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STATEMENT SUBMITT-D TO THE T'MPORARY NATIONAL ECONOMIC COMMITTEE

4%/4/ (739

Lauchlin Currie,

Assistant Director, Division of Research and Statistics,
Board of Governors of the Pederal Reserve System,

I have been asked to present information relating to the magnitude
of the various outlets for saving since 1921 and the relation of the
total to the national income, The data which I shall present have
been worked up in the Division of Research and Statistics of the
Board of Governors of the Federal Reserve System, of which Dr, E, A,
Goldernweiser 1s the Director, Being mostly of a preliminary nature,
the data have not &s yet been published in the present form,

It mey make it easier to follow th: charts and figures presented
and to appraise their significance if they are prefacced by a brief
description of the conception of the way our economy works which under-
lies the cholce of charts and figures placed before you,

If we think of the national income as a stream of goods and
services, all represented by their dollar equivalents, we can take
the next step and congzider the factors that tend to kecp the stream
going uninterruptedly, and the factors that tend to obstruct and
divert the stream, When a person carns wages and spends them for
living expenses as rapidly as he reccives them, there is no interrup-—
tion in the stream, When & corporation tdkes dn money in exchange
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for the goods it produces, and disburses it at the samc rate for
wages, materials, power, and dividends, therc is no interruption,

When, however, a part of the wages rcceived or of money
realized for sales is not dishurscd but is retained by the rccipicente
cither in the form of cash or of deposits— or is used to pay off
dcbts, or cven if it is invested in sccuritics, therec may be an
interruption in thc even flow of the moncy stream, ‘hcther there
is or is not decpends on whother the moncy thus withdrawn is kept
idle, or hoardcd, or whother it is returned to the stream through
disburscment for new plent and cquipment, or for renovation or cn-
largemznt of cxisting plant, or offsct by tho oxpenditure of an
equal emount, Thc moncy thus rcstorcd continucs to bc a saving by
the individuel, but it is no longcr a withdrawal from the income
stream,

The anslysis underlying the charts and tables hcere presented,
in other words, scparatcs the act of saving, which when taken by
itsclf rcprescnts a withdrewel from the incomce stream, from the
act of cxpcondéiturce which restoros the moncy to the strcam, Such
a2 scparation is nccessary for a clear analysis and is Togical be=
cousc in most cascs offsetting expenciturcs arc mede by groups
diifcrent from the originel savers, The principel exception is
industriel canital cxponditurcs financcd out of corporate income
enG deprecietion allowences, ond even theore the cet of saving and

the actual capital cxponditure may be quitc unrclated to cach other,
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The selling price of all goods produced covers not only the
current expenses of wages and materials but also depreciation and
depletion charges, taxes, interest and profits, Some of these
funds are retained by business; others are paid out to individuals
and some of these, especially interest and dividends, are likely
to be saved, Hence, only a portion of the gross national income
is available for consumption, If the stream of money payments is
not to decline, an amount equivalent to the portion of the gross
national income not spent on. consumption must be spent on plant and
equipment, etc, It is proper, therefore, to speak not only of out-
lets for saving but of offsets to saving,

It is not implied in this analysis, as is sometimes believed,
that there is something uneconomic or anti-social in the act of
saving, From the point of view of an individual it is a natural
and prudent act, and from the point of view of the economy as a
whole it is nccessary in order to provide a source of funds for the
replacement and expansion of our plent and equipment, The point
is simply that if moncy is withdravm from the income stream by saving,
it has to be offsct by an equal cxpenditurc on plant, cte,, if the
fldw of money payments and the total demand for goods of all kinds
is not to be interrupted,

The most commonly accepted definition of saving, as applicd to
the nation as a whole, is that it is the difference betwocen the
national income and the amount spent out of that income on consumpes

tion, Since the national income is the valuc of all goods and
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services produced in a period, the total volume of saving is also
the differcnee between the valuc of goods and scrvices procduccd

in a period and the valuc of goods and scrvices consumed, In other
words, thc volumc of cxpcnditurcs on plant and cquipment, construc-
tion, cte,, may not only be regarded as an offsct to or outlct for
currcnt saving, but it is also a measurc of saving as just defined,

It is obvious that the larger the portion of a given nationel
income that is withhclé from consumption, the lerger must be the
oxpenditurcs that represent offscts to saving, if the national
incomz is not to decline, To statc the rewversc of this proposition,
the larger the portion of income thet is spent on consumption, the
smaeller n.oed be the volume of coplitel cxpenditurcs to sustain a
given netionsl income, Howr much income will result from & given
increcase in capitel cxpcenditurces deponds on the proportion of the
additional incomc that will be consumcd and the proportion thet
will be saved,

