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DR. KRESS:  G e n e r a l  Ho l l i s ,  m e m b e r s  of the c l a s s :  Our  p r o g r a m  
today  c o n s i s t s  in a c o m p a r i s o n  of t h r e e  of the e c o n o m i s t ' s  n e w e s t  t o o l s - -  
na t i ona l  i n c o m e  data ,  i npu t -ou tpu t  a n a l y s i s ,  and the c i r c u l a r - f l o w - o f -  
funds  s y s t e m .  We wi l l  keep  our  d e s c r i p t i o n s  to a m i n i m u m ,  s ince  you 
have  the  de f i n i t i ons  fo r  a l l  in your  r e a d i n g  m a t e r i a l .  In add i t i on  to a 
c o m p a r i s o n  h e r e  th i s  m o r n i n g ,  we sha l l  a l so  a t t e m p t  to show the  u s e s  
of t h e s e  e c o n o m i c  too l s  in c o n n e c t i o n  with e c o n o m i c  r e a d i n e s s  p r o g r a m s  
and ac tua l  m o b i l i z a t i o n  u s e s .  Since the v i sua l  a ids  r e q u i r e d  a r e  too 
c o m p l i c a t e d  f o r  the  s c r e e n ,  I have  g iven  you a p e r s o n a l  se t  and hope  
you wi l l  add t h e m  to your  p e r m a n e n t  no te s .  

All  t h r e e  of t h e s e  s y s t e m s  m a y  be ca l l ed  s t a t i s t i c a l  d e s c r i p t i o n s  
of the  n a t i o n a l  e c o n o m y .  Two of t h e s e ,  i npu t -ou tpu t  a n a l y s i s  and the  
v e r y  new f l o w - 0 f - f u n d s  s y s t e m ,  h a v e  b e e n  added to the e c o n o m i s t ' s  
k i t  of too ls  in the p o s t w a r  y e a r s ;  the  c o l l e c t i o n  of na t i ona l  i n c o m e  da ta  
( g r o s s  n a t i o n a l  p roduc t )  goes  back  o f f i c i a l ly  to 1933, e a r l i e r  in concep t .  

T h e s e  s y s t e m s  a r e  s o m e t i m e s  g iven  the o v e r a l l  n a m e  of " s o c i a l  
a ccoun t ing .  " P e r h a p s  the  t e r m  " e c o n o m i c  accoun t ing"  is  m o r e  a c -  
c u r a t e .  Al l  w e r e  f a t h e r e d  by a c a d e m i c  a u t h o r i t i e s - - " G r o s s  Na t iona l  
P r o d u c t , "  by S imon  Kuzne t s  at the  Na t iona l  B u r e a u  of E c o n o m i c  R e -  
s e a r c h ;  " Inpu t -Ou tpu t  A n a l y s i s , "  by P r o f e s s o r  W a s s i l y  L e o n t i e f  of 
H a r v a r d ;  and " T h e  F l o w  of F u n d s , "  by P r o f e s s o r  M o r r i s  Cope l and ,  
now at C o r n e l l .  

In e a c h  i n s t a n c e  F e d e r a l G o v e r n m e n t  a g e n c i e s  h a v e  e l a b o r a t e d  the  
t e c h n i q u e s  and g iven  the s t a t i s t i c s  o f f ic ia l  s t a tus .  GNP is  at  h o m e  in 
the D e p a r t m e n t  of C o m m e r c e ,  i npu t -ou tpu t  a n a l y s i s  at  one t i m e  was  
t a k e n  o v e r  by the  B u r e a u  of L a b o r  S t a t i s t i c s ,  and the f l o w - o f - f u n d s  is  
s p o n s o r e d  by the  F e d e r a l  R e s e r v e  B o a r d .  

Both  the  e c o n o m i s t  and the  s t a t i s t i c i a n  a r e  i n t e r e s t e d  in d e v e l o p i n g  
and u s i n g  t h e s e  s t a t i s t i c a l  t oo l s .  Now the  s t a t i s t i c i a n  s p e n d s  h i s  l i f e -  
t i m e  d e v e l o p i n g  the  "how" of t h ings ,  wh i l e  the  e c o n o m i s t  i s  s a t i s f i e d  to 
know "why.  " Many i n d i v i d u a l s  f ind a l i f e t i m e  f i e ld  of e n d e a v o r  in r e -  
f in ing  and d e v e l o p i n g  jus t  one of t h e s e  s y s t e m s .  It t a k e s  y e a r s  to b e -  
c o m e  e x p e r t  on any one of the t h r e e  s y s t e m s  we a r e  c o n c e r n e d  wi th  h e r e  



t oday .  But  the g e n e r a l  e c o n o m i s t - - a n d  I m u s t  p l e a d  gu i l t y  to b e i n g  o n e - -  
is  i n t e r e s t e d  on ly  in d e v e l o p i n g  t h e s e  s y s t e m s  as  a g e n e r a l  gu ide  to the 
w a y  the e c o n o m y  i s  go ing .  A f t e r  the  o v e r a l l  c o n c e p t s  h a v e  b e e n  d e -  
v e l o p e d ,  he  is  i n c l i n e d  to l e t  o t h e r s  o p e r a t e  the  s t a t i s t i c a l  s y s t e m s .  
As a m a t e u r  e c o n o m i s t s  h e r e  th i s  m o r n i n g ,  you  and I wi l l  k e e p  o u r  
d i s c u s s i o n  on a n o n t e c h n i c a l  l e v e l .  We wi l l  s e e k  the  " w h y "  a n s w e r s  
and l e a v e  the  "how"  a n s w e r s  to the t e c h n i c i a n s .  { Inc iden t a l l y ,  t h i s  
c o n f e s s i o n  should  a b s o l v e  m e  f r o m  too d e t a i l e d  a n s w e r s  to t e c h n i c a l  
q u e s t i o n s  in the q u e s t i o n - a n d - a n s w e r  p e r i o d .  } 

I a m  a w a r e  tha t  a long  t i m e  ago M a r k  T w a i n  found tha t  t h e r e  w e r e  
l i a r s ,  d a m n  l i a r s ,  and s t a t i s t i c i a n s .  My old m o t h e r  put  it  s o m e w h a t  
d i f f e r e n t l y  when  she  sa id:  " F i g u r e s  don ' t  l i e ,  but  l i a r s  f i g u r e . "  W h i l e  
I a m  u n a b l e  to qua l i fy  as  a s t a t i s t i c i a n ,  l e t  m e  add the  hope tha t ,  a s  
a r e s u l t  of our  a s s o c i a t i o n  d u r i n g  the l a s t  few d a y s ,  n e i t h e r  h a v e  you  
p e r s o n a l l y  c l a s s i f i e d  m e  as  an e x p e r t ,  de f in ing  tha t  w o r d  in  i t s  c o m -  
ponen t  parts: "ex, " from the ancient Latin, a "has been, " and "spurt," 
from the modern idiom, a "drip under pressure." 

I. NATIONAL INCOME DATA. 

On 9 June  1932 the Un i t ed  S ta te s  Sena te  by  r e s o l u t i o n  c a l l e d  on 
the  S e c r e t a r y  of C o m m e r c e  to r e p o r t  to i t  on o r  b e f o r e  15 D e c e m b e r  
1933 wi th  two s e t s  of e s t i m a t e s .  Wi th in  18 m o n t h s  he  was  to m a k e  
a s e t  of e s t i m a t e s ,  f i r s t ,  showing  the  to ta l  n a t i o n a l  i n c o m e  of the 
Un i t ed  S ta t e s  for  the c a l e n d a r  y e a r s  1929, 1930, and 1931, i n d i c a t i n g  
as  w e l l  the p o r t i o n s  t h e r e o f  wh ich  w e r e  d e r i v e d  f r o m  a g r i c u l t u r e ,  f r o m  
m i n i n g ,  f r o m  t r a n s p o r t a t i o n ,  f r o m  m a n u f a c t u r i n g ,  and f r o m  o t h e r  
ga in fu l  i n d u s t r i e s  and o c c u p a t i o n s .  S e c o n d l y ,  t h e r e  was  wan ted  a 
g r o u p  of e s t i m a t e s  showing  the d i s t r i b u t i o n  of t h i s  n a t i o n a l  i n c o m e  in 
the  f o r m  of w a g e s ,  r e n t s ,  r o y a l t i e s ,  d i v i d e n d s ,  p r o f i t s ,  and o t h e r  
t y p e s  of p a y m e n t s .  Thus  was  the  Uni t ed  S ta t e s  o f f i c i a l l y  g i v e n  a n a -  
t i ona l  i n c o m e  a c c o u n t i n g  s y s t e m .  The  g r o u n d w o r k  had  b e e n  l a id  
p r e v i o u s l y  by  such  m e n  as  K u z n e t s ,  as  p r e v i o u s l y  s t a t e d .  S e v e r a l  
f o r e i g n  c o u n t r i e s  p r e c e d e d  the  Uni t ed  S ta te s  in e s t a b l i s h i n g  n a t i o n a l  
i n c o m e  r e p o r t i n g  s y s t e m s .  S i m i l a r  da ta  a r e  now c o l l e c t e d  by  the 
Un i t ed  N a t i o n s  and p u b l i s h e d  p e r i o d i c a l l y ,  c o v e r i n g  a l l  r e p o r t i n g  
n a t i o n s .  

I n t e r r e l a t i o n s h i p s  of N a t i o n a l  I n c o m e  C o m p o n e n t s  

G r o s s  n a t i o n a l  p r o d u c t ,  or  GNP,  is  the m a r k e t  v a l u e - - n o t e  t h a t - -  
the  m a r k e t  va lue  or  p r i c e  of a l l  goods  and s e r v i c e s  a c t u a l l y  p r o d u c e d  
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and the v a l u e s  r e p o r t e d  b e f o r e  any d e d u c t i o n s  fo r  d e p r e c i a t i o n  o r  fo r  the  
r e p l a c e m e n t  of any  cap i t a l  goods  u s e d  up in the  m a n u f a c t u r i n g  p r o c e s s .  

