five percentage points from 12 % to 17 %, peaking at almost 22 % in 2016, mainly due
to an increase in the share of secret expenditures in the chapter National Defence from
45 % to 65 %, with a peak of 70 % in 2016. In the budget planning period until 2021,
the overall secret share remains at a little over 16 %.

[Figure 1 about here]

The results also show that defence- and security-related expenditures in the
Russian budget increased as a share of total federal expenditures by around five
percentage points between 2011 and 2018 (although this share is due to decrease
slightly in the current budget planning period until 2021); in relative terms this
corresponds to an increase of between 20 and 30 % (depending on the chosen measure),
and we therefore argue that the Russian budget has been subject to a significant degree
of securitization. Our results therefore support a similar argument made by Richard
Connolly who uses the term securitization to explain why the Russian economy is
increasingly “operating in accordance with state-determined and military, rather than
strictly economic needs” (2018, quoted in Tsygankov [2019], 175). In our broadest
measure (the upper bound), the share of expenditures in the Russian federal budget that
is either secret, or defence- or security-related, peaked at 40 % in 2016, corresponding
to over 7 % of GDP. The narrowest measure (the lower bound) represents only
expenditures explicitly designated for the Russian armed forces, which in 2011 stood at

a minimum of a little over 10 % of total expenditures or slightly less than 2 % of GDP.

The Meaning of Secrecy in Government Budgeting

A stereotypical view of a government secret would be a paper document marked with

red stamps containing information that would be protected from unauthorized access.
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The elaborate and burdensome mechanisms for administrating the life cycle of such
secret documents in the Soviet Union have been documented by Harrison (2013). A
budget on the other hand, is supposed to be publicly debated by its very nature.
Government budgets constitute legislation and are constantly subject to political and
bureaucratic processes, reviews, amendments, audits, academic and journalistic
scrutiny, and so forth. Furthermore, the pure logic of addition and subtraction means
that every part of a budget is intrinsically linked to the whole. If a budget item were
removed, the remaining numbers would still mercilessly bear witness about the gap.
Unlike other secrets, a budget secret is never silent.

This leads to the question of transparency in the Russian budget. Its
categorization cannot be directly transferred to the NATO definition of military
expenditures that has been established as the standard measure used by SIPRI and
others. On the other hand, unlike in Soviet times, it should not be assumed a priori that
this discrepancy results from a deliberate attempt to obscure the real value of Russia’s
total military expenditure. The discrepancy could just as well be explained by
differences in how Russia’s elaborate and multi-layered budget system functions and
the obvious fact that Russia does not adhere to the NATO definition of military
expenditures. There is indeed a significant degree of secrecy surrounding Russia’s
military expenditure but there is a conceptual difference between concealing a country’s
total military expenditure on the one hand, and the allocation of resources within the
defence sector on the other. Note that allocational secrecy could, intentionally or
unintentionally, lead also to aggregate secrecy: such discrepancies could result from a
deliberate attempt to conceal total military expenditure, or, for example, from a certain
ambiguity regarding the meaning of the term military expenditure. Two types of

allocational secrecy can be distinguished, chapter-internal secrecy and cross-chapter
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secrecy. Under chapter-internal secrecy, total military expenditures would be
transparently included in a clearly defined military budget chapter, but the allocation
between subcategories in that chapter would be secret. In contrast, under cross-chapter
secrecy some military expenditures would be disguised as non-military expenditures in
other budget chapters, thus distorting both the allocation and the total amount of
military expenditure. Allocational secrecy could arise either from a choice of
accounting principles that is not primarily motivated by a wish to hide any particular
facts, or due to a deliberate attempt to conceal military expenditures. A case in point
would be pensions contributions for military personnel, which are not included in the
Russian budget chapter National Defence. 2 In short, the problem is not where to find
Russian budget data, but rather how to structure and interpret that data. This contrasts
sharply with the Soviet budget, which was subject to a large degree of government-level
aggregate secrecy, except in the very final years (Hutchings 1987, 79—80; Cooper 1998;
Harrison 2003).

The basis for budget activities in Russia is the Budget Code (Byudzhetnyy
kodeks), which was adopted in 1998 and came into force on 1 January 2000. 3 Until that
date, the Russian budget system was still based on a Soviet-era laws. The Budget Code
and its subsequent amendments have been assessed as in line with “good or advanced
practice” as laid out by the IMF Fiscal Transparency Code (Hughes et al. 2014). In
2011, Russia ranked higher than several EU countries in an evaluation of the

transparency of national defence budgets (Transparency International UK 2011). In

2 Cooper (2013, 17) reports that military pensions were moved in 1996 from chapter 0200
National Defence to 1000 Social policy.
% See federal law 159-FZ of 26 April 1999 “On the entry into force of the Budget Code” (7O

vvedenii v deystviye Byudzhetnogo kodeksa Rossiyskoy Federatsii”).
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2017, out of 115 countries surveyed by the International Budget Partnership, Russia
ranked among the 26 countries whose budget transparency was assessed as sufficient,
just ahead of Canada and Germany (IBP 2017). * This evidence suggests that Russia
operates a relatively modern budget system. On the other hand, it has also been argued
that these rankings are overly generous and a result of box-ticking in order to satisfy
certain criteria rather than a genuinely transparent approach to budgeting (Cooper 2013,
48; Zatsepin 2008, 2014). Contrary to the common assumption that the Duma is simply
a rubber-stamp parliament, Noble (2017) finds evidence that budgets are indeed
amended by parliamentarians during the legislative process and that, on average, these
amendments tend to redistribute allocations away from defence and security towards
housing, education and social policy. For a more general review of Russia’s budget
system, see Kraan et al. (2008) and Fortescue (2017a).

