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Government Component in
the National Wealth

J. E. Reeve, et al

Bureau of the Budget
Division of Fiscal Analysis

Responsibility for major portions of the study was divided among
the following staff members of the Division of Fiscal Analysis,
Bureau of the Budget: federal claims and liabilities, J. E. Reeve and
Susannah Eby; military physical assets, Michael S. March; federal
nonmilitary physical assets, Wilbert G. Fritz, Laura Wendt Lokke,
Joseph Mayer, and Margaret Beck; state and local government
assets and liabilities, I. M. Labovitz, John W. Field, Joseph Mayer,
and Elizabeth Owens. Several other staff members also provided
considerable aid.



A SCOPE AND COVERAGE

Our aim is to explore the sources of data and the problems that
arise in estimating the value of physical assets and claims owned
by federal, state, and local governments together with their
liabilities. Except for estimates of direct investments abroad,
the geographic coverage is confined to the continental United
States, excluding Alaska and all other noncontiguous areas.
The estimates are in current prices on two dates, December 31,
1946 and 1939.1

As far as the data permit, we included holdings of all federal,
state, and local agencies that are' either directly operated by
government employees or in which the government holds a
substantial equity interest. For example, the assets of Federal
Reserve banks are included although all their stock is owned
by private commercial and mutual savings banks.2 Similarly,
the wide array of trust funds administered by governmental
agencies or appointees is included, even though for most such
funds the beneficiaries are wholly or predominantly private
citizens and institutions. But we omitted property in bank-
ruptcy proceedings and estates controlled in some measure by
probate courts, which presumably were included in other por-
tions of the national wealth totals. The properties controlled
by the Office of Alien Property (Justice Department) in 1946,
another borderline case, are included in our totals, since the
announced policy after World War II was not to return any
property of Japanese or German nationals to their former alien
enemy owners.3
1 Only arbitrary over-all totals are included for military physical assets in 1939.
2 The controlling facts are: (a) The owners' of Federal Reserve stock have only
a minor say in Federal Reserve policies, which are determined by the PresI-
dentially-appointed Board of Governors and by the Federal Open Market Com-
mittee of which it comprises the majority. (b) Dividend payments are limited
by law to a 6 percent maximum. (c) In the event of withdrawal of any member
bank or liquidation of the System, stockholders receive only their original
investment; the balance eventually reverts to the Treasury.
3 "In the spring of 1945, the Secretary of State, the Secretary of the Treasury,
and the Alien Property Custodian agreed that all property in the United States
of hostile German and Japanese nationals should be vested in the Alien Property

462



GOVERNMENT COMPONENT 463

Data for the federal government are shown separately from
data for state and local governments. In general, the basis of
allocation of assets between the levels of government is owner-
ship, whether this is in fee or merely possession of long term
easements. Indian lands and improvements held in trust by the
federal government, however, are included with federal assets
because of their special status, the large expenditures the fed-
eral government has made in connection therewith for im-
provements, and the continuing obligations it has assumed for
protection and maintenance. Assets, such as federal-aid high-
ways, which have been built or acquired by state or local gov-
ernments with federal financial aid, are shown as state and local
assets. Federal loans, such as those for rural electrification, are
considered claims to wealth from the standpoint of the federal
government; the physical assets are counted as assets of the
debtor group, in this case usually private rural electrification
cooperatives. The assets of the Unemployment Compensation
Trust Fund, deposited in the federal treasury, are classified as
federal, although legal title is in the several states.

The major classifications of assets and liabilities conform as
far as possible to the general framework laid down for the
studies in this volume. This imposed a degree of rigidity upon
the governmental estimates, but the suggested classification was
substantially adhered to, to permit consolidation with other
estimates. In a few cases it was necessary to merge two or more
types of claim, in others to subdivide in order to show meaning-
ful groups. The definitions for some categories of physical
assets are rather liberal.

Similarly, it was impracticable to make the suggested segre-
gation between federal credit institutions and 'the rest of
government'. Important credit institutions have substantial
noncredit activities; e.g., the defense plant program of the
Reconstruction Finance Corporation. On the other hand,
many governmental agencies carry on relatively minor lend-

Custodian and that neither the property nor its proceeds should be returned to
the former owners." Terminal Report of the Office of Alien Property Custodian,
P.S.
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ing programs as a part of operations of a much broader scope;
e.g., loans to the Indians by the Department of the Interior
and purchases of securities of local housing authorities by the
Federal Public Housing Authority (now the Public Housing
Administration). Accordingly, it proved more convenient to
group all federal government corporations (including mixed-
ownership corporations) with certain other agencies that re-
port their financial status quarterly to the Treasury pursuant
to Budget-Treasury Regulation 3 under Executive Order 8512.

As far as possible, physical assets were divided into repro-
ducible and nonreproducible. Federal, state, and local repro-
ducible physical assets consist of a relatively small volume of
housing, machinery, equipment, and inventory, but a rela-
tively large volume of buildings and transportation and re-
source improvements. In the nonreproducible category, the
federal government owns a large land area which is generally
of low unit value except for the timber and minerals contained
therein and for parcels used as building sites. State and local
governments possess only a moderate share of the nation's
land area: a large share of the land in city areas is highly valu-
able, but rural lands are predominantly of low value.

Nonreproducible physical assets comprise indigenous re-
sources, such as land, forest growth, and minerals. But
governments have made expenditures for conservation and
development that contribute to the value of these resources as
they now exist, and in which the improvements become so
absorbed as to render their separation as a reproducible addi-
tion impossible. Although this merging prevents complete
segregation of values for nonreproducible from reproducible
assets, the estimates do give an approximation to the separate
values. Forest lands contain the largest intermingling of re-
producible with nonreproducible assets. In time and with care,
forests are in fact completely reproducible. However, only the
identifiable capital items, such as roads, trails, and fire towers,
were separated as reproducible items. The same procedure was
used for improvements of grazing lands and parks.

All mineral resources were classified as nonreproducible
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assets. Since development of minerals is undertaken almost
entirely by private concerns under lease agreements, permits,
or land patents, governments possess almost none of the facili-
ties necessary for this activity. Their investment in conjunction
with mineral resources consists mostly of laboratories, demon-
stration plants, and structures which are properly regarded as
reproducible assets.

B SUMMARY

1 Government Assets and Liabilities
Because of the exploratory character of the study, the emphasis
upon concepts and methods, and the unavailability of reliable
data on important areas, the estimates should be taken as
only general orders of magnitude and used with caution. Even
on the basis of the concepts used, the probable error is substan-
tial and many important figures are arbitrary or token (in-
tended primarily to indicate the existence of some items
belonging in the designated category).4

In terms of depreciated replacement costs, physical assets of
government agencies, as of December 31, 1946, were estimated
to be $198 billion. Liabilities, $404 billion, however, were $257
billion larger than claims. On balance, therefore, the obliga-
tions of federal, state, and local governments exceeded the
assets by $58 billion (Table 1).
4 The value of atomic energy construction and equipment was omitted from
both military and nonmilitary assets.

Table 1
Assets and Liabilities of Federal, State and Local Governments

(millions of dollars)
1916 1939 Net Change

Claims to wealth 147,486 54,729 92,757
Liabilities (& private equity) 404,105 118,843 285,262

Excess of liabilities 256,619 64,114 192,505

Reproducible physical assets 179,138 65,686 113,452
Nonreproducible physical assets 19,031 11,881 7,150

Total physical assets 198,169 77,567 120,602

Excess of physical assets & claims over
liabilities —58,450 15,453 —71,903
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During the seven years 1939-46 the value of physical assets
increased $121 billion, largely because of federal expenditures
for military assets, together with the war and postwar rise in
price levels. Claims rose $93 billion; two-thirds of this, how-
ever, represented merely increases in holdings of direct or fully
guaranteed obligations of the federal government by federal,
state, or local agencies. Liabilities increased most sharply, a
total of $285 billion, reflecting predominantly increases in
public debt, currency in circulation, and the liabilities of
trust funds (Table 2).