We can  s t a t e  t h e s e  m a r k e t  v a l u e s  in two ways:  (1) as  the  p r i c e s  
a c t u a l l y  paid  out by c o n s u m e r s  to buy p r o d u c t s  which  have  b e e n  p r o -  
duced;  i. e . ,  e x p e n d i t u r e s  fo r  goods  and s e r v i c e s  by ind iv idua l  con -  
s u m e r s  and by  the  G o v e r n m e n t ,  p lus  s u m s  se t  a s ide  for  g r o s s  p r i v a t e  
d o m e s t i c  i n v e s t m e n t  and fo r  ne t  f o r e i g n  i n v e s t m e n t .  T h i s  m e t h o d  i s  
s o m e t i m e s  ca l l ed  the  " p r o d u c t "  a p p r o a c h .  Or (2) we can  u s e  a n " i n c o m e "  
a p p r o a c h  and s t a t e  t h e s e  v a l u e s  as the  s u m s  pa id  out to i n c o m e  r e c i p i e n t s  
fo r  p r o d u c i n g  the goods  and s e r v i c e s .  T h i s  i n c o m e  t a k e s  s e v e r a l  f o r m s :  
w a g e s ,  and t h e i r  s u p p l e m e n t s ;  ne t  i n c o m e  to p r o p r i e t o r s  f r o m  u n i n c o r -  
p o r a t e d  b u s i n e s s e s ,  to p r o f e s s i o n a l  p e r s o n s ,  and to f a r m e r s ;  c o r p o r a -  
t ion  e a r n i n g s  in the f o r m s  of d i v i d e n d s ,  u n d i s t r i b u t e d  p r o f i t s ,  and 
taxes ;  i n t e r e s t ;  r en t s ;  and s u m s  pa id  out as  i n d i r e c t  b u s i n e s s  t a x e s .  

Double  Count ing  

The  f e a r  of double  count ing ,  i. e . ,  of coun t ing  in the va lue  of the  
s a m e  i t e m  two or  m o r e  t i m e s ,  is  the bugaboo of the na t iona l  i n c o m e  
ac co u n t an t .  An e x a m p l e :  A f a r m e r  s e l l s  whea t  to a f lour  m a n u f a c t u r e r .  
The  c o s t  of the  whea t  is  coun ted ,  once .  To th i s  cos t  is  added  on ly  the  
add i t i ona l  va lue  b rough t  about by the  f lou r  m a n u f a c t u r e r  t u r n i n g  the  
whea t  in to  f lour .  The  va lue  of the whea t  is  not  added  the  s e c o n d  t i m e .  
The  s a m e  p r o c e s s  h o l d s  fo r  the b a k e r ,  the  w h o l e s a l e r ,  and the r e t a i l e r .  
F i n a l l y ,  when  the  cos t  of the loaf  of b r e a d  i s  added  up, i t  i s  17, 18, or  
20 c e n t s  only.  The  s a m e  th ing  i s  t r u e  of the o r e  which  b e c o m e s  r a w  
s t e e l ,  which  b e c o m e s  an a u t o m o b i l e .  

Now, u s ing  t h e s e  m e t h o d s ,  the  n a t i o n a l  i n c o m e  a c c o u n t i n g  s y s t e m  
f i g u r e s  the g r o s s  n a t i o n a l  p r o d u c t  c u r r e n t l y  at about  400 b i l l i on  d o l l a r s .  
But  the  f l o w - o f - f u n d s  a c c o u n t i n g  s y s t e m  d e a l s  with a to ta l  a p p r o a c h i n g  
1400 b i l l i on  d o l l a r s .  E v e r y  f i n a n c i a l  t r a n s a c t i o n  m u s t  be coun ted .  T h e r e  
is  double  coun t ing ,  t r i p l e  count ing ,  and q u a d r u p l e  count ing .  

Na t iona l  I n c o m e  C o n c e p t s  

F ive  of the  s e v e n  c h a r t s  on na t i ona l  i n c o m e  da ta  which  c o n s t i t u t e  
your  f i r s t  se t  of v i s u a l  a ids  th i s  m o r n i n g  show 1955 n a t i o n a l  i n c o m e  s t a -  
t i s t i c s  in v a r i o u s  f o r m s .  

P l e a s e  g l ance  at  c h a r t  1, page  5, " R e l a t i o n  of G r o s s  Na t iona l  P r o d -  
uct ,  Na t iona l  I n c o m e  and P e r s o n a l  I n c o m e  for  1955."  It i l l u s t r a t e s  



s t a t i s t i c a l l y  s ix  n a t i o n a l  i n c o m e  c o n c e p t s :  g r o s s  n a t i o n a l  p r o d u c t ;  n e t  
n a t i o n a l  p r o d u c t ;  n a t i o n a l  i n c o m e ;  p e r s o n a l  i n c o m e ;  and,  a c r o s s  the 
b o t t o m  of the t ab l e ,  d i s p o s a b l e  i n c o m e  and p e r s o n a l  c o n s u m p t i o n  e x -  
p e n d i t u r e s .  

We find tha t  GNP fo r  1955 i n c l u d e s  c a p i t a l  c o n s u m p t i o n  a l l o w a n c e s  
of 32 .3  b i l l i on  d o l l a r s ,  i n d i r e c t  b u s i n e s s  t a x e s  of 31 .9  b i l l i o n  d o l l a r s ,  
b u s i n e s s  t r a n s f e r  p a y m e n t s  of 1 .2  b i l l ion ;  c o r p o r a t e  p r o f i t s  and in -  
v e n t o r y  a d j u s t m e n t s  of 41 .4  b i l l ion ;  i n t e r e s t  10 .5  b i l l ion;  r e n t s  10 .7  
b i l l ion ;  s m a l l  b u s i n e s s ,  p r o f e s s i o n a l ,  and f a r m  i n c o m e s  of 3 8 . 4  b i l l ion ;  
and w a g e s  and s u p p l e m e n t s  of 221 .3  b i l l i on .  The  to ta l  f o r  the  y e a r  was  
387 .2  b i l l i o n  d o l l a r s .  The  l a s t  q u a r t e r  of 1955 and the f i r s t  q u a r t e r  of 
1956 e a c h  p a s s e d  the 4 0 0 - b i l l i o n - d o l l a r  r a t e ,  and the  s e c o n d  q u a r t e r  of 
1956 found b u s i n e s s  at  the a n n u a l  r a t e  of 408 b i l l i o n  d o l l a r s .  

If we d e d u c t  f r o m  GNP the s u m  n e c e s s a r y  to r e p l a c e  the  c a p i t a l  
goods  c o n s u m e d  or  w o r n  out in the p r o d u c t i o n  p r o c e s s ,  we a r e  l e f t  wi th  
c o l u m n  2, " N e t  N a t i o n a l  P r o d u c t .  " If we d e d u c t  i n d i r e c t  b u s i n e s s  t a x e s  
and b u s i n e s s  t r a n s f e r  p a y m e n t s ,  we a r e  le f t  wi th  c o l u m n  3, " N a t i o n a l  
Income." 

If we d e d u c t  c o r p o r a t e  t a x e s  and u n d i s t r i b u t e d  c o r p o r a t i o n  p r o f i t s ,  
we a r e  l e f t  wi th  " P e r s o n a l  I n c o m e .  " But  to p e r s o n a l  i n c o m e  we m u s t  
add s o m e  s u m s  tha t  w e r e  not  n e c e s s a r i l y  e a r n e d  in 1955. T h e s e  i n c l u d e  
g o v e r n m e n t  t r a n s f e r  p a y m e n t s - - l a r g e l y  s o c i a l  s e c u r i t y  p a y m e n t s ,  p e n -  
s i o n s ,  and d i s a b i l i t y  p a y m e n t s - - a n d  b u s i n e s s  t r a n s f e r  p a y m e n t s - - p e n -  
s i o n s ,  d i s a b i l i t y ,  e t c .  Aga in  we m u s t  d e d u c t  s o m e t h i n g - - s u m s  put  a s i d e  
fo r  f u t u r e  s o c i a l  s e c u r i t y  p a y m e n t s  and t h e r e f o r e  not  in the t a k e - h o m e  
p a y  e n v e l o p e .  

A c r o s s  the  b o t t o m  of the t ab le  we d e d u c t  p e r s o n a l  t a x e s  f r o m  p e r -  
s o n a l  i n c o m e  and a r e  l e f t  wi th  " D i s p o s a b l e  I n c o m e .  " F r o m  d i s p o s a b l e  
i n c o m e  we save  s o m e  and c a l l  the b a l a n c e  " P e r s o n a l  C o n s u m p t i o n  E x -  
p e n d i t u r e s . "  

It i s  obv ious  tha t  the m e r e  c o l l e c t i o n  and c l a s s i f i c a t i o n  of t h e s e  da t a  
r e q u i r e  a p e r f e c t l y  huge  s o c i a l  a c c o u n t i n g  s y s t e m .  In a m o m e n t  we s h a l l  
s e e  to wha t  u s e s  t h e s e  da ta  can  be put  in  c o n n e c t i o n  wi th  f o r e c a s t i n g  the  
i m m e d i a t e  e c o n o m i c  f u t u r e ,  e c o n o m i c  r e a d i n e s s  p r o g r a m s ,  and t h e i r  
u s e f u l n e s s  in c o n n e c t i o n  with  m o b i l i z a t i o n  p l a n n i n g  and p r o c e d u r e s .  
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Inv.Val.AdJat. - ~ , 0  

31.9 31.9 
1.2 1.2 

- .i - .I 

NATIONAL 
INCOME 

(NNP less 
Indlreet Bus. 
Taxes & Transf) 

~l.k AI.A AI.~ 

P~SO~AL 
INCOME 

(NI less-'~0~istr. 
Profi ts  & C. Teams) 

11.2 

In te res t  10.5 10.5 10.5 10.5 

Rents 10.7 10.7 10.? 10.? 

Unincorporated Net Income .38.~ 38.& 38.A 38.6 
(Business-Professional-ram) 

Wages and Supplements 221.3 221.3 

Plus 

221.3 ~ .3 

Govt. ~ s n s f .  Pats. 16.0 
Net Int .  paid b ~ v t  5.0 
Bus. Transf. Pats. 1 .2  

Lees soc ia l  8eeur. Pats. 11.0 

TOTAL 387.2 35k.9 322.3 303.3 

Personal Ineo~ep 303.3, leas Personal Taxes, 33.9, equals Disposable Income, 269./4 

Disposable Ineomep 269.&, less Personal Savlngap 17.i, equals 
Personal Co~s;,mtion ~wenditures.  252.3 

(Sourcel Department of Comaeree, Survey of Current Business, February 1956.) 
(Revised totals in the July issue) 

Discrepancies in addition are due to rounding up. 
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CHART'_____~2 

GR .0~_, NATIONAL PRODUCT _OR E~P~DITURE, 

( b i l l i o n s  ot do l la rs )  

195~ 

Personal Consumption ~xpenditures, (252.3) 
Durable Goods 
Non-durable Goods 
Services 

Gross Private Domestic Investment, (59.3) 
New Constructions 

Residential Non-farm 
Other 

Producers' Durable Equipment 
Less Total Change in Business Inventory 

(~on-fam Only, 3.0) 

Net Foreign Investment 

Government Purchases of Goods and Services, 
Federalt 

National Securltys 
National Defense 
Other National Security 

Others 
Leas Government Sales 

State  and Locals 

35.3 
125.9 
91.2 

16.6 
15.8 
23.8 
3.2 

38.8 
2.0 

30.1 

GROSS NATIONAL PRODUCT 387.2 

Sources U, S. Department of Commerce, Survey of Current ~s inessp 
February 1956. (Revised tota ls  in July i s sue , )  

Discrepancies in addit ion are due to rounding up. 