The legislative details of the budget process, and in particular of the provisions
concerning secrecy, are important for the empirical part of our study. A comprehensive
overview is therefore included in Appendix 2, which is necessary for the transparency
and reproducibility of our results and should be relevant to readers interested the
technicalities of the budget process. Summarizing the contents of Appendix 2, we note

that, as with any other federal law, the budget legislation goes through three readings,

4 Among the measures surveyed by the IBP is whether a country publishes a so-called Citizens
budget, a document aimed at making the budget accessible to the wider public. Russia has
set up a special website for this purpose which includes useful reference material:
https://budget.open.gov.ru/. For an example of a Citizens budget, see MinFin (2018c).
This initiative is part of a larger resource in the form of a unified Internet-based electronic
portal for the entire Russian budget system, where much of the legislative and operational
information concerning the budgets is summarized and presented in an accessible format,

including data on regional budgets: https://budget.gov.ru/.
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which successively contain an increasing level of detail on budget expenditures. The
total amount of budget expenditures reported in the second and third reading is always
less than the total amount approved in the first reading. The reason is that secret budget
items are excluded. The Budget Code has a special provision for how to handle secret
budget items, which stipulates that those items must be reviewed at a closed session of
both houses of parliament and that only the speakers of the houses and members of the
responsible committees are allowed access to the documentation concerning those
budget items. Only the president has the authority to decide how such expenditures
should be implemented and which government authority that should assume
responsibility for controlling those expenditures. Fortescue (2017b) studied the role of
the president in the budget process and found that a reasonable balance existed between
presidential engagement and the formal budget process. In the early 2000s, the budget
law contained an appendix with aggregate information about expenditures at the
chapter-subchapter level. However, since the budget year 2008, such an appendix is no
longer provided.® One consequence of this increased opacity is that it is no longer
possible to perform the residual analysis immediately when the budget law is approved,
but in the present study, we show how it is possible to circumvent this apparent
limitation through the use of other sources, such as budget execution reports, as they
become available after the budget law has been approved. In view of this discussion, it
is important to note that secrecy has a precise meaning in the context of the Russian
budget, namely that an item is missing from the open appendices with approved

expenditures, and, consequently, that details are concealed about how those items are

5 We are grateful to one of our anonymous referees for pointing this out. Interestingly, Zatsepin
(2008) notes that the total number of secret appendices increased fourfold in the federal
budget for 2008.
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allocated at the most granular level of budget accounting. Secret budget items are,
however, included in the chapter and subchapter summaries. By comparing the data
from the non-secret detailed appendices on expenditures on the one hand, and from the
chapter-subchapter summary on the other, it becomes possible to calculate the residual

share of secret expenditures for each chapter and subchapter.

Calculating Secrecy and Military Expenditures

Although the data necessary for this analysis is available in the federal budget laws
(including the laws on the ex post approval of budget execution) and their
complementary documentation, we have relied on data published online by the Federal
Treasury (Federal 'noye kaznacheystvo, also known by its acronym Roskazna). ® The
only exception is the forecasting data which is taken from federal budget law for 2019. ’
Roskazna provides regular reports on budget execution, including approved as well as
actual expenditures, starting from 2005. Details on how to find, identify and read these
files are provided in Appendix 2.

For the residual analysis, it is important to note that every budget expenditure is

classified according to five categories: budgetary manager, chapter, subchapter,

® The Duma operates a website which contains the documentation at the various stages of
legislation of all federal laws, from the initial draft to the final law, including explanatory
notes and other documentation. For example, the documentation concerning the budget for
2019 (legislation draft No. 556362-7) can be obtained from the following address:
http://sozd.duma.gov.ru/bill/556362-7 (accessed February 2019).

" Full reference: Federal law No. 459-FZ of 29 November 2018 “On the federal budget for 2019
and the planning period 2020 and 2021 (Federal 'nyy zakon ot 29 noyabrya 2018 goda N
459-FZ7 "0 federal 'nom byudzhete na 2019 god i na planovyy period 20201 2021”). A
digital copy of the official version of this law is available on the following address:
http://publication.pravo.gov.ru/Document/View/0001201811300026 (accessed May 2019).
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expenditure purpose and expenditure type (glavnyy rasporyaditel’ byudzhetnykh
sredstv, razdel, podrazdel, tselavaya stat’ya raskhodov and vid raskhodov). As
explained in more detail in Appendix 2, these categories can be identified by means of
the unique budget classification code that accompanies every budget item. That a
budget item is secret means specifically that its budgetary manager, purpose and type
are secret. On the other hand, the aggregate expenditure at the chapter and subchapter
level is not secret. Thus, total expenditures in chapter 0200 National Defence
(Natsional 'naya oborona’) or subchapter 0201 Armed Forces (Vooruzhennyye sily) are
not secret, even though the detailed distribution of expenditures within these chapters is
so to a significant extent. The aggregate numbers for each chapter and subchapter are
included in Roskazna’s budget execution reports and serve as a baseline for our
analysis. 8 This is in contrast to the most detailed representation of the budget, the so-
called departmental structure of expenditures (Vedomstvennaya struktura raskhodov),
which is approved in the third and final reading of the budget law and excludes any
secret budget items. In the departmental structure of expenditures, we can therefore take
the sum of all items for any given chapter or subchapter and compare to the aggregate
number from the summary. The difference will represent the amount of secret
expenditures in that chapter or subchapter, and the data allows us to focus either on
approved expenditures or actual expenditures, and for the purpose of this study we have
chosen to use data on actual expenditures for the sake of simplicity. It can be noted,

however, that the available data also makes it possible to conduct a detailed analysis of

8 Roskazna’s budget execution reports naturally only contain historical data; to obtain
summaries at the chapter level it is necessary to use other sources. We have used the so-
called Citizens’ budget already mentioned (MinFin 2018c). However, this source does not

include summaries at the subchapter level, only the chapter level.
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how a budget is amended during the course of the budget year. As far as the veracity of
the data is concerned, the measures in place to safeguard the secret expenditures in
themselves suggest that the non-secret expenditures are complete and accurate. Indeed,
one of the purposes of secrecy is to enable transparency of that which is not secret.
Roskazna’s budget execution reports contain three columns with monetary data:
the first column represents the expenditures approved in the corresponding budget law
while the last column represents actual budget execution. The middle column represents
the amount of money allocated by the Finance Ministry as an intermediate step in the
so-called ‘consolidated budgetary list’ (svodnaya byudzhetnaya rospis’), which also
includes any subsequent amendments to the original budget law. By focusing on actual
expenditures in the third column, we avoid the problem of dealing with amendments to
the budget law and obtain results that reflect real resource allocation rather than planned
allocation. It should be noted, however, that a detailed analysis of how budgets are
amended could potentially produce additional insights that are beyond the scope of this
article. We refer to Appendix 2 for an extended discussion on the technicalities of how

to read the data in the budget execution reports from Roskazna.

