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The Nation's Economic Budget
The Nation's Economic Budget (table A-l) is designed to show signifi-

cant changes in the economy as they are indicated by the receipts and expen-
ditures of consumers, business, and government, and by net transactions with
the rest of the world. The net additions to and absorption of saving of
these groups are also shown in the Budget. The total of the Nation's Eco-
nomic Budget measures the gross national product, i. e., total current pro-
duction of goods and services. On the receipts side the total consists of
wages and salaries, retained business earnings, and other incomes relating
to current production. On the expenditure side it consists of purchases
of current output.

Besides expenditures for current output and the corresponding receipts
there are transfers of purchasing power, such as government payments to
social security beneficiaries and veterans' pensions. While governmental
transfers do not arise from current production, as a source of purchasing
power they are not different from any of the payments that do. They con-
tribute to spendable income and have an important bearing on production
and prices. Omitting transfers from government accounts would under-
state the size and impact of government budgets on incomes and expendi-
tures of consumers and business and on foreign transactions. They are
therefore included in the Nation's Economic Budget.

In order to distinguish between expenditure for goods and services and
transfers the former are shown in roman type and the latter in italics in
the Nation's Economic Budget. Only the former are added to arrive at
the total, which equals the gross national product or expenditure.
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TABLE A-l.—The Nation's economic budget, 7948-49

[Billions of dollars, annual rates, seasonally adjusted]

Economic group

CONSUMERS

1 Disposable income relating to current production...
2 Government transfers and net interest payments

3 Disposable personal income __
4 Expenditures for goods and services
6 Personal savings (+)

BUSINESS

6 Retained business receipts from current production
7 Gross private domestic investment
8 Excess of receipts (+) or investment ( )

INTERNATIONAL

9 Government loan transfers abroad _
10 Net foreign investment.. _ _
11 Excess of rceeipts (+) or investment ( )

GOVERNMENT (Federal, State, and local)

12 Tax payments or liabilities
13 Adjustment to cash basis

14 Cash receipts from the public
15 Purchases of goods and services
16 Government transfers

17 Cash vavments to the vublic
18 Excess of receivts (+) or Davments (—}

ADJUSTMENTS

19 For receipts relating to gross national product
20 Other adjustments

21 Gross national product. . . . . . .

1948, first half

Receipts

171.8
15. 8

187.1

22.0

1.7

58.4
8.8

61.7

—3.1
-2.7

249.3

Expendi-
tures

174.9

38.9

3.3

32.2
17.4

49.6

249.3

Excess of
receipts
(+)or
deficit
(-)

+12.2

-16.9

-1.6

+12.1

—S.I
-2.7

0

1948, second half

Receipts

183.1
14.7

197.8

25.5

.9

58.9
-1.6

67. S

- 4 . 6
+1.S

262.7

Expendi-
tures

180.6

42.8

38.8
15.5

64.3

262.7

Excess of
receipts
(+)or
deficit
(-)

+17.2

-17.8

+•4

+8.0

-4.6
+1-8

0

1949, first half 1

Receipts

179.6
16.8 \

195.4

26.2

1.1

54.5
2.2

66.7

- 6 . 5
-1.7

253.9

Expendi-
tures

175.8

35.7

41.8
17.2

69.0

253.9

Excess^of
receipts
(+)or
deficit
(-)

+19.6

-9.6

+•*

-2.4

-6.6
-1.7

0
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i Estimates based on incomplete data.
NOTE.—Items relating to current production of goods and services are shown in roman type. Transfer payments and receipts and subtotals including them are in italics; these

items are not included in the gross national product.
Detail will not necessarily add to totals because of rounding.

Explanatory notes:
Lines 1-5: See table A-2, Consumer Account.
Lines 6-8: See table A-3, Business Account.
Lines 9-11: See table A-4, International Account.
Lines 12-18: See table A-5, Government Account.
Line 19: Includes the statistical discrepancy and the current surplus of Government enterprises less Government subsidies. The statistical discrepancy represents the differ-

ence between two independent estimates of gross national product, one arrived at by estimating the income received from current output and one by estimating expenditures for this
output. The adjustment for statistical discrepancy brings the estimate on the receipts side into agreement with that on the expenditure side of the accounts.