Still another inferenec moy be drown from this linc of reason~
ing, If it can bc c¢stablishcd what proportion of an assumed nate
ional income will bc saved, or withhclé from current consumption,
it is also cstablishcd how large tho outlcts for, or offscts to
saving will have to bec to attein and sustein that national income,
Henee the problem of meintaining full cmployment is the problem of
sceuring suificient outlets for the saving that will accomparny full

cmployment,

Federal Reserve Bank of St. Louis



-5

The following types of expenditures are generally considered
to represent the major outlsts for or offsets to gross saving:

1. Expenditures on plant and equipment charged to capital
account.

These are financed from such sources as depreciation allowsnces,
rotaired earnings, borrowings and stock issues.

£. Private housing expenditures.

Since the bulk of expenditures on new residential construction
i# financed by borrowing, snd little comes out of current income,
it is customary to consider such expenditures ass cutlets for saving.

-

5. Valusz of the chenwe in inventories.

An increase in inventories represents an increcsed value of

goods produced but not purchaced out of. finsl consumer income. The

monetary effect of a change, while it i=s taking place, is strictly
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analogous to the effect ¢f plact and equipment expenditures.

4, Net sdditions to disposable c¢ash income attributable to

public bodies.

This category is chosen rather than expenditures on public
construction because we ars here more interested in the dynamics
cf the flow of income then in the measurement of the addition to
the durable goods of the community. Public expenditures that add
to disposable cash income more then tax receipts decreasse dispcsable
cash income, constitute on offset for an equivalent zmount of

current saving.
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5 Nct foreign balance on current account,

This represents the excess of payments rececived by us from
foreigners over payments made by us to foreigners on other than
capitael movements, An excess is a net addition to disposable
domestic cash income and hence may be régarded as an offset to
domestic saving, It represents goods produccd and not sold to
domestic consumers and hence, for present purposes, is analogous
to plant expenditurcs,

6, Net chan-e in consumer credit,

An increase in this category misht either be treated as nega~
tive saving or as an outlet for current saving, The latter alterna-
tive is zdopted here,

Data on the incomew-producing expenditures that offset saving,
for the period 1921-1938, listed above, are prescnted in Tables
I-A to I~E, and are plotted on Charts I-A to I-E,

The firurcs presented below differ in reliability and are
subject to revision, They are believed, however, to glve a reason-
obly accurate approximation of the total inceme~producing expendi-
tures that offsct saving and to give a more accurate approximation
of the magnitude of current gross savings, i, e,, of gross income
not spent in consumption, than is now possiblc to obtain by direct
measuremcnt, Most of the serics are availablc only on an annuel

basis,
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TABLE Is

Income-~Producing Expenditures that 0ffset Saving

(In millions of dollars)

Total Plant
Plant Equipment and Equipment
1921 2,344 2,751 5,095
1922 2,536 3,130 5,666
1923 3,137 4,628 7,765
1924 3,183 4,359 7,542
1925 3,456 4,613 5,069
1926 4,031 4,903 8,934
1927 3,960 4,649 8,609
1928 3,942 4,807 8,749
1929 4,365 5,680 10,045
1930 3,683 4,624 8,307
1931 2,166 2,979 5,145
1932 1,188 1,646 2,834
1933 874 1,559 2,433
1934 1,1¢2 2,357 3,459
19356 1,245 3,145 4,390
1936 1,628 4,367 5,995
1337 2,175 5,341 7,516
1638 1,816 3,646 5,462p

Note: for sources and methods, See appendix to
testimony of Lauchlin Curvrie.
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CHART |-A

INCOME-PRODUCING EXPENDITURES THAT OFFSET SAVING
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Table I~A and Chart I-A bring out the interesting fact that by
1937 all equipment expenditures had recovered to 94 percent of the
1929 figure and were in excess of &ll previous years, This has a
direct bearing on the question as to what extent the industrial,
commercial and agricultural equipment of the country has been kept
up to date, Plant expenditures, on the other hand, amounted in 1937
to only half of the 1929 toteal,