Table 2
Assets and Liabilities of Federal, State and Local Governments

1946 and 1939
(millions of dollars)

FEDERAL GOVERNMENT STATE
Non- & TOTAL

military Military LOCAL GOVT.

DECEMBER 31, 1946
Claims to wealth 128,075 19,411 147,486

Currency in circulation 258 175 435
Demand and time deposits 5,441 6,811 12,252
Other claims receivable 116,658 12,275 128,933
Stocks 682 150 832
Direct investment abroad 5,036 5,036

Liabilities & proprietorships 381,875 22,230 404,105
Claims payable 381,329 22,230 403,559
Equities held by others 546 546

Excess of liabilities 255,800 2,819 256,619

Reproducible physical assets 42,025 77,903 59,210 179,138
Residential buildings 7191 1,0501
Other structures 10,892 }. 13,115 28,700 80,830
Roads and streets 654) 25,700)
Machinery and equipment 780 3,350 3,150 7,280
Rolling stock 4,467 35,038 500 40,005
Inventory 1,524 26,400 100 28,024
Livestock 2 10 12
Monetary gold and silver 22,987 22,987

Nonreproducible physical assets 9,326 2,130 7,575 19,031
Land 4,926 2,130 6,925 13,981
Subsoil assets 3,400 550 3,950
Collectors' items 1,000 100 1,100

Total physical assets 51,351 80,033 66,785 198,169

Excess ol physical assets & claims
over liabilities —122,416 63,966 —58,450
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DECEMBER 31, 1939

Claims to wealth 43,225 11,504 54,729
Currency in circulation Q59 1 901 6Demand and time deposits
Other daims receivable 39,136 7,785 46,921
Stocks 781 125 906
Direct investment abroad 1,039 1,039

Liabilities and proprietorships 95,838 23,005 118,843
Claims payable 95,445 23,005 118,450
Equities held by others 393 393

Excess of liabilities 52,613 11,501 64,114

Reproducible physical assets 24,761 4,800 36,125 65,686
Residential buildings 500 55
Other structures 5,612 19,350
Roads and streets 329 4 800 14,300
Machinery and equipment 525 ' 1,950
Rolling stock 225 400
Inventory 271 60
Livestock 2 10 12
Monetary gold and silver 17,297 17,297

Nonreproducible physical assets 6,546 200 5,135 11,881
Land 2,596 200 4,560 7,356
Subsoil assets 3,200 500 3,700
Collectors' items 750 75 825

Total physical assets 31,307 5,000 41,260 77,567

Excess of physical assets & claims
over liabilities —16,306 29,759 13,453

Details in Tables 3, 5, and 6.

Federal agencies on December 31, 1946 owned $131 billion
in physical assets, including $80 billion in military and $51
billion in nonmilitary assets. Total assets, including claims,
however, were $122 billion short of total liabilities.

State and local governments in 1946 had $67 billion in
physical assets, almost entirely civilian in character. Their
liabilities and claims were almost in balance. As a result, their
total assets exceeded their liabilities by $64 billion.

The excess of liabilities over claims in 1946 almost equaled
the outstanding public debt of the federal government. This
chance equivalence arose from the approximate equality of all
other claims and liabilities. To the extent that governmental
agencies' can levy and collect future taxes (or create legal
tender money) to service their debts, there is no reason why
their net liabilities should be limited by their physical assets.
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For the economy as a whole—with the minor exception of
claim relationships with foreigners—the excess of liabilities
over claims of governmental agencies is offset by a correspond-
ing excess of claims by others over their liabilities.

Claims on other governmental agencies, including deposits
in the Treasury, accounted for $100 billion of the $147 billion
in outstanding claims due federal, state, and local govern-
ments in 1946. Accrued tax claims, bank deposits, and loans
and other credits were other major assets.

Apart from the public debt, the chief obligations owed the
public were the present value of net claims of trust fund bene-
ficiaries, the deposit liabilities of the Federal Reserve banks
to member banks, Postal Savings deposits, and the outstanding
currency.

Nonmilitary physical assets of the federal government, with
a depreciated replacement value of over $51 billion, consisted
largely of monetary gold and silver, nonresidential structures,
'rolling stock', and land. Flood control, river and harbor, rec-
lamation, power, and valley authority improvements, to-
gether with public buildings, made up most of the value of
nonresidential structures. Ships owned by the Maritime Com-
mission were the largest component in 'rolling stock'. Com-
mercial forests and structural sites accounted for most of the
value of federally-owned land; public domain and land held
in trust for Indians were only a minor portion. Mineral re-
sources and other subsoil assets under federal land were valued
at $3 billion.

All except $11 billion of the $67 billion in physical assets
owned by state and local governments in 1946 consisted of
construction assets. These included roads and streets valued at
$26 billion, nonresidential buildings at $15 billion, and sewage
disposal and water supply facilities at $8 billion. Land owned
by state and local governments represented predominantly (in
terms of value) the sites for these and other construction assets.

Military assets of the federal government in the continental
United States, which originally cost $84 billion, had in 1946
an estimated depreciated replacement value of $80 billion. Of
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this, 'rolling stock' (ships, aircraft, and trucks) accounted for
$35 billion. Industrial plants, military and other structures
were valued at $13 billion, and machinery and equipment at
$3 billion. The inventory of other equipment and supplies—
ordnance, combat vehicles, and other inventory—amounted to
another $26 billion. Land was only $2 billion.

2 Methods and Problems
The accuracy of the various subsections of these totals varies
widely, from precise figures for public debt and similar pub-
licly-recorded liabilities and claims to rough guesses for many
of the most important physical assets. Even more fundamental
from the standpoint of the pilot character of this study, the
concepts used in determining coverage and classification and
particularly in valuing various types of assets are subject to
serious controversy. The assumptions that had to be made do
not in every instance represent a definitive judgment on what
the answer ought to be. Further exploration of basic concepts
and methods should accompany, or preferably precede, any
major efforts to refine the figures.

In determining the range of assets and liabilities included,
'government' was defined rather broadly. Agencies that are
nominally privately-owned (such as the Federal Reserve banks)
were included if major incidents of equity or control were
vested in governmental agencies or appointees. Assets of trust
funds administered by governmental agencies or appointees
were also included as government assets, but corresponding
liabilities were shown on the assumption that the value of the
actual or potential claims of beneficiaries in 1939 and in 1946
equaled the net value of all the assets of the funds at that time.

In valuing claims held by federal agencies, the reserves
established by most agencies were accepted as reasonable, al-
though some were probably more than required. The chief
cases of possibly inadequate valuation reserves were foreign
loans and direct investments abroad. Little evidence was avail-
able on the valuation reserves appropriate for state and local
governments. Because of the large volume of intergovern-
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mental claims on which the possibility of loss is remote, how-
ever, the probable error from this source for federal, state, and
local governments as a whole is relatively small.

For most physical assets, current data on valuations were
unavailable. Estimates, accordingly, were built up largely by
cumulating historical data on expenditures with varying de-
grees of coverage. These cumulative historical costs in turn
were adjusted by resort to heroic assumptions concerning rates
of depreciation, obsolescence, supersession, salvage values, and
changes in levels of reproduction costs. Questions arose also
concerning the appropriateness of replacement costs when the
property would not or should not be replaced.

The problem of valuing monetary gold and silver is appar-
ently unique, since federal monetary policies determine the
replacement cost of gold and dominate that of silver. As in the
case of many other government assets, if the Treasury sold its
gold and silver stocks the bottom would fall out of the market;
the most reasonable assumption seemed to .be that it would
continue indefinitely to buy both at current or higher
In the present anomalous situation, the government deter-
mines directly the value of a portion of its own wealth—as well
as indirectly, through its monetary and fiscal policies, the price
levels at which all wealth, public and private, is valued.