NATIONAL INCOME. OF .THE UNI ...TED...STATE3....BY DI~,,TRIBUTIVE SHARES, 195,5 

(billions of dollars) 

Compensation of ~loyees 
Wages and Salariess 

Private 
Military 
Oovernment Civilian 

Supplements (Largely Social 
Seourlty and Pension Con- 

t r ibut ions) 

173.2 
9.1 

20.2 

12.8 221.3 

Unincorporated Enterprises 
Business and Professional 
Farm 

Rental Income of Persons 

27.3 
11.1 

38.4 

10.? 

Corporate Profi ts  and Inventory 
adJustaentsl 
Corporate Profi ts  Tax Liabi l i ty  
Corporate Profits After Taxes 

Corporate Dividends 11.2 
Undistributed Profi ts  10.4 

Inventory AdJustaent 

21.8 
21.6 

- 2 . 0  

Net Interest  

HATIO~AL INCO~ 322.3 

Sou~cet U. 8. Department of Commereee Survey of Current ~slnesa, 
February 1956. (Revised totals in Jul~ issue) 

Disorepancies in addition are due te rounding up. 
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CHANT 4 

DmPO6ITI~ OF PERSOMAL ~COllg 

Selected Years 

(bill ions of dollars) 

1929 1933 1767 1952 195& 

! 

1955 

Personal Conauaptton 
Expenditures 79.0 h6.h 165.0 218.3 236.5 252.3 

Personal Savings h.2 -.6~8 ~.0 18.h 18.3 17.I 

Savings as percent ( 5 ~ )  ( - I . ~ )  (2.h~) (7.8~) (7 .~)  (6.~) 
of disposable personal income 

Personal Taxes 2.6 1.5 21.5 3h.h 32.8 3h.O 

State & Local ( l .&) ( ( 1 .9 )  ~ 3.2) (3 .9 )  

, , t  , 

85.8 1.?.2 190.5 271-.2 28'7.6 303.3 



~v~aTION Or ~OSS .ATIO.AL ~OD~T, .,TIO~AL ~C~, A~ P~SON~ 

I.COL~ -(S~Ur~ Tn~) 

(billions of ~ollar.) 

, i ,i i i m, l i 

1929 1933 1967 1952 1956 1955 

i i i i i i i , . . . .  i 

GROSS NATIONAL P~t~T IOh,h 56.0 232.2 366.1 360.5 387.2 

NATIONAL INCG~E 87.8 hOol 197°2 291°O 299.7 322.3 

~ A L  INCOME 85.8 67°2 190.5 271.2 287.6 303.3 

Source! U. S. Department of Commerce, National Income, 1756p and 
Survey of Current Business, February 1956. 
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National Income in Constant Value Dollars 

Chart 6, page II, shows gross national product in current and con- 
stant-value dollars. I have gathered these figures from various sources, 
and there are still gaps for some years. These statistics will give you 
ammunition for your arguments when you are demonstrating how little 
your salary will buy. They are also useful in allaying fears when you 
contemplate the size of the national debt. It was incurred in much 
cheaper dollars. 

The first step in the development of national income data came in 
1932, with the collection of the basic statistics, as we have said. The 
second step came in 1946, when the machinery was set up for interpret- 
ing and evaluating these data. This was brought about under provisions 
of the Employment Act of 1946. 

E m p l o y m e n t  Act  of 1946 

The  s t a t e d  p u r p o s e s  of the E m p l o y m e n t  Act  of 1946 a r e  to f o s t e r  
f r e e  c o m p e t i t i v e  e n t e r p r i s e ;  p r o m o t e  g e n e r a l  w e l f a r e  so as  to a f fo rd  
u s e f u l  e m p l o y m e n t  o p p o r t u n i t i e s ;  and to p r o m o t e  m a x i m u m  e m p l o y m e n t ,  
m a x i m u m  p r o d u c t i o n ,  and m a x i m u m  p u r c h a s i n g  p o w e r .  

To  a c c o m p l i s h  t h e s e  p u r p o s e s ,  the P r e s i d e n t  of the Un i t ed  S t a t e s  
i s  r e q u i r e d  to send  a r e p o r t  to the C o n g r e s s  e a c h  J a n u a r y .  T h i s  d o c u -  
m e n t  is  c a l l e d  the  E c o n o m i c  R e p o r t  of the P r e s i d e n t .  The  E c o n o m i c  
R e p o r t  of the P r e s i d e n t  m u s t  t e l l  the  C o n g r e s s  fou r  th ings :  

1. The  l e v e l s  of e m p l o y m e n t ,  p r o d u c t i o n ,  and p u r c h a s i n g  
p o w e r  a c t u a l l y  ob t a in ing  in the Uni ted  S ta t e s  and an e s t i m a t e  of the l e v e l s  
n e e d e d  to c a r r y  out the p o l i c y  of the Act ,  as  d e c l a r e d  in Sec t i on  2, shou ld  
the e x i s t i n g  l e v e l s  be l o w e r .  

2. C u r r e n t  and f o r e s e e a b l e  t r e n d s  in  the l e v e l s  of e m p l o y m e n t ,  
of p r o d u c t i o n ,  and of p u r c h a s i n g  p o w e r .  

3. A r e v i e w  of the e c o n o m i c  p r o g r a m  of  the  F e d e r a l  G o v e r n -  
m e n t  and a r e v i e w  of e c o n o m i c  c o n d i t i o n s  in the Uni t ed  S t a t e s ,  as  we l l  
a s  a s t a t e m e n t  of the e f f ec t  of the p r o g r a m  on e m p l o y m e n t ,  p r o d u c t i o n ,  
and p u r c h a s i n g  p o w e r .  

4. And, f i n a l l y ,  a p r o g r a m  for  f u r t h e r  c a r r y i n g  out the  p o l i c y  
of the ac t ,  t o g e t h e r  wi th  r e c o m m e n d a t i o n s  to the C o n g r e s s  fo r  such  
l e g i s l a t i o n  as  the P r e s i d e n t  d e e m s  d e s i r a b l e  or  n e c e s s a r y .  

10 



C.AR  6 

(selected years - b i l l ions  of dollars) 

Current X~ll~rs 1939 Dollars 19~7 Oollarp 195& Dol!ars 

1910 36.7 ~6.2 86.1 100.0 

1915 ~2.1 &9.8 90.1 112.0 

1920 85.0 5507 102.3 123.0 

1925 88°0 71.3 130.3 155.0 

1930 91.1 78.1 135.2 16~.3 

1935 72.5 73,9 127.8 153.0 

19~0 i00.6 I00 °0 171.6 205.9 

19~5 213.5 153°A 263.1 311.8 

1950 285.1 154.3 26k.7 318.5 

1953 36~.9 . . . .  306.5 368.5 

195~ 360.5 ----- 300.5 360.5 

1955 387.2 ---- 319.0 ------ 

Sources Varia 

1955 Doll~,re 

16ko7 

15~.2 

207.7 

317.5 

321.8 

365.~ 

3~"/'. 2 

Notesf Between1929 and 1950: 

I~I Prices increased more than 50~. 
Physical volume of output increased 80~, (Consumers received 2/3; 
Gover~en~ took 1/~; and investment required ~ 7 . )  

(c) Real output per ~ i t a  increased ~%, (Population and w~rk force 
increased roughly by I/~ each. ) 

(d) Rate of expansion in real volume of output averaged 2 3/~ yearly. 
(e) Government purchases of goods and services absorbed 8% of GNP in 1929 

and 15% in 1950. In constant 1939 dollars, the percentage going tc 
Govermaent increased from ~ to 13~. 

]i 
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How are these tasks accomplished? The President bases his re- 

port on material compiled by a Council of Dconomic Advisers. His 
report, in turn, when received by the Congress, is turned over to a 
Joint Economic Committee. The Jnint Economic Committee, consisting 
of fourteen members, seven from each house, has its own staff. 

This congressional economics staff then checks the data submitted, 
to determine whether it shares the conclusions. This congressional 
staff is also continuously studying the same data under daily scrutiny by 
the Council of Economic Advisers. Legislation may be offered by the 
joint congressional committee designed to augment or offset apparent 
trends. 

These procedures, you will see, require an interpretation of the 
statistical data w~ich have been gathered; a determination of the meaning 
of the patterns found, based on knowledge of past economic behavior 
patterns; and culminating in recommendations for legislation intended to 
influence the economic future. This is what I meant by the second step-- 
an attempt to use statistical data after they are gathered. 

It would  be n i c e  if I could  t e l l  you tha t  the E m p l o y m e n t  Act  of 1946 
h a s  c a r r i e d  out in p r a c t i c e  the i d e a l s  e n v i s i o n e d  for  it by i t s  o r i g i n a t o r s .  
We l l ,  it  has;  but  we have  b e e n  so p r o s p e r o u s  tha t  l i t t l e  f u r t h e r  s t i m u l a n t  
t h r o u g h  l e g i s l a t i o n  has  b e e n  n e c e s s a r y .  H o w e v e r ,  the  da ta  a c c u m u l a t e ,  
and we a r e  " p r a c t i c i n g "  our  i n t e r p r e t a t i o n  t e c h n i q u e s  a g a i n s t  the da te  
when  p o s i t i v e  ac t i on  m a y  be n e e d e d .  

The Nation's Income, Expenditure, and Saving 

Chart 7, page 13, "The Nation's Income, Expenditure, and Saving, 
1953-1954-1955," is taken from the Economic Report of the President 
and was developed by the Council of Economic Advisers rather than by 
the Department of Commerce. It is a balance sheet of receipts and ex- 
penditures by individual consumer groups, business groups, international 
groups, and the Government. 

N a t i o n a l  I n c o m e  A n a l y s i s  as  a Too l  in E c o n o m i c  M o b i l i z a t i o n  

\ 

What  a r e  the u s e s  of n a t i o n a l  i n c o m e  da ta  in t i m e  of m o b i l i z a t i o n ?  

The  Na t ion  f e e l s  the i m p a c t  of w a r  in m y r i a d  w a y s .  M a n p o w e r  is  
d i v e r t e d  in to  the A r m e d  F o r c e s ;  t h e r e  is a g r e a t  i n c r e a s e  in e m p l o y -  
men t ;  l a b o r  is  e x t e n s i v e l y  r e t r a i n e d ;  l a r g e  popu l a t i on  m o v e m e n t s  o c c u r ;  

12 
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mawr ? 

T.HE ~. ,TION'S.. IN .COME, EXPENDITURE, AND . SAVING. 