Another interesting fact that ecmerges from thaese figures is the
comparative smallness of the increase in plent and equipmont expendi-~
tures, especially equipment, that occurrcd from 1923 to 1928, despite
the considerable rise in production and consumption that occurrcd in
this period, Yct, generally speaking, a comfortablc rescrve margin

of productive capacity was maintained throughout the period,

Table I~B and Chart I-B show thc plant and couipment exponditurcs
in mining and manmufacturing, utilities, railroads, arnd commercial
and miscellancous, It will be observcd thet in 1937, copital expendi-
tures In mining and menufacturing cxcceded the 1928 level, Equipe
ment exponditures alone (not shown in the teblc) epproximated the
peak 1929 volume, The wide gap betwcen 1929 and 1937 in commercial
and miscellancous was almost entirely attributable to cxpenditures
on commercizl buildings s which aggregated $1,2 billion in 1929 as

contrasted with $370 million in 1937,
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TABLE Ib

Incocme~Preducing Expenditures that Offset Saving (continucd)

(In millions of dollars)

Mining and All Commercial and
Manufacturing | Public Utility | Railroad | Miscellaneous

1921 1,951 755 E50 1,351
1922 2,073 1,061 434 1,559
1923 2,561 1,485 1,077 1,929
1924 2,265 1,718 901 1,993
1925 2,625 1,597 788 2,361
1926 3,245 1,621 683 2,625
1927 2,757 1,694 751 2,509
1928 2,962 1,644 673 2,691
1929 3,490 1,917 840 2,836
1930 2,449 1,895 865 2,335
1931 1,408 1,340 360 1,596
1932 921 728 164 801
1953 993 405 101 645
1934 1,445 472 214 915
1935 1,810 537 166 1,194
1936 2,483 748 306 1,660
1937 3,039 1,024 525 1,956
1936  2,013p 925 238 1,468

Note: for sources end methods, see appendix to testimony
of Lauehlin Currie.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



CHART 1-B

INCOME PRODUCING EXPENDITURES THAT OFFSET SAVING — CONTINUED
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TABLE Ic

income-Producing Expenditures that Offset Saving (continued)

{(In millions of dollars)

Chapge in Poreign-Current
Agriculture Inventories Acccunt Balance
|
1921 488 47 +1,414
1922 539 514 +450
1923 695 2,964 +167
1924 665 -1,056 +718
1925 758 1,b23 +336
1926 759 1,246 +156
1927 818 338 +507
1928 869 102 +725
1929 g62 2,146 +447
1930 765 -631 +629
1931 446 -1,190 -160
1932 225 -2,327 +131
1933 289 -1,114 +215
1934 409 ~-1,748 +461
1935 637 1,145 +183
1936 786 2,300 -153
1937 1,000 4,196 -24
1938 820 ~1,250p +965

Note: for sources and methods, sse appendix to
testimony of Lauchlin Currie.
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CHART 1-C

INCOME PRODUCING EXPENDITURES THAT OFFSET SAVING - CONTINUED
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Table I=C and Chart I~C show agriculturel plant and cquipm.nt
cxpenditures, the valuc of the yearly chanse in inventories, and
the net amount duc us on current international account, By 1937,
agricultural capitel cxpenditurcs approximated the 1929 lewcl, The
net oxcess of cxports of goods and scrvices in thc Twentics wes
associated with foreign 16ans; in 1938, with thc drastic declinc
in imports relative to cxports attributable to thc business recession
here, The incrcase in inventorics in 1937 was thc largest annual

increzse in the post~war period,

Teble I~D and Chart I-D show annuel expenditurces on private
housing, on construction by privatc non=profit institutions such
as churches, universitics, ete,, and the chenge in consumer cxpendie
turcs attributable to consumer credit, The chart brings out the
drastic slump in housing expenditurcs and thc modest degroc of re—
covery, rclative to the Twentics, to datc; The recovery hes boen
cven less for noneprofit construction, which, at its peak in 1927,
provided an outlct for $700 million of savings, The preliminary
fizurcss on the ncet extension of consumer credit indicatc a tote
exp ansion from 1921 to 1929 of $6,5 billion, and on cxpansion from
1933 to 1937 of $3,5 billion, It is cstimoted thot the expension
in 1937 and the net volumc outstonding in that ycar werc in excess

of thc corresponding 1929 ficures,
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TABLE Id

Income=Producing Exponditures that Offset Saving (continued)

(In millions of dollars)

~ Chenge in

Private Non-Profit Consumer

Housing Institutions Crodit*
1921 1,870 297 340
1922 3,280 387 1,040
1923 4,170 426 1,180
1924 4,420 457 440
19256 4,940 610 900
1926 4,500 692 690
1927 4,260 712 240
1928 4,000 664 800
1929 2,810 568 860
1930 1,600 487 -830
1931 1,110 356 -1,130
1932 330 194 -1,400
1933 270 96 =140
1934 290 96 370
1936 680 134 830
1936 1,260 134 1,290
1937 1,450 190 1,000
1938 1,500 190 -1,400