Since a major part of the value of government-owned land
consists of the sites of government structures, the formula used
in allocating the portion of the total value of an installation
represented by the site becomes of major importance in deter-
mining the value of government-owned land. A related ques-
tion, left unresolved in this study, is whether the value added
to or subtracted from adjacent lands by the dedication of rights-
of-way for roads and streets is reflected entirely in the value of
the adjacent property or should be included in whole or in part
as an element in the value of the roads and streets themselves.

In valuing mineral resources, bold assumptions were re-
quired respecting the trend of requirements and production,
the percentage of mineral value likely to accrue to the govern-
ment, the expected value of unproved resources and discov-
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eries, and the appropriate rate for discounting future returns.
No attempt was made to allow for the value of resources not
now in prospect or for a possible increase in the value of known
resources of little present value. These problems of course
arise in valuing any mineral resources, governmental or
private.

Valuation of military assets raised especially difficult prob-
lems from the standpoint of both the availability of the data
and the concepts involved. Coverage was very unequal among
the services, and practically no information was available on
the value of equipment or supplies (other than ships and air-
craft) issued and in the possession of military personnel. The
proper rates of depreciation and obsolescence were especially
hard to determine. Replacement costs of equipment are par-
ticularly difficult to establish in uses in which the technology
of warfare is advancing rapidly. Similarly, it makes a great deal
of difference whether costs are based on the low levels of peace-
time production or on the high levels and mass production
methods of wartime. Most military assets except land have
little more than scrap value for civilian use; hence, market
considerations were given little weight.

Except for these residual physical assets, the victories in
World War II and earlier wars were for the most part not
treated as assets. Most of the wartime expenditures that caused
the fivefold increase in the federal debt, in fact, were excluded
as having been for current consumption, although from a
national point of view it can be argued that they represent
capital investment of major significance. Without a better
crystal ball, however, it is impossible to judge whether the
intangible assets exceeded the intangible liabilities—whether
wars create conditions more favorable for future peace or sow
the seeds for later conflicts. Like police protection, war expen-
ditures can at least be said to help preserve existing wealth
from enemy destruction or appropriation.

Some government-owned property is on the borderline of
economic wealth in the sense that it may represent in some
locations an artificial duplication of facilities that elsewhere
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are provided by nature with little or no outlay of labor and
materials. Is the mountain road worth more than the prairie
road because it costs more to build? Is the artificial canal
worth more than the natural river channel? In these estimates
an affirmative answer was tentatively assumed.

A potential source of controversy over the selection of a basis
for valuing some types of government property arises from the
fact that ownership is vested in the public. Actually, there are
many publics. In establishing tax and service charge policies
for such facilities as' highways and airports (as well as liquor
monopolies and other public service enterprises), an essential
ingredient of the inquiry is the distinction between the users
of the service and the general taxpaying public. For purposes
of the estimates, it was assumed that monopoly pricing is not
desirable government practice and that, consequently, the
earning value represented by any such element in the charges
for service should not be capitalized as a governmental asset.

Closely related is another question: if a governmental organ-
ization can produce certain commodities or fee-commanding
services that yield a profit at a non-monopolistic price, what
considerations govern the choice to be made between price
reduction, general tax reduction, or the expansion of other
services? In such a case, it is doubtful that depreciated replace-
ment cost adequately measures the value of the physical assets
involved.

Future commitments and contingencies raise important
problems in assessing the claims and liabilities of governments.
If the valuation of private property discounts future tax liabili-
ties, should not government likewise include as a claim the
discounted present value of such future tax receipts? If gov-
ernment is committed to the payment of pensions, if it guar-
antees private lenders against loss, should not its liabilities
include an allowance for the discounted value of the ultimate
payments? The estimates exclude all allowance for future tax
receipts when the liability has not yet accrued and for future
commitments or contingencies—except to the extent that funds
have already been accumulated to meet them.
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C CLAIMS AND LIABILITIES

The federal, state and local governments and their constituent
agencies in 1946 had claims on one another and on the rest of
the economy amounting to an estimated $147 billion after
valuation reserves. The corresponding liabilities and book
value of private equities in governmental agencies were nearly
three times as high, $404 billion. Thus, on balance, govern-
mental agencies owed $257 billion more than they were owed.
In 1939 the estimated liabilities and private equities, $119 bil-
lion, exceeded claims, $55 billion, by $64 billion (Table 3).

This net excess of obligations over claims by governmental
agencies is roughly offset by an excess of claims over liabilities
by all other groups. In fact, if the net excess of claims against
foreigners were eliminated from both, the two would be ex-
actly equal. Accordingly, with the exception of its influence
on claim relationships with foreigners, the volume of govern-
mental claims and liabilities has no direct influence on the net
total of national wealth.

The ability to create both claims and liabilities of this mag-
nitude, however, has had a profound, though indirect, influ-
ence on both the extent and the direction of changes in national
wealth. To take the most obvious example, the huge borrowing
and related currency expansion operations during World War
II were largely used to finance current war expenditures to-
gether with military installations, equipment, etc., rather than
to Construct the types of physical assets most useful in times of
peace. These operations caused a substantial rise in the net
liabilities of the federal government, increased the market val-
uations of all wealth, and helped to create a pattern of wealth
and income relationships that will have continuing influence
on the flow of income and the creation of wealth.

On a gross basis (before valuation reserves and including
intergovernmental claims), the Federal Reserve banks, the
Treasury Department, and federal government trust funds in
1946 held an. estimated $104 billion in claims, or over 70 per-
cent of all claims held by governmental agencies. If holdings of
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government or government-guaranteed sec un ties, gold cer-
tificates, and other interagency assets are eliminated, however,
only the Treasury Department, the state and local govern-
ments, and the lending institutions included in government
corporations and credit agencies had a significant volume of
claims, and these were fairly well scattered among the various
debtor groups.

1 Basis of Valuation

Most claims held by federal, state, and local governments can
be evaluated with reasonable accuracy by applying to the un-
paid balance of principal and interest of the original obligation
a relatively minor valuation reserve based upon experience.
Most claims, as noted above, are intergovernmental. To the
extent that they are direct or indirect claims on the federal
government—or on gold held by it—no valuation reserve what-
ever was assumed.

In the case of loans receivable and similar claims of federal
government corporations and credit agencies, valuation re-
serves already set up were used, since most seemed adequate
to cover all probable losses; indeed, in many cases, assets are
probably undervalued. The chief possible overvaluation was
in foreign loans, where political factors are so dominant that
no useful purpose would be served by setting up reserves in
addition to those used by the agencies themselves. All World
War 1 debts, except Finland's, however, were eliminated as
uncollectible. No allowance whatever was made for unsettled
Lend-Lease commitments for World War II.

2 Limitations of Data
The chief conceptual problem in this portion of the
where to draw the line between claims and liabilities firm
enough to deserve inclusion and claims and commitments con-
ditional and contingent enough to warrant exclusion. The
items included were defined rather narrowly.

From a broad point of view it could be argued, for example,
that the claims owned by governments should include not only
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the claims to tax payments already accrued (and included in
our estimates), but also the present discounted value of prob-
able future tax levies. From the same point of view, the present
value of many long term commitments of governments, such
as interest on the public debt and veterans' pensions, should
be included in their liabilities. This position is fortified by the
recognized fact that the value of important types of private
wealth is determined in part by capitalizing the average net
income expectations—which in turn depend upon anticipation
of the future levels of particular types of government tax levies
and expenditures.