Empirical Results

This part is divided into two sections. The first section shows the share of secret
expenditures for each subchapter in the Russian federal budget. The second section
shows size and the trend in military expenditure and introduces various levels of

military expenditure to establish lower and upper bounds.

Secret Expenditures per Chapter and Subchapter in Russia’s Federal Budget

Using the data on budget execution in Roskazna’s reports (combining Table 2.1 and
Table 2.4, as explained in Appendix 2) we have calculated the share of secret
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expenditures for each chapter and subchapter in the federal budget for the years 2011 to
2019, and a forecast until 2021 at the chapter level, using data on actual expenditures.
The results are presented in Table Al in Appendix 1, which shows the secret share per
chapter and subchapter for each year in the period, and also the average and standard
deviation. As mentioned in the introduction (Figure 1), from Table Al we see that of the
14 budget chapters, the largest shares of secret expenditures occur in 0200 National
Defence (60 % on average over the period), 0300 National Security and Law
Enforcement (30 %) and 0100 General Government (10.6 %). Eight other chapters have
secret shares between 0.1 % and 5 % on average, while three chapters have no secret
expenditures, namely 0600 Environmental Protection, 1300 Servicing of State and
Municipal Debt and 1400 Interbudgetary Transfers.

These averages conceal some noticeable trends. First, the secret share of 0200
National Defence expenditures increased from 45 % in 2011 to 66 % in 2019, with a
peak of over 70 % in 2016. In chapter 0400 National Economy, the secret share
increased from less than 2 % to almost 10 % in 2017 and then fell back to 4 % in 2019,
while in 0500 Housing and Utilities the trend is the opposite, with a drop from almost
14 % to less than 1 %.

At the subchapter level, there are secret expenditures in 39 of 96 subchapters.
We observe that 0204 Mobilization preparations of the economy and 0206 Nuclear
weapons complex exhibit 100 % secrecy over the whole period. Subchapters 0306
Security agencies and 0307 Border service authorities, which include the border troops,
are close behind, at 99.7 % and 99.8 %, respectively. Since 2014, the share has risen to
100 % for the border guards. This contrasts with the 0303 National Guard troops
(Interior troops before 2017) whose secret share is stable at less than 10 %. There is also

a data point of 100 % secrecy for 2011 in subchapter 0207 Implementation of (defence-
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related) international obligations, but thereafter the share fluctuates between 60 % and
84 %. Relatively high secrecy shares appear also in subchapters 0309 Civil defence

(40 % on average, with a decrease to 30 % in the later years) and 0313 Applied research
in the field of National Security and Law Enforcement (almost 90 % and with a
somewhat increasing trend over the period). The subchapter for civil defence most
likely includes expenditures related to a theme that will be explored further in the next
section, namely the military formations of the Ministry for Civil Defence, Emergencies
and Elimination of Consequences of Natural Disasters (EMERCOM, also known by its
Russian acronym MChS, Ministerstvo po delam grazhdanskoy oborony,
chrezvychaynym situatsiyam i likvidatsii posledstviya stikhiynykh bedstviy). Table Al
also reveals some apparently non-military subchapters with significant and stable secret
expenditure shares: 0905 Sanatorium and wellness aid (14.3 % on average, with an
increasing trend) and 1202 Periodical press and publishing (4.7 % on average, also with
a somewhat increasing trend).

The diagrams in Figures 2, 3 and 4 show how the share of secret expenditures
evolves for some subchapters over the period 2011-2019 (we have limited our focus
here to only those subchapters which exhibit any noticeable variation over the period).
Figure 2 shows the trends for nominally military and security-related subchapters, while
Figures 3 and 4 show some non-military subchapters.

[Figure 2 about here]

[Figure 3 about here]

[Figure 4 about here]

As seen in Figure 2, there is an increasing trend in the subchapter 0201 Armed
Forces that is visible already in 2013, with an increase from 40 % in 2011 to a peak of

almost 70 % in 2016. There also is a substantial increase starting in 2014 from around
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10 % to almost 60 % followed by a jump to almost 100 % in 0314 Other issues in the
field of National Security and Law Enforcement. The increase in 2014 coincides with
the rising tension in Russia’s external relations following its military intervention in
Ukraine, but a closer look at the numbers in the Roskazna’s budget execution reports
actually reveals that in rouble terms the expenditures in this subchapter dropped from 40
billion in 2013 to 10 billion in 2014, while the nominally secret expenditures were
almost unchanged at around 4.5 billion. The increase to 98.3 % in 2019, on the other
hand, is accompanied by a very substantial increase in nominal expenditures in
subchapter 0314, from 9.7 billion in 2018 to over 240 billion in 2019.

Interestingly, in Figure 3 we see that in 2015, subchapter 0108 International
relations and international cooperation jumped from zero to 25 % secrecy and stayed at
that level until 2019, when it fell back to zero again. Not only did the share of secret
expenditures in subchapter 0108 increase in 2015, but the nominal expenditure in rouble
terms doubled from 142 billion in 2014 to over 300 billion in 2015, of which 74 billion
were secret. The total amount of secret expenditures on subchapter 0108 is 344 billion
roubles from 2015 until 2019. The timing of the increase coincides with Russia’s
military intervention in Syria in 2015. The drop in secrecy in 2019 correlates with a
drop in nominal expenditures from 316 billion in 2018 to 252 billion in 2019; thus, the
increased expenditures in subchapter 0314 described in the previous paragraph is more
than enough to offset the decrease in 0108, an observation which naturally leads to the
hypothesis that some expenditures in subchapter 0108 were transferred to 0314 in 2019,
although this is admittedly somewhat speculative.