(billions of  dollars) 

88 
I~CEIPTS : :  EXPENDITURES 

St 

:8 

CONSUMERS : 8 
~ e  Personal Income 250.4 254.8 269°2:8 
Personal Consumption Expenditures : : 

Personal Net Savings (plus) 19.8, 18.3, 16.8 : :  
(Excess of  Receipts) 

BUSINESS 
~ ' - ~ - ~ d  Qross ~ a ~ s  3h.h 36,8 

Gross Pr iva te  Domestic Investment 
Excess of  Investment (minus) -17.Oy -IO.5~ -18.5 
(Excess of Expenditures) 

INTERNATIONAL 
Ne~ Foreign Investment 

Excess of Receipts (plus) 2.0, .3, .3 

G O ~ a  (Federal,State & Local) 
Tax and Nontax Receipts or Accm2als 95.9 |9.8 
Less: Transfers, interest, subsidies~ 17°~ 20.1 

Receipts, ~ 

Total  Government Expenditures 
Less: Transfers, Interest~ subsidies ~ 
-~hases of Goods and Services 

(Surplus, (plus) or D e f i c i t ,  (minus) 
on Income and Product Account, -6.0, -7.2, 1.2 

Statistical Discrepancy 

GROSS NATIONAL PRODUCT 

230.6 236.5 252.4 

8~ 

"8 

88 
|8 

40.9,8 
8~ ~.~ ~7.2 59.~ 
88 
88 
81 
88 
I8 
,, -2.0 -.3 -.3 
88 
~8 
88 
8S 

98.5,, 
21.48, 

88 
,, 102.o 97.o 97.3 
't:: ~ ~20"1 ~21"h 
S~ 

S: 

88 

8t 
1.3 -.8 .~.': -...-- _ _  

88 
364.5 36o.5 387.z88 364.5 ~o.5 ~7.2 

Notes: Detail w41~ not necessarily add to totals because of rounding. 
Sources Table D-5, Economic Report of the President, January 1956. 
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a r m a m e n t  i n d u s t r i e s  a r e  expanded  and r a w  m a t e r i a l  u s e s  a r e  c u r t a i l e d  
in n o n a r m a m e n t  i n d u s t r i e s ;  new p r o d u c t s  a r e  deve loped ;  s y n t h e t i c  
m a t e r i a l s  s u p p l e m e n t  n a t u r a l  ones;  and,  f i na l l y ,  w a r  goods  p r o d u c t i o n  
is  expanded ,  of ten at the e x p e n s e  of c i v i l i a n  goods .  

Of what  u s e ,  then ,  in t i m e  of m o b i l i z a t i o n  a r e  t h e s e  huge  m a s s e s  
of s t a t i s t i c a l  d a t a ?  T h e y  have  at  l e a s t  f ive  u s e  c l a s s i f i c a t i o n s .  

1. T h e y  b e c o m e  the b a s e  on wh ich  we m a k e  p r o d u c t i o n  
d e c i s i o n s .  A g r e a t  dea l  of c o n t r o l l e d  m a t e r i a l s  p l a n n i n g - - t h e  c o n t r o l  
of u s e s  to wh ich  s t r a t e g i c  and c r i t i c a l  m a t e r i a l s  can  be put  in t i m e  of 
m o b i l i z a t i o n - - i s  b a s e d  on t h e s e  f i g u r e s ,  a l though  m u c h  a d d i t i o n a l  da t a  
d i r e c t  f r o m  b u s i n e s s  i t s e l f  a r e  a b s o l u t e l y  n e c e s s a r y  fo r  the o p e r a t i o n  
of a C o n t r o l l e d  M a t e r i a l s  P l a n .  

2. T h e s e  s t a t i s t i c s  he lp  to m a k e  p o s s i b l e  c o m p u t a t i o n s  by  
wh ich  b u s i n e s s m e n  can  be c o m p e n s a t e d  fo r  c o s t  c h a n g e s .  T h e y  he lp  
to m a k e  p o s s i b l e  the a d j u s t m e n t  of i n e q u i t i e s  b r o u g h t  about  by  p r i c e  
f r e e z e s  and wage  s t a b i l i z a t i o n .  

3. The  d i s p o s a b l e  i n c o m e  da ta  have  s o m e  a d d i t i o n a l  u s e s  in 
f u r n i s h i n g  c l u e s  as  to how m u c h  m o r e  t a x e s  you  and I can  pay .  T h e  
r a t e  of p e r s o n a l  s a v i n g s  a l s o  b e c o m e s  known,  and t h e r e f o r e  the T r e a s -  
u r y  can  d e t e r m i n e  the l e v e l  at  wh ich  it m u s t  p i t ch  i t s  " v o l u n t a r y "  bond 
s a l e s  c a m p a i g n  to get  you to buy  enough  bonds  f r o m  t h e s e  s a v i n g s .  

4. The  da ta  on l i q u i d i t y  which  a c c r u e  d u r i n g  an e m e r g e n c y  
p e r i o d  t e l l  the d e c o n t r o l  p l a n n e r s  the a m o u n t  of f i n a n c i a l  b a c k l o g  
e x i s t i n g .  

5. T h e s e  s t a t i s t i c a l  da ta  a r e  i m p o r t a n t  in p l a n n i n g  p o s t w a r  
p r o d u c t i o n ,  and a r e  of e v e n  g r e a t e r  i m p o r t a n c e  in p l a n n i n g  d e c o n t r o l  
and r e c o n v e r s i o n  s t e p s .  

H. I N P U T - O U T P U T A N A L Y ~ S .  

A l m o s t  two h u n d r e d  y e a r s  ago F r a n c o i s  Q u e s n a y  p r o d u c e d  h i s  
" T a b l e a u  E c o n o m i q u e ,  " i l l u s t r a t i n g  a c i r c u l a r - f l o w  a n a l y s i s  of the  
n a t i o n a l  i n c o m e .  

A c e n t u r y  l a t e r ,  L e o n  W a l r a s ,  a n o t h e r  F r e n c h  e c o n o m i s t ,  a r -  
r i v e d  at  a s o m e w h a t  s i m i l a r  a p p r o a c h  in h i s  t r e a t m e n t  of the c o n d i t i o n s  
fo r  " e c o n o m i c  e q u i l i b r i u m . "  V e r y  m u c h  m o r e  r e c e n t l y ,  W a s s i l y  L e o n -  
t i e f  d e v e l o p e d  h i s  i n p u t - o u t p u t  t ab le  fo r  the Uni t ed  S t a t e s ,  in the y e a r  
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1931. Leontief's table provided a practical instrument for attacking 
some of the most complex industrial problems of our times, rather 
than being only a tool for the theoretical economist. Topics stem- 
ming from this pioneer work are currently engaging government, 
military, foundation and academic groups. The work bears several 
names, among them "input-output analysis," "interindustry econo- 
mics," and "economic programming. " 

D e s c r i p t i o n  of T a b l e  

You have  a m o n g  y o u r  v i s u a l  a ids  a s u m m a r y  p r e s e n t a t i o n  of the 
r e s u l t s  of the B u r e a u  of L a b o r  S t a t i s t i c s '  i n p u t - o u t p u t  s t u d y  in t e r m s  
of a 5 0 - s e c t o r  t a b u l a t i o n  of 1947 t r a n s a c t i o n s .  T h e  b a s i c  da t a  w e r e  
c o m p i l e d  in t e r m s  of 500 s e c t o r s ,  but a s ing le  t ab le  of th i s  s i z e  would  
c o m p r i s e  100 t i m e s  the a r e a  of the t h r e e  t a b l e s  wh ich  you h a v e .  

T a b l e s  1, 2, 3, p a g e s  17, 18, 1 9 . - - E a c h  r o w  in t ab le  1 l i s t s  fo r  a 
d e s i g n a t e d  i n d u s t r y  the d o l l a r  a m o u n t  of i t s  output  c o n s u m e d  in 1947 by 
e a c h  of the o t h e r  49 i n d u s t r i e s .  At the  end of r o w  1, at  the f a r  r i g h t ,  
we s e e  tha t  the  to ta l  g r o s s  output  of a g r i c u l t u r e  and f i s h e r i e s  w a s  
44 ,263  m i l l i o n  d o l l a r s  in 1947, and it was  v a l u e d  at p r o d u c e r ' s  p r i c e s .  
T h e  f i r s t  e n t r y  in th is  r o w ,  back  to the  le f t  hand  s i d e ,  i n d i c a t e s  tha t  
the  i n d u s t r y  i t s e l f  c o n s u m e d  10,856 m i l l i o n  d o l l a r s  w o r t h  of the  to t a l  
p r o d u c e d ,  m o s t l y  as  feed  and s e e d .  Th i s  e n t r y  i l l u s t r a t e s  tha t  e a c h  
i n d u s t r y  g r o u p  is  c o m p o s e d  of a l a r g e  n u m b e r  of s e p a r a t e  e n t e r p r i s e s ,  
any  of w h i c h  m a y  s e l l  to  or  p u r c h a s e  f r o m  a n o t h e r .  C o n t i n u i n g  a long  
the  r o w ,  c o l u m n  2, the food and k i n d r e d  p r o d u c t s  i n d u s t r i e s  p u r c h a s e d  
15 ,048  m i l l i o n  d o l l a r s  w o r t h  of a g r i c u l t u r e  and f i s h e r i e s  p r o d u c t s ,  f o r  
c o n v e r s i o n  to p r o c e s s e d  foods .  T o b a c c o  m a n u f a c t u r e r s  ( c o l u m n  3) 
p u r c h a s e d  783 m i l l i o n  d o l l a r s  w o r t h ,  p r a c t i c a l l y  a l l  r a w  t o b a c c o - -  
and so on across the list. 

Mobilization Planning Uses 

Is this system useful in connection with mobilization matters? 
Very much so. The Bureau of Labor Statistics became concerned as 
early as 1941 with the problems of readjusting employment after the 
completion of wartime munitions production. 

In mid-1944 the Bureau of Labor Statistics, using the Leontief 
data and methods, made an estimate for the Planning Division of the 
War Production Board of the possible distribution of employment to 
pertain in December, 1945, assuming the end of the war by the previous 
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June  30th. D u r i n g  1947 v a r i o u s  e s t i m a t e s  w e r e  p r e p a r e d  fo r  the  Off ice  
of W a r  M o b i l i z a t i o n  and R e c o n v e r s i o n .  I m e n t i o n  t h e s e  t h i n g s  to no te  
the  u s e s  to wh ich  th i s  m e t h o d  h a s  b e e n  p r e v i o u s l y  put  in c o n n e c t i o n  
wi th  i n d u s t r i a l  m o b i l i z a t i o n .  

