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PREFACE

The scientific analysis of economic statistics and the carefui prepa-
ration of accounting data of course antedate the World War. But that
periad of intense activity and long-felt results gave a new stimulus to
the previously slow development of both statistics and accounting as
scientific instrumentalities, Tweo technics have grown up, as it were,
side by side, yet without much interchange. But accountants are
coming to realize that their art is, in some respects, purely a statistical
operation, that of recording and classifying data, and that most of the
items reported in the financial statements constitute data for statistical
series of very great importance. Economic statisticians on their side
are becoming aware of the rich data-source which lies undeveloped in
accounting.

When an economist who teaches statistics and a certified public
accountant who lives his accounting as the comptroller of a large
enterprise are closely associated for some time, it is not unlikely that,
sooner or later, these developments will enter into their discussions,
and that presently the possible union of statistics and accounting for
certain purposes will suggest itself. Out of such discussions comes the
present sketch of an area wherein the union of these two technics may
easily establish a new high-water mark in the development of both
fields of study.

Accountants will recognize the arrangement of the data in the
proposed “National Balance Sheet and Income Statement” as the
familiar working papers for compactly expressing the opening balance
sheet, the closing balance sheet, and the interim transactions that
explain the changes revealed. Statisticians will recognize the data
used as drawn from familiar statistical sources with considerable
freedom. The insufficiency of present-day statistical sources for any
such comprchensive purpose will be made evident in the text.

Perhaps the time will soon come when national statistics may be
assembled for the specific purpose of a coordinated display of the
state of the nation; perhaps we are even now on the verge of a period
of better understanding and mutually profitable interchange of ideas
by accountants, statisticians, and economists, If this brief preliminary
survey of the possibilities shall be even a small stimulus toward the
accomplishment of such ends, the authors will feel amply repaid,

Throughout the study the term ‘“Tconomic Planning” has been
avoided because it has so many possible meanings. In its stead, the



words “LEconomic Coordination” and “Economic Proportionality”
have been employed. In this way it is hoped to avoid possible con-
fusion of thought,

We wish to acknowledge our indebtedness to the Bureau staff for
their help in editing the manuscript,

Frawg G, DickINsON
Franzy EakIN
Septetnber, 1936,
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I. ECONOMIC COORDINATION

The course of economic history does not run smoothly, nor does it
show a series of close-set peaks and valleys of action and reaction.
There are variations and changes, some sharp and noticeable, many
only slowly manifesting themselves. When, for any reason—severe
depressions, exiensive wars, or the like—the variations are swift and
violent, there are troubled times because innumerable established
relationships are then disrupted. The effects of changed conditions
upon different individuals and interests are bound to be unequal, and
the reactions or rebounds that follow are in turn varied. Things get
out of balance; a relative equilibrium once disturbed is difficult to
restore, yet the restoration of a workable degree of coordination s
vital,

Experienced business men have long been learning the lessons of
preparedness—that is, lessons in looking ahead for such poor clues to
the future as our intelligence has been able to discern. Financial and
economic statistical data and the technics of statistical analysis have
vastly extended the business man's vision of the distant horizen. Great
developments in accounting, such as cost finding and budgeting, have
deepened the business man'’s understanding of the interaction of details
germane to his economic and financial affairs. Out of the combina-
tion of these two he has built a technic of planned coordination, which,
imperfect—even deceptive at times—though it be, still constitutes a
far more effective approach to the solution of administrative problems
than business men have ever had before.

The question then appears: Cannot something of this same technic
be used as an apprcach to our national problems? Troubled times are
national as well as individual; the need for some vision of distant
horizons is the same; definite goals must be selected in both cases and
coordination sought in an effort to regain an acceptable degree of
equilibrium and a sound inner proportionality. Cannot the technics
of the statistician and the accountant be combined in the national
interest as effectively as in the interest of individual business
enterprises?

Specifically, 1s it not possible to obtain and organize statistics of
national income, costs, wealth, debts, etc., according to the technic of
working papers and consolidated balance sheets by which accountants
combine widely scattered data into compact schedules? Tt should be
just as feasible to view the total national wealth as the wealth of an
individual at two different dates; it should be possible to organize
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sources of data in such a manner that the net increase or decrease in
national wealth between the two dates could be broken down into
analytical, enlightening details, as is done by a business enterprise for
its wealth changes.



IT. A NATIONAL BALANCE SHEET

In a specific business enterprise one can turn to records of past
events—sales, purchases, equipment, employment, prices—to get a
picture of the status of that enterprise and prepare plans for the
future. Tf consolidated statements, schedules, and accounts are avail-
able for all the members of a trade assaciation, business men can use
such statements as an aid in formulating their future program for
the entire industry and the role that the individual companies will play.
Unfortunately business men do not also have a national balance sheet
and income statement to guide them in their enterprise and judgment.

This study advocates the development of account-statistics for all
economic activities in the United States in order that it may be possible
to view business activity in full perspective—-a hazy view, perhaps, but
properly proportioned.*

The National Balance Sheet and Income Statement herein pre-
sented 1s scarcely more than a pro forma statement. Each figure must
be accurate it order to present a current estimate of the net worth

*T'he nearest approximation to a national balance sheet that has come to
our attention is shown in the tables on pages 10, 11, 13, and 199 of Robert R
Doanc’s The Measurement of Awverican [Fealth. 1n these tables, a reasonably
accurate statement is made of the items of “real” or fangible wealth. The
statements of the items of “liquid” and "necgative” wealth are incomplete and
suggest that the author’s concepts and understanding of these phases of wealth
are inadequate. Furthermore, no serious attempt s made to portray the means
by which changes occur in the balance-shect amounts from time to time, nor are
the clements of wealth refated to the production and consumption or saving of
income,

The net worth stated in the National Balance Sheet and Tncome Statement
that is presented in this bulletin is substantially farger than any published
estimates of national wealth. This is accounted for by reason of the failure of
other estimators to include in their calculations the full atmounts or valuations
of “liquid” wealth which they deducted as “negative” wealth. Few, if any, of the
estimators of national wealth have attempted to include all the elements of
“liquid™ and “negative” wealth.

The need for a national balance sheet has been presented in recent articles
by Geurge N. Peck, although his main interest has been in the recording and
summarizing of the international position of a nation resulting from transactions
in international trade and finance,

The idea of a national balance sheet has been sketched hy Proiessor Morris
A. Copeland, “Nationa]l Wealth and Income—An Interpretation,” fournal of the
American Stulistival Association, Vol. XXX No. 190, June, 19335,

Frederic A. I'elano has also sunggested such a statement in “QOur Nation's
Bzlance Sheet,” Retiere of Rediewr, Vol 93: 28, February, 1936.

For a difficrent view sec Wassily W, Leontief, *“Quantitative Input and
Output Relations in the Econoemic System of the United Siates,” The Review
of Feonomic Statistics, Vol XVII1: 3, August, 1936 (Cambridge, Mass.)
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of the entire national economy. Each item is important enough to
warrant careful calculation,

Even if all the figures used in this national summary had been
taken from the works of outstanding authorities on these items, the
composite result would have been questionable because of overlapping
concepts and conflicting definitions. Furthermore, it has been necessary
to make estimates for varions items not previously calculated; some
of the estimates are scarcely more than guesses. The major purpose
is to develop a concept and to strive for a reasonable degree of
accuracy in the figures used to illustrate this concept. It would be
confusing to include a lengthy appraisal of the methods here used and
of the figures of other students whose results were employed. If
more than one estimate was available, the one used herein was selected
usually because the concept employed fitted the accounts best. Tt is
not intended at this time to defend the adequacy of either the estimates
made or the selection of figures from previously published sources;
the desire is rather to suggest a research program,

The National Balance Sheet and Income Statement provides an
accounting tool especially useful to those interested in the development
of economic statistics by governments, private agencies, and indi-
viduals. A large mass of information has been compiled on many of
these items, but there has been no device for testing their unity or
completeness. The use of a national balance sheet and income state-
ment constittes a unigue method of presenting these figures for a
large number of separate items in a form that reveals changes in the
individual items, as well as increases and decreases in the net worth
of our economy from vear to year. The gaps which have been found
in the information indicate some of the important types and kinds of
economic statistics that such agencies should supply in the future.