Figure 3 also illustrates that three subchapters in chapter 0400 National
Economy have increasing secrecy shares. Most notably, subchapter 0403 Space

exploration and utilization sees a jump to over 50 % secrecy in 2017, after having had
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no secret expenditures at all before or after that year. Similar to subchapter 0108
International relations and international cooperation, this increasing secrecy share also
coincides with a significant increase in nominal expenditures: they tripled from almost
28 billion in 2016 to over 83 billion roubles in 2017. All the open expenditures in this
subchapter are designated for the state space corporation Roscosmos and the Finance
Ministry.® The additional, secret funding in this subchapter does not necessarily indicate
a military connection, however, since the subchapter is explicitly reserved for non-
military expenditures (MinFin 2018a, part Il section 3.2); this interpretation is also
supported by the fact that some defence-related space expenditures are explicitly
included in 0200 National Defence. We also observe a similar spike in secret
expenditures in subchapter 0112 Applied research in the field of general government,
from zero to 50 % in 2018, while the nominal expenditures increased from 18 billion
roubles in 2017 to over 43 billion roubles in 2018. Furthermore, both subchapters 0411
Applied research in the field of national economy and 0412 Other issues in the field of
national economy exhibit increasing secrecy, from 11 % and 2 %, respectively, to
almost 20 % later in the period. Nominal expenditures in these two subchapters are
relatively stable over the whole period, averaging 232 billion and 767 billion roubles,
respectively. There is, however, a notable exception concerning 0412 in 2014, when
nominal expenditures, of which 97 % were open, jumped to 1,583 billion roubles

compared with 399 billion in 2013. Subchapter 0412 is also noteworthy because it

® The open expenditures in this subchapter include subsidies to the city of Baikonur in
Kazakhstan, home to the eponymous space port operated by Russia. In accordance with an
agreement between Russia and Kazakhstan, it is fiscally integrated into the Russian budget
system and recognized as a city of federal importance, a status similar to that of Moscow,

Saint Petersburg and Sevastopol but without parliamentary representation.
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contains some expenditures related to nuclear weapons, which are consequently not
captured by subchapter 0206 Nuclear-weapons complex: the Finance Ministry’s
instructions stipulate that subchapter 0412 includes expenditures related to “questions of
the national economy in the sphere of the nuclear-weapons complex, expenditures
related to implementing international agreements of the Russian Federation on the use
of highly enriched uranium extracted from nuclear weapons, and expenditures related to
ensuring nuclear, radiological and ecological safety” (MinFin 2018a, Part 111, section
3.2). The exact meaning of this formulation is not clear, but there is one non-secret
budget item in the budget execution reports associated with this subchapter explicitly
referencing nuclear weapons, namely the subprogramme “Ensuring production,
technological and socio-economic processes for the sustainable development of the
nuclear weapons complex and Russia's strategic presence in the Arctic zone,”
represented by purpose code 22 5 00 00000. The subcategories to this item indicate that
these expenditures are associated with the nuclear icebreakers operated by the
government-owned company Atomflot.

Finally, we can make a few observations about the subchapters with decreasing
shares of secret expenditures in Figure 4. First of all, there is a very significant drop
between 2011 and 2012 in subchapter 1101 Physical education, from over 60 % to only
5 %. A closer look at the data reveals that this trend is entirely explained by a large
increase in the total funding in that subchapter, from 177 million roubles in 2011 to
2,433 million roubles in 2012, and that the secret expenditures follow a stable trend
through the whole period, roughly doubling from around 110 to 236 million roubles
between 2011 and 2019. The notion that a subchapter related to physical education
should include some secret expenditures hints that there might be some military

connection, but there is no way for us to find out from the budget data. The Finance
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Ministry instructions only state that this subchapter includes federal subsidies to regions
and municipalities for the development of physical education (MinFin 2018a, part 11l
section 3.2). Next, Figure 4 illustrates that both subchapters 0501 Housing and 0705
Professional training, retraining and improvement of qualifications start at around 20 %
secret expenditure shares in 2011 and that those shares drop until 2019. In the case of
housing, the trend is fluctuating, while in professional training the trend is more stable.
As seen in Table A1, there are also two subchapters in chapter 0700 Education with a
small but stable share of secret expenditures: 0701 Preschool education and 0706
Higher education.

These results show that some degree of chapter-internal secrecy is common in
many subchapters of the federal budget, and that the share of a given subchapter tends
to be relatively stable over time, but with some notable exceptions. We can only make
some tentative guesses about the underlying motivation for why all these budget items
are secret. In chapters related to security and defence the interpretation is
straightforward, but it is more perplexing why there should be any secret expenditures
in subchapters involving healthcare, education or housing. One possible explanation
could be that information in these categories could be used to estimate the staff numbers
or other measures of resource allocation concerning activities that should be kept secret.
Another possible explanation is that some of these expenditures are indeed closely
related to military matters. For example, the presidential decree regulating state secrets
mentioned in Appendix 2 lists the Ministry for Healthcare (Ministerstvo
zdravookhraneniya) as a responsible agency in 18 of 119 secrecy categories, some of
which are related to research on weapons of mass destruction. We are left with several

unanswered questions in this regard, but this observation suggests the presence of some
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degree of (intentional or unintentional) cross-chapter secrecy concerning military

expenditures in the budget.

Estimating Russian military expenditures, 2011-2021

The most transparent measure of Russia’s military expenditure is the amount included
in the budget chapter National Defence. This figure is the one typically referred to in the
Russian public debate on defence expenditures. Subchapter 0201 Armed Forces also
provides us with a transparent measure of expenditures allocated specifically to the
Armed Forces. These categories can be regarded as a lower bound of military
expenditures in Russia but leave out several significant components that are clearly
military in nature, such as subchapters 0303 National Guard troops and 0307 Border
authorities and the military formations (spasatel 'nye voinskiye formirovaniya) of the
EMERCOM which are presumably included in subchapter 0309 Civil defence.