R e s e a r c h  D e v e l o p m e n t  

In 1948 a jo in t  a d v i s o r y  c o m m i t t e e  was  se t  up by  the C o u n c i l  of 
E c o n o m i c  A d v i s e r s ,  the  N a t i o n a l  S e c u r i t y  R e s o u r c e s  B o a r d ,  and the 
B u r e a u  of the Budge t  to c o o r d i n a t e  m i l i t a r y  and c i v i l i a n  p r o g r a m s  in 
o r d e r  to r e a l i z e  fu l ly  the p o t e n t i a l i t i e s  of the  i n t e r i n d u s t r y - r e l a t i o n s  
t e c h n i q u e .  

The  1939 da ta  u s e d  in the L e o n t i e f  t ab le  w e r e  b e c o m i n g  o b s o l e t e ,  
and a new t a b u l a t i o n  of i n t e r i n d u s t r y  r e l a t i o n s  c o v e r i n g  the  y e a r  1947 
w a s  e n t e r e d  in to  in 1949, wi th  funds  p r o v i d e d  by the N a t i o n a l  S e c u r i t y  
R e s o u r c e s  B o a r d ,  the D e p a r t m e n t  of L a b o r ,  and l a t e r  by the Un i t ed  
S t a t e s  A i r  F o r c e .  Out of th i s  w o r k  by the D e p a r t m e n t  of L a b o r  g r e w  
the 1947 t ab le  wh ich  we have  ju s t  e x a m i n e d .  

In the m e a n t i m e  the A i r  F o r c e  d e v e l o p e d  a t r i a n g u l a r  p r o g r a m ,  
now c a l l e d  " l i n e a r  p r o g r a m m i n g .  " T h i s  l i n e a r  p r o g r a m m i n g  is  s a id  
to have  s p r u n g  f r o m  the L e o n t i e f  f o u r - w a y  f o r m u l a t i o n ,  but  i t  a l s o  
h a s  m a n y  s i m i l a r i t i e s  to the t h e o r y  of g a m e s .  

In 1953, C o n g r e s s  f o r b a d e  the u s e  of f u r t h e r  g o v e r n m e n t  funds  for  
i n p u t - o u t p u t  a n a l y s i s .  P l a n s  had b e e n  u n d e r  c o n s i d e r a t i o n  fo r  the  nex t  
f u l l - s c a l e  i n t e r i n d u s t r y  r e l a t i o n s  t a b u l a t i o n ,  b a s e d  on the y e a r  1953. 
T h e s e  e x p e c t a t i o n s  w e r e  b a s e d  on p l ans  fo r  p r o j e c t e d  b u s i n e s s  c e n s u s e s  
r e f e r r i n g  to tha t  y e a r ,  wi th  l a r g e - s c a l e  a n a l y t i c a l  w o r k  s t a r t i n g  in  
1955, and a v a i l a b i l i t y  of new b a s i c  s t r u c t u r a l  da ta  e x p e c t e d  in 1957. 
Wi thou t  funds ,  of c o u r s e ,  none  of th i s  w a s  a c c o m p l i s h e d .  

R e c e n t  C o m m e r c i a l  R e s e a r c h  A n n o u n c e m e n t s  

But there is a further step. "Business Week" for 4 August 1956 
announces that Professor Wassily Leontief, creator and masterminder 
of the input-output system, has joined the New York investment firm of 
deVegh & Co., where he will set up an industrial economic consulting 
division. In cooperation with the Council for Economic' and Industry 
Research; Inc., a private research group located in Washington, Le- 
ontief and deVegh will spend $250,000 to $500,000 to bring the 1947 grid 
up to date, using 1954 Census of Manufacturers ~ data. Based on the 

21 



new da ta ,  t h e y  wi l l  t hen  r u n  off i nd iv idua l  p r o b l e m  s o l u t i o n s  fo r  b u s i -  
n e s s  c u s t o m e r s ,  wi th  s u g g e s t e d  fee  p r i c e s  b e g i n n i n g  at  $ 2 0 , 0 0 0 .  

E c o n o m i c  P r o g r a m m i n g  and E c o n o m i c  R e a d i n e s s  

O b v i o u s l y ,  i n d u s t r i a l  m o b i l i z a t i o n  p l a n n i n g  i s  n a t i o n a l  in  s cope .  
S ince  e v e r y  i m p o r t a n t  n a t i o n a l  e c o n o m i c  a c t i v i t y  wi l l  be a f f e c t e d  b y  
m o b i l i z a t i o n  r e q u i r e m e n t s ,  such  p l a n n i n g  m u s t  be c a r r i e d  out in  c a r e -  
ful  de t a i l .  Some s t a t e m e n t  of o b j e c t i v e s  i s  r e q u i r e d  fo r  e i t h e r  p a r t i a l  
o r  fu l l  m o b i l i z a t i o n  a n a l y s i s .  The  m i l i t a r y  s e r v i c e s  wi l l  s t a t e  t h e i r  
s c h e d u l e s  of i t e m s  to be p r o c u r e d  as  so m a n y  p l a n e s ,  t a n k s ,  and guns ,  
p lus  such  s u p p l y  i t e m s  as  u n i f o r m s ,  food,  and t r a n s p o r t .  A s e t  of 
a l l o w a n c e s  fo r  c i v i l i a n s  i s  a l s o  n e c e s s a r y .  P l a n n i n g ,  then ,  b e g i n s  
wi th  a s t a t e m e n t  of d e s i r e d  or  p e r m i t t e d  e n d - p r o d u c t s  and t h e i r  de -  
l i v e r i e s ,  but  s c h e d u l e s  s t a t e d  in  t e r m s  of d e s i r e d  d e l i v e r y  d a t e s  do not  
p e r m i t  an  a p p r a i s a l  of i n d u s t r i a l  f e a s i b i l i t y .  N e i t h e r  the m i l i t a r y  n o r  
c i v i l i a n s  w i s h  to p u r c h a s e  s t e e l  as  such ,  but  the  f e a s i b i l i t y  of a m o b i l i -  
z a t i on  p r o g r a m  canno t  be d e t e r m i n e d  un t i l  the p r o j e c t e d  d e l i v e r y  
s c h e d u l e s  a r e  t r a n s l a t e d  in to  the  l e v e l s  of a l l  s u p p o r t i n g  a c t i v i t i e s  wh ich  
t h e y  i m p l y .  M a n y  f ee l  tha t  the  i n t e r i n d u s t r y  r e l a t i o n s  a p p r o a c h  w i l l  
d e t e r m i n e  the p r o d u c t i o n  l e v e l s  for  a l l  i n d u s t r i e s  which  a r e  c o n s i s t e n t  
wi th  a g i v e n  s c h e d u l e  of e n d - p r o d u c t s  d e l i v e r i e s  m o r e  p r e c i s e l y  and 
in  m o r e  de t a i l  t han  by  a n y  o t h e r  m e t h o d .  

I npu t -Ou tpu t  A n a l y s i s  and P r o b l e m  Solv ing  

P r o b l e m s  fo r  which  i npu t -ou tpu t  a n a l y s i s  i s  c a l l e d  on can  be pu t  
in to  t h r e e  m a i n  c l a s s i f i c a t i o n s :  

1. Guid ing  the  a l l o c a t i o n  of r e s o u r c e s  in  t i m e  of e m e r g e n c y .  

2. Guid ing  the e c o n o m y  so tha t  i t  e n j o y s  s o m e t h i n g  l i k e  fu l l  
e m p l o y m e n t .  

3. C o n t i n u o u s l y  f o r e s e e i n g  i n v e s t m e n t  n e e d s  and r e s o u r c e  
needs. 

I n p u t - O u t p u t  E v a l u a t i o n  

T h e r e  h a s  b e e n  o b j e c t i o n  tha t  the  c o l l e c t i o n  of s t a t i s t i c a l  da ta  in  
s u f f i c i e n t  quan t i t y  to c a r r y  out l i n e a r  p r o g r a m m i n g  l e n d s  i t s e l f  to the  
i m p o s i t i o n  of c o n t r o l s  on b u s i n e s s .  O t h e r s  s a y  i n p u t - o u t p u t  a n a l y s i s  
and l i n e a r  p r o g r a m m i n g  a r e  s i m p l y  " t o o l s " - - t o o l s  of e c o n o m i c  a n a l y s i s - -  
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and as  such  a r e  p o l i t i c a l l y  n e u t r a l .  F r i e n d s  of t h e s e  p r o g r a m s  a d m i t  
t h e y  a r e  p e r h a p s  sub jec t  to abuse ,  but  add tha t  any  s o c i e t y  in  which  
such  a b u s e s  o c c u r r e d  would no l o n g e r  be a f r e e  s o c i e t y .  

III. THE F L O W - O F - F U N D S  SYSTEM. 

We now c o m e  to our  n e w e s t  tool ,  the f l o w - o f - f u n d s  s y s t e m  of 
n a t i o n a l  accoun t ing .  It i s  qui te  new,  be ing  f o r m a l l y  a n n o u n c e d  only  in 
N o v e m b e r  1955. In o r d e r  not to confuse  you u n n e c e s s a r i l y ,  or  at  
l e a s t ,  in  v i e w  of the  r a p i d  d e v e l o p m e n t  of the  t h r e e  s y s t e m s  h e r e  th i s  
m o r n i n g ,  to " k e e p  your  con fus ion  on a h igh  l e v e l , "  I am  going  to take  
m y  r e m a r k s  r a t h e r  l i t e r a l l y  f r o m  the F e d e r a l  R e s e r v e ' s  own a n n o u n c e -  
m e n t ,  e n t i t l e d  " F l o w  of F u n d s  in the  Uni ted  S ta tes ,  1 9 3 9 - 1 9 5 3 . "  (See 
tab le  6, page  28.)  

Whi le  two of the r e c e n t  s y s t e m s  of e c o n o m i c  a c c o u n t i n g - - ( 1 )  the  
N a t i o n ' s  i n c o m e  and i t s  e x p e n d i t u r e s  on c u r r e n t  p r o d u c t i o n ,  and (2) 
i npu t -ou tpu t  i n t e r r e l a t i o n s  a m o n g  m a j o r  i n d u s t r y  g r o u p s - - h a v e  both 
c o n t r i b u t e d  s u b s t a n t i a l l y  to an u n d e r s t a n d i n g  of p r o d u c t i o n  and d i s t r i b u -  
t ion  p r o c e s s e s ,  we have  s t i l l  f e l t  the l ack  of a tool  which  would i n d i -  
ca te  the  i n t e r p l a y  of c r e d i t  and m o n e t a r y  d e v e l o p m e n t s .  C h a n g e s  in  
l i qu id i t y ,  in  p o r t f o l i o  c o m p o s i t i o n ,  in  c r e d i t  a v a i l a b i l i t y ,  and the  i n -  
c e n t i v e s  to u se  c r e d i t ,  a r e  r e f l e c t e d  in m a r k e t s  fo r  goods  and s e r v i c e s ;  
and t h e y  a r e  i n s t r u m e n t a l  in the chang ing  to ta l  and c o m p o s i t i o n  of 
s p e n d i n g  and output.  C h a n g e s  in the  l e v e l  and p a t t e r n  of i n c o m e ,  in  
p r i c e s ,  in e x p e n d i t u r e s ,  and in output ,  i n f l u e n c e  the f low of funds  
t h r o u g h  f i n a n c i a l  c h a n n e l s .  