Line 20: An adjustment is necessary to balance the sum of the transfers on the receipts side with that on the payments side because of the fact that somewhat different bases for
measurement have been used in estimating various components of receipts and payments. Most of the discrepancies reduce to a difference in timing between the recording of a receipt
and a payment. A correction must be made for the difference between the time a tax liability is incurred or payments are made and the time a receipt is recorded by the Gov-
ernment. Payment is sometimes made for goods produced in a previous period; interest payments on a cash basis differ from the accrued interest shown under consumer receipts, etc.

Sources: This table is based on the national income and product statistics of the Department of Commerce, with revised figures for net foreign investment and construction,
and on Federal cash receipts from and payments to the public estimated by the Bureau of the Budget.
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Since the transfers of the government augment the receipts of consumers,
business, or foreign countries, the transfer payments and receipts of transfers
are conceptually equal. The small discrepancy between the totals is due to
statistical problems of measurement.

Tables A-2 through A-5 contain the accounts of consumers, business,
international transactions, and the government. They indicate how the
receipts and expenditures in each account have been derived, and present
some break-down of the totals where this is feasible.

Consumer account

Table A-2 shows personal income and its principal components, personal
taxes, and a break-down of expenditures by important classifications. Con-
sumer income includes the net profits of unincorporated businesses and
farms (proprietors' income). Expenditures for construction of dwellings
are considered as a business investment and hence are not included in con-
sumption expenditure. Personal saving is a residual figure derived by
deducting consumption expenditures from disposable income.

TABLE A-2.—Consumer account, 1948-49

[Billions of dollars, annual rates, seasonally adjusted]

Receipts or expenditures

1948

First
half

Second
half

1949,
first
half*

Receipts:
Personal income arising from current production of goods and services:

Wage and salary receipts and other labor income
Proprietors' and rental income
Dividends and private interest _
Business transfer payments _

Total _
Plus:

Net interest paid by Government
Other Government transfer payments

Equals: Total personal income
Less: Personal tax and nontax payments

Equals: Disposable personal income

Expenditures:
Durable goods.._
Nondurable goods ._
Services. _

Total expenditures

Personal saving *

i Estimates based on Incomplete data.
* See also appendix tables B-4, D-4, and D-5.
NOTE.—Detail will not necessarily add to totals because of rounding.

130.0
50.8
12.2

138.6
51.0
13.1

193.6

4.5
10.8

208.9
21.8

203.3

4.6
10.1

218.0
20.1

187.1 197.8

22.0
102.6
50.3

23.3
104.7
52.6

174.9 180.6

12.2 17.2

135.2
48.8
13.6

198.2

4.6
11.2

214.0
18.6

195.4

21.8
100.2
53.8

175.8

19.6
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Business account
The business account is shown in table A-3. Business income includes

undistributed corporate profits and the adjustment for corporate inventory
valuation, plus capital consumption allowances for both corporate and non-
corporate business. Because there is no information on noncorporate
entrepreneurial withdrawals, it is impossible to include an estimate of
retained earnings for unincorporated business in business income. They
are therefore included in personal income. On the other hand, investment
includes not only the investment of all business, but also the investment of
individuals in homes. Business income and expenditures are therefore not
entirely comparable.

The inventory valuation adjustment is included as a business receipt in the
Nation's Economic Budget tables to make the profits estimates consistent
with the national income and product basis of accounting. Business income,
both corporate and noncorporate, is reckoned by business inclusive of
changes in the book value of inventory. The gross national output or prod-
uct for any period includes only the real change in inventories (net change
in physical volume valued at current prices). An adjustment is therefore
made in proprietors' and in corporate net income so that the income basis
of accounting agrees with the product basis. (In table 2, proprietors'
income is included net of the inventory valuation adjustment.) This does
not necessarily imply that business receipts should be valued after inventory
valuation adjustment for purposes other than national income accounting.

The point has been frequently made that the book profits overstate the
real position of business during the period when reported book profits are
rising, since part of the profits have to be devoted to replacing inventories
at higher prices and hence are not available to finance the expansion of
plant and equipment or for other purposes. Thus, during 1948, when re-
ported corporate book profits were estimated at 32.8 billion dollars before
taxes, it was also estimated that the additional costs of replacing inventories
of corporations amounted to 3 billion dollars, thus yielding profits before
taxes, adjusted for the higher cost of replacing inventories, of 29.8 billion
dollars.