It is reasonable to suggest that the several fact-gathering agencies
of the federal government could use this accounting device as one
measure of the adequacy of federal business statistics now being col-
lected. Tt affords an important test of unity and completeness; it dis-
closes some very important retationships between items; it reveals the
“state of the naton™ at a glauce, as well as many important factual
changes that have taken place during the year.

There should be scparate balance sheets, income statements, cost
accounts, and special schedules for every industry or economic group;
in fact, these data for the several important groups should be compiled
first and later combined and consclidated into the one national state-
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ment. This process of building up a larger and ever larger picture
by combining the statements of the separate industries would wtilize
most of the economic statistics now available as well as new types and
kinds of information.

The chief value of such a master check-list would not be to
belittle fact-gathering surveys but rather to reveal clearly the wide
gaps in our present knowledge of the totality of economic activity.
This master check-list would show the need for expanding our infor-
mation rather than prove an argument against present or proposed
statistical research prajects.

One of the inherent difficulties faced in the project was the general
question of segregating the governmental items from the private or
non-governmental. The balance sheet and income statement for all
local, state, and federal government economic operations should be
shown separately and in a consolidated form; these governmental
accounts should be classified into producer aud consumer accounts
according to the nature of the economic activities. So desirable a
treatment of public or governmental accounts is far beyond the
limited scope of this study. Governmental items have therefore been
recorded in both consumers’ and producers’ accounts, according to the
apparcnt character of such governmental economic operations. The
careful preparation of a nattonal balance sheet and income statement
of all governmental economic activitics with the necessary supporting
accounts and schedules for the current year (1936) would be a large
research undertaking.



III. AN EXPERIMENTAL SAMPLE

The following pages are, for the most part, devoted to an illustra-
tion of a balance sheet and income staterment for the nation, The
purpose is to show the feasibility of the idea and to provide a pro-
cedure so that the way will be paved for more accurate and useful
statements in the future.

The year 1929 has been selected for demonstration because the
available data for that year are greater than for any subsequent year.
Faxtensive use has been made of secondary scurces in which the pri-
mary data have been summarized; summaries for more recent years
will doubtless appear later. The considerable expansion of various
special types of data—e.g., income and sales tax returns—during the
past twa yvears offered strong inducements to use 1934 or 1935. The
amount of census data available for the closing year of the last decade,
however, was the determining factor in the selection of 1929 as the
most feasible year for the present use.

As shown Ly the accompanying statement® there are four distinct
divisions or parts in this Balance Sheet and Income Statement of the
nation. The first pair of columns shows a balance sheet or inventory
of our economy for the end of 1928. The second pair of columns gives
a record of the transactions of the entire year of 1929 shown as debits
and credits. The third pair of columns shows the sources of the
incomes during the twelve months and the disposition of those in-
comes, The last pair of columns is a balance sheet or inventory of
the economy for the end of 1929, The plan of this summary statement
is to show the assets and net worth at the end of the preceding year
and at the end of the current vear, together with the transactions
during the year which account for the changes. The changes in net
worth are recapitulated in summary form in a footnote at the bottom
of the table on pages 14 and 15,

The net worth item is the end figure of the calculations. The
present usage of this accounting term roughly coincides with the con-
cept of national wealth. It is the halancing item and its accuracy
depends upon the accuracy of all the items which 1t balances; a net
worth of $3687 billions for December 31, 1928 and $583.9 billions for
Trecember 31, 1929 are balancing figures and not estimates of national
wealth previously published. The totals of $1063.7 billions for the
first pair of columns, as well as the totals of the second and fourth

JAnother statement, identical in data and form, but with items cross-
referenced, is presented on pages 28 and 29.

12
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pairs, in general, have little meaning. The third pair of columns, how-
ever, shows a national income of $82.1 billions, plus $0.1 billion, the
net change in the volume of money in circulation.

There are both debit and credit entries for most of the transactions
during the year; that is, there are sales and purchases, costs and in-
comes, payables and receivables, deposits and withdrawals, exports and
imports, etc. The debit and credit for many items are almost equal;
the difference is usually the same as the difference between the balance-
sheet itemn at the beginning and at the end of the vear. For example,
the amount of gold, silver, minor coins, and currency in the banks
was $3.7 billions on December 31, 1928 and $4.1 billions on the last
day of 1929; this increase of $0.4 biilion is exactly equal to the excess
of the transactions debit of $11.6 billions over the transactions credit

. $11.2 billions. Not all the transactions entries are of this type;
they with be given further attention.

The income and disposition columns reveal the distribution of the
national income of $82.2 billions for the year 1929: for example,
$4.9 billions was devoted to land improvements, new buildings, and
equipment and $1.8 billions to additions to inventories—all items in
producers’ wealth.

As shown in the analysis at the bottom of the statement, the net
worth of our national economy increased $15.2 billions during 1929 ;
$6.7 billions was the net addition to our supply of capital goods {gross
of $I1.1 billions less $4.4 billions consumed in production); 81.5
billions the net addition to consumption goods {$8.0 billions gross Jess
$6.5 billions durable goods consumed) ; $0.3 billion increase in invest-
ments abroad; $0.3 billion increase in our stocks of gold and silver;
the hnal $6.4 billions of the increase in net worth was due to price
changes.

This Balance Sheet and Tncome Siatement has been prepared from
the viewpoint of the nation’s economy; iu that sense the viewpoint is
neither that of business nor government but rather that of the totality
of the cconomic activities of all the persons composing a stngle nation,
These items may he thought of as expressive oi the means by which
meome s produced, distributed, and consumed; these transactions
account for all the changes which occur in wealth from one year to
another,

The term “wealth” has a rather definite memug in economic
discussions. In its primary and classic use it has reference to the
physical goods which serve to satisfy the wants of man and which are
of such limited quantity and such a nature that man may assert owner-



NATIONAL BALANCE SHEET AND INCOME STATEMENT FOR THE YEAR 1929

Billiona of Dollars

Balance Sheet
End of Year

Balance Sheet . Income and
Accounts Beginning of Year Transactions Dispasition
WEALTH debif credil debit credit debil credit
Producers': (not including bankers)
Lands .. 33.1 45.0 4.9
B ngs and equipmem}........... .............. 325.0 e
Inventores. . ... veavvenras e 48.3 P 199.8 198.0 1.8 | ...
Consumers’;
Landd .o e s AP 6.2 | ..., 11.1 1.1 Caas .
Ruildings and equipment.. .......... . ..o, 53.0 | ..... 6.7 2.6 3.5 -
Chotte)e, et e e wme | ... 4.5 3.9 4.5 e
Inlernational:
Receivahles and equities nwned} .................. 18.6 ven 6.3 6.0 3 PPN
Payables and equilies sold . o
Banking:
Gold, silver, minor Cﬂiﬂs}» 3.7 . 11.6 11.2 4 .
Carrency . PN
Loung ated other receivables. ... .. ... ol 63.2 | ..... 1801 18.6 | ... | ...
Deposits and other payablea................ .00 L 59.0 935.1 935.0 [P
Tangible property................ .. e 2.2 | ..., e R
Capital stock NP 3.0 1.7 1.8 . .
SUIPIUS . e e e e[ e 6.2 .6 1 O
Credits:
Money in circulation. . .. 33.4 33.8 1
Receivables. . ... 267 .8 261.9 -
lyestments. .. 272.9 271.5
Payables. ... ... ... ... 253.1 256.0
Corpurate stocks putstanding.. ..., . vevees 269.0 272.7
Corpurate surplus. ................. e eerraaas O T -~ T R )
PRODUCTION AKD CONSUMPTION
Business Units:
N I P Y .
Purchages. . ........ 115.4
Salarics and wages . AN 53.5
Depreciation and depletion.......... A e 1.4

debil credil

3330
501
36.2
57.1
7.5
25.7 6.8

4.1 R
&7 ] ...
..... 8.9
2.2 ] ...

..... 4.0

. 6.1

4.7 | e
1996 | ...
244.5 [ ...
..... 267.9
..... 109.8
. - 55.1

2!