Moreover, in recent decades, the federal government in par-
ticular has entered into an increasingly wide range of condi-
tional or contingent commitments.5 In the last few years
federal agencies at all times have had several billions of dollars
in unliquidated obligations incurred against appropriations
and contract authorizations, which were almost certain to re-
suit later in expenditures; only part of these are reflected in
the estimates. Similarly, government corporations and credit
agencies normally have substantial commitments outstanding
(not reflected in the estimates) to make disbursements on loans
and for other purposes, most of which will result in expendi-
tures.

Larger but more remote contingent liabilities and commit-
ments are involved in federal guarantees and insurance of
private loans, and federal insurance of bank deposits and sav-
ings and loan share accounts. In all these cases the govern-
ment's liability becomes actual only if and to the extent that
underlying assets prove inadequate to protect the insured from
loss. Moreover, since such assets often consist of government
securities, much double-counting would be involved in adding
these contingent liabilities to totals that already include all
direct obligations of the federal government.

Fairly comprehensive tabulations of such major commitments and contingen-
cies for the federal government have been included in recent years in Con-
giessional appropriation hearings, e.g., House of Representatives, Hearings be-
fore the Subcommittee of the Committee on Appropriations on the Independent
Offices Appropriations Bill for 1948, Part I, p. 987.
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The estimates in this study, in general, include only claims
and liabilities that either had already accrued or would accrue
in specific determinable amounts at definite future times.
Claims and liabilities of the various types of social insurance,
veterans' life insurance, and retirement systems are shown only
to the extent that specific assets had been set up in a fund. As
a result the coverage varies from case to case depending upon
the adequacy of the present assets to meet actuarial standards.
The deficiency of the Civil Service Retirement Fund on this
basis in 1946, for example, was several billion dollars. In the
case of military retirement and veterans' pensions, which were
unfunded, the current value of future liabilities was un-
doubtedly even greater.

Apart from limitations arising from these conceptual prob-
lems, the chief shortcomings of the data arise from the unavail-
ability of reliable data on certain important components. The
arbitrary figures on direct investment abroad and the token
figures on certain state and local government items reflect these
basic weaknesses. In some cases, e.g., accruals of military pay
and holdings of foreign currency by disbursing officers, sig-
nificant potential items were excluded for lack of time to dig
out the necessary information.

In general, interagency claims and liabilities were included
except when the basic source material excluded them. While
a good case could be made for consolidating all federal inter-
agency items, the time available did not permit the attempt.
Hence our financial statements are combined rather th.an con-
solidated statements.

Whenever possible, the data were based on government ac-
counts. For some items, however, e.g., tax claims and bank
deposits, it was necessary to use material built up at least partly
from other sources. From these items the 'float' of payments in
transit was not entirely removed.

3 Claims by Type

Currency. This category is largely a residual since it includes
only currency and coin outside the Treasury and Federal Re-
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serve banks. Currency held by most other federal agencies
could not be segregated from deposits. Likewise, currency
held by state and local governments could be estimated only
roughly.
Demand and time deposits. Deposits of governmental agencies
in commercial and mutual savings banks at the end of 1946
amounted to $9,863 million, divided between deposits of fed-
eral $3,052 million, and those of state and local
governments, $6,811 million. In addition federal agencies had
$2,389 million on deposit with the Treasury, the Federal Re-
serve banks, and with certain government corporations.
Other claims receivable. Since, in many cases, it was imprac-
tical to segregate short and long term claims, they were com-
bined in our analysis. The aggregate, $129 billion in 1946 and
$47 billion in 1939, was divided into six major types.

Accrued tax claims totaled an estimated $18,600 million in
1946. Despite the pay-as-you-earn provisions of the federal per-
sonal income tax instituted during the war, the accrued tax
claims of the federal government, $15,500 million, were five
times as high as the 1939 estimate, $2,700 million. Corpora-
tion taxes and personal income taxes accounted for most of the
1946 total. State and local accrued tax claims of $3,100 million
in 1946 consisted primarily of unpaid property taxes, including
relatively small amounts of delinquent taxes.

Accrued interest receivable amounted to $323 million in
1946. Most of the $298 million accrued by federal agencies
represented accruals on government securities held by trust
accounts.

Investments in direct obligations of the federal government
were estimated to be $60,468 million in 1946, including $6,200
million held by state and local governments. Most of these
securities were held by federal trust funds and by Federal Re-
serve banks. In addition, the Treasury Department and federal
agencies held $10,702 million in guaranteed obligations of
federal corporations and agencies. State and local governments
and a few federal agencies (chiefly the Federal Public Housing
Authority and the Reconstruction Finance Corporation) held
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$2,860 million in obligations of state and local governments.
In 1946 these types of government security totaled $74 billion;
in 1939, $13 billion.

Gold certificates and similar claims not included in money
in circulation—gold certificates held as reserve for Federal
Reserve notes and for deposits of member banks in Federal
Reserve banks, the unused $1,800 million in gold claims of
the Exchange Stabilization Fund, the reserve of $156 million
behind outstanding United States notes, the Federal Reserve
notes held by the Treasury, and the Federal Reserve notes and
other currency held by the Federal Reserve banks—amounted
to $20,878 million in 1946, all held by federal agencies.

Outstanding loans of federal agencies in 1946 amounted to
$7,447 million on a gross basis, or $6,964 million after valua-
tion reserves. Except for the Treasury loan to the United King-
dom, at that time $800 million, most of the loans were made
by more specialized government corporations and credit
agencies, chiefly the Reconstruction Finance Corporation, the
Export-Import Bank, the Federal Land banks, the Home
Owners' Loan Corporation, the Rural Electrification Admin-
istration, and the Farmers' Home Administration. The 1q39
total, $7,316 million (comparable as far as feasible after valua-
tion reserves), was not far different, but farm and home mort-
gage loans constituted a much larger part, and foreign loans
and rural electrification loans a much smaller. As already noted,
with the minor exception of the $8 million in outstanding bal-
ances on the loan to Finland, no allowance was made on either
a gross or a net basis for outstanding debts of foreign govern-
ments arising from World War I, amounting on November 15,
1946 to $15,064 million. The totals excluded also outstanding
guarantees of private loans, estimated to exceed $5,800 million
in 1946, as well as substantial undisbursed commitments to
make direct loans.

'All other' claims in 1946 came to an estimated $8,138 mil-
lion after valuation reserves, about three times the 1939 total.
The largest component was the $2,983 million of federal cor-
porations and credit agencies (after valuation reserves of $54
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million), consisting of a wide variety of receivables, accrued
assets, advances to contractors and agents, deferred and undis-
tributed assets, and miscellaneous assets. Uncollected items and
other assets of Federal Reserve banks accounted for another
$2,618 million. Receivables such as Lend-Lease credits and
property credits arising from sales of war surpluses were the
other chief federal claims. Miscellaneous claims of state and
local governments totaled an estimated $550 million, mainly
represented by nongovernmental bonds and mortgage invest-
ments held by public endowment, trust and sinking funds, and
by publicly-owned enterprises.
Stocks. Stock holdings in private and foreign enterprises in
1946 amounted to an estimated $832 million. Stocks owned
by federal agencies involved an initial gross investment of $7 15
million, and were valued on December 31, 1946 at $682 mil-
lion. Most of the federal total consisted of RFC investments in
preferred stock and capital notes of banks, smaller investments
by other corporations in production credit association and sav-
ings and loan association shares. Treasury investments in the
International Bank for Reconstruction and Development and
the International Monetary Fund, and an equity interest of
$135 million by the Alien Property Custodian (now the Office
of Alien Property) in vested business enterprises and other
vested assets (valued as of October 1, 1946) . State and local
holdings represented chiefly rough estimates of stocks held in
endowment funds of state universities.
Direct investment abroad. The net value of physical assets in
United States possessions or in foreign countries was arbitrarily
estimated to be $5 billion in 1946; $1 billion in 1939. All ex-
cept negligible amounts were held by federal agencies, and the
majority were in military installations abroad.