The  f l o w - o f - f u n d s  s y s t e m  of na t i ona l  a c c o u n t s  e n c o m p a s s e s  a l l  
t r a n s a c t i o n s  in  the e c o n o m y  tha t  a r e  e f f ec t ed  by  a t r a n s f e r  of c r e d i t  
a n d / o r  m o n e y .  The  b o u n d a r i e s  of the s y s t e m  ex tend  beyond  the m e a s -  
u r e m e n t s  of na t i ona l  output  a lone .  Since  the  f lows  of funds  a r i s e  in  
t r a n s f e r s  of e x i s t i n g  a s s e t s  as  wel l  as  in  p u r c h a s e s  and s a l e s  of c u r -  
r e n t  p r o d u c t i o n ,  the  a c c o u n t s  inc lude  m e a s u r e s  of t r a n s a c t i o n s  in land ,  
in  e x i s t i n g  h o m e s ,  and in u s e d  a u t o m o b i l e s ,  in  add i t i on  to m e a s u r e s  
of p u r c h a s e s  and s a l e s  of new h o m e s  and new a u t o m o b i l e s .  

F l o w s  of funds  a l s o  a r i s e  out of sh i f t s  in c o m p o s i t i o n  of p o r t f o l i o s .  
T h e r e f o r e ,  t r a n s a c t i o n s  in  m o r t g a g e s ,  s e c u r i t i e s ,  t r a d e  c r e d i t ,  and 
o t h e r  f i n a n c i a l  i n s t r u m e n t s ,  as  wel l  as  c h a n g e s  in c a s h  b a l a n c e s ,  a r e  
m e a s u r e d  in the  f l o w - o f - f u n d s  s y s t e m .  
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M e t h o d s  U s e d  in C o m p i l i n g  the A c c o u n t s  

As p r e s e n t l y  c o n s t r u c t e d ,  the f l o w - o f - f u n d s  a c c o u n t s  h a v e  b e e n  
d e v e l o p e d  f r o m  a v a i l a b l e  s t a t i s t i c a l  s e r i e s ;  no s p e c i a l  d i r e c t  c o m -  
p i l a t i o n s  of n e w  da ta  have  b e e n  m a d e .  E x t e n s i v e  a d a p t a t i o n  of e x i s t -  
ing  s e r i e s  h a s  b e e n  r e q u i r e d  to m a k e  use  of t h e m  in the n e w  a c c o u n t s .  
Some  f i g u r e s  h a v e  had to be e s t i m a t e d  f r o m  s a m p l e  da t a  and f r o m  
b e n c h m a r k s .  And in s o m e  c a s e s  the e s t i m a t e s  h a v e  b e e n  b a s e d  on 
qui te  f r a g m e n t a r y  e v i d e n c e .  

S o u r c e s  of Da t a  

T h e  m o s t  i m p o r t a n t  s i ng l e  s o u r c e  of da ta  on n o n f i n a n c i a l  t r a n s -  
a c t i o n s  has  b e e n  the s t a t i s t i c a l '  m a t e r i a l  u n d e r l y i n g  the  n a t i o n a l  i n c o m e  
a c c o u n t s  r e s i d e n t  in the N a t i o n a l  I n c o m e  D i v i s i o n  of the Off ice  of B u s i -  
n e s s  E c o n o m i c s ,  U. S. D e p a r t m e n t  of C o m m e r c e .  T r e a s u r y  da t a  and 
t a b u l a t i o n s  f r o m  tax r e t u r n s  have  b e e n  key  s o u r c e s  of i n f o r m a t i o n .  
F i n a n c i a l  m a t e r i a l s  h a v e  b e e n  f u r n i s h e d  by  the S e c u r i t i e s  and E x c h a n g e  
C o m m i s s i o n ,  the H o u s i n g  and H o m e  F i n a n c e  A g e n c y ,  the  F e d e r a l  
R e s e r v e  S y s t e m ,  the C o m p t r o l l e r  of the C u r r e n c y ,  and the F e d e r a l  
D e p o s i t  I n s u r a n c e  C o r p o r a t i o n .  O t h e r  s o u r c e s  have  i n c l u d e d  m a t e r i a l  
f r o m  the C e n s u s  B u r e a u  and the D e p a r t m e n t  of A g r i c u l t u r e .  

F l o w - o f - F u n d s  S e c t o r s  

R e c o r d s  of the f lows  m e a s u r e d  in the f l o w - o f - f u n d s  s y s t e m  a r e  
o r g a n i z e d  in to  d e t a i l e d  s t a t e m e n t s  of the s o u r c e s  of funds  and the  u s e s  
of funds  fo r  e a c h  of t en  m a j o r  g r o u p s  or  s e c t o r s  in to  w h i c h  the  e c o n -  
o m y  is  d iv ided .  

T a b l e  4, page  25, " S u m m a r y  of F l o w - o f - F u n d s  A c c o u n t s  f o r  1953, 
s h o w s  s ix  n o n f i n a n c i a l  and f ive  f i n a n c i a l  double  e n t r i e s  u n d e r  e a c h  of 
t e n  c o l u m n s  or  s e c t o r s .  R e a d i n g  the  c o l u m n s  a c r o s s  the  top ,  we  h a v e  
one  fo r  the c o n s u m e r ,  t h r e e  for  b u s i n e s s  ( c o r p o r a t e  b u s i n e s s ,  n o n -  
c o r p o r a t e  b u s i n e s s ,  and the f a r m ) ,  two fo r  g o v e r n m e n t  ( F e d e r a l ,  and 
State  and local} ,  t h r e e  fo r  f i n a n c i a l  i n s t i t u t i o n s  (bank ing ,  i n s u r a n c e ,  
and o ther} ,  and a f ina l  one fo r  the r e s t  of the  w o r l d .  T h e r e  a r e  two 
s u b d i v i s i o n s  u n d e r  e a c h ,  "S" fo r  s o u r c e s  and "U" fo r  u s e s .  

A n a l y s i s  of S u m m a r y  T a b l e  

L e t  us  a t t e m p t  a p a r t i a l  a n a l y s i s  of th i s  t a b l e ,  u s i n g  only  the  f i r s t  
c o l u m n ,  the " c o n s u m e r . "  U n d e r  the "U" we see  the c o n s u m e r  s p e n t  
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a g r a n d  to ta l  of 3 1 4 . 4  b i l l i o n  d o l l a r s  in 1 9 5 3 - - f o r  p e r s o n a l  s e r v i c e s  
(pay ro l l )  2 . 7  b i l l ion;  16.3  b i l l i o n  as  p a y m e n t s  on i n v e s t m e n t s ;  2 2 . 7  
b i l l i o n  for  i n s u r a n c e  and g r a n t s  ( i n s u r a n c e  p a y m e n t s ,  r e t i r e m e n t  
s e t - a s i d e s ,  and gif ts) ;  t a x e s  pa id ,  4 0 . 9  b i l l ion;  c a p i t a l  a c q u i s i t i o n s  
r e q u i r e d  6 3 . 8  b i l l i o n  of the  c o n s u m e r ' s  i n c o m e ;  and the v e r y  l a r g e  
s u m  of 155.4  b i l l i o n  wen t  fo r  p u r c h a s e s  of o t h e r  goods  and s e r v i c e s .  
U n d e r  the f i n a n c i a l  e n t r i e s  we see  tha t  a to ta l  of 12.9 b i l l i o n  w a s  added  
to c a s h  and f i n a n c i a l  a s s e t s .  F r o m  what  s o u r c e s  w a s  th i s  m o n e y  ob-  
t a i n e d  ? 

The  "S" c o l u m n ,  " s o u r c e s ,  " s h o w s  the funds  tha t  w e r e  a v a i l a b l e  
to the  c o n s u m e r .  F r o m  c a s h  w a g e s  and s a l a r i e s  (payrol l}  he  r e c e i v e d  
r o u g h l y  t h r e e - f i f t h s  of h i s  i n c o m e - - 1 9 5  b i l l i o n  d o l l a r s ;  a n o t h e r  fifth 
of the r e c e i p t s ,  5 9 . 4  b i l l i on ,  was  f r o m  i n v e s t m e n t  i n c o m e  of v a r i o u s  
k inds ;  i n s u r a n c e  and g r a n t s  23 .9  b i l l ion ;  and tax  r e f u n d s  2 .6  b i l l i o n .  
F r o m  the  s a l e  of t a n g i b l e  c a p i t a l  a s s e t s  ( the  s a l e  of h o u s e s ,  o t h e r  r e a l  
e s t a t e ,  a u t o m o b i l e s ,  and the l ike)  the c o n s u m e r  s e c u r e d  22 b i l l i o n ,  fo r  a 
to ta l  of 3 0 3 . 4  b i l l i o n  d o l l a r s .  

The  r e m a i n i n g  10.7  b i l l i on ,  the  to ta l  of the i t e m s  l i s t e d  u n d e r  
" F i n a n c i a l , "  had to be b o r r o w e d .  M o r t g a g e  debt  r o s e  to 6 . 2  b i l l i o n  
d o l l a r s .  And o t h e r  f i n a n c i a l  s o u r c e s  r e a c h e d  4 . 5  b i l l i o n ,  w h i c h  
i n c l u d e d  3 . 5  b i l l i o n  of bank  c r e d i t .  

T h u s  we h a v e  a ful l  a c c o u n t i n g  of r e c e i p t s ,  e x p e n d i t u r e s ,  and 
f i n a n c e s  fo r  the  c o n s u m e r  in a s i ng l e  s t a t e m e n t .  

F l o w - o f - F u n d s  C o v e r a g e  of G r o s s  N a t i o n a l  P r o d u c t  

T a b l e  5, page  27, shows  o m i s s i o n s  and d i f f e r e n c e s  in a r r i v i n g  
at  the GNP u n d e r  n a t i o n a l  i n c o m e  a c c o u n t i n g  and u n d e r  f l o w - o f - f u n d s  
m e t h o d s .  The  l a s t  c o l u m n  s h o w s  t h e s e  d i f f e r e n c e s  in t e r m s  of d o l l a r s .  

T a b l e  6, page  28, g i v e s  r e a s o n s  fo r  t h e s e  d i f f e r e n c e s ,  u s i n g  a 
s e r i e s  of f o o t n o t e s ,  wh ich  you m a y  s t u d y  at  y o u r  l e i s u r e .  J u s t  now 
l e t  m e  e x p l a i n  the m o r e  i m p o r t a n t  d i f f e r e n c e s .  