$5 'ON NLITING



NATIONAL BALANCE SHEET AND INCOME STATEMENT FOR THE YEAR 1929 (Concluded)
Billions of Dollars

Balance Sheet T . Income and Balance Sheet
Accounts Beginning of Year ransactions Disposition Eud of Year
Husiness Peits: {Concluded) debit credit debit credil debit eredit debit credi)
B T, 2T 6.5 8.3 | ... R P T
Rentsand royalties. ... o oooiiiiod ceees e 4.2 1.3 | ... ] oo e e
IIEeTost . o e R 7.1 2.2 | ... P N P
Dividenda. .. ..o e e P 6.0 T T, R
Withdrawals. ..., ... e e 12.¢ | ... . Ceres . .
Net inereased value retained in businesa units, . .. ... T e e 1.6 R
INDIVIDUALS
Income:
Sularies and wWageS ... e e e . .. 53.5 . 535 L ... .
Rents and rovalties. . ..o iiiii i raiiie i inans T e 4.9 | ..... 2.8 | ..., e
T [ e T 5.9 . 4.9 | ... ] L.
Dividends. ... .o oo i P L (I N 6.0 . 6.0 | ..., P
Withdrawala. . ... ... e e | e e 2.9 . 12.9 4 ... RN
T LT 1 SR O . . I .3 PN P
Capital gaibi. ... . i e e e e 6.4 . P R .
Consurmplion:
Food . . 19.8 19.8
Home. 21.5 19.5
Attire. .. .. . 1.1 1.1
Other living .. .................. o 17.4 6.4 ..
Depteciation and obgolescence. . ... ..o 6.5 “ie T S R [P
NeT WoRrtit. . ... coiuanes TR e 568.7 B O P BN 583.9
BT S 2 063.7 1063.7 2802 .9 2802.1 82.2 82.2 1092.5 1092.5
ANALYSIS OF CHaNGEs 1N NET WORTH Nore A: The amounts stated for balance sheets,
568.7 income, and dispositinn are based wpon data believed to

Balance beginning of period
Add:

Additions to capital gods. ... ...

Lesa: Capital guods consumed in pro.dluctiun ...........

Additions to comsumption goodr. . .. oo e
Less: Permanent consumption goods consumed........

[ncrease in investments abroad .. ..., ...
Discoveries and imports of gold and eilver.

Advances in values due to price changes. . ............

Balanceend of year. ... ..o ivviiiinnns

RS L S |

. 4.4 6.7
o B
... 6.5 1.

be reasonably accurate. The amounts stated for trans-
actions are estimated from data contained in certain
incompleted tabulations.

.. Note B: All the amounts stated are subject to
revision as further research work is completed.

ANONODH S,NOILVN FHL J0 JIIHS HONVIVY V¥

SI
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ship of them. This primary and classic meaning does not necessarily
include the idea of valuation in terms of dollars or any other monetary
unit. With the development of our elaborate and intricate economic
systems there have developed methods of valuation of these items of
physical wealth ; these valuations are expressed in terms of dollars and
other monetary units. In the National Balance Sheet and Income
Statement these valuations of physical wealth are stated m Items 1 to
5,7.9, 10, and in the corresponding items in the other sections of the
Balance Sheet. {See pages 28 and 29 for numbering of items.)

Concurrent with the development of the idea of valuation in terms
of monetary units, certain other concepts of wealth came into being.
These concepts are “liguid” wealth and “negative” wealth, and, from
the standpoint of a national economy, the additional concept of “inter-
national” wealth.

Tiquid wealth refers to the claims of persons against other persons
when such claims are to be paid in monetary units, physical weaith,
or services to be performed. In the National Ralance Sheet and
Income Statement. Items 8, 11, and 12, and the corresponding items
are measurements of this kind of wealth.

Negative wealth is the opposite of liquid wealth. Tt is expressive
of the liabilities of persons to other persons, which liabilities are to be
liquidated by payvment of the monetary units, goods or services. Items
13 to 18 and the corresponding items are expressive of the amounts
of such negative wealth.

In a world economy the totals of liquid and negative wealth are
always equal in amount. In a national economy there may be some
difference ; but such a difference is a portion of the international wealth
item. International wealth has meaning only as it relates to a national
economy of to some phase of a national economy. It expresses both
receivable and payable claims of persons (and government) of one
national economy to persons (and government) of other national
economies, It is possible for the concept of international wealth also
to include elements of real or physical wealth. In the National Balance
Sheet and Income Statement, Item 6 and the correspondimg items are
expressive of this kind of wealth. The estimates employed for inter-
national, fiquid, and negative wealth do not always conform to the
concepts as stated. Further rescarch will permit the reclassification
of certain elements of these estimates, so that the economic Balance
Sheet and Income Statement of the nation will tend to record measure-
meats in accordance with the concepts presented. Investigations of
these elements suggest that in both a national and a world economy
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the actual measurements of these four kinds of wealth do conform to
these concepts.

The net income produced should be understood to be the value
that is placed upon the net quantity of goods and services that is
produced by all the citizens of an economy. Income paid out is the
net amount paid by all business units for wages and other costs in-
curred in the production of goods and services. It also includes the
amount of dividends and distributions of profits that are paid by
business units to individuals. Income received by individuals is the
same in amount as income paid out, but represents the receipts by the
individuals rather than the dishursements by the business units.

Income produced and income paid out are seldom, if ever, equal in
amount in any period of time. The difference between these two totals
15 the amount which is retained by business or which is disbursed by
it in excess of the values of goods and services which it has produced.®

Income consumed by individuals is the value of the portion of
income produced that is used by individuals in the satisfaction of their
wants. Income saved is the difference between the income produced
and the income consumed by individuals,

These concepts may not be so complete as they should be; it is
likely that the measurements stated in the National Balance Sheet and
Income Statement are not i exact conformity with these concepts. It
is quite possible that further research along the lines here indicated will
clariiy the concepts used and will also make possible more accurate
measurements and statements of amounts.

The term "Transactions,” the caption of the second pair of columns
in the exhibit, includes all dealings involving the transfer of values
between persons—the purchases and sales of goods and services, and
the claims receivable and liabilities pavable that arise out of these
transactions. Furthermore, it includes all settlements, regardless of
how made, between persons for their purchases, sales, receivables, and
payables, and any adiustments of values whether they arise from
reappraisals, depreciation, depletion, losses, or other causes. The
Balance Sheet and Income Statement, as a whole, is a summary
designed to reveal the action of the causes of economic activities and
the relationships of changes in any of these activities to changes in
other activities.