With the reversal of the price movement during the first half of 1949,
the replacement costs of inventories have fallen. Since business in the
main calculates the value of its inventories on the basis of cost or market
price, whichever is lower, the effect of declining prices is to cause book
profits to fall as inventories are marked down to the lower prices. In
addition, of course, profits may fall because production or dollar margins
are reduced. During the first half of 1949, corporate book profits are
estimated to have been running at an annual rate of 27.2 billion dollars
before taxes, but this is after an estimated write-down of inventories at an
annual rate of 2.7 billion dollars. If the estimated corporate book profits
of 27.2 billion dollars (annual rate) is adjusted for the write-down in inven-
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tories, the estimated corporate profits before taxes for the first half of 1949
would then amount to 29.8 billion dollars (annual rate) which is the same
as the level of profits before taxes in 1948, similarly adjusted for the change
in the replacement costs of inventories.

TABLE A-3.—Business account, 1948-49
[Billions of dollars, annual rates, seasonally adjusted]

Receipts or investment

Receipts:
Corporate profits before tax
Less:

Corporate profits tax liabilities . . . . _ _ . .. . . .
Dividends

Equals: Corporate undivided profits
Plus:

Capital consumption allowances
Corporate inventory valuation adjustment *

Equals: Retained earnings and additions to reserves. _

Private domestic gross investment:
Construction4 _ _ .

Residential nonfarm
Nonresidential - - _ _ - -

Producers' durable equipment
Change in inventories _ _ _

Nonfarm only._ _ _.-

Total gross private domestic investment

Excess of receipts (+) or investment (—) - - -

1948

First
half

31.3

12.2
7.4

11.8

14.2
- 3 . 9

22.0

15.3
7.2
8.1

20.4
3.2
3.0

38.9

-16.9

Second
half

34.4

13.4
8.0

13.0

14.7
- 2 . 2

25.5

16.1
7.3
8.9

22.3
4.4
3.1

42.8

-17.3

1949,
first
half*

« 27.2

M0.9
8.2
8.1

15.4
+2.7

26.2

14.6
6.3
8.2

21.8
- . 6

- 1 . 3

35.7

- 9 . 5

1 Estimate based on incomplete data.
8 Estimates by the Council of Economic Advisers.
3 This adjustment is required because corporate income is reckoned inclusive of changes in the book value

of inventory, as is customary in business accounting, whereas only the value of the real change in inventories
is counted as current output in the gross national product.

* Incorporates new construction series not previously included in the gross national product.
NOTE.—Detail will not necessarily add to totals because of rounding.
Source: Based on estimates of the Department of Commerce.

International account

The international account is designed to summarize our economic rela-
tions with the rest of the world. Net foreign investment shows the increase
or decrease in claims against other countries and international institutions.
The figure is arrived at by taking the surplus of exports over imports of
goods and services, including investment income, and deducting net gifts,
i. e., "unilateral transfers," since such gifts do not increase our claims on the
rest of the world. Errors and omissions in the balance of payments statis-
tics are treated as being entirely in the capital account. Government gifts
or unilateral transfers are now an important magnitude because of the
European Recovery Program. Since Government and private gifts are not
included in net foreign investment, they are included in Government and
personal expenditures for goods and services in arriving at total national
outlays.

Government gifts comprise only part of Government aid to foreign coun-
tries. Loans to foreign governments and subscriptions to international
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organizations such as the International Bank for Reconstruction and De-
velopment and the International Monetary Fund are also important. Loans
and subscriptions constitute a transfer of purchasing power. At the time
they are paid in cash these loans and investments are included in Govern-
ment transfer payments and as a receipt in the international account of the
Nation's Economic Budget. The difference between these receipts and net
foreign investment, or "excess of investment" represents the portion of the
surplus of exports of goods and services that is financed by other means
than Government cash loans or subscriptions and Government and private
gifts.

From the standpoint of the break-down of the Government cash payments
into expenditures for goods and services and transfers, there is an anomaly
in considering unilateral transfers or gifts as a goods and services expendi-
ture rather than a transfer item. This treatment is necessary, however,
because the national income accounts include net foreign investment (the
surplus of exports less gifts) rather than the total surplus of exports as a
component item. If such gifts were not included in goods and services
expenditures, the national output would be understated.