4 Liabilities by Type
Claims payable. Outstanding claims owed by government
agencies totaled an estimated $404 billion, including $382 bil-
lion by federal agencies and $22 billion by state and local
agencies. In 1939 total claims payable were $119 billion, in-
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cluding $96 billion for federal agencies and $23 billion for
state .and local governments.

Of the $2,710 million in accrued tax refunds in 1946, almost
exclusively by the federal government, $1,700 million repre-
sents refunds of personal taxes and $1,000 million corpora-
tion refunds. The figures were based upon an assumed lag
averaging more than 15 months between the original overpay-
ment and the subsequent refund. In 1939 such liabilities were
only $90 million.

Accrued interest payable was estimated to be $1,371 million
(including $70 million by state and local governments) in 1946;
$418 million in 1939. The federal components represented
roughly three months' accruals. Accrued wages and salaries
were estimated to be $885 million in 1946 and $240 million in
1939. No allowance was made for accrued military pay in
either year.

Direct public debt obligations in 1946 amounted to $274,604
million, including $16,200 million gross debt of state and
local public bodies. .Debt of governmental agencies fully
guaranteed by the federal government accounted for another
$10,963 million. The sharp rise in federal obligations ac-
counted for the entire increase from the 1939 total of direct
and guaranteed debt, $66,851 million. The federal total in
1946 excluded $745 million in United States notes, national
bank notes, Federal Reserve bank notes, and other currency
included under currency in circulation.

Claims payable in gold, $20,286 million in 1946, included
gold certificates used as security for Federal Reserve notes, cer-
tificates held by the Exchange Stabilization Fund, and certifi-
cates used as reserve for United States notes. They excluded
the $49 million in gold certificates still held by the public and
counted in currency in circulation.

Of the $28,952 million currency in circulation in 1946,
$24,672 million represented Federal Reserve notes. Obliga-
tions not only of the Reserve banks but also of the United
States, they are receivable for taxes and redeemable in lawful
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money. The remaining $4,280 million consisted chiefly of
silver certificates and a wide variety' of other Treasury cur-
rency and coins. In 1939 currency in circulation totaled $7,598
million.

Other claims payable amounted to $63,788 million in 1946,
$26,175 million in 1939. The largest components in the fed-
eral total, $57,963 million, were the deposit and other lia-
bilities of the Federal Reserve banks, the claims of future
beneficiaries of federal trust funds, the sizable miscellaneous
liabilities of federal corporations and related agencies, the
deposit liabilities of the Postal Savings System, and the liabili-
ties to the Indians for the physical assets held in trust for them.
Miscellaneous claims owed by state and local governments,
estimated to be $5,825 million, consisted primarily of claims
of future beneficiaries of trust funds. In the case of government
trust funds, at all levels of government, the present value of
claims of beneficiaries was arbitrarily assumed to equal the
entire net assets of the funds. As noted above, the probable
liability is considerably larger.
Equities held by others. The book value of the equity of private
institutions and individuals in federal agencies, $546 million
in 1946, included privately-held Federal Reserve bank stock
as well as private holdings in Federal Land banks, Federal
Home Loan banks, and banks for cooperatives. It excluded
stock of the Federal Deposit Insurance Corporation held by
the Federal Reserve banks.

5 Claims and Stocks, by Obligor Groups
To promote consistency in treating claim and liability relation-
ships of governmental agencies and the rest of the economy,
both the claims (excluding currency and deposits) and the stock
held by governmental agencies in 1946 (Table 3) were classified
by major obligor groups (Table 4). For federal agencies gross
valuations, before valuation reserves, were used rather than
the net valuations used in Table 3; net valuations, however,
were used for claims and stock owned by state and local gov-
ernments.
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Other claims receivable, by debtor groups. Gross claims re-
ceivable (excluding currency and deposits) exceeded $129 bil-
lion in 1946. Over $97 billion represented claims owed by
other governmental agencies (including claims owed by federal
credit institutions). Over half of the remaining claims were for
unpaid taxes; hence, the tax item dominated many of the indi-
vidual components.

Claims on private credit institutions totaled $3,781 million,
chiefly uncollected items of the Federal Reserve banks, obliga-
tions of savings and loan associations, and production credit
associations held by government corporations, and unpaid
taxes. Claims against public utilities were $1,775 million, con-
sisting mainly of estimated taxes payable, secondarily, of gov-
ernment loans to railroads. Similarly, claims of $10,661 million
owed by manufacturing and trade consisted predominantly
of estimated taxes payable, secondarily, of obligations arising
from sales of surplus property and corporation loans to busi-
ness. Apart from small Reconstruction Finance Corporation
loans, the only major obligations of mining concerns to gov-
ernments were their tax liabilities.

Claims on farmers, $2,597 million, consisted primarily of
loans by the Federal Land banks, the Farmers' Home Admin-
istration, and other government corporations, secondarily, of
outstanding personal and corporate tax liabilities. Loans to
rural electrification cooperatives 6 and other farmers' coopera-
tives largely accounted for the $721 million in claims against
private nonprofit institutions. Foreigners owed governmental
units an estimated $3,698 million, representing chiefly loans,
Lend-Lease termination credits, and surplus property credits.

Total claims on households (excluding unincorporated busi-
nesses and farmers); $5,720 million, represented primarily esti-
mated tax liabilities, secondarily, loans by the Home Owners'
Loan Corporation and other government corporations. Finally,
the $2,811 million in claims on other obligors and unclassified

6 All REA loans were included in this item, although a small percentage were
made to public power districts and other governmental units.
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claims was concentrated largely in accounts and notes receiv-
able, advances to contractors and agents, undistributed charges,
and other miscellaneous assets of government corporations and
credit agencies.
Stock, by issuer. The gross value of stock held by govern-
mental agencies was estimated to be $865 million, concen-
trated almost entirely in stock issued by four types of issuer.
Investments in private credit institutions, $260 million, repre-
sented chiefly preferred stock and capital notes of banks,
secondarily, shares in savings and loan associations held by
federal corporations. Public utility stock, $82 million, consisted
almost entirely of an arbitrary estimate of holdings by state
and local governmental units. The equity, about $135 million,
in domestic business enterprises held by the Office of Alien
Property as trustee was allocated in full to manufacturing and
trade. By the end of 1946 the Treasury Department had in-
vested $323 million in the International Bank for Reconstruc-
tion and Development and the International Monetary Fund;
both were classified as foreign corporations.

D PHYSICAL ASSETS, EXCLUDING MILITARY

Physical assets of federal, state and local governments, other
than military assets, are estimated to have had a depreciated
replacement value of $118 billion at the end of 1946. Federal
government assets were $51 billion; state and local government
assets, $67 billion (Table 5). Of total assets estimated for 1939,
$73 billion, over $31 billion belonged to the federal govern-
ment and $41 billion to state and local units.

Civilian physical assets of governmental agencies represent
predominantly structures and roads and streets. Monetary gold
and silver valued at $23 billion in 1946 was the largest other
type classified as a reproducible asset. Land and other non-
reproducible assets were about $17 billion. -

The following discussion emphasizes the methods pursued
and problems encountered in constructing estimates for the
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Table 5
Physical Assets of Federal, State and Local Governments,

excluding Military, 1946 and 1939
(millions of dollars)
December 31, 1946 December 31, 1939

State& Total State& Total
Federal Local Govt. Federal Local Govt.