The Balance Sheet and Income Statement of the nation is an

For a more detailed explanation of these terms sce National Income,
1929-32, Senate Document No., 124, 73rd Congress, 2d Session,
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adaptation of the form of the working balance sheets and income
statements generally used by the accountant. As the statement is
here presented, the accountant may criticize it because a departure
from strict accounting practice has been introduced to a limited extent
in the columns captioned “Income and Disposition.” The departure
was made in order to keep the statement relatively simple, and at the
same time to reveal the relationships between income produced,
income received, income consumed, and income saved. Strict account-
ing practice would suggest introducing another pair of columns into
this statement that would show the eliminations that were made in
reducing certain items in the transactions columns to the proper
amounts for the purpose stated above?t

The sources of the figures employed in the balance sheet and income
statement that were taken from published estimates and a brief ex-
planation of estimates which were made for the remaining items are
given on page 27 ct. seg. In this way details are kept from interfering
with the explanation of the figures and their concepts, as well as with
the possible uiility of an accurate balance sheet and mcome statement.
No statements for particular industries and economic groups, cost
analyses, or detailed schedules are included because there is reason-
ably complete material for so few. Furthermore, the preparation of all
or a considerable portion of such tables would require a large staff for
clerical and statistical assistance. A separate set of records and ac-

*The following eliminations, in journal cntry form, were made in order to
reduce the amounts in the Inecome and Disposition columns to net balances,

(Billions of dollars)
Producers {except bankers) Debit Credit
Lands, buildings, and equipment-price changes. .. .... .. . 3.2
Consumers
Buildings and equipment
Depreciation. ... . .. i e 2.7 .
Pricechanges. . ....... ... ... it - 3.3
Chattels
Depreciation. .......o.iveii it e 3.8
Pricechanges.. ... ..., ... . i i, A
Individuals
Income
Rentsand rovalties. ...... ... . ... ... ... euen. . 2.0
Taterest. . . oot e i 1.0
Capitalgain. ... ... .. i 6.4
Consumption
Homie. o e e e e e e 2
Other BVINg. - ... o e 1
Deprecialion. ... .. .o e . 6.

Sitmo o

|
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counts for all governmental activity would be very valuable for im-
proving the data; unquestionably the federal government—perhaps
state and local units also—has played an increasingly important role
in the sum total of all transactions during recent years.

Every gainfully employed person makes decisions which influence
in some degree the course of cconomic events; a seemingly unim-
portant choice, such as a young person’s decision to become a mechanic
or a stenographer instead of a farmer or a clerk, makes its small
imprint upon future business activity. Those who employ only one
worker influence the turn of events. The large corporations give much
direction to economic affairs through their production, purchases, sales,
finance, and labor policies. Lach person, as well as each group, there-
fore, has some influence on the wealth-getting and wealth-using
activities of mankind.

It 15 a source of never-ending wonder to observers of economic
affairs that out of this maelstrom of competition, this vast working
army with many captains and majors but no general, this following of
primitive urges to secure comfort and prestige—that out of these
should emerge an economic system or an economic order. We often
wonder why the merchant has the things we find that we wish to
buy, even articles produced in a foreign land; we did not tell him
what to obtain for us.

Economic coordination within a nation involves some preconceived
notion of the course which future economic events should follow for
the general weliare and of the existence of ways and means of so
directing events that they will follow this course. It is good for men
to dream and plan for the future of their economy. There is nothing
dangerous in attempts at economic coordination except that “direct-
ing” may become “forcing.”

A corporation must look ahead because it sells in the future many
goods and services completed in the present, or at least produced from
facilities now made available. Every business man has to be a business
forecaster whether he wants to or not. He must try to push back the
veil that conceals the unknown future ahead, looking meanwhile at
what lies in the past for possible clues.

How does a corporation do its planning? At the outset the execu-
tives study the accounting records, the balance shect, the income and
loss statement, the cost studies, and the various schedules. Shall a new
product be added? Is the probable margin between price and cost
sufficient to justify the use of funds which might be devoted to other
purposes? Shall plant and equipment be increased?
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By analogy, there comes the suggestion that similar accounting
devices could be used to portray the current state of our entire national
economy. Armed with such information, presented in familiar forms,
the business man should be better able to plan his own operations
intelligently and in keeping with the nation’s business. With such
information, local, state, and federal officials would have the ideal of
a well-proportioned economy always before their minds.

The people of a nation can not know too much about their economic
affairs. long and careful research into the nature and problems of our
economic system must lie at the foundation of this knowledge and the
policies which grow out of it. The development of adeguate national
balance sheets, income statements, schedules, and accounts, covering
each economic group and the entire economy should be a major item
in every program for the accumulation of that knowledge which is a
sine qua non of adequate economic coordination and sound economic
proportionality,

Most of the present day economic principles, theories, and laws
have been developed by a long list of scholars during the past two
centuries. These men approached the study of economics from a back-
ground of philosophy, history, and kindred subjects. The doctrines
they have enunciated and the laws they have formulated and explained
have been based almost entirely upon deductive reasoning. The origin
of such principles does not warrant criticism of the men who formu-
lated them. But it should be frankly recognized that factual materials
concerning the operations of a complicated economic systern were
lacking.

These writers tried to establish an explanation of the functioning
of the whole econoniic systemn without the beneft of a factual picture
of the system which they were attempting to describe, They were
handicapped, furthermare, by the tardy development of accounting and
by the ahsence of comprehensive statements summarizing the affairs
of individual enterprises and groups of business enterprises. Account-
ing has been considered by many of them as too detailed and practical
for their consideration.

The formulation of a balance sheet and income statement of the
nation’s economy with supporting schedules and accounts would con-
stitute an important foundation of fact upon which to build a structure
of economic principles; such summary statements would also offer a
check upon the operation of economic principles previously formulated.
At the very least. such statements would afford many useful illustra-
tions of economic truths.
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It is often said that the distribution of income and the cost of
production are, for the most part, two sides of the same concept.
{pon examination of the balance sheet it 1s found that the elements of
business cost, business income, and individual income are in balance:
that is, items for salaries and wages, taxes, rents and royalties, interest,
dividends, and withdrawals total $92.0 billions (Ttems 37, 39, 40, 41,
42, 43, and $1.8 billions of Item 47) ; the income Items (67, 68, 69, 89,
90, 91, 92, and 93) also total $92.0 billtons, A {further illustration of
the value of this way of presenting “the state of the nation” is seen
it 1ts application to social insurance plans, The only real security for
the gainfully employed population obviously lies in having sufficient
current national mcome from a productive capacity sufficiently active
to produce the volume of national mncome that would be required.

Another illustration of the value of such a national balance sheet
and income statement will be evident in any consideration of the
economic implications of savings. The amount of savings of any
economy c4n he represented only in wealth itself. Bank deposits are
considered assets by their owners; but these deposits are also liabilities
of the banks. The National Balance Sheet and Income Statement
can be used to clarify the confusing and conflicting economic theories
concerning the possibility of investments exceeding savings, or vice
versg, during the several phases of the business cvcle. Accounts
receivable and investments of all types are considered assets by their
owners; yet these same items are also labilities for those persons in
the ecconomy who owe them. The sums of all these types of asset and
Liability in an economy are alwavs equal. To illustrate, the total of
Ttems 8, 11, and 12 is $493.0 billions: the total of the credit or
Hability Ttems 13, 14, 15, 16, 17, and 18 is also $495.0 hillions. The
difficulty with the traditional approaches to the problem of spending
and saving, investments, and debts is that the approach has been made
from the standpoint of either debtor or creditor and not from the
viewpomnt of the whole economy.

The National Balance Sheet and Income Statement has at least
two more cducational uses: it presents a new way of recurding eco-
romic history; it will facilitate the education of business men because
accounting is thetr language.

Much of the confusion encountered by the thoughtful college
student in his first course in economics is attributable to the inability
of his instructor to present a panoramic view or a comprehensive
picture of the entire svstem of wealth-getting and wealth-using activ-
ities of his countrv. The writers of textbooks for these students find
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it difficult, if not impossible, to present such a perspective. The
Balance Sheet and Income Statement should be of real assistance in
formal education in the preparation of subject matter for courses in
economics. Tt will certainly demonstrate that cost and income are two
sides of the same picture; this feature alone will greatly help in the
study of proposed reforms.