* Subjoct to revision,

Note: For sourcos and mothods, sec appendix to testimony of Lauchlin Currie,
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CHART 1-D

INCOME-PRODUCING EXPENDITURES THAT OFFSET SAVING-CONTINUED
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TABLE Ie
{continued)
INCOME=PRODUCING EXPENDITURES THAT OFFSET SAVING
(In millions of dollars)

Govermment-Federal Government-State end Local
1921 =250 899
1922 - 54 799
1923 =301 664
1924 =319 934
1925 =296 822
1926 =509 754
1927 =459 825
1928 - 78 810
1829 =235 928
1530 +386 1,114
1931 2,419 1,385
1932 1,880 807
1933 1,928 -690
1934 3,428 -1,1569
1935 3,730 -433
1936 4,337 -398
1937 1,092 =291
1938 2,377 -

Note: For sources and methods, see appendix to testimony of
Lauchlin Currie,
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CHART I-E

INCOME-PRODUCING EXPENDITURES THAT OFFSET SAVING—-CONTINUED
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Table I~E and Chart I-E show the estimated anmual net addition
to, or deduction from, the disposable cash income of the community
arising from an excesg (or deficit of govermment cash expenditures
giving rise to personal or business income over tax collections out
of current ihcome, It will be noted that local governments provided
an offset to ssvings of nearly $1 billion a year in the Twenties
and that the relative position of federal and local govermments in
this connection since 1933 has been completely changed,

The Committee may be interested in the relation of capital
expenditurcs to output in three important ficlds, mining and mamie
facturing, electric power, and railroads, (Tables II, III, and IV),
The broad relationships arc presentcd graphically in Charts IT, TIX
and IV,

Table II suggests thet therc is a close relationship between
the volume of plant and equipment expenditurcs in mining and mamue
facturing and industrial production, It should be remumbercd, how-
ever, thet the comparisqn is between a physical and a value serles
and since prices per unit of capacity were lower in 1937 than in 1929,
an equal volume of cepital expcenditures should presumably represent
more additional productive capacity in the latter year,

In thce case of electric power, Tuble III, figurcs for the powcr

output in January of each year, ordinarily a pec2k month, and for
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Table II

MINING AND MANUFACTURING EXPENDITURES FOR
PLANT AND EQUIPMENT AND INDEX OF INDUSTRIAL PRODUCTION

Plent end Equipment
expenditures Index of
($000,000} production
1981 1,951 67
19z 2,073 85
1923 2,581 101
1924 2,265 95
1925 2,626 104
1926 3,088 108
le27 2,757 106
1928 2,962 111
1629 3,490 119
1930 £,449 96
1931 1,402 81
1932 221 84
1933 963 75
1934 1,445 79
1935 1,810 90
1936 2,483 105
1937 3,039 110
1938 2,013 88

Note: for sources see zyppendix to tostimony of
Lauchlin Currie,
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CHAR™ IT

MINING & MANUFACTURING EXPENDITURES FOR PLANT & EQUIPMENT
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TABLE IT1

ELECTRIC POWER EXPENDITURES FOR PLANT
AND EQUIPMENT, TOTAL INSTALLED CAPACITY, AND PEAK OUTPUT

Index of Total

Index of Total Installed Capacity

OQutput in Jénuery | es of January 1 Plent end Equipment

1926«30 Av = 100 1926-30 Av = 100 Expenditurcs ($000,000)
1821 48,0 52 .4 288
1922 51,7 55,7 408
1923 6443 58,1 738
1924 70,5 63.5 844
1926 7547 71,0 787
1926 83,7 85,46 718
1927 92,0 92,5 738
1928 97.4 98,4 701
1929 110,56 108,2 793
1930 118,3 115.2 855
1931 107.1 124,1 655
1932 103,0 128,8 265
1933 94,1 131,1 120
1934 103,.8 132,0 137
1935 113,90 130,4 179
1936 124,2 131,.4 269
1937 138,9 133,2 424
1938 132,0 135,2 403

Note: For sources see eppendix to testimony of Lauchlin Currie,
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CHART TII

ELECTRIC POWER EXPENDITURES FOR PLANT & EQUIPMENT, & INDEXES OF
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generating capacity as of the samc month, were converted into
index numbers with the Jonuery averages for 1926-30 equel to