Another partly defence-related subchapter is 0109 State material reserve, which
corresponds to activities carried out by the Federal agency of state reserves
(Federal noye agentstvo po gosudarstvennym rezervam, also known as Rosrezerv). This
organisation operates secret warehouses across Russia with spare supplies of fuel,
foodstuffs and other essential resources that can be deployed during natural disasters or
in war. This organisation has claimed on its website that it was involved in delivering
supplies to the rebel-controlled areas of Ukraine’s Donbas region in 2014 (Rosrezerv
2019). Cooper (2016b) reports that Rosrezerv is one of several components in a wider
system for state preparation for the possibility of an armed aggression.

Furthermore, there are several substantial budget items in the departmental
structure of expenditures associated with the Ministry of Defence but not with 0200

National Defence. The most significant ones are in subchapters 1001 Pensions benefits
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and 1003 Social welfare, but there are expenditures related to the Ministry of Defence in
no less than 29 non-military subchapters, including pre-schooling, environmental
protection and cinematography. On average, these expenditures correspond in scale to a
little over 20 % of 0200 National Defence, and this ratio is stable over time. Referring
to the earlier discussion about cross-chapter secrecy, it is noteworthy that these budget
items do not necessarily reflect an attempt to hide any military expenditure; rather, the
budget system clearly separates military from non-military expenditures even if they
belong to the domain of the Ministry of Defence. On the other hand, they could also be
regarded as military purely on the evidence of belonging to a military organisation, and
all of these items are indeed included in SIPRI’s measures of military expenditure
(Cooper 2017b; Tian 2018). It should be noted, however, that the inclusion of these
expenditures implies that the measure becomes sensitive to possible administrative
changes in the budget system. If, for example, a budget reform in Russia would transfer
responsibility for some preschool educational expenditure from the Ministry of Defence
to, say, the municipalities, this would register as a decrease in military spending,
although no change in the resources available would actually have occurred.

Likewise, there are also expenditures associated with the Federal Service of the
National Guard troops (FSVNG, Federal 'naya sluzhba voysk natsional 'noy gvardir)
that are not included in subchapter 0303 National Guard troops; including them would
increase expenditure on the National Guard by around 7 %, although it would constitute
a negligible share of GDP. Note that this calculation is possible only from 2017 when
the FSVNG was separated from the Ministry of Internal Affairs (MVD, Ministerstvo
vnutrennykh del) and became a separate budgetary manager.

In contrast, the border troops were absorbed into the Federal Security Service

(FSB, Federal ’naya sluzhba bezopasnosti) in 2003 and lost their status as a separate
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federal entity, so a similar calculation is not possible in that case. The same is true of the
military rescue formations of the EMERCOM, which also do not constitute a separate
government entity. Unlike the National Guard and the border service, however, they do
not have any corresponding subchapter in the federal budget. That the military rescue
formations should be treated as military in nature even though they notionally belong to
Russia’s civil defence organisation is clear not only from the name but from legislative
provisions: in accordance with the federal law “On defence” the military rescue
formations can be assigned certain defence tasks (article 1, item 6). 2% In war, their tasks
include chemical, biological, radiological and nuclear threat reconnaissance and also
territorial defence, according to a presidential decree which also defines the personnel
strength of these units to include 7,230 military and 17,220 civilian staff. 1! As already
mentioned, and shown in Table A1, the subchapter for civil defence (0309) has a
relatively large share of secret expenditures, 30—40 %, which can be assumed to be at
least partly related to the military rescue formations.

The discussion so far focuses on budget chapters and government entities that
can be identified as having a defence-related role as defined by the classification codes
for budgetary manager, chapter and subchapter. In addition, there are also other budget

items that can be considered military in nature by their function and that can be

10 Full reference: Federal law No. 61-FZ of 31 May 1996 “On Defence” (Federal 'nyy zakon ot
31 maya 1996 g. N 61-FZ “Ob oborone”)

11 Full reference: Presidential decree No. 1265 of 30 September 20117On the military rescue
formations of the Ministry for Civil Defence, Emergency Situations and Emergencies and
Elimination of Consequences of Natural Disasters of the Russian Federation” (ukaz
prezidenta RF ot 30 noyabrya 2011 g. N 1265 “O spasatel 'nykh voinskykh
formirovaniyakh Ministerstva Rossiyskoy Federatsii po delam grazhdanskoy oborony,

chrezvychaynym situatsiyam i likvidatsii posledstviy stikhiynykh bedstviy ).
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identified by their purpose or type codes. Examples include research expenditures in
support of activities within the State Defence Order or supplies to subsidies to the
defence industry. The sheer number of such budget items makes this task significantly
more challenging compared to simply identifying expenditures by their subchapter or
budget manager; the remaining part of this section elaborates further.

To summarize the discussion so far into a comprehensive framework, we can
define several different measures to estimate Russia’s military expenditures, from the
narrowest to the broadest. The narrower measures represent the lower bound of our
estimates and include only budget items in the subchapter for the armed forces. The
broader measures represent the upper bound and include internal security or state security
in general. The broader measures also have the potential to capture potential budget items
subject to internal as well as cross-chapter secrecy. With this approach we have chosen
to define 11 levels of military expenditures that can be calculated from the budget data,
where each level represents an incremental increase from the previous level with the
addition of a qualitatively different category. As can be seen from the overview in Table
1, level 1 is represented by subchapter 0201 Armed Forces and level 2 by chapter 0200
National Defence. Detailed comments and sources to Table 1 are provided in Table A2
in Appendix 1, including—importantly—the budget classification codes used to identify
each category in the data. The specific choice of levels and their order is to some extent
arbitrary, but levels 1 to 4 coincide with established measures such as SIPRI’s estimates
(level 4). Level 10 represents expenditures which are almost certainly not entirely military
in nature but are included because either because there is no clear distinction in the budget
between military and non-military use of these categories, or because they are associated
with “militarized” organizations (voyennizirovannyye organizatsii). Furthermore, level