Statisticians have been quick to use data derived from the account-
ant’s records in the measurement of wealth, income, and fluctuations
in business activity. Unfortunately these statisticians have neglected
to adopt the coordinated summarizing devices of the accountant—
balance sheet, income statement, etec.—-in attempting to condense their
figures into summaries, tables, and charts. Accounting offers not only
the figures but also the concepts that will add to the clarity of statistical
summaries prepared for business people and governmental officials.

Students of quantitative economics will always dream of the day
when they will be able to measure the totality of economic progress;
the more conservative leaders are inclined to agree with the theoretical
economists that it will always remain a dream until someone invents
a measuring rod for the final utility of consumption, the ultimate
reality of economic experience. Those who continue to hope will
welcome a device borrowed from the accountants and will explore its
possibilities in trving to present the changmg picture of economic life.

The difficulty of securing reasonably satisfactory estimates of many
of the 119 items here used will perhaps be advanced as a reason for
doubting the value of research along these lines. It is admitted that
several different estimates—ifor example, the value of inventories—
have been made which do not agree; this same lack of agreement is
apparent in the available estimates of the value of all lands, buildings,
and equipment. These differences arise both from the samples used
and from differences in ideas on valuation. Although larger samples
are being used, the matter of valuation will continue to be a stumbling
block in the way of stahistical agreement, especially in periods of
viclent price fluctuations. What is the total value of our railroads or
of our public utilities? Judicial determination of the rights of equity
and lien holders in businesses affected with a public interest introduces
considerations that make the valuation of utility property more difficult
than the appraisal of other lands, buildings, and equipment not owned
by regulated public monopolies,

Other difhiculties will arise in extending such research. How can a
satisfactory figure for obsolescence and depreciation of consumers
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goods and producers’ durable goods be calculated ?* Every accountant
knows that any figure for depreciation and obsolescence involves either
an arbitrary use of averages or a forecast of the unknown future life-
time of an asset, or both. Qur national balance sheet items could be
at least as reliable as the allowances for these two items made by the
accountants of business establishments. Few critics would condemn
the proposal on this ground alone; planning ahead in business has
been effectively done even though some accounting terms are subject
to somewhat different interpretations by equally qualified men. In fact,
the use of accounting devices seems capable of bringing economic
coordination down to earth, where deficiencies in the factual informa-
tion will be revealed. A {frank recognition of the inexactness of many
of the accounts and concepts used in preparing a national balance
sheet and allied statements would also have its usefulness.

Great progress has been made in the measurement of national
ncome and its disposition. The technic has been improved and the
supporting sample enlarged; hence the resulting estimates are more
reliable. The items appearing in the third pair of columns have been
taken from such studies. These columns will continue to present more
reliable figures than the first two (assets and liabilities) as long as
our estimates of national income continue to be more reliable than
similar estimates of national wealth.

Let us suppose that these difficult and baffling statistical obstacles
will yield to patient and extensive research, and that the educational,
business, and governmental uses of such mational financial statements
will justify the expenditure of a large sum in an expanded statistical
and accounting research program. What else can be said for the
undertaking ?

It scems reasonable to suppose that this type of imformatien would
enable business and governmental leaders to see the need for changes
that should be urged from time to time in our economic and political
structure in order that grave problems may be solved before the
situation gets out of hand. The repeal of laws and the enactment of
laws could thus be better fitted to our changing national, state, and
local needs.

In the past and present, business executives have studied such
data as have been awvailable to them with a view to planning their

*Solomon Fabricant, Measurcs of Capital Consumption, 1919-1933, Bulletin
No. 60, National Bureau of Economic Research, June 30, 1936, This bulletin
arrived too late to be used in making these estimates.
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individual business in such a way that it will balance with the activities
of other business establishments. Their purpose in planning is to
attain a continwous and growing prosperity for their individual
businesses. If their information were more adequate they would be
better able to accomplish this result and in their individual accom-
plishiments would realize for the economy as a whole a healthy ex-
panston. Unfortunately the data that have hitherto been available and
the explanations of the operations of the economy based upon these
data have been so inadequate that individual business men in their
planming have not attained the sound proportionality thev sought. The
fatlure of the business men to attain this balance has been among the
major reasons tor the periods of crises and depressions.

This notton of proportionality is evidenced in the attempt of the
head of every business to maintain a balanced relationship between
the several products which he produces and between his product or
products and the preducts of others. This process also manifests
itself in the substitution by the consumer of another product for the
one that he formerly purchased. Tt is only a short step from this
concept of balance between the different phases of one business to a
balance hetween all the productive efforts in our economy. Tt may
be truly said that neo business plans for a depression; rather it directs
its main efforts toward a continuing increase in the production and
sale of all its products. It seems reasonable that, if the individual
business man (particularly the small business man) had adequate
information as to the operation of the whole economy, he would be
more nearly able always to maintain his business in a state of balanced
growth, or to adjust his business more rapidly to the new conditions
created by any major economic, social, or political upheaval, such as
war, for example, This staterent does not imply that it will ever be
possible in any kind of relationship between business men themselves,
and between them and government as representing the consumers and
investors, to achieve and maintain a perfect adjustment between all
the units which make up the economy; but few would deny that
further progress can be made along these lines,

The greatest problem faced by any business in attempting to ex-
pand its operations is to discover and weasure the ability and desire
of consumers to buy its products, If balance sheets and income state-
ments with accompanying schedules and accounts could be developed
for each industry, a considerable number of the business errors
resulting from such lack of knowledge could be avoided. Very little
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comprehensive information of this sort 1s today avatlable; that which
1s available is not assembled in such form as to aid the business man
i1 his planning problems.

Armed with the records of their own business enterprise and
turther implemented with a clear concept of the place oif that enter-
prise in the whole national economy as revealed by a national balance
sheet and income statement, each economic mnit could more effectively
pltan production, sales, and expansion. Unul this larger picture of the
structure and function of the whole economy is available, business
executives, tabor leaders, merchants, farmers, mining operators, and
governmental officials will continue to make errors that are due to the
lack of such knowledge.



IV. SOURCES

Anyone interested in attempting to verify or check the amounts stated in the
exhibit presented herein, or in expanding or extending the work here begum,
will find much useful information and data in the following sccondary sources.
Robert R. Doane, The Measurement of American Wealth (Harper & DBros.,

New York, 1933).

National Income, 1929-32, Senate Document No. 124, 73rd Congress, 24 Session.
Maurice Levin, Harold G. Moulton, and Clark Warburton, dmerica’s Capacity

iv Consume (The Brookings Institution, Washington, 1934).

Edwin G, Nourse and Associates, America’s Capocity to Produce (The Brook-

ings Institution, Washington, 1934),

Harold G. Moulion, The Formation of Capital (The Brookings Institution,

Washington, 1933).

William Lough, Figh Level Consumption (McGraw-Hill, New Yark, 1933).
Statistical Abstract of the United States, 1934, U. 8. Bureau of Foreign and

Domestic Commerce,

George N. Peek, “In and Out” (Saturday Ewening Post, May 16, 23, and 30, and

June 6, 13, and 20, 1936).

Those who arc interested in primary sources will find many excellent
references in the works named. However, particular reference is made to the
following publications of several departments of the federal government.

Statistics of Income Treasury Department
Reports of the Comptroller of the

Currency Treasury Department
Census of Retail Distribution Burcan of the Census
Census of 1holesale Distribution Burcau of the Census
Census of the Construction Industry Bureau of the Census
Census of Manwfactures Burean of the Ceunsus
Agricultural Yearbook Department of Agriculture
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V. EXPLANATION OF ITEMS IN EALANCE
SHEET AND INCOME STATEMENT

Computation of Items

Tterns 1 to 5 and 95 to 99 were computed from cstitnates published in
Doane's The Measurement of American Wealill. As these estimates do not
conform exactly to the concepts of the study, adjustments were made.

