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74,p = 3,and n = 4 estimating ¢ = 63, and i = .10; and assuming a = 3, the equation
above yields an estimated World War 11 cost of 3.9 years of 1940 consumption.*

Although the actual size of 1940 consumption is not relevant to Millar-Linz's indirect
approximation of war cost in consumption years, it s a significant determinant of the com-
parable direct calculation made by the Soviets. Millar-Linz, perhaps because of the mis-
taken belief that their indirect measure is in terms of years' earnings (they so label their
results), or perhaps because they simply equate carnings and consumption in their indirect
analysis,” calculate the comparable Soviet direct measure by dividing the Soviet estimate
of total war cost by their own estimate of total carnings of the employed population. This
earnings-consumption figure s derived essentially from estimates—primarily from West-
emn sources—of population, the dependency ratio, the structure of employment, and the
average annual wage in agriculture and industry in 1940. In my view, their procedure
seems inordinately convoluted and prone to miscalculation.

For example, their intent being to estimate the average wage, Millar-Linz accept Abram
Bergson's sectoral estimates of employment in determining the weight to be given average
agricultural and non-agricultural annual wages.* But given that this average wage—346
rubles—is to be multiplied by employment, Millar-Linz could have most reasonably uti-
lized Bergson's estimate of fotal employment of 815 million, which appears in the same
table. This would have yielded a Soviet dircct estimate of war cost of 6.5 years’ earnings.
Instead, they use a separate estimate of population and dependency ratio to generate the
employment figure of 72.1 million implicit in their calculation of 7.4 years’ carnings.’

Again, in calculating the overall average per worker, Millar-Linz approximate average
annual earnings in all of agriculture (50 percent of total employment) with Bergson and
Hans Heymann’s estimate of the average annual wage of 2.6 million agricultural workers
outside of collective farms (3 percent of total employment).* But a major contribution of
Bergson and Heymann’s study is in its direct calculation of total household income cur-
rently carned, 29.7 billion rubles, which would yield (using Bergson’s measure of total em-
ployment) average annual carnings of 365 rubles, and imply a Soviet direct estimate of
war cost of 6.2 years.”

Given their conception of war cost, however, the deficiency inherent in the Millar-Linz
approach is far more serious than a possible miscalculation of earnings: the approach itself
is fundamentally erroneous. None of the approximations above meets a basic require-
ment, which is that if a comparison is to be made between the direct and indirect estimates

* Curiously, in discussing the impact of changes in the values of their estimated parameters, Millar-
Linz state that ... halving the capital-output ratio or doubling investment's share in national in-
come during the war years is approximately equivalent (o 10 percent decline in the share of con-
sumption in national income during the same period” (“Cost of World War IL,” p. 961, n. 10). Yet it
is evident from my equation (1) above that decreasing the capital-output ratio by aa will decrease war
cost in consumption years by (paa)/c*, while a decrease in either c or i by an amount (¢ + i) will
increase war cost by [8n (1 ~ p) (c + l/c*. Thus, the initial parameter values given by Millar-Linz
require for an equivalent impact that the following relationship holds: a/ = 2.27. The negative im-
pact from halving the capital-output ratio (a = -5), then, would be matched by a 22 percent increase
(8= 22)inc+it0.89 It follows that contrary to Millar-Linz, halving the capital-output ratio is
equivalent 1o cither a 25 percent increase in the share of consumption in national income, or a 160
percent increase in investment's share in national income during the war years.

* *Assume that total annual consumption outlays in 1940 may be approximated s the weighted av-
erage annual wage (346 rubles) times N, cmployment.” Ibid, p. 960.

© Abram Bergson, The Real National Income of Soviet Russia since 1928 (Cambridge, 1961), p. 443,
‘Table K-2.

7 Frank Lorimer, The Population of the Soviet Union: History and Prospects (Princeton, 1946), pp.
183, 226.

» Abram Bergson and Hans Heymann, Jr, Soviet National Income-and Product, 1940-1948 (New
York, 1954), p. 111.
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of war cost, both should be delineated in identically defined 1940 consumption years. That
is, since the .74 propensity 1o consume parameter utilized by Millar-Linz is from Soviet
sources, their result is in terms of 1940 consumption—consumption as defined and mea-
sured by the Soviets. A meaningful comparison, then, requires that the Soviet direct esti
mate of war cost be divided by a Soviet estimate of consumption in 1940, Western esti-
mates of Soviet consumption, although readily available, will not do, because of the
radical differences between Soviet and Western definitions of national income and con-
sumption, and measurement of growth.

A Soviet estimate of 1940 consumption may be readily derived from the war cost data
provided by the Extraordinary Commission, and cited by Millar-Linz." The 67.9 billion
ruble estimated loss in capital stock, representing 30 percent of the prewar stock, implies a
Soviet measure of prewar capital stock of 226.3 billion rubles. Given a capital-output ratio
of 3, national income in 1940 would amount to 75.4 billion rubles. Given the Soviet pro-
pensity to consume in 1940 of .74, consumption would amount to 55.8 billion rubles. The
Soviet estimate of war cost, 184 billion rubles, would then be equivalent to 3.3 years of
(Soviet-measured) consumption.

Contrary to Millar-Linz’s conclusion, then, the two measures of war cost are remark-
ably close. To the extent that the Soviet claim of  two Five-Year Plan cost was based on
their direct estimate of war cost, that estimate—and thus the claim—is not inconsistent
with the indirect estimate made by Millar-Linz.

19 See, for example, Bergson's discussion of these differences (Bergson, Real National Income, pp.
178-94). In regard to the size of consumption in 1940, Western-Soviet disparity may perhaps be re-
flcted to some extent in the peroeived divergence of national income growth from 1928. The Soviet
official measure of national income (in 1926-2 rubles) by 1940 was over five times its 1928 level; over
the same period, Bergson's 1940 estimate of national income (in 1937 rubles) was less than twice his
1928 estimate (ibid., p. 180, Table 43)

“Cost of World War I1,” p. 959.