T h e s e  d i f f e r e n c e s  b e t w e e n  the n a t i o n a l  i n c o m e  da ta  s y s t e m  and 
the f l o w - o f - f u n d s  s y s t e m  a r i s e  l a r g e l y  out of the d i f f e r i n g  %rea tmen t  
a c c o r d e d  " i m p u t a t i o n s "  u n d e r  the two s y s t e m s .  U n d e r  " P e r s o n a l  
C o n s u m p t i o n  E x p e n d i t u r e s "  ( t ab le  6}, 8 .3  b i l l i o n  d o l l a r s  of the c h i e f  
d i f f e r e n c e  of 9 .2  b i l l i on  o c c u r s  in c o n n e c t i o n  wi th  the o m i s s i o n s  of 
i m p u t e d  s u m s .  
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F L O W - O F - F U N D S  C O V E R A G E  O F  G R O S S  N A T I O N A L  P R O D U C T  

Table  5. F l o w - o f - F u n d s  Coverage  of Gross  Nat ional  P roduc t ,  1950  
( In  billions of dollars) 

Personal con.~nmpt ton exl~ndi turea . .  

Groas pl ivate  domestic inves tment . .  
New reMdential nonfarm construc- 

tion . . . . . . . . . . . . . . . . . . . . . . .  
Other  new construction a.nd pto- 

(hl<x.rs' durable equipnlcnt . . . . .  
Change In bus inc~  inventorieR... 

N o n  f a r m  . . . . . . . . . . . . . . . . . . . . .  
~ a r r a  . . . . . . . . . . . . . . . . . . . . . . .  

Net  foreign Investment  . . . . . . . . . . . .  

Gove rnmen t  purchases of goods and 
services . . . . . . . . . . . . . . . . . . . . . .  

Federal Gove rnmen t  . . . . . . . . . . . .  
State and local gover,lmont . . . . . .  

T o t a l  G N P .  

( ;NP 
total 

Iq4 0 

51 2 

12.6 

31 .3 
7.4 
6 . 4  

. 9  

- -2 .2  

42 O 
22.1 
19.9 

2 8 5 . 1  

('nveral~e Of ( ; N P  by flow-of-funds sector accolmts= 

T,,tal ' t o  n C(,, 1). ~N-onf l ~ T  " - ~ ' ~ - ~  farm Farm [ Fe,t. I and I ins 
cove r - I  "" " bust- non- busi- l e g a l  I local I . aml  

Ig4,8 [ 174.1 3 .7 a .4 S 1.7 . . . . . . . . . . . . . .  4 1.0 

S l . ,  I . . . . . .  I . . . . . .  I . . . . . .  I " 
29.9 . . . . . .  18 0 ~-~ / " 4 ~  I ~ . . . . . / / l : : : i ? : . l  . . . .  :1. 

- 2 . 2  / . . . . . . . . . . . . .  

4 1 . 9  . . . . . . . . . . . . . .  - - . I  I - ~  I 2 3 . s  I 1 9 . 4  I . . . . . . .  

~ . ~  . . . . . . .  I . . . . . . .  I . . . .  , I . . . .  ~ 1  ~ ' V i ~ . l  . . . .  . . . . . . . . . . . . . . . . . . . . .  1 9 . 4  . . . . . . .  

Rest 
f the 
~'orld 

- 2 . 2  

--2.2 

O m i s -  
s ions  
a n d  

dif fer-  
euee:9 II 

9 . 2  

1.7 

- . |  

t.~ 

. I  
- - . 4  

.5 

I1 .0  

*I.~sS than 50 million dnllar.q. 
]For tile mo.qt part in useq nf funds in tile sector accollflts. Where GNP items are on a net basis, entries in this table are net of sources. 
2See Table BS fc)r hreak(Iown by type of difference. 
~Employer cootributinns for accident and health, hospitalization, and life insurance, and the cost of food and lodging fur.ished commercial 

employees. 
4Outlays by banks for services 1 rovided to consumers w tho i t  explicit charge. 
SRental value of tenant-occupied farm housing, operating outlays on owner-occupied farm houses, and estimated expenses in producing food 

and fuel consumed on farm~. 
SCurrent ex|~nditures (excluding depreciation) of nonprofit organizations; and outlays by financial intermediarie.q in the sector for ~ervice~ 

furnished to consumers without explicit charRe. 
'tPurcha,,~e.s of completed new residential construction for ow ler-occupancy. 
SPnrchases of completed new residential construction for tenant-occupancy and change in work in process on all types of residential con- 

struction. 
0Includes farm residential construction. 
10Consttalction and equipment  ex|~oditllres of nonprofit organizatloas. 
tlAfter valuat ion ad jus tment .  
l~Csst ra ther  than  marke t  vahtat ion.  
I~Represents changes in inventories, valued at  cost, serving as collateral for loans made or guaranteed by  the CCC to farmers  and to fa rm 

cooi~rat ives.  These are consklered Federal Government  purchases of goods and sPrvices in GN P acc°unt'~ but  are c°nsidered change~' in invent°r ies  
of farm and noflfarm mmcorporate  business .qectors resl~.ctively in flow.of-fnnds accounts. 

N o T K . - - D e t a ~  may  not add to totaH because of rounding. For description of table, t~ee p. 379. 
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FLOW OF FUNDS IN THE UNITED STATES, 1939--53  

Table  6. O m i s s i o n s  and D i f f e r e n c e s ,  1950 
( In  billions of dollars) 

%. 

Personal consumpt ion expend i tu res . . .  

Gross pr iva te  domest ic  Lavestment.  
N e w  residential  nonfarm construct ion. .  
O the r  new construction and producers '  durable e q u i p  

m e r i t . . .  
Chanse  in buslne~s inventories . . . . . . . . . . . . . .  

Total  
omissions 

and 
differencesl 

9 . 2  

1.7 

1 .4  

Omissions 

Of Because of  
impu ta t i ons  consolidation 

s 8..1 

.6 
4 ,6 i , . ,  

~n 
t iming  

D ~ e r e n c t s  

va lua t ion  

8 .9 

8 - - . ?  

~n 
estimation 

1 .4  

o 1 .4  
.4 .4  . . . .  

N o x f ~ r m  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I . . . . . . . . . . . .  a . . . . . . . . . . . .  a . . . . . . . . . . . .  , . . . . . . . . . . . .  I . . . . . . . . . . . . . . . .  
F a r m . .  ,4 ' .4  . . . .  , . . . .  

Ne t  foreign inves tmen t .  * s • 

Gove rnmen t  purclmses of goods and services .  , I . . . .  8 .2 - - .  4 - - . 6  
Federal  G o v e r n m e n t . .  e -  .4 . . .  lo .$ zL .2 ~ - . 4  ~ - - . 6  
State  and  local government  . . . . . .  5 . . .  J' .5 

T o t a l .  11.0 8 . 9  .8  .3  .3  .8  

*Less than  50 million dollars. 
JSee last column of Table  84. 
SNet imputed  r en t a l l ncome  and  depreciation on f a rm and nonfa rm owner-occupled dwellings; imputed  e x p e n d i t u r ~  for food,  dothLag, and  

services g iven .as pay  m kind by  government  and  nonprofi t  employers,  and wages paid in Idnd by  household employers;  depreciat ion charges  by  
nonprofit  o r p m r a t i o n s ;  and  nonoutlay components  of value of services p rov ided  by  financial Latermediaries to consumers  without  explicit  charBe. 

SDifference between m a r k e t  value  and  cost to f a rmers  of products produced and  consumed on farms.  
41mputed value of owners '  own labor  on new construction. 
IDifference between G N P  valuat ion a t  t ime  of construct/on and  flow-of-funds valuat ion a t  Lime of sale. 
SDiffereaces not accounted for between G N P  and flow-of-funds es t imates  of f a r m  durable equ ipment  and  nonfarm buMnees plant  and  equdp- 

m e a t  expenditures.  The  flow-of-funds es t imates  are  based on D epa r tme n t  of Agricul ture  s tat is t ics  and  S E C - C o m m e r c e  s tat is t ics .  
rDifference between marke t  value  and coat value of changes in f a rm inventories.  
a lmpu ted  net  expor ts  equal  to net  domest ic  gold production. 
Slncludes net  acquisi t ion of si lver and minor  cola not  shown separately.  This  i tem is t reated as a f inancia l  t ransact ion i n  the  i~ow-c~-funds 

accoonts.  
a°Federal Government  contr ibut ions as employer  to general government  employee ret i rement  sys tems  and  Federal  Government 'eantr ib ,*t /ons  

to .veterans '  life insurance funds.  
~tFor discussion of t/mlnil differences, see Ch. 15, p. 284. 
t~Difl'ereaces between expenditures under  mil i tary  contracts  recorded at  renegotiated values in G N P  accounts and a t  original  prices In l low-~-  

funds  accounts;  and  difference between collateral values and  coat of f a rm Inventories securLag CCC direct and guaranteed  loans. 
~'Reflects mainly differences in es t imates  of net  Gove rnmen t  payables. 
1'State and  loc~  government  contr ibut ions as employer  to general government  employee ret i rement  sys tems.  
NoTlc.--Detal is  m a y  not add  to totals because of rounding. For  description of Cable, see p. 379. 
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'-: A x 

U n d e r  the  n a t i o n a l  i n c o m e  data  s y s t e m ,  fo r  e x a m p l e ,  " R e n t a l  
I n c o m e  of P e r s o n s "  c o n s i s t s  of (1) ne t  m o n e y  i n c o m e  f r o m  r e n t a l  of 
r e a l  p r o p e r t y ,  (2) ( the th ing  we a r e  e s p e c i a l l y  i n t e r e s t e d  in  h e r e J  
e s t i m a t e d  ne t  r e n t a l  va lue  to h o m e  o w n e r s  of t h e i r  h o m e s ,  and (3) 
r o y a l t i e s  of v a r i o u s  k inds .  

The  f l o w - o f - f u n d s  c o n s u m e r  accoun t  e x c l u d e s  g r o s s  i m p u t e d  
r e n t a l  va lue  of o w n e r - o c c u p i e d  h o m e s  ( n o n f a r m ) ,  but as  a s u b s t i t u t e  
i n c l u d e s  the  ac tua l  c a s h  ou t l ays  paid  out by c o n s u m e r s  as  h o m e  o w n -  
e r s - - o u t l a y s  in the f o r m  of p r o p e r t y  t a x e s ,  m o r t g a g e  i n t e r e s t ,  m a i n -  
t e n a n c e ,  and r e p a i r s .  