Ttems 6, 25, 54, 81, 100, and 107 were computed from cstimates by George
N. Peek.

Items 7 to 10, 13 to 15, 28, 82, 87, 101 10 104, and 108 to 110 were computed
from reports of the Comptrolier of the Currency.

Items 11, 12, 16 to 18, 105, 106, and 111 to 113 were estimated from data con-
tained in Doane's The Measurement of American Wealth, Statistics of Income,
and other sources.

Irems 19 and 114 are sums of the “real” and “International” wealth of the
economy.

Ttems 20 to 24, 26, 27, 29 to 36, 49 to 53, and 33 to 66 were computed and
estimated from data published by the Bureau of the Census, the Department of
Agriculture, the Comptroller of the Currency, the Treasury Department, and
The Measurement of American Wealth. For several of the items the informa-
tion available was limited and incomplete. In such cases estimates were made
of the probable volume of transactions, using the ratios derived {rom business
experience. It is recognized that further studies may arrive at amounts sub-
stantially different from those stated.

Items 37, 39 to 47, 67 to 76, 83 to 86, and 88 to 94 were computed from
estimates contained in America’s Capacity to Consume and in National Income,
1929-32. ’

Item 38 is from Statistics of Incame,

Items 77 to 80, 115, and 116 are estimates based on data contained in publi-
cations of the Bureau of the Census. These derived items may be subject to
errar hoth as to classifications and amounis,

Description of Items

Item 1—Current valuation of all lands, buildings, eqgmpment, and other mecans
of production. It includes government-owned lands, buildings, ete., that are
used to produce goods or services for consumption. Some of these are capi-
tol buildings, postoffices, public utilities, etc. The tangible wealth of bankers
might have been included here; it has been omitted in order to include it in
the banking section of the statement, so that the nature of banking and its
function in the national economy might be more accurately portraved.

Item 20—Current valuation of all purchases and other acquirements, such as by
gift, mortgage, inheritance, etc., of the elements of wealth included in Item
1. This amount alse includes new constructions, additions, and improve-
ments. Furthermare, 1t includes any increases in valuations as a result of
reappraisals, etc.

Item 49—All sales and other dispositions of the elements of wealth included in
Item 1. Herein are included losses by fire, wind, accident, etc.,, and reduc-
tions in valuation as a result of depreciation, depletion, ubsolescence, and
reappraisals.

Items 20 and 49—Taken together, these items reveal all the changes which
occur during the year in the valuations, changes in ownership of real wealth,
increases and losses in capital goods (except banking), however caused.
These items, when properly analyzed, probably afford a better understanding
of the changes in capital goods than can be acquired by any other means.

27



NATIONAL BALANCE SHEET AND INCOME STATEMENT FOR THE YEAR 1929

Hillions of Dollars
(Reference Numbers in Parentheses)

Balance Sheet

Income and

Balance Sheet

Accounts Beginning of Year Transactions Disposition End of Year
WEALTH debit credil debil credit debit eredil debit credit
Producers': (not including bankers)
tands _ Joorr 325.008) | ........ 53.1(20) | 45.0{3%) a0ty | oo 33300 oL .
Huildings and equipment
AVENLOEION i e e /8312y | ...l 199 8{21) 198 . 0{50} 1.8(78) | ........ S0.1(9¢) | ....... .
Consumers's
Landa. . ..o oL 36.2{3) 111022} 1t 1) | .. 36. 297
Huildings and equipment. 53.0(4) 6.7(23) 2.6(52) 3.5(79) 57.1(98;
Chaltels ... e 76.9{5) 4.5(24) 3.9(5%) 4,5(80) 77.5(%%)
Internuotional;
Keceivablesand cquitiesownedy 18.606) | ....... . 6.3(25) 6.0(54) -3(81) . 25.7(100) 6.8(107)
Puyables aod equities sald
Runking:
Grold, silver, minor Ct'i“ﬂ} ................ Lrn o -11.6(26) 11.2(55) 408y | L
Curreney
Loans and other receivables. o 63.2{K) 189127} 189 6(56) 62.7(102) | ........
Deposits and other payables. . ... o.ooo0 | oo 935.1(28) 935.0(57) 58.0(108)
Tanmible property. .. .... .. A S T U A S S 291 ¢ L § I SN
Capital stock. .. .......... . 19019 1.7{29) 1.8(58) 4. 0109
Surplud .. il e 6.2¢1%) 630} 5(59) 6.1(110)
Credits:
Money in circulation. ... 33.40313 33.5(60) 4.7(104)
Recelvables, . ... ... 267 . R(32) 261 .9(61) 194.6(105)
[itvestments. . 272.9(33} 271.5(62) 244.5(106) T
Payables, . ... ..o o0, 265.0(16) 253.1(34) 236.(H03) .. N 267.9¢111)
Corporate stocks autstanding. . 106, E(17) 269, 0(35}) 272.7(64) 109.8(112)
Corporate surplus. ..o oo, e 54,8018 | ........ L363) 55.1{113)
PrRODUCTION AND COKSUMPTION
Bausiness 1 nsts,
Salew .. e i e aeean P P (RO 199.8(64) | ....... . e PR I .
PUTUINIRES . . oo e e i i i ia s F A R, 115.4{30} N P . P
Sulavies and Wages . ... .. e reriaren T eeaaean 53.5¢37) P Ceeaeran R I LA -
Depreciation and depletion............. R . 4.4(38) | ....... .. s . . paaas
B I T i 6.5(39} 8.3(67) . feeea e .. . P,

8z
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NATIONAL BALANCE SHEET AND INCOME STATEMENT FOR THE YEAR 1929 (Concluded)

Billions of Dollars
(Reference Numbers in Parunthescs)

Income and Halance Sheet

Dispositiun End of Year
debit l credit debit credit
........ i rlesy | Ll NSO
........ 53.5(89)
e 2.9 | ..., PO
........ 4. 9001 P .
........ 6.3(92) .
........ £12.9093)
........ L3(94)
1985 | oo | e T e .
19.5B4) | ... | e b e .
SIS XTS5 T N (OO [P
16.4(B6) | ... .. | coieieen ] eeenn .
................ 583.9(114)
82.2 10025 !um 5

Bal heet ;
Accounts Beg?n:ril;; ﬁf eYeear * Transactions
Business Unis: (Cuncluded) debit credit debit credit
Rents and l(}y"lh.iﬂq TR A (A S, 4.2{40) 1.3(68)
Interest, ... e e ) 7.1(41) 2.2(69)
Dividemds. ..o 0 e ] e PR 6.0042) | .o
Withdrawals ..o e e ] e e 12.9443) ! ...
Net ing reased value retained in business unitsl ........ | Lo FO
INbIvIDUALS
Fncome:
Sularied and Wages . ...t i D [ (Y 531.5(70)
Rents and royallies. oo, cvoioviiiiiiiene] eeevinen 0 veiiaiin b crieieen 4.9
[T L PPN SR R §.9(12)
Dividends, PR 6.0(73)
Withulrawals . - ol 12.9(74)
[T e 1 VUM (RIS SR PR L378)
Capital HIT o i aeciieia i e | e b e 6.4(76)
Consum piion:
Food o e e e N 19.8(44)
Hame . e e e b s 21.5(45}
BN < L T 11. {46}
(ther living R e N 17.4(4T)
Depreciation amd nh'inlekten{:e JR N R TR 6.5{48) !
NEF WORTIL © @ eeeente e aineneesnns e 568.7C18) | ........ 1 JRETeY
TOTALN. o s e 1063.7 2802.1 12802 1
ANALYSIS OF CHANGES IN NET WoRTH .
Ralance beginning of period. ... ..., et e e ireeeeaas 368.7(1%)
Add:
Additions to capital govtda oo i 10115
Less: Capital gnmds consumed in proﬂuchon ...... 3&._;4(38) 6. 70117
Additions 1o consumption goods. . ... ..o .. B0(118)
Less: Permanent vonsumption goody consumed. .. _6.5(48) 1.5(118)
Increase in investmetds abroad. oo ir ot irer i LW 3ED
Discoveries and finports of gold and sl!ver T L¢3
Advanced in values due to price changes .. ........., N e 6.4{706) 15.2(019)

Balance end of year. ...... .....- e, e RPN et an 583.0(114)

NoTE A! The amounts stated for balance
sheets, income, and disposition are based upon data
believed to he reaspnably accurate. The amounts
stated for transactions are gstimated from data con-
tained in certain incompleted tabulations.