Differences of concept exist between government grants and loans as
included in the balance of payments accounts and in the goverment cash
accounts (table A-8). Surplus property credits and other aid which does
not involve an outlay of cash by the Federal Government are not included
in cash accounts. Long-term loans and subscriptions to the International
Monetary Fund and the International Bank for Reconstruction and Devel-
opment are included in the cash accounts when the cash is transferred.

TABLE A-4.—International account, 1948-49

[Billions of dollars, annual rates]

Receipts or investment

Receipts:
Net long-term loans8 .
Payments to the International Monetary Fund and International Bank 3___

Total Government loan investments abroad

Investment:
Excess of exports of goods and services over imports _ - .
Less:

Net unilateral transfers:
Government4 _
Private __

Equals: Net foreign investment _

Excess of receipts (+) or investment (—) _._ __ _ _

1948

First
half

1.1
.61

1.7|

7.2

3.2
.7

3.3

- 1 . 6

Second
half

0.8
.1

.9

5.4

4.3
.6

.5

+.4

1949,
first
halfi

1.0
.1

* 1.1

6.8

5.5
.6

.6

+.5

i Estimates based on incomplete data.
a Includes only cash withdrawals under loan agreements. Does not include noncash transactions such as

lend-lease and surplus property credits as shown in appendix table D-34.
3 Cash payments on subscriptions.
* Does not agree with unilateral aid included in table A-8 which is on a Daily Treasury Statement basis.

For a further break-down of Government unilateral transfers, see table D-34.
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Government account

The government account reconciles cash receipts from and payments to
the public with the government revenue and expenditure estimates which
have been incorporated in the national income and product accounts. It
also provides a break-down of government receipts and expenditures into
Federal and State and local components.1

There are several important differences between the concept of gov-
ernment revenue appropriate to the national income accounts and cash
receipts from the public. In the national income accounts corporation
income taxes are included on a liability basis and personal taxes on a pay-
ments basis. In the case of corporations, there is a lag of about a year
between the time a liability is incurred and the time payment is made to
the government. The difference between corporation tax liabilities and
government receipts for the same period may be substantial. Receipts of
income taxes also lag somewhat behind payments under the withholding
system.

In addition, cash receipts include some items of revenue which are not
derived from current production and are consequently not included in the
income and product accounts; for example, receipts from the sale of surplus
property and various items of miscellaneous receipts. (See table A-6.)
Noncash items, such as government contributions to retirement funds for
employees, are excluded. These are intragovernmental transfers rather
than cash payments to the public.

Similarly, cash payments are more inclusive than the concept of gov-
ernment expenditures appropriate to the income and product calculations.
Government loans ordinarily do not appear anywhere in government ex-
penditures in the income and product series. An important exception is
crop-secured loans made by the Commodity Credit Corporation. The com-
modities which secure these loans are considered as an addition to govern-
ment inventory or capital formation, and the loan as an expenditure for
goods and services.

1 Cash receipts from the public and payments to the public represent a consolidation of
the United States budget with the Government trust and corporation accounts. All intra-
governmental or noncash transactions have been eliminated. A detailed explanation of
this consolidation may be found in the Budget of the United States Government for the
fiscal year 1950, p. 1375. A summary of the derivation of cash receipts and payments from
budgetary receipts and expenditures for calendar year 1948 was presented in the Council's
Annual Review of January 1949, pp. 89 and 90.
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TABLE A-5.—Government account {Federal, State, and local), 1948-49
[Billions of dollars, annual rates, seasonally adjusted]

Receipt or expenditure

Tax and nontax payments or liabilities: *
Federal
State and local _

Total

Adjustment to cash basis:
Noncash receipts s__ __
Excess of cash receipts over tax liabilities or payments •

Cash receipts from the public

Expenditures:
Purchases of goods and services:

Federal*
State and local

Total _

Other Government payments:
Transfers to individuals.. __
Cash interest payments to the public • _ _.
Loans to foreign governments and subscriptions to the International

Bank and International Monetary Fund 1 _ _
All other s

Total

Cash payments to the public _

Cash surplus (+) or deficit (—)

ADDENDUM
Federal:

Cash receipts -
Cash payments _.