Total physical assets 51,351 66,785 118,186 31,807 41,260 72,567

Reproducible 42,025 59,210 101,235 24,761 36,125 60,886

Residential buildings 719 1,050 1.769 500 55 555
Other structures 10,892 28,700 39,592 5,612 19,850 24,962

Nonresidential 1,978 15,400 17,378 1,311 11,100 12,411
Other improvements 8,914 13,300 22,214 4,301 8,250 12,551

Roads & streets 654 25,700 26,854 829 14,300 14,629
Machinery & equipment 780 3,150 3,930 525 1,950 2,475
Rolling stock 4,467 500 4,967 225 400 625
Inventory 1,524 100 1,624 271 60 33]
Livestock 2 10 12 2 10 12
Monetary gold & silver 22,987 22,987 17,297 17,297

Nonreproducible 9,326 7,575 16,901 6,546 5,185 11,681

Land 4,926 6,925 11,851 2,596 4,560 7,156

Res. sites, acquired 307 150 457 104 10 114
Sites, other structures 1,334 5,350 6,684 662 3,570 4,232
Forests, parks, & unim-

proved lands 3,285 1,425 4,710 1,830 980 2,810
Subsoil assets 3,400 550 8,950 3,200 500 3,700
Collectors' items 1,000 100 1,100 '750 75 825

federal government. Similar methods were used for state and
local governments, but in many instances the data were less
adequate.

1 Basis of Valuation

The valuation of government physical assets for the purpose of
measuring wealth presents a special problem, since most are
noncommercial and market value has little, if any, meaning.
The value of most government assets for purposes other than
those served by the governmental body itself is so low as to be
of questionable significance as a measure of wealth.

This study proceeded on the premise that government assets
have value independent of the value they add to (or subtract
from) private assets. Even a cursory review of the inventories
of government-owned property quickly suggests that acquisi-
tion does not necessarily and inevitably take things outside the
concept of economic wealth. Nor did it seem appropriate to
appraise most government assets at the value they would pos-
sess if converted to private use. Such a concept is for
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assets that have a governmental use approximating a private
use. Forests, range lands, and the roads that serve almost exclu-
sively a particular private owner may be of this type. However,
even in these instances, there are some marked dissimilarities.
In managing the national forests, for example, the federal gov-
ernment gives weight to secondary objectives, such as recrea-
tion, and to long term objectives, such as conservation, far
more than does a private forest owner, and such special factors
should be taken into account in estimating the value. The
concept is even more difficult to apply to the of
assets for which analogies do not occur in the competitive
market place.

The concept of government wealth applied in this study
assumes that government assets generally possess economic
value whenever they make it possible for the government to
serve society under the customs and legal system prevailing.
It is basically little different from that underlying private prop-
erty, where the value is also dependent on usefulness within
an accepted framework of custom and law.

The value of all assets, public or private, depends also on
the specific functions they can perform. Government assets, in
many cases, perform such highly specialized functions as to
preclude using their value for an alternative purpose as a gen-
eral measure of their value. Nevertheless, it would be inconsist-
ent with the measurement of private wealth to adopt the abso-
lute maximum of valuation, since, if market value is the basis,
the objective is not to determine what the highest possible
value to a single user may be but rather to determine how far
another potential user is willing to go in driving up the price
that must be paid by the successful purchaser. There undoubt-
edly are instances in which the value of assets in governmental
use is lower than their value would be if they were in private
use. Such instances are, however, believed to be exceptional.

In general, government wealth must be valued on the as-
sumption that the assets are essential to the provision of gov-
ernmental services and that these services, by and large, are
worth what they cost. Certain government property has been
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in public possession since the creation of the governing body.
The historic action of the federal government in divesting
itself of most the public domain may be interpreted as re-
flecting a series of decisions that the property would have a
higher value in private ownership. Fortunately, this study does
not need to appraise the correctness of these decisions. But it
does need some evaluation of the property retained, and this
raises questions about whether disposals have reached or passed
the point at which values in private ownership can be applied
in evaluating government assets.

Assets that have been purchased may be subjected to a simi-
lar test, although there is usually little doubt—at least at the
time of acquisition—that a higher value would be put on them
in governmental use than in any competitive private use. Of
course, if a private individual or group were to possess the
property under conditions of monopoly, they might be able to
exact revenue from the public at such a level that the capi-
talized value of the property would be far above any value that
would be considered reasonable in government ownership.
But unregulated monopoly is at least exceptional in a competi-
tive enterprise system, if it is not, in fact, incompatible with
that system; and the net monopoly gains are, in a strict sense,
a return on a special privilege bestowed by the action or in-
action of government. It would be anomalous to credit govern-
ment itself with the value of such monopoly privileges just
because it possesses the physical means and the legal powers (as
in the case of atomic energy production or state liquor stores)
to establish a monopoly position. Indeed, it is almost a contra-
diction in terms to speak of an unregulated government-owned
monopoly.

The value of purchased government assets depends upon the
quality of the decisions made by the authorities. These deci-
sions may be correct or incorrect, much the same as the deci-
sions of private individuals may or may not be well advised in
acquiring property. Government assets may be regarded, per-
haps without excessive error in most instances, as having an
average value at the time of their original acquisition equal to
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their cost. Subsequently, their value may increase or decrease,
depending upon the function they can perform in the light of
the physical deterioration of the property, the availability of
alternative means for providing the services, and the public
interest in or demand for such services. There might be either
'unearned increment' or functional disability. A meticulous
study of government wealth would require that the factors
increase and decrease be appraised for each particular type of
property. Such a study would require a staff larger than has
ever been assembled to study even a selected major segment of
wealth. The Interstate Commerce Commission, for example,
has never been able to complete a detailed valuation of the
nation's railroads. It has been necessary, as a practical matter,
to deal with major groups of governmental properties and to
apply such over-all methods of estimation as will give reason-
ably useful results.

Several methods were used for estimating the value of physi-
cal assets in this study, the choice depending on the applica-
bility of each method to particular groups of property and the
availability of information. The estimates are exceedingly
rough, suggesting orders of magnitude rather than measures.
For government land that does not have a highly specialized
use, competitive value was used as far as feasible. When data
were available on cumulative expenditures, historical cost was
used as an approach to value. When the assets were not pur-
chased by the government or when information on acquisition
cost was not available, reproduction cost depreciated or, when
appropriate, market value was used. Whenever investment
was the starting point, adjustments were made to allow for
depreciation, obsolescence, salvage, and changes in price.

Government surplus property is a special case, since it has
undergone such a radical change of function that neither his-
torical nor reproduction cost can measure its value. The subse-
quent actual sales realization or the expected realization was
used. Short-lived government property was necessarily valued
in current market prices, since past expenditures gave little or
no clue to the value of the property still remaining.
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2 Limitations of Data

The methods of valuation have necessarily varied between
major types of physical assets as well as between agencies. Engi-
neering appraisals are virtually non-existent. For agencies issu-
ing business-type balance sheets, these records were accepted
as guides to the value of the property. Otherwise, the values
were derived in the main from expenditure records or, as in
the cases of machinery, equipment, and inventories, from scat-
tered surveys. The guides to value were specially questionable
for the public domain, mineral resources, and collectors' items.
When reproducible and nonreproducible assets were mingled,
e.g., in nonresidential buildings, the allocation was based on
fragmentary information.

3 Reproducible Assets
Construction assets. Long term nonmilitary improvements
owned by governmental agencies include residential build-
ings, other structures, and roads and streets. These improve-
ments, plus surplus real property and emergency public works,
had an estimated total depreciated replacement value on De-
cember 31, 1946 of $68 billion. State and local governments
accounted for $55 billion. In 1939, the total was $40 billion,
of which state and local governments owned $34 billion.

Expenditure records for federal construction and other long
term improvements were assembled back to the fiscal year
1791, by major groups according to purpose. First, total or
gross cost for each group was calculated. Second, the cost of
acquired sites was subtracted, leaving the cost of improve-
ments. Third, the cost of the improvements was adjusted to
allow for depreciation, obsolescence, and supersession. Fourth,
the 'depreciated' cost of the improvements was adjusted for
changes in price to get final valuations as of the end of 1939
and 1946.