100, It should be kept in mind that this procedure shows only

the relative movements of output and capacity and not their
ebsolute relationship, Capacity was actually well above output
throughout the period, Capital expenditures, in dollars, are shown
on the same chart, In general, it &ppears that whenever the index
of output exceeds the indeox of capacity, expenditures tend to rise
or remain at & high lovely and vice versa, Beecause of the incrcase
in gencerating caopacity in the years 1929~1932, and thc decline in
peak power output, it was not until 1936~-1937 that output got back
to the 1929 relationship to gencrating capacity for the industry
as a whole,

For the railroads, Trble IV, expenditures for equipment alone
are contrasted with total and scrviceable freight cars owned, with
yearly peak car loadings and yearly minimum surplus cars, The
acute car shortage of the early Twenties gave rise to a heavy volume
of equipment expenditures, It will be obscrved that despite the
steady and drastic decline in scrviceable cars through retirements
since 1929, pcak car loocdings fell off to such an extent that it
was not until 193% that the surplus cars at the yearly peak of

loadings were reduced to the lewvel preveiling in the late twentics,
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TABLE IV

RAILROAD EQUIPMENT EXPENDITURES,
AVAILABLE FREIGHT CARS, AND CARLOADINGS

Average Average

Freight Service=~ Surplus Cars Carloadings Equipment

Cars Owned | able Cars ;| Lowest Reported | Highest Week | Expenditure

s

1921 &?38)7 25883) (oog& {088 4090 000)
1922 2,304 1,993 4 1,000 246
1923 2,303 2,113 14 1,098 682
1924 2,331 2,146 99 1,113 494
1925 2,355 2,168 112 1,124 838
1928 2,345 2,190 81 1,209 372
1927 2,329 2,191 135 1,129 289
1928 2,298 2,164 104 1,197 224
1929 2,267 2,132 119 1,%02 321
1930 2,270 2,128 393 985 328
1931 2,229 2,053 535 776 73
1932 2,160 1,922 545 651 36
1933 2,072 1,779 380 687 15
1934 1,969 1,674 318 646 92
1935 1,863 1,584 208 734 79
1936 1,770 1,526 112 826 159
1937 1,723 1,543 104 847 323
1938 1,713 1,496 139 726 115

Note: For sources and methods, see appendix to testimony of Lauchlin Currie,
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CHART 4

RAILROAD EQUIPMENT EXPENDITURES
AVAILABLE FREIGHT CARS AND CAR LOADINGS
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Equipment expenditurcs in thet ycar approximated the 1929 lovel,
Despite increasing cfficiency, it would scem obvious that any sub—
stantial gain in cor loadings would nccessitate heavy new equipment
expenditures,

Teble V and Chart V show the percontage composition of income-
producing cxpenditures thet offset saving in 1925 and 1937, when
the notional income wes roughly the same, and in 1929, the peak year
for expenditurcs and income,

It will be observed, in comparing 1937 with 1925, that the
most marked differences were in inventories and housing, In the
former year the increcose in inventorics amounted to 9 nercent of the
totel, and housing 33 pcrcent, In the latter yecar, the increase
in inventories amounted to 28 pecreent of the total, and housing
only to 11 pereont, Plent and cquipment cxpenditures bore ncarly
the same recletionship to the total in both years, The composition
of the income-~producing expenditurcs has obviously a most importent
bearing on the stability of the income level, An increase of $4
billion in inventories in one year is a highly unstable offset to
saving in comparison with an equal wvolume of housing expenditures,
In 1929 inventories were increased more than in 1925, and housing
expenditures were lower, The share of plant and equipment expendie
tures was unusuelly high,
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TABLE V

COMPOSITICON OF INCOME~PRODUCING EXPENDITURES

THAT O SAVING, 1925, 1929,
1925 1929 1937
Millions 7 of |Millions % of |Millions % of
of Dollars| Total [of Dollars] Total |of Dollers| Total
Government 527 3.1 693 3,9 801 543
Plant & Equipment 8,069 47.6 10,045 57.1 7,516 49,6
Mining & Manufact, 2,625 15,4 3,490 19,8 3,039 20,0
Railroads & Util, 2,325 13,7 2,757 15,7 1,549 10,3
Othor 3,119 18,4 3,798 21,6 2,928 19,3
Housing & Non-profit
Institutions 5,585 32,9 3,409 19,4 1,670 11,0
Foroign Bal. - 386 2.3 447 2,5 - 24 - 042
Change in Consumer Crodit 800 543 860 4,9 1,000 646
Change in Inventories 1,523 84,9 2,146 12,2 4,196 2747
Total 16,990 100,0 17,600 100,0 15,159 100,0