10 includes expenditures which are explicitly part of the State Defence Order, but clearly
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not military in nature, such as food supplies to the Federal Penitentiary Service. Finally,
level 11 captures all civilian space-related expenditures, while space expenditures of a
military nature are captured by the lower levels. In other words, we certainly do not
suggest that the upper bound of our analysis is an accurate measure of Russia’s military
expenditures; we are, on the contrary, confident that actual military expenditures are
smaller than the upper bound. We also do not suggest that any of our measures is more
“correct” than the others, only that the different measures reflect different assumptions
about what items to include when estimating Russia’s defence expenditures. However,
our results clearly show that there is openly reported defence-related information in the
budget that cannot be captured by any single aggregate estimate.

[Table 1 about here.]

Based on the various definitions suggested in Table 1, we have calculated the
relevant measures between 2011 and 2018, with a forecast until 2021 for level 2,
chapter 0200 National Defence. The results are presented in rouble terms in Table 2a, as
a share of total government expenditure in Table 2b and as a share of GDP in Table 2c.
As can be seen in Table 2c, the estimates by SIPRI and IISS are placed pretty much in
the middle between our suggested lower and upper bounds. The diagram in Figure 5
illustrates how the different levels evolve over time as a share of total government
expenditures. Notably, the relative size of all levels is almost surprisingly stable over
the whole period.

[Tables 2a, 2b and 2c about here.]

[Figure 5 about here.]

The interpretation of most levels is fairly self-explanatory. Levels 1-4, 6 and 8
are the easiest to calculate since they can be fully identified by the codes for chapter,

subchapter and budgetary manager in Roskazna’s reports. Level 7 represents the
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residual secret expenditures in subchapters not captured by other levels, as detailed in
the previous part of this section. The remaining levels require that we look at the
purpose and type codes, which is technically a little more complicated but still
straightforward. Some of the information captured by these levels is not given explicitly
in Roskazna’s budget reports (or the federal budget law) but requires that we cross-
reference the meaning of some type and purpose codes with definitions provided in the
Finance Ministry’s instructions.

Level 4 represents expenditures in chapter 0200 National Defence and
subchapters 0303 National Guard troops and 0307 Border authorities plus all non-
secret expenditures of the Ministry of Defence in other subchapters. This corresponds,
with some minor adjustments (commented in Table A2), to the measures used by SIPRI
and IISS.

The purpose and type codes typically contain more detailed information than the
categories for chapter, subchapter and budgetary manager. For example, there are
numerous purpose and type codes to represent expenditures associated with the State
Defence Order (SDO, Gosudarstvennyy oboronnyy zakaz). Naturally, many such items
will be captured by chapter 0200 National Defence, but our analysis shows that there
are also SDO expenditures which are not captured by that chapter. The SDO is

governed by an elaborate regulatory framework based on the federal law “On the State
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Defence Order” 2 and a corresponding government decree, 12 and concerns a wide
range of goods, services and materials for various defence- and security-related
purposes. According to this law (article 4), the SDO is formulated based on a range of
military planning documents, and for every budget year it is approved by the
government within a one-month period after the corresponding budget law has been
signed by the president (article 5). For example, in our framework, level 5 includes
subsidies to companies in the defence-industrial complex that can be identified, inter
alia, by purpose code 16 5 6467 (see Table A2), which turns out to be associated with
subchapter 0412 Other issues in the field of national economy and the Finance Ministry,
neither of which are captured by levels 1—4. Another example is level 9, which we have
defined as “other expenditures on weapons and equipment not included in levels 1-8”
and which is entirely made up of budget items related to the SDO but not associated
with any of the nominally military subchapters or budgetary managers captured by other
levels. Starting from 2012, there are 14 different expenditure type codes explicitly
related to the annual SDO which we have included in level 9, some of which are related
to the State Armament Programme (Gosudarstvennaya programma vooruzheniya),

which is otherwise notoriously absent in the budget data (see Table A2 for details and

12 Full reference: Federal law No. 275-FZ of 29 December 2012 “On the State Defence Order”
(Federal’nyy zakon ot 29 dekabrya 2012 g. N 275-FZ “O gosudarstvennom oboronnom
zakaze”).

13 Full reference: Government decree No. 1255 of 26 December 2013 “On the Rules for drafting
the State Defence Order and its main parameters” (Postonovleniye pravitel stva RF ot 12
dekabrya 2013 g. “O Pravilakh razrabotki gosudarstvennogo oboronnogo zakaza i ego

osnovnykh pokazateley”).
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Cooper [2016a] for an extended discussion concerning the State Armament
Programme’s relationship to the budget).

Although level 9 includes a relatively large number of budget codes, the amount
is small in rouble terms, as can be seen in Figure 5 and Table 2a. Interestingly, the data
shows that there are no less than 22 nominally non-military government bodies captured
by level 9 and associated with expenditures on the SDO in addition to those captured by
other levels. Table 3 shows how expenditures in level 9 are distributed among these 22
bodies (i.e. budgetary managers) in the period 2011-2018. The largest share is
associated with the Ministry of the Interior, although the amount has decreased in recent
years, presumably as a result of the transfer of the interior troops to the newly formed
National Guard (which is captured by levels 3 and 5).

[Table 3 about here.]