The calculations for depreciation, obsolescence, and super-
session were intended to measure 'economic depreciation',
not to follow the conservative private business practice of
writing off the value of property faster than it declined in
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economic usefulness. The depreciated values do not necessarily
reflect the economic usefulness of the property for the years
concerned. If possible, the depreciation schedules for each
component of government wealth should be adapted to the
particular characteristics and usefulness of each major constitu-
ent. Such a survey would subdivide even individual pieces of
property according to the depreciation applicable to each seg-
ment. Some depreciation schedules would doubtless show a
fast rate in the early life of the property and a slower rate in
the later years; others might show the reverse. Allowances
would have to be made also for the salvage value of each com-
ponent which might be large in some instances, and zero or
even negative in others. The depreciation schedule for each
component would be difficult to predict and the refinement
would not be justified. Moreover, the data made it necessary
to apply calculations to groups of properties with a mixture of
components having varying lengths of life and types of depre-
ciation curve.

The method we followed in adjusting for economic depreci-
ation utilizes two straight lines: one to represent the depre-
ciation rate for the combined short. and long-lived components
in the early years of the asset; the other to represent the slower
rate for the surviving components in the later years. This
resembles more closely a parabolic curve, in which salvage is
assumed to be reabsorbed and amortized within the general
category of similar assets, than it does a single straight line over
the average life with an adjustment for salvage at the end.

The application of this method can be illustrated in con-
nection with the projects undertaken by the federal govern-
ment for the improvement of river valleys. The major storage
dams are likely to have a useful life of more than a century;
navigation locks, power houses, and irrigation works for the
most part are likely to have a substantially shorter life. A rela-
tively rapid depreciation schedule was applied to part of the
investment and a slower schedule for the remainder. Since,
on the average, a large part of the total expenditure was on
dams, the transition from the faster rate of depreciation to the
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slower rate was relatively high on the curve. Each class of prop-
erty was thus analyzed as a special case, and depreciation curves
were applied according to the characteristics involved (see the
Appendix for details).
Property held for disposal. The war brought into being a class
of assets that required special treatment. Created. to serve the
federal government during the war, it no longer serves that
purpose. Because the property has lost most of its original
functional value, it is revalued in terms of peacetime markets.
Data of the War Assets Administration, the predominant sur-
plus disposal agency, were used.

In the case of real property, the original cost of property
declared surplus but not disposed of by December 31, 1946
was reduced by applying the actual sales realization on dis-
posals through September 1947. A minor addition was made
to allow for surplus property held for disposal by other agen-
cies. Separate estimates, derived by similar procedures, were
prepared for rolling stock, including ships sold or to be sold
by the Maritime Commission, and for inventories of goods.

In December 1946 almost all the property held for disposal
was of these types. In December 1939 it consisted largely of
farm property held by the Federal Land banks and the Federal
Farm Mortgage Corporation and property held by the Recon-
struction Finance Corporation. In the case of the farm property
a relatively large percentage of the value was assumed to be in
land. Some farm housing was included, but no urban housing
held for disposal. Property held by the Home Owners' Loan
Corporation for disposal was included in residential buildings.

Emergency public works. A special problem arose in evaluat-
ing some of the public works undertaken as depression meas-
ures when relief to the unemployed was an element in the
construction programs. The cost of the project ordinarily ex-
ceeded competitive costs. In view of these considerations,
expenditures for state and local relief construction, including
those financed from federal funds, were discounted approxi-
mately one-fourth to give the estimated value of the physical as-
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sets produced. Expenditures for construction from emergency
funds by regular federal agencies (e.g., Corps of Engineers and
Bureau of Reclamation) during the depression were included
in the various types of structure without discount for the
relief aspect, since the funds were expended generally under
regular contracts on the same types of project as regular funds.

A similar problem arose in connection with emergency war
housing and community facilities which have a relatively short
life or low resale value. For these assets, values reported by the
owning agencies or realizations on disposals were used.
Other reproducible assets (excluding gold and silver). Machin-
ery and equipment, rolling stock, inventories, and livestock,
including the relevant portions of the surplus property previ-
ously discussed, accounted for $11 billion in government assets
in 1946, $3 billion in 1939. Most of the increase was in federal
assets.

Some federal agencies maintain reports on the valuation of
machinery, equipment, rolling stock, and inventory. The ma-
jor construction agencies had sizable investments in machin-
ery and equipment. Ships held by the Maritime Commission
accounted in 1946 for the predominant share of the federal
investment in 'rolling stock', and agricultural commodities
held by the Commodity Credit Corporation constituted a large
part of the inventory investment. When reported figures such
as these were available they were included in the tabulations.
Otherwise, the data were based on scattered samples and in-
formed opinions.

A large segment of these assets of government was repre-
sented by relatively standardized office machinery, equipment,
and supplies. Spot checks suggested an average valuation of
$500 for each employee for machinery and equipment and $50
for supplies in the federal government in both 1939 and 1946.
The effect of the war on space per employee, inventory con-
trols, and the age and quality of the facilities available were
assumed to offset the increase in prices from 1939 to 1946. The
average value per employee was multiplied by the number of
employees in civilian functions.
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Monetary gold and silver. Federal monetary policies determine
the market value of monetary gold stocks. Since 1934 the fed-
eral government has taken all gold offered at $35 per fine
ounce. Valued at this price the monetary gold stock on Decem-
ber 31, 1946 amounted to $20,529 million; in addition, there
was $177 million of gold in the active portion of the Exchange
Stabilization Fund. In 1939, $16,110 million were in monetary
gold stocks and $156 million in Stabilization Fund gold.

From 1934 until the war, the federal government purchased
the entire domestic output of silver and much of the foreign
output, as well as other supplies, domestic and foreign. Since
July 2, 1946 the government price of newly mined domestic
silver has been 90.5 cents a fine ounce (although for monetary
purposes it is valued at $1.29 an ounce). The average cost of
the existing monetary silver stocks, however, was much lower,
since almost all the domestic silver and all the foreign silver
were acquired at considerably lower prices. Deducting cumu-
lative seigniorage and potential seigniorage, $1,723 million,
from the monetary value, $3,514 million, the net acquisition
cost of the silver in the monetary stocks on December 31, 1946
was $1,791 million. On the basis of the New York market price,
835/4 cents, the current market value was $2,281 million; on
December 31, 1939, when the market price was only 35.1 cents,
the value was $1,031 million. These market values were used
in the over-all tables.

4 Nonre producible Assets

Public land resources. Excluding land owned by military agen-
cies, government-owned land was valued at $12 billion in
1946. Federal lands accounted for nearly $5 billion, and state
and locally owned properties for $7 billion. The total govern-
ment land valuation was slightly more than $7 billion in 1939
including federal land of about $2.5 billion and state and local
land of about $4.5 billion.

Public lands (excluding reproducible improvements) in-
dude some types having high values per unit of area. Sites for
public buildings and other structures, parks, playgrounds, and
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rights of way for streets in urban areas usually have high values.
Forests are valuable; but the return obtainable from the tim-
ber stand is difficult to segregate from the bare land which
usually has only a low unit value. Finally, a minor share of
public lands in experimental farms, highways, and other uses
consists of valuable land.

Otherwise public lands are predominantly of low unit value,
although they cover an enormous expanse. In 1945 federally
owned rural lands comprised 24 percent of the total land area;
nearly nine-tenths of these holdings were public domain lands.
Federal lands were 85 percent of the total land area in Nevada,
73 percent in Arizona and Utah, 65 percent in Idaho, and 53
percent in Oregon. About 97 percent of the public domain and
about 21 percent of the acquired lands were in the 11 Moun-
tain and Pacific Coast states. Almost one-half the acquired lands
were owned by the Forest Service.