Note: For sources sec appendix to testimony of Lauchlin Currie,
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CHART I

COMPOSITION OF INCOME - PRODUCING EXPENDITURES
THAT OFFSET SAVING
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It is interesting to note that in 1937, mainly because of
the sharp increase in federal tax collections, the offset to
saving provided by public bodies was little larger than in 1925
or 1929, Plant and equipment expenditures in all of mining and
manufacturing comprise a relatively small proportion of the total
offsets to saving, amounting to 15 percent in 1925 and 20 percent
in 1929, They comprised as large a proportion of the total in
1937 as in the peak year 1929,

I turn now to the second part of the data requested of mey
the relation of incomesproducing expenditures that offset saving
to the national income, Si.npe the filzurcs presented to this point
include gross capital cxpenditures on buildings, plant and equip~
ment, it is proper to relate them to figures of national income
before deduction of depreciation allowances, For our present pur-
poses we may call this series the gross national income, as dig-
tingulshed from the customary national income, which is net, Also,
for present purposes, I have adjustcd the income~producing expendie
tures seriecs by adding 60 percent of the aggregate volumec of the
current year to 40 percent of the preceding year,

Table VI prescnts the gross national income, and the total
of income~producing expenditures that offsct saving, for the years
1921 to 1938, Thc series are plotted on Chart VI,
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TABLE VI

NATIONAL INCOME AND TOTAL INCOME~-
PRODUCING EXPENDITURES THAT OFFSET SAVING

{In millions of dollars)

Gross Net

National | National Income~Producing Expenditures

Income Income Adjusted Total | % of Gross Natl, Income
1921 63,751 57,683 ——- ——
1922 64,295 58,704 11,201 17.4
1923 74,784 68,281 15,087 20.2
1924 75,161 68,904 14,729 19,6
1926 79,686 73,275 15,462 19.4
1926 84,813 77,600 16,695 19,7
1927 82,708 75,412 15,616 18,9
1928 86,167 78,633 15,498 18,0
1929 89,984 81,917 16,881 18.8
1930 79,764 71,965 13,802 17.3
1931 63,901 56,708 9,459 14.8
1932 47,446 41,034 4,776 10.1
1933 46,217 40,101 2,792 6,0
1934 55,839 49,290 4,335 7.8
1985 61,681 55,137 8,446 13,7
1936 69,800 63,106 13,110 18,8
1937 78,200 70,727 15,009 18,2
1938 70,900 63,580 10,783 15.2
Note: For sources and methods, see appendix to testimony of Lauchlin
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CHART Vi

NATIONAL INCOME & TOTAL INCOME-PRODUCING EXPENDITURES
THAT OFFSET SAVING
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8everal points of interest are suggested by relating the income-

producing expenditures that offset éaving to the gross national income,
In the first place there is apparent a tendency for the offsets to
current saving to increase faster than income in the recoveries of
1921~23 and 193337, and to decrease faster than the decline of income
from 19291933 and from 1937 to 1938, In other words, as recovery
proceeds, every additional dollar of capital expenditure generates a
proportionately less increase in total income, This is perfectly con—
sistent with the general impression that the proportion of income spent
on consumption decreases as income increases, and vice versa,

The data indicate one marked exception to this expectation, In
the period from 1923 to 1929 the gross national income increased
relativcly to saving, A fairly stable level of incamc—producing expenci-~
tures was accompanied by a fairly steady rise in income, Thec explana~—
tion for this period of increasing consumption re¢lative to income may
possibly be found in the consumption expenditurcs stimulatcd by the
rising speculation in stocks, Not only was the inccntive to save out
of current income diminished, but in addition many savings must have
been canalized back into consumption through thce medium of brokers!?
loans and cashing of paper profits,

The second important inforence brought out by the chart is that
by 1937 as large a portion of the gross national income was saved as
in the Twenties, the percentages being 19,2 for 1937 and an average of
19,2 for the years 1923-1929,
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A further observation may be of interest, If the same relation-
ship between incomeeproducing expenditures that offset saving and
the gross nationel income prevails in periods of relative prosperity
in the future as in the past, a gross national income of $100 billion
(or a net income of around $90 billion) would be associated with a
figure of $19 billion of income-produ;:ing expenditures, If the poten-
tial saving on a $90 billion net income should turn out to be higher
or lower in the future relative to the Twenties, a correspondingly
larger or smaller volume of offsets to saving than $19 billion will be

necessary,
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APPENDIX ON SOURCES AND METHODS TO STATEMENT
SUBMITTED TO THE TEMPORARY NATIONAL ECONOMIC COMMITTEE