Level 10 also relies on information provided by the purpose and type code and
captures expenditures on a wide range of government entities, including some of a
paramilitary nature. Several of these entities are defined as so-called ‘militarized
organizations’ (Voyenizirovannyye organizatsii) in Russian legislation, meaning that
they are entitled to use combat weapons and often that they are organized in a military
hierarchy and into military formations (voinskiye formirovaniya). The militarized
organizations are defined in article 5 of the law “On weapons” and comprise 14

entities. 1* SIPRI’s definition of military expenditure includes paramilitary forces “when

14 Full reference: Federal law No. 150-FZ “On weapons” of 13 December 1996 (Federal 'nyy
zakon ot 13 dekabrya 1996 goda N 150-FZ “Ob oruzhii”). The law lists the militarized
organizations by their respective functions rather than by name, but can be assumed to
include the following: the Ministry of Defence, the Ministry of the Interior, the National
Guard, the EMERCOM, the Federal Security Service (FSB, Federal 'naya sluzhba

Page 30 of 89



judged to be trained and equipped for military operations” (SIPRI 2019a). We do not
suggest that all expenditures captured by this level fall under that definition but include
them for the sake of completeness and for the purpose of establishing an upper bound
for military expenditures.

As seen in Figure 5 and Table 2a, level 10 is the second largest level in rouble
terms after level 1, which suggests that these partly militarized organizations indeed
form a large part of the Russian government. This is an indication about the degree of
militarization of Russian society. Even if these resources are not directly related to
military expenditures, it could be argued that they provide the Russian government with
a significant and readily available reserve to be drawn from. There is indeed a special
unit within the Ministry of the Interior tasked with organizing wartime mobilization
preparations, and according to information on the Ministry’s website, some individuals
from this unit were taking active part in combat operations in various conflicts,
including World War 2, the war in Afghanistan, as well as interethnic conflicts in

Uzbekistan, Nagorno-Karabakh and the North Caucasus (MVD 2014). *° The budget

bezopasnosti), the Foreign Intelligence Service (SVR, Sluzhba vneshney razvedki), the
Federal Protective Service (FSO, Federal 'naya sluzhba okhrany), the State Courier
Service (GFS, Gosudarstvennaya fel'd’’egerskaya sluzhba), the Federal Penitentiary
Service (FSIN, Federal naya sluzhba ispolneniya nakazaniy), the Federal Bailiffs Service
(FSSP, Federal’'naya sluzhba sudebnykh pristavov), the Federal Customs Service (FTS,
Federal 'naya tamozhennaya sluzhba), the Main Directorate of Special Programmes of the
President (GUSP, Glavnoye upravleniye spetsial 'nykh programm Prezidenta), the
Prosecutor’s Office (Prokuratura) and the Investigative Committee (SK, Sledstvennyy
komitet).

15 Specifically, this unit is the Directorate for the organization of mobilization preparations of

the Department for state service and personnel of the Ministry of the Interior (Upravleniye
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terminology sometimes uses the expression “expenditures on military personnel or
persons of equal status.” Without dwelling too much on the meaning of “persons of
equal status”, we note that there are at least two relevant federal laws from 1998 that
govern the status of military personnel: the law “On military duty and military service”
and the law “On the status of military personnel.” 1® The first one of these laws includes
a legal definition of the term military service’ (voyennaya sluzhba), which specifies in
which government bodies military service can be fulfilled (Article 2, item 1). 1’ Table 4
summarizes how expenditures in level 10 are distributed among different government

entities, with notes indicating, respectively, those entities that are militarized

organizatsii mobilizatsionnoy podgotovki Departamenta gosudarstvennoy sluzhby i kadrov
Ministerstva Vnutrennykh Del).

16 Full references: Federal law No. 53-FZ of 3 March 1998 “On military duty and military
service” (Federal 'nyy zakon ot 28 marta 1998 goda N 53-FZ “O voinskoy obyazannosti i
voyennoy sluzhbe ) and Federal law No. 76-FZ of 27 May 1998 “On the status of military
personnel” (Federal 'nyy zakon ot 27 maya 1998 goda N 76-FZ “O statuse
voyennosluzhashchykh”).

17 Similar to the law “On weapons,” the specific government entities are not listed by name in
the law on military service, but rather by function, but can be assumed to include the
following: the Armed Forces, the National Guard (also referred to as ’other troops’
[drugiye voyska]), the military rescue formations of the EMERCOM (also referred to as
"military formations’ [voyinskiye formirovaniya]), the Foreign Intelligence Service (SVR,
Sluzhba vneshney razvedki), the Federal Security Service (FSB, Federal 'naya sluzhba
bezopasnosti), the Federal Protective Service (FSO, Federal 'naya sluzhba okhrany), the
military prosecutor authorities (organy voyennoy prokuratury), the military investigative
authorities of the Investigative Committee (voyennye sledstvennyye organy Sledstvennogo
komiteta), the federal authority in charge of organizing mobilization preperations of
federal authorities (federal 'nyy organ obespecheniya mobilizatsionnoy podgotovki
organov gosudarstvennoy vlasti) (collectively referred to as ’authorities’ [organy]),
military units of the Federal Fire Service (voinskiye podrazdeleniya federal 'noy
protivopozharnoy sluzhby), and special formations (spetsial ‘nyye formirovaniya)

organized in wartime.
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organizations and those that are designated for military service. Any secret expenditures
associated with these organizations will be captured by other levels and are naturally not
shown in Table 4.

[Table 4 about here.]

It should also be mentioned that of all levels in our framework, level 10 is the
one mostly affected by the discontinuities of the budget structure. The discontinuities
arise because the budget codes do not completely overlap before and after the
amendments in 2012 and 2014, respectively (see Table A2 for details). As seen in
Figure 5, this effect is particularly pronounced for level 10 by the increase in 2012 and
the decrease in 2014. These changes in level 10 should not be interpreted in terms of
shifts in resource allocation but rather as a result of the amendments to the budget
framework. On the other hand, when we look at expenditures in level 10 at a more
granular level, we see that there is also a high degree of continuity for individual
government departments, as seen in Table 4. In fact, the discontinuity is almost entirely
accounted for by the Ministry of the Interior. Although this discontinuity of level 10 at
the aggregate level introduces a challenge for the interpretation of our results, the
continuity at the departmental level actually serves as a quality check on our data and
method. Another notable exception from the general continuity in Table 4 concerns the
Prosecutor General and the Investigative Committee in 2017, which both see a jump
from around 100 to 200 million to almost 5 billion roubles captured by level 10. This
jump can only be explained in terms of a shift in resource allocations, since it does not
coincide with any changes in the budget structure.