Note Br All the amounts stated are subject Lo
revision as further research work g completed
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Item 77—This item purports to state the amount of current savings out of
income which was added to capital goods.

Item 95~This is the same as Item 1 except that it is the valuation at the end
of the vear instead of the beginning of the yvear. The ending figure reflects
changes due to transactions during the year,

Ttems 1, 20, 49, 77, and 95— These should he separated imto their component
parts, such as fand, buildings, and equipment. The data at hand were inade-
quate for such a separation, however useful such an illustration might be.

Itern Z—Valuation of inventories of producers, and also consumers’ goods in the
hands of manufacturers, wholesalers, retailers, and other husiness units
holding the goods for processing or for sale.

Ttem 21—The debit entry for inventories shows the total purchases by all busi-
ness units of goods for processing and sale. This amount is equal to Item
66. It is considerably in excess of the value of the national income, for the
reason that goods are transferred between business units several times
before they are completed and disposed of to consumers or to producers of
capital goods.

Item 50—This credit to inventories represents the sale of goods and services by
all business units to other business units or to consumers. The comments
on Item 21 should be considered in conjunction with this item.

Items 21, 50—These figures in the National Balance Sheet and Income State-
ment 4o not measure inventories in the full concept of that term.

{tem 78—The amount of the current year's income that was saved and invested
in increased stocks of goods.

Item 96— Valuation of the same class of goods as defined for Ttem 2, except
that it is for the end of the vear instead of the beginning.

Items 3, 4, 5—Valuvation as of the beginning of the vear of all lands owned by
government, associations, and individuals for the purpose of consumption
by individuals. The idea of consumption as here used means use for homes,
recreation, eic.

Items 22, 23, 2+—-Current valuation of all purchases and other acquirements of
fands, buildings, equipment, and chattels for the purpose of consumption as
defined in ltems 3 and 4. These items include improvements, such as land-
scaping, roads, fertilization, sewers, etc. They also include any increases in
valuations for any reason whatsoever.

Ttems 51, 52, 53 —These items express the valuation of all sales and other dis-
posals of consumers' lands, buildings, equipment, and chattels. They include
depletion, lasses, and reductions in valuations.

Items 97, 98, 99—\aluation of consumers’ lands, buwildings, equipment, and
chattels at the cnd of the yvear,

Items 79, 80—Amount of current wvear's savings invested in consumers’ lands,
buildings, equipment, and chattels.

Items 23, 24, 52, and 33—The amounts stated for these items appear to the
writers to be considerably less than they should be. Inadequacy of data and
classifications oi some transactions in Items 20, 49, 22, and 51 may account
far the understatement of these amounts,

Item 6—This is a statcment of the net amount of two distinctly different classes
of accounts. The first class is composed of all holdings of foreign proper-
ties and equitics and of all loans and receivables due from foreign govern-
ments and atizens, The second class comprises all properties and equities
owned by foreigners and all loans and other pavables due to foreign govern-
ments and citizens. Data are not avatlable which would permit the segrega-
tion of these different classes of “real,” “liquid,” and “negative” wealth.
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Ttem 25—Amount of all exports, remittances, and payments to foreigners, Ths
atso includes the purchase of amy foreign properties (except such as are
imported) and equities. Increases in valuation of foreign properties and
equities owned are included herein,

Ttem 54—Valnation of all imports, receipts, and payments from foreigners.
Sales of properties {except such as are exported) and equities to foreigners
and decreases in valuation of foreign properties and equities are here
mcluded.

Ttems 25 and $4—1t should be noted that dissimilar transactions are included
in each of the items. If Item 6 were separated inte its component parts,
thesc accounts could be classified properly.

Item 81—Net amount of the current year’s savings invested in foreign proper-
ties and equities, and payment on debts due foreigners.

[tems ¥ and 107-—End-oi-the-yvear valuations of the elements of wealth defined
for ltem 6. Item 100 states the valuation of the first class there defined and
Item 107 states the valuation of the second class. The data used separated
these items as of the end of the year but not as of the beginning of the
year.

Item 7-—Valuation of gold, silver, minor coins, and currency held by the banks
as of the beginning ofi the year,

Ttem 26—Amount of money, as defined by Item 7, deposited in banks during
the year.

Item 53—Amount of money, as defined by Item 7, withdrawn from the banks
during the vear.

Ttem 82—Amount of the current year's savings invested in money. This item
should be considered in conjunction with Item 87. The net increase in
these two items is $0.3 billion, which is the difference between the $0.4
billion increase of moneys in the banking system and the decrease of $0.1
billion of moneys in the credit system. Accounting procedure vequires that
both these accounts appear rather than the difference or net increase. This
increase is the value of “hard moneys” added to the stocks of the national
economy, This increase could arise from importations, new discoveries, and
coinage of money from gold, silver, and other monctary stocks previously
tield by persons or corporations not included in banking.

Item 101—Valuation of money, as defined in Item 7, as of the end of the year.

Ttem 8—Amount of loans and other receivables held by the banks as of the
beginning of the vear.

Item 27-—-Amount of loans made by the banks and of securities and investments
other than real property purchased by the banks during the vear.

Item 36—Amount of loans paid to the banks and of securities sold by the
banks irom their portfolios during the year.

Item 12— Amount of loans and other reccivabies held by the banks as of the
end of the vear.

Item 13—Amount of deposits and other liabilities of the hanks as of the begin-
ning of the year.

{tem 28—Total amount of all debits by the banks to deposits and other liability
accounts. This item should represent all payments made by the persons of
the economy when such payvments are made by checks, drafts, or any simi-
lar negotiable instruments drawn on a banking institution.

Ttem 57—~Total amount of all credits made by banking institutions to their
liability accounts.

Jtems 28 and 57—These amounts are considerably less than a complete tabula-
tion of the transactions would reveal
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Item 108—Amount of deposits and other liabilities of the banks as of the end
of the year.

Ttem O Amount of real estate, buildings, and other tangible equipment owned
by the banks as of the beginning of the year,

Ttem 103—Amount of real estate, buildings, and other tangitble equipment owned

by the banks as of the end of the year.
Comment: In the transactions column there should be recorded the amount
ol sales, purchases and other transactions related to the tangible properties
owned hy the banks. No data were found from which to formulate an
estimate of this item; therefore, it has been omitted. Tt i1s obvious that if
amounis were to appear in the debit and credit columns, they would balance
in this year, since the opening and closing balances were the same,

Item 14—Amount of capital stock of banks cutstanding as of the beginning of
the year.

Item 29—~Amount of purchases, retirements, and cancellations of bank stock
during the year.

Ttem 38— Amount of new issues, sales, and increases of bank stock during the
year,

Item 109—Amount of bank stock outstanding at the end of the year.