by
Lauchlin Currie

Table I-A

Plant and Fquipment

Mining and manufacturing,

Plant expenditures consist of factory comstruction and mining
development outlays (exclusive of purchases of machinery, land, and
mineral reserves). The factory construction estimates are those of the
Department of Commerce, which are based on data compiled by the F, W,
Dodge Corporation. Those for mining development outlays have been
prepared by Mr, Terborgh, of the Division of Research and Statistics of
the Board of Governors, of the Federal Reserve System, and are strictly
preliminary. They include the cost of drilling oil and gas wells, and
such development costs in other branches of mining as are normally charge-
able to capital account., The estimates for mining and manufacturing equip-
ment have also been prepared by Mr, Terborgh, They were obtained by
(1 ) tabulating from the censuses of manufactures the output of machinery
and equipment going into this field (including estimated allocations of
a part of the output of items used also in other fields); (2) interpolating
for inter-censai years; (3) adjusting for exports and imports to get the

output going to domestic users; (4) raising the value thus derived to
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ellow for transportation costs and distributive margins between producer
and consumer; and (5) raising it furthor to allow for estimated under-
tabulaetion and for an estimato of cquipment produced within the cstabe
lishments using it (honecc not included in the consus data). Only machinery
and equipment are included which are customarily charged to capital account
by tho usors, Studies of capital formation by the National Bureau of
Economic Rosoarch havo been used to faciliteate some steps in tho procodurc,

Commorcial end miscellaneous,

Plant in this casc consists of commoreial buildings, for the
construction of which Departmont of Commorce ostimates have boen usod.
These aro dorived from data compiled by the ¥, W, Dodge Corporation, For
machinory and equipmont, the estimates have boen prepared by Mr, Terborgh,
by & procedure identical with that just dosoribed in the case of mining and
manufacturing.

Railroeads,

Estimates for both plant (wey and structurcs) and equipment have
boon basod on data compiled by the Association of Americe n Railroads, The
date as publishod by the associamtion have beon adjusted by the subtraction
of lend purcheses (from I.C.C. reports) and by tho addition of an estimate
for Class II and III ocarriers,

Publio utilitles,

This classification includes eloctric powor, telophones, transit,

gas, plpe lines, telegraphs, end cebles, The series used, both for total
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expenditures and fer the breakdown between plant and equipment, are those
of the Department of Commerce, which are in turn based on tabulations by
trade associations and trade journals, as desoribed in the Department's

publication, Construction Activity in the United States.

Agri culture.

The figures are Department of Agriculture estimates for farm
capital expenditures, exclusive of passenger automobiles. It should be
observed that these estimates are now undergoing a thorough revision, which
is expected to be ocompleted shortly. The new estimetes will, of course,

supersede the ones used here,

Teble I-B

See note above for Table I-A,

Tablo I-C

For agrioultum] pleant and equipment expenditures see note above
for Tablo I=A,
The foreign ‘durrent delance is derived from The Balance of

International Payments of the United States, Department of Commerce.

Teble I-C
Inventories,
Figures for 1521 to 1933 are dorived from data published in

Commodity Flow and Capital Formation, by Simon Kuznets, of the National

Buroau of Econcmic Research, The published data represcnt tho valuc in
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ourrent dollars of tho chenge in physical inventories. (oxpressed as the
totsl value of all inventories in 1929 dollers), From these totals wore
deduotod the corresponding figures for inventories in the finance group.
Figures for 1934 to 1938 are estimates. In general, methods similar to
those used by Kuznets were adopted in meking these ostimates. For 193¢

and 1935, Statistics of Income data furnished the primary basis for the

egtimates, For 1936 to 1938, the Dun end Bradstreet Surveys provided the

primary source of data,

Table I-D
Housigg
Non-farm,

Tho eostimates used were preoparcd for the National Bureau of
Economic Reseerch by D. L. Wickens end R, R. Fostor, They relate to projects
started, The 1937 and 1938 estimates are by Mr, Fostor, Publicly financed
oconstruction has been deductod,

Ferm,

Tho series used has been derived from Department of Agriculture
estimates of the value of farm construction, on tho assumption that residen=-
tial construction constitutes about 47 percent of the total, While this
peroentage eppears to be supported by the Department's latest findings, the
cetimates of total farm construction used here aro undergoing revision, and

will shortly be suporseded, The serios for farm residentiel construction
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included in the ebove total for housing must be regerdoed, thercfore, as
morcly provisionel.