It is also noteworthy that around 90 % of expenditures in level 10 fall under
chapter 0300 National Security and Law Enforcement, and account for around half of

all expenditures in that chapter. Finally, we note that level 10 has decreased in
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proportion to level 4, from 36 % in 2014 to under 25 % in 2016—2018, a trend that is at
least partly driven by the transformation of the interior troops to the National Guard.
Level 11 is defined to capture all space-related expenditures that have not been
captured by other levels in our framework. This includes budget items which are
explicitly for civilian purposes. We include them for the sake of completeness and
because the space capabilities are such an integral part to Russia’s nuclear deterrent.
Furthermore, it seems reasonable to assume that some nominally civilian uses of space
can also have a potential dual military purpose. This concerns, for example, the
GLONASS satellite navigation system, although some military expenditures associated
with GLONASS are accounted for in chapter 0200 National Defence and thus captured
by level 2. SIPRI’s measure of Russian military expenditures actually include a small
share of expenditures in level 11, namely subsidies to the city of Baikonur, where the

eponymous space port is located.

Limitations of the study

Part of the purpose of drafting, approving, executing and auditing a budget is to produce
transparency, predictability and accountability. Therefore, the safest way to keep
expenditures truly secret would be to keep them out of the budget altogether. But a
budget consists of both expenditure and revenue, so it would be necessary to keep a
similar amount of money outside the budget revenues to achieve true secrecy. It is
possible that entirely secret budgets exist outside the scope of the federal budget, but
our study is limited to only those expenditures that are accounted for in the federal
budget. A possible candidate for such a “black budget” is reported by Cooper (2016b,
36), who suggests that the top-secret GUSP mentioned above might have access to

funds from large-scale commercial engineering activities. However, although such
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forms of financing would serve a purpose for the most sensitive parts of any
government’s activities, it is unlikely that they could come anywhere close to the
official defence budget in terms of scale.

Admittedly, the broader measures that we suggest most probably contain some
items that are neither military- or security-related and should therefore be treated with
requisite care. We have included them anyway since they can be assumed to potentially
serve a dual-use purpose, and because they provide a certain margin to our goal of
establishing an upper bound for military and security expenditure.

Can we trust that the data used in this study is accurate? All the evidence
suggests that Russian financial authorities manage the economy with a high degree of
professionalism in line with international best practices. We therefore conclude with
high confidence that the data is at least broadly accurate. Furthermore, as this study has
shown, Russia has an elaborate system in place for managing the secret parts of the
budget, which in itself suggests, indirectly, that the non-secret parts contain complete
and accurate information. We acknowledge, however, that even with accurate data there
is room for cross-chapter secrecy, intentional as well as unintentional, that is not
captured by our analysis. The lower and upper bounds that we have estimated partly
compensate for this risk.

In their review of fiscal transparency in the Russian budget on behalf of the
IMF, which was conducted in Moscow in October 2013 at the request of Russia’s
financial authorities, Hughes et al. (2014, 8; 33—34) highlighted the share of secret
expenditure as an issue where there is room for improvement. They mention the figure
14 secret percent for the budget as a whole in 2013. As shown in Table 1, this number
coincides with the number we obtain for 2013. Hughes et al. also forecast that the

secrecy share would rise to 25 percent in 2016, which is also in line with our findings.
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Note that the share of secret expenditures in the budget as a whole can be obtained by
comparing the sum of expenditures in the departmental structure of expenditures and
the chapter-subchapter summary. This provides us with a mechanism to double check
that our calculated secrecy shares are correct: we can obtain the total share of secret
expenditures also by adding together all open and secret expenditures at the subchapter

level and compare to the obtained total.

Concluding discussion

The main finding of this paper is that the share of Russian budget expenditures going to
military or security has increased over the period 2011-2019 regardless of the chosen
measure, while at the same time the level of secrecy has increased. This result
strengthens the hypothesis that a “securitization” of the Russian state budget has
occurred over time, in the sense that national security considerations have become more
prevalent in the allocation of resources (Connolly 2018). The suggested lower and upper
bounds for military- and security-related expenditures provide nuance to this general
result. As a share of GDP, the interval becomes approximately 2—7 percent, which
places the standard estimates of SIPRI and 11SS right in the middle of this interval
(Table 2c). As a share of total government expenditures, the interval becomes 10—40
percent (Table 2b). In a foreign and security policy context the lower levels that focus
on external security are probably more relevant, while the higher levels that capture
security in a more general sense have relevance domestically in Russia, not least from a
political economy perspective. Finally, it should be mentioned that Russia’s total federal
expenditures have decreased from an average of 18.6 % of GDP on average in
2011-2016 to 16.8 % on average in 2017—2021, a fact that can be partially explained by

the austerity measures put in place after 2014. That the budget has been influenced by
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the securitization trend is visible also in the level of secret expenditures, which
increased as a share of total expenditures from 12 % to 17 % between 2011 and 2019.
Thus, our results confirm unambiguously that defence and security are prioritized when
the economy deteriorates.

In obtaining our results, we have suggested a method for collecting, structuring
and analyzing Russian budget expenditures and their share of secrecy in a reproducible
manner, and this method has enabled us to provide an unprecedented level of empirical
detail. Although our focus has been military and security-related expenditure, the

method is applicable to all expenditure areas in the Russian budget.
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Figure 1: Shares of secret expenditures in the Russian federal budget, 2011-2021
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Figure 2: Shares of secret expenditures in some military and security subchapters
of the Russian federal budget, 2011-2019
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Figure 3: Shares of secret spending in some non-military subchapters of the
Russian federal budget 2011-2019
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Figure 4: Shares of secret spending in some non-military subchapters of the
Russian federal budget, 2011-2019 (subchapters with decreasing trend)
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Figure 5: Military and Security Expenditure as a Share of Total Government

Expenditures of Russian Federal Budget, 2011-2021 (Accumulative Levels)
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