Again ,  u n d e r  GNP m e t h o d s ,  the  g r o s s  r e n t a l  va lue  of f a r m  d w e l l -  
ings  is  d e s i g n e d  to r e p r e s e n t  the  a m o u n t  which  would have  b e e n  pa id  
out if  the  d w e l l i n g s  w e r e  r e n t e d  s e p a r a t e l y  f r o m  the  f a r m s .  

The  f l o w - o f - f u n d s  s y s t e m  shows  a l l  ou t l ays  both  for  r e n t  of t e n a n t -  
o c c u p i e d  f a r m  d w e l l i n g s  and fo r  e x p e n s e s  of m a i n t a i n i n g  o w n e r - o c -  
cup ied  f a r m  d w e l l i n g s - - i n  the  f a r m  s e c t o r  and not  in the c o n s u m e r  
s e c t o r .  The  d i f f e r e n c e  in the  two m e t h o d s  i s  equa l  to f a r m  ne t  i m -  
pu ted  r e n t a l  i n c o m e ,  p lus  d e p r e c i a t i o n .  

O t h e r  d i f f e r e n c e s  (not  d e t a i l e d  in t ab le  6) c o v e r  i m p u t e d  p u r -  
c h a s e s  of s e r v i c e s  f r o m  f i n a n c i a l  i n t e r m e d i a r i e s ,  such  as  bank ing  
and i n v e s t o r  i n s t i t u t i o n s ,  o t h e r  t han  l i fe  i n s u r a n c e  c o m p a n i e s .  

W a g e s  in  k ind,  and i m p u t e d  p u r c h a s e s  of food and fue l  a c t u a l l y  
p r o d u c e d  on f a r m s  but w i t h d r a w n  in kind by f a m i l i e s  of f a r m  o p e r a t o r s  
a r e  o t h e r  e x a m p l e s  of d i f f e r e n t  h a n d l i n g  b e t w e e n  the  two s y s t e m s .  
T h e r e  a r e  m a n y  o t h e r s .  P l e a s e  no te ,  in  c o n c l u s i o n ,  on th i s  t h i r d  
s y s t e m ,  tha t  I have  c o m p a r e d  n a t i o n a l  i n c o m e  and f l o w - o f - f u n d s  
s y s t e m s ,  but have  not a t t e m p t e d  to show m o b i l i z a t i o n  u s e s  fo r  t he  
l a t t e r .  

O v e r ~ l  S u m m a r  7 

T h i s  m o r n i n g  we have  d i s c u s s e d  the  u s e s  of n a t i o n a l  i n c o m e  data ,  
i n p u t - o u t p u t  a n a l y s i s ,  and the  c i r c u l a r - f l o w - o f - f u n d s  t h e o r y  as  e c o -  
n o m i c  t oo l s ,  V a r i o u s  p e r s o n s  have  a t t e m p t e d  to co in  a s i n g l e  t e r m  
w h i c h  would  d e s c r i b e  a l l  t h r e e  s y s t e m s .  " S o c i a l  a c c o u n t i n g "  h a s  b e e n  
p r o p o s e d ,  but  I p r e f e r  " n a t i o n a l  e c o n o m i c  a c c o u n t i n g . "  By using t h e s e  
m e t h o d s  of n a t i o n a l  e c o n o m i c  accoun t i ng ,  we a r e  able  to do t h e s e  
th ings :  
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1. P i e c e  t o g e t h e r  m a n y  t y p e s  of s t a t i s t i c a l  i n f o r m a t i o n  to 
p o r t r a y  n a t i o n a l  and i n t e r n a t i o n a l  a s p e c t s  of the s t r u c t u r e  and o p e r a t i o n s  
of ou r  e c o n o m y .  

k, 

2. Make  h y p o t h e t i c a l  f o r e c a s t s  to a id  in m a r k e t  a n a l y s i s  and 
to d e t e r m i n e  i n v e s t m e n t  p r o g r a m s .  

3. E v a l u a t e  the e c o n o m i c  e f f e c t s  of d e c i s i o n s ,  both t h o s e  
t a k e n  and t h o s e  c o n t e m p l a t e d ,  on the p a r t  of b u s i n e s s ,  l a b o r ,  c o n s u m -  
e r s ,  and g o v e r n m e n t .  T h a n k  you.  

QUESTION:  On th i s  i n p u t - o u t p u t  a n a l y s i s  have  you  f o r m e d  any  
c o n c l u s i o n  as  to the d e g r e e  of a c c u r a c y  of t h e s e  f i g u r e s ?  T h e y  a r e  
e x t r e m e l y  i nvo lved .  

DR.  KRESS:  Y e s ,  t hey  a r e  e x t r e m e l y  i n v o l v e d .  As I s a i d ,  the 
s e c o n d  and t h i r d  s y s t e m s  g r e w  out  of the f i r s t  s y s t e m .  We have  had  
s e v e r a l  g o - a r o u n d s  on the f i r s t  s y s t e m  as  to w h e t h e r  i t  i s  any  good.  
D u r i n g  the w a r  s o m e  g r o u p s  q u e s t i o n e d  the v a l i d i t y  of the c o s t - o f - l i v i n g  
index .  

T h e  P r e s i d e n t ' s  C o m m i t t e e  on the C o s t  of L i v i n g  s t u d i e d  the 
m a t t e r  at  s o m e  l eng th  and c a m e  to the c o n c l u s i o n  tha t  the i n d e x  w a s  
a l i t t l e  l oggy ,  s l o w  to r e a c t ,  but  e s s e n t i a l l y  sound .  The  n u m b e r  of 
c i t i e s  f r o m  w h i c h  da ta  w e r e  t a k e n  was  e n l a r g e d  and s o m e w h a t  d i f f e r -  
en t  t y p e s  of f a m i l y  i n c o m e s  w e r e  i n v e s t i g a t e d  p e r i o d i c a l l y .  The  n a m e  
w a s  c h a n g e d  to the  " C o n s u m e r s '  P r i c e  Index .  " 

Now,  as  to th i s  n a t i o n a l  i n c o m e  da ta  s y s t e m ,  two y e a r s  ago l a s t  
J u l y  a s u b c o m m i t t e e  in  C o n g r e s s  he ld  a s e r i e s  of m e e t i n g s  i n v e s t i g a t i n g  
the a c c u r a c y  of t h e s e  s t a t i s t i c s ,  w h e t h e r  or  not  t hey  w e r e  c o m p l e t e  
enough ,  et  c e t e r a ,  e t  c e t e r a ,  et  c e t e r a .  Many  i n d i v i d u a l s ,  a g e n c i e s ,  
and f o u n d a t i o n s  t e s t i f i e d  b e f o r e  th i s  c o n g r e s s i o n a l  s u b c o m m i t t e e .  T h e y  
a l l  c a m e  to the c o n c l u s i o n  tha t  t h e r e  w e r e  a few f i e l d s  in wh ich  t h e y  
n e e d e d  s o m e t h i n g  s l i g h t l y  m o r e  in the way  of s t a t i s t i c s  than  t h e y  t h e n  had .  
O t h e r w i s e ,  the s y s t e m  was  s a t i s f a c t o r y .  

Q U E S T I O N :  As a s o u r c e  of i n f o r m a t i o n  fo r  the p a p e r  w o r k  tha t  
h a s  to be done it  s e e m s  to m e  tha t  it would  ve v e r y  d e s i r a b l e  to have  
a l l  the  s t a t i s t i c s  c o m e  in e v e r y  y e a r .  Do you th ink  it would be f e a s i b l e  
o r  p r a c t i c a l  to have  s o m e t h i n g  c o m e  in e a c h  y e a r  f r o m  al l  o r g a n i z a -  
t i ons  and p e r s o n s  s i m i l a r  to the i n c o m e  tax da t a?  I know i t  would  
m e a n  a n o t h e r  f o r m  to f i l l  out ,  but I f i l l  out about  500 a y e a r  a l r e a d y .  
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DR. KRESS: I t  would  be s t a t i s t i c a l l y  d e s i r a b l e .  No q u e s t i o n  
about  i t .  I t  m i g h t  be a l i t t l e  m o r e  e x p e n s i v e  to the  t a x p a y e r .  

A c t u a l l y ,  the way  i t ' s  done n o w - - m a y b e  th i s  wi l l  t h r o w  l igh t  on 
i t - - e a c h  t en  y e a r s ,  you know,  t h e r e  is  a d e c e n n i a l  c e n s u s  t a k e n .  T h e y  
u s e  th i s  o p p o r t u n i t y  to a s k  m a n y  m i s c e l l a n e o u s  q u e s t i o n s ,  m a n y  o c -  
c u p a t i o n  q u e s t i o n s ,  m a n y  s a l a r y  q u e s t i o n s ,  as  we l l  as  to coun t  n u m b e r s .  
So e v e r y  ten  y e a r s  you get  a p r e t t y  good p i c t u r e  f r o m  the  d o o r - t o - d o o r  
c a n v a s s e s .  

About  e v e r y  f ive  y e a r s  a c e n s u s  of m a n u f a c t u r e r s ,  is  t a k e n ,  in 
w h i c h  peop l e  f r o m  the C e n s u s  B u r e a u ,  in c o n j u n c t i o n  wi th  the D e p a r t -  
m e n t  of C o m m e r c e ,  a c t u a l l y  go out in to  the m a n u f a c t u r i n g  f i e l d s  and 
m a k e  a c o n s i d e r a b l e  s tudy .  

B e t w e e n  .the f i v e - y e a r  and t e n - y e a r  p e r i o d s ,  t hey  r e s o r t  to 
m o n t h l y  s a m p l i n g ,  by a r e a s .  T h e y  wil l  a c t u a l l y  pu l l  doo r  b e l l s  in an 
a r e a  and a s k  q u e s t i o n s  of b u s i n e s s m e n  and i n d i v i d u a l  c o n s u m e r s .  

Y o u ' r e  go ing  to a s k  m e  now, Is  th i s  s a m p l i n g  p r o c e s s  good?  Wel l ,  
t h e r e  a g a i n  you have  to t ake  it on s igh t ,  as  it  i s .  Both s m a l l  s a m p l i n g  
p r o c e d u r e s  and l a r g e  s a m p l i n g  p r o c e d u r e s  a r e  u s e d  s u c c e s s f u l l y .  In  
m y  c o u r s e s  in s t a t i s t i c s ,  the few tha t  I have  had ,  t hey  have  c o n v i n c e d  
m e  tha t  t h e y  cou ld  do it .  I th ink  you can  depend  on the  s a m p l i n g  p r o -  
c e s s  wi thou t  too m u c h  e r r o r ,  if you have  wha t  is c a l l e d  a " b e n c h m a r k ,  " 
tha t  i s ,  one of t h e s e  c e n s u s e s ,  not  too f a r  a w a y ,  to u s e  as  a b a s e .  

(5 Nov 1 9 5 6 - - 2 5 0 ) B / I B C  
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