Surplus (+) or deficit (—)

State and local:
Cash receipts
Cash payments

Surplus (+) or deficit ( - )

1948

First
half

43.5
14.9

58.4

—1 1
+4.4

61.7

17.9
14.3

32.2

10.8
4.4

1.7
.5

17.4

49.6

+12.1

47.4
35.1

+12.3

14.3
14.5

- . 2

Second
half

43 6
15.3

58.9

—1 1
- . 5

57.3

23.0
15.9

38.8

10 1
4.4

.9

.1

15.5

54.3

+3.0

42.6
38.7

+3.9

14.7
15.6

— 9

1949,
first
half*

38 7
15.8

54.5

—1 2
+3.4

56.7

24.8
17.0

41.8

11 2
4.5

1.1
.4

17.2

59.0

-2.4

41.6
42.5

-1.0

15.1
16.5

-1.4

* Estimates based on incomplete data.
2 Personal and indirect business tax payments and corporation tax liabilities. Includes contributions for

social insurance.
» Consists of deductions from Government employees' salaries for retirement funds, and Government

contributions to retirement funds, national service life and Government life insurance funds.
* Includes excess of corporation tax receipts over liabilities and excess of personal tax receipts over pay-

ments. Cash receipts also include some items of miscellaneous internal revenue not included in tax and
nontax payments, such as receipts from sales of surplus property.

« Sales of surplus property of 1 billion dollars in the first half of 1948, and 200 billion dollars in the other
2 periods have been deducted from gross expenditures.

* Does not agree with net interest paid by government (table A-2) which is on an accrual basis.
7 See table A-4, International Account.
8 Includes all other cash payments less non-cash payments for goods and services. Other cash payments

include net payments by Government corporations (except capital formation), net prepayments, and the
excess of checks paid over checks issued. Non-cash purchases of goods and services include deductions
from Government employees' salaries for retirement funds and the Government contribution to such funds.

NOTE.—Detail will not necessarily add to totals because of rounding.
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In the cash payments series, the receipts of the Government corporations
have been offset against the expenditures and only the net expenditure
has been included. The same treatment is accorded the Post Office because
of the quasi-commercial character of its operations.2 Grants-in-aid to State
and local governments are included as a cash payment of the Federal
Government and are not counted as either a cash receipt or payment of the
States and localities.

The major revenue sources of the Federal Government are shown in
table A-6, Cash Receipts from the Public and Federal Gash Surplus. Ex-
penditures according to major governmental function are shown in table
A-7, Gash Payments to the Public. In table A-8, Federal expenditures
have been classified by recipient, whether individuals, businesses, foreign
countries, or States and localities. In most cases the term "recipient"
means the initial recipient. However, this classification has not been fol-
lowed in the case of a considerable part of the expenditure for international
aid. All such expenditures have here been classed under international aid,
even though some relate to direct purchases by the United States Govern-
ment from business, in order to show a comprehensive total for the aid
programs. The same procedure has been followed in the case of State and
local aid programs, although the amounts of direct procurement by the
Federal Government are not considerable.

A similar line of reasoning was applied to the postal deficit, the entire
amount of which has been included as a subsidy to business. Wages and
salaries paid to postal employees consequently do not appear under wages
and salaries in table A-8, but have been netted against postal receipts to
arrive at the total deficit.

2 The national income and product accounts include the purchases of Government enter-
prises (in general the Post Office and Government corporations) on capital account, their
net interest payments and their operating surplus or deficit. See table III, Consolidated
Government Receipts and Expenditures Account, in the Survey of Current Business,
July 1949.
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TABLE A—6.—Federal cash receipts from the public other than borrowings calendar
years 1948 and 1949

[Billions of dollars, annual rates, seasonally adjusted]

Cash receipts from

Federal cash receipts from the public:
Direct taxes on individuals2 _~
Direct taxes on corporations
Employment taxes
Excises and customs _
Surplus property receipts
Deposits by States, unemployment insurance
Veterans' life insurance premiums _
Other .._ _
Less: refunds of receipts

Total Federal cash receipts from the public.