Item 15—Net worth of the banks in excess of their capital stock as of the
beginning of the vear.

Item 30~-Dividend payments, losses, and other decreases in surplus accounts
during the year.

Item $%—Profits, gains, and other increases in surplus accounts during the year.

Item [0—Nect worth of the banks at the end of the year in excess of the stack
outstanding.

Item 10—Amount of money in the hands of the public and outside the banking
system as of the begioning of the vear. .

Item 31—Receipts of money from the banks and payments in cash made between
the persons of the economy during the vear.

Item 60—1)eposits of money in the banks and receipts of monecy by persons
during the year.

Ttem &7~Decrease in money held outside the banking system during the year.
Comment: Pertaining 1o Item 82 above.

Item 134—Amount of money held outside the banking system as of the end of
the year,

Item 11—Valuation of all receivables due to persons of the economy as of the
beginning of the year. {Receivables in the nature of open accounts.)

Ttem 32—Amount of accounts opened during the year.

Item 6l—Amount of payments and other liquidations of receivables during the
year,

Item 105—Amount of all receivables in the nature of open accounts due to per-
sons of the cconomy as of the end of the year.

Item 12—Amount of all stocks, bonds, mortgages, and other evidences of in-
debtedness owned or held outside the banking system by persons of the
cconomy as of the beginnimg of the year,

Item 33—All issuance and other increases of the securities defined in Item 12
during the vear.

ltemn 62—Al payments and other hquidations of the securities defined in ltem
12 during the vear.

Item 106—Amount of all stocks, bonds, morigages, and other evidences of
indebtedness owned or held outside the banking system by persons of the
cconomy as of the end of the year,


file:///mount

A Bavaxce SHEET oF THE NaTioN's EcoXoMy 33

ftem l6--Amount of all open accounts, loans, and other payments due by
persons of the economy {excepl banking) as of the beginning of the year.

Item 34—All payments and other liquidations of the liabilities defined in ltem
16 during the year.

ltem 63-—All issnance and other increases of the hHabilities defined in Item 16
during the year.

[tem ll1l—Amount of all vpen accounts, loans, and other payments due by
persons of the economy f{except banking) as of the end of the year.

Ttem 17—Amount of stocks of all corporations (except hanks) as of the begin-
ning of the vear,

Item 35—Amount of purchases, retirements, and other decreases of corporate
capttal stock (except banking) during the year.

Item 64—Amount of all issuance, sales, and other increases of corporate stock
{except banking) during the year.

Items 35 and 64—The definition and amounts stated for these two items may
not conform to the best concepts which should be used. 1t might be reason-
able to inctude the amount of purchase and sales of corporate capital stock
in Ttems 33 and 62,

Item 112—Amount of stocks of all corporations {except banks) as of the end
of the vear.

Item 18--Net worth of corporations (except banks) in excess of their capital
stack as of the beginning of the vear.

Item 65—Net increase in net worth of corporations {(except banks) during the

year.
Comment: Item 65 should not be a net figure. An amount should be stated
in the debit column to express the dividends paid by the corporations
(except banks), losses, and other reductions in their net worth. An amount
should be stated in the credit column which would include all profits, gains,
and other increases in corporate surplus during the year. Inadequacy of
data compelled this to be stated as a net figure.

Ttem 113—Nect worth of corporations (except banks) in excess of their capital
stock as of the end of the year.

Item 19—Net worth or total value of all items of “real” wealth including
net international claims. The amount, $3687 billions, is the sum of Items 1
to 7, 9, and 10. 1t will be noted that the items of liguid wealth expressed
in Items 8, 11, and 12 arc exactly balanced and offset by the items of
“negative” wealth, 13 to 18.

Item ¥4—Net worth, or total vaiue, of all items of “real” wealth including net
international claims as of the end of the year.

Item 66—Amount of all sales of goods and services made by busincss units.
This definition is subject to the qualification that taxes received by govern-
ments, rents, royaltics, and interest received by business units are not
included. These items are 67, 68, and 69.

ftem 36—Purchases by business units of goods and services produced by other
business units,

Item 37—Amoutit of wages and salaries paid to mdividuals and business units.

Item 38—~Depreciation and depletion of producers’ goods used in production.

{tem 39— Amount of taxes paid by business units,

Item 67—Taxes collected by all forms of {ederal, state, and local governments.

[tem 40— Amount of rents and rovalties pard by business units.

Jtem 68B—Amount of rents and rovaltivs received hy business units.

Item 4l—Amount of interest paid by business untts.

ltem 69— Amount of interest received by business umits,
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Item 42--Dividends paid by business units to individuats.

Comment: This item should be stated at a larger amount and be offset in
the credit column ta show the amount of dividends received by business
units. Six billion dollars is the amount paid to individuals.

Item 43—Withdrawals by individuals from the business units owned and con-
trolled by them other than withdrawals for purposes of salaries or wages.

Item 70—Amount of wages and salaries received by individuals from business
units, including withdrawals for purposes of salaries or wages.

Ttem 7!—Amount of rents and royalties received by individvals from business
units, and the amount received by individuals from other individuals as
rents on consumers goods,

Ttem 72—Interest received by individuals from business units and from other
individuals as interest on loans for the purpose of owning consumers’ goods.

Item 73—Dividends received by individwals {rom business units.

{tem 74--Withdrawals by individuals from businesses owned or controlled by
them other than withdrawals for purpose of salary or wages.

Item 75—XNet gain to individuals as a result of international trade and settle-
ments.

Item 76--Speculative profit received by individuals as a result of their sales and
transactions in *real’” and “liquid” wealth.

Ttem 44—Expenditures of individuals {for food.

Item 45—Expenditures of individuals for the purpose of maintaining homes.
This item includes the rents paid by individoals to other individuals.

Item 46--Purchases of clothing and similar items by individuals,

Item 47—All other purchases and expenditures of individuals for consumption
goods, This includes the amount of interest paid by individuals to other
individuals in connection with loans for the purpose of owning consumers’
goods.

Item 48--Depreciation of consumers' goods as defined in Items 3, 4, and 3,

Item 88—FExcess of income produced by business units over the income paid out
to individuals.

Ttem 89—Amount of wages and salaries received by individuals from business
units,

Item 90—-Amount of rents and royalties received by individuals from business
units,

{tem 91—Interest received by individuals from business units,

Iterms 90 and 91-—-These items do not include the amount of rents and interest
received from other individuals in payment of the use of consumers” goods
or loans for purpase of owning consumers’ goods. In accordance with the
concept used here, payments between individuals for and in connection
with cansumers’ goods add nothing to the national! income. They only
setve the purpose of further distributing the sharcs among the individuals.

Item 92—Dividends received by individuals from business units,

Item 93—Withdrawals by individuals from businesses nwned or centrolled by
them, other than withdrawals for purposes of salaries or wages.

Item 94—XNet gain accruing to individnals as a result of international trade and
settlements,

Item 83-—Expenditures of individuals for food.

Item S84—Expenditures of individuals for maintenance of homes.

Isem 85—Expenditures of individuals for clothing and similar items.

Item 8—All other purchases and expenditures of individuals for consumption
goods.
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Items 84 and B6—These items do not include pavments made by individuals to
ather individuals for purposes of rents or interest in connection with the
use or ownership of consumers' goods. See comments on ftems 90 and 91.

Item 113—Total amount of constractions, replacements, and cther additions to
the physical elements of producers’ wealth.

Ttem 116~Total amount of constructions, replacements, and other additions
to the physical elements of consumers’ wealth—ihe sum of Items 79 and 80,

Item 117—Net amount of increase in producers’ goods.

Item 118-Net amount of increase in consumers goods.

Ytem 11&—Net increase during the vear in the total stated wealth of 1the
economy,