Consumer Crodit

This series is preliminary end subject to rovision, It wes
werked up by Ralph Nugent, Russell Sege Foundation,

Construction by Non-Profit Institutions

In this classificetion arc included privately finenced religious,
momorial, cducetional, social, recrcational, medical, and other institutional
buildings not oporated for profit, The estimetes are those of the Department
of Commorce, and woro dovelopod largely from date collected by the F, W,

Dodge Corporation,

Tablo I-E

Not Addition to Disposeblc Cash Income of the
Community Attrlbuteble to Govornment

This scries attempts to measure tho difforonce betweon the out-
lays of public bodies that add to the commnity's disposaeble cash income
and the roceipts that ropreosont drefts upon dispcsable cash income,

Tho serios for the Fodoral Govornment was dorived by applying
adjustments diroctly to Troasury recoipts and oxpenditures, Tho major
edjustmonts wore the olimination of non-cash items, tho consolidation of
the transactions of Government trust acoounts, corporations and crodit
agoncios with those of tho Treasury proper, the eliminetion of.recoipt

and oxpconditure items that loave the cash income of the community un-
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affected, and tho distribution of lump-sum transactions over the poeriod
during which they influence cesh income. The sories for State end local
governments was derived by the indirect process of adjusting changes in
the gross outstanding debt for changes in trust end sinking fund holdings

and in the cash balences of these govermmental units,

Tablo 1T
For mining end menufacturing plent and equipment expenditurcs sce
note ebove for Table I=A, The index of industriel production is that of the

Board of Governors of the Federal Rescrve System,

Teble IIX
For oelectric utility expenditures seec note above for Table I-A,
Data on total installed capacity as of December 31, are published

in Electric Power Stetistics of the Federal Powor Commission. These date

wore shifted to January 1 of the following yoar end expressed in terms of
tho averago for the years 1926 to 1930 to obtain the index of capacity,
Data on total monthly production of electric onergy arc compiled
by the Federal Powor Commlission, The January totels of theso déta wore
exprossed in torms of the average for 1926 to 1930 to obtain the index of
output for comparison with the above index of capacity. The month of
January was used in constructing this index because it is most nearly
comparable to tho capacity figuros in time end also because it corresponds

approximetely to the seasonal high for the year,
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Table IV

Equipment exponditures are for Class I reilroads and are com-
piled by the Association of American Reilroads.

The monthly averago of totel freight cars owned are also data
for Class I railroads and include leased freight cars, but not privately
owned cars, For 1921-24, inclusive, data arc doriwved from lator figurcs
by mecans of stetistics on freight cers installed and retired, as roeported
by the Interstate Commerce Commission., For all other ycars, date were
compiled by the Association of Americen Railroads,

Serviceabloc cars are the monthly average of the total number of
cars owned leoss tho bad order cars, This latter series includes all cars
undergoing or awaiting repeirs, as roportcd by the Assoclation of Americen
Railroads. Data arc for Class I roads, which account for ebout 99 percont
of all oguipmont owned by the railroads,

Data on lowest numbor of surplus cars repcrted during the yoar ere
obteined from matoriel compilod by tho Association of Amoricen Reilroads
(formorly the Americen Railway Association), Car Service Division, Data
cover Cless I railroads and roprosent a daily average for the last period
of the month (last wock through 1932, last half of month thorcafter),

Data on tho highost wock's car loadings are obtained from material
compiled by the Association of American Railroads (forherly the American

Reilway Associetion), Car Service Division,
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Tablo VI

Gross Netional Incomo

Figurcs for 1921 to 1935 aro dorived from deta published in

Nationel Income and Capitel Formetion, by Simon Kuenots of the Nationel

Buroau of Economic Rosoarch, From tho published figuros of gross national
product was doductod imputed ronts end gross savings of Government, so as
to meke them comparablo with the "income=producing oxpendituros" serioes,
Figures for 1936 to 1938, inclusivo, arc estimates based on the national
incoomo data of tho Dopertmont of Commoroe,

Net National Income

Figuros for 1921 to 1935 ere dorivod from data published in

Netional Income end Capitel Formation, by Simon Kuznots of the Nationel

Bureau of Eoonomic Resoarch,

From tho abovo soriocs of gross national income was deducted (a) totael
capital consumption in business use and (b) total cepital oconsumption in
rosidontial uso less imputed ronts. For 1936 to 1938, those depreciation
figuros woro cstimatod from samples, and minor adjustmonts worc mede in

Kugnotst data for 1934 end 1935 on the same besis,
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AND INDEX OF INDUSTRIAL PRODUCTION
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