1948

First
half

22.8
11.1
2.4
7.8
1.8
.9
.4

2.4
2.2

47.4

Second
half

19.0
11.1
2.5
8.0
.5

1.1
.4

2.1
2.2

42.6

1949,
first
half *

18.2
12.0
2.5
7.9
.7
.9
.4

1.5
2.9

41.6

* Estimates based on incomplete data.
2 Includes personal income taxes and estate and gift taxes.
NOTE.—Detail will not necessarily add to totals because of rounding.

TABLE A-7.—Federal cash payments to the public by function, calendar years 1948
and 1949

[Billions of dollars, annual rates, seasonally adjusted]

Function

1948

First
half

11.1
5.2
7.0
2.2
.4

3.9
5.3

- . 2
+.2
35.1

Second
half

11.2
6.1
6.9
2.5
2.3
3.8
6.6

- . 3
- . 5

38.7

1949,
first
hain

National defense
International affairs and finance __.
Veterans' services and benefits
Social welfare, health, and security
Agriculture and agricultural resources
Interest on the public debt
Other _
Deduction from Federal employees' salaries for retirement
Clearing account for outstanding checks and telegraphic reports.

Total cash payments to the public.-

12.7
7.3
7.4
2.6
2.9
4.0
6.1

- . 3
- . 2

42.5

* Estimates based on incomplete data.

NOTE.—Detail will not necessarily add to totals because of rounding.
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TABLE A-8.—Federal cash payments to the public by type of recipient, calendar years
1947 and 1948
[Billions of dollars]

Cash payments to— 1947 1948

Individuals:
Salaries and wages of Federal personnel:

Military i
Civilian 2

Allowances to dependents of military personnel _.
Readjustment benefits, pensions, and other payments to veterans 3_.
Social insurance beneficiaries
Loans to home owners * _.
Interest*
Others

3.0
4.6
.3

7.0
1.8

- . 2
.8
.4

Total- 17.7

Business and farmers:
Subsidies and other payments to farmers
Loans and investments. __
Interest5 . .
Subsidy arising from postal deficit8

Home-mortgage purchases from financial institutions .
Other '

.1
2.9
.2
.1

7.4

Total- 11.5

International:
Loans and grants, European Recovery Program 10

Other loans to foreign governments (net withdrawals)10

Other grants10

Payments to the International Monetary Fund and International Bank io_.
Other"

3.6
1.9
1.8
.1

Total- 7.4

State and local governments and public agencies:
Grants-in-aid
Interest..
Loans

1.6
.1

Total

Clearing account for outstanding checks and telegraphic reports.

Total Federal cash payments to the public

1.8

.2

38.6

2.7
4.6
.3

5.8
1.9

—.1
1.1
.7

17.0

1.1
I

2.8
.5
.2

7.7

12.3

1.8
.5

2.8
.4
.6

6.0

1.8
.1

1.9

- . 2

37.0

1 Excluding terminal leave pay.
2 Civilian wages and salaries exclude pay-roll deductions for Federal employees' retirement, and post

office wages and salaries.
3 Also includes cash terminal leave pay to enlisted personnel, cashing of terminal leave bonds, mustering-

out pay, and payment of Government and national service life insurance benefits to veterans' beneficiaries.
* Repayments exceed loans.
«Includes interest payments on the Federal debt, and a small amount of interest on tax refunds. Interest

figures in this table are not comparable with those in table A-2. Interest in that table includes payments to
unincorporated business as well as to individuals and is adjusted for certain interaccount transfers.

« Consists of cash trust account payments other than payment of social insurance benefits and Government
and national service life insurance. Such items as repayments of personal funds of military and civilian
personnel located overseas which were deposited in trust accounts, and payments of earnings to prisoners
of war are included.

7 Less than 50 million dollars.
s In cash payments to the public, the Post Office is included on a net basis. The whole deficit is shown

here as a subsidy, and is included in the business category because the deficit arises primarily out of the
subsidy to mail other than first class.

» Equals the excess of Federal cash payments to the public over the sum of all other payments shown in
this table. Includes mainly Government purchases of goods and services from business.

10 Estimates are on a Daily Treasury Statement basis, which does not necessarily agree with U. S. Govern-
ment aid to foreign countries as shown in appendix tables D-33 and D-34.

11 Includes other Government expenditures abroad and payments for membership in international organi-
zations other than listed above.
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