Federal lands acquired for post offices, national parks, and
riyer, harbor, and flood-control projects were valued in 1946
at their original cost plus an allowance of 70 to 100 percent
for appreciation resulting from social and economic develop-
ment and from the higher price level. Those of the Tennessee
Valley Authority were valued at cost plus 55 percent; the
smaller increase was used because sizable acquisitions have
been made in recent years, in part at wartime prices.

The value of sites for public improvements, exclusive of
properties already enumerated, was estimated in 1946 at an
average of 15 percent of the total cost of the public works, with
an upward adjustment of 100 percent to reflect a rise in land
prices. The proportion of the project cost assignable to land is
likely to run higher than this average in populous areas and,
lower in sparsely settled areas. By excluding the major special
cases listed above, the scope of this estimate was narrowed con-
siderably. In the District of Columbia the cost of all federal
land has run about 17 percent of the total cost of federal land
and improvements. In other areas the percentage has appar-
ently been somewhat lower.

Acquired federal rural lands, excluding national parks,
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Corps of Engineers' project sites, and Tennessee Valley Au-
thority lands already discussed, and excluding also forest and
Indian lands, were valued at $18 an acre as of the end of 1946;
the basis was scattered sales data.

Commercial forest lands are a special case, since their value
resides mainly in the timber stand. For these lands, whether
acquired or part of the public domain, Forest Service estimates
of the average commercial value in 1946 were used as the basis
for estimation. The estimates disregarded certain noncommer-
cial values such as those for recreation and rainfall retention.
The total value was divided between federal and state and
local government holdings on the basis of a weighted average
of acreage and saw-timber stand.

Federal public lands not accounted for above were in the
public domain. About half of these lands (excluding commer-
cial forest lands) were vacant, unappropriated, or unreserved;
the rest were withdrawn public lands. Most of the unreserved
lands were worth less than the standard offering price, $1.25
per otherwise they would be purchased. On the other
hand, the reserved lands may run either higher or lower, but
part of them are worth many times this price. On the assump-
tion that high and low values were approximately offsetting
in 1946, $1.25 an acre was used as an average value. For 1939,
however, an average value of $1.00 an acre was used. There
was a negligible amount of duplication of public lands valued
•by this method, since sites for some public buildings and struc-
tures consisted of rural lands that were included in the acreage
data.
Mineral reserves on government lands. The various methods
of valuing mineral resources differ in their applicability to
measuring government wealth. In many instances the data and
the objectives are clearly inapplicable to this study, particu-
lady because the classification of wealth used in this study
requires that the value of construction machinery, equipment,
and inventories in the mining industry be excluded, and the
estimate itself must properly take into account quality and
feasibility factors. Commonly used estimates of coal reserves,
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for example, assume a standard or degree of exploitation that
is far too broad for the coal likely to be produced in the fore-
seeable future. On the other hand, the estimates of petroleum
and iron ore tend to be too conservative in that they do not
include all the reserves likely to be utilized even in the near
future. In the tendency is to underestimate mineral
reserves, except when the definition is too broad, as in the case
of coal. A principal reason for this underestimation is that in
many instances state and local taxes on estimated reserves
encourage operators to report only a minimum; another reason
is the tendency to report only reserves that have been measured
and tested preparatory to the undertaking of actual mining
operations.

In general, mineral reserves can be valued either by a physi-
cal appraisal as of a given time or by capitalization of the ex-
pected future returns. The physical appraisal method requires
the assignment of values to the quantities recorded. Such esti-
mates represent a gross value unless they include a discount of
the returns expected from future production to allow for inter-
est and risk. On the other hand, such estimates are usually in-
adequate in that they apply only to the portion of the reserves
considered to be definitely proved. From the standpoint of
wealth measurement, when the trend of discoveries is. favor-
able, it is necessary to allow for the unreported portion.

The capitalization method starts with the net return assign-
able to minerals production and works back to an estimate
based on a discounting of the returns and the outlook for
reserves. Such an estimate excludes outlays for labor, machin-
ery, equipment, and other production expenditures. The net
return, however, is not limited to royalties, but includes also
profits from the sale of leases or other net returns properly
applicable to the reserves.

An advantage of the capitalization method of measuring
mineral wealth is that it reduces the common overemphasis on
mere physical availability as a factor in valuation. The concept
of definite physical limits is rarely accurate when applied to
mineral reserves which occur in varying concentrations and
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forms. Whether a particular deposit is valuable depends also
upon the availability of a suitable process for handling the
type of mineral in the formation. Mineral reserves are far dif-
ferent from industrial plants, which constitute visible and
definable segments.

Since most government lands are open to exploration, devel-
opment, and production, the revenue-producing potentialities
of the minerals were relied upon primarily in measuring
wealth. No attempt was made to measure the value of minerals
suitable for the production of atomic energy or other miner-
als that are in a restricted status. However, a rough approxima-
tion was made of the off-shore oil pools claimed as federal
wealth. It was assumed that the oil in the off-shore area would
about duplicate that in the on-shore area; an allowance was
made for the greater hazard and time required for expiloration
and development in water.

The 1946 estimate of mineral wealth, excluding off-shore
oil, assumed that mineral prothiction would increase 3 percent
in the calendar year 1947 (the present estimated long term
rate), declining gradually to 1.5 percent per year in 30 years to
reflect limitations of reserves; thereafter it would continue at
a constant level until the returns were so long deferred as to
have an insignificant present value. Returns assignable to these
on-land reserves were estimated to be 15 percent of the value
of the minerals at the mine in 1946. This proportion, 76 per-
cent more than the royalty paid to the federal government on
leasable minerals in 1946, represents estimated bonuses and
other profits to reserves.

Off-shore oil reserves were assumed to be sufficient for pro-
duction to increase steadily from substantially no output at
all in 1946 to an annual output of 200 million barrels in 1959
and to continue at that level as 'long as it would have any appre-
ciable effect on the calculations of present discounted value.
The net value of the output was determined by applying to
the production estimates a net amount of 35 cents a barrel as
royalty, bonuses, and other profits to the federal government.
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This assumed a royalty of 12.5 percent on the oil to be sold at
$2.50 per barrel.; the remainder of the estimate represents
profits on the leases.

In calculating the present value all mineral reserves, 3
percent was accepted as the most feasibl.e discount rate, since
the objective was an estimate of national wealth rather than
the value a private enterpriser would place on the reserves.
Such a rate is undoubtedly lower than a nonintegrated com-
pany would use because of the risks it would have to face. Inte-
grated concerns commonly apply a 3 percent discount rate on
the ground that control of reserves affords possibilities of profit
from non-mining operations. The situation is believed to be
similar in government reserves, since the government can
reduce the risk element and thereby derive a relatively large
benefit from the reserves.

Data on the value of mineral reserves on state land are too
fragmentary for estimation on the same basis as for federal
lands. These reserves are believed to aggregate roughly one-
third of the value of the federally owned reserves exclusive of
off-shore oil, and were counted at that portion on the basis
of the discounted value.

The estimated value of mineral reserves in 1946 amounted
to $3,950 million. Federal wealth represented in mineral re-
serves was estimated to be $3,400 million in 1946, about half
in submerged oil reserves; state and local wealth, $550 million.

ESTIMATED VALUE OF MINERAL RESERVES, 1946

(millions of dollars)

Total net return Value at end
Discount period for period of 1946 at 3%

and area indicated discount rate
Federal lands

30 years 3,080 1,821
40 years 4,438 2,290
50 years 5,796 2,630
60 years 7,164 .. 2,881
70 years 8,512 3,075
75 years 9,191 3,146
N years (estimate) 3,400

State and local lands (N years assumed) 550

All public lands (N years) 3,950
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The 1939 value, $3,200 million for federal mineral reserves
and $500 million for state and local, was estimated by the same
method. The return from off-shore oil was figured at zero for
1940 through 1946. For the other minerals the trend of net
returns was extended to cover the intervening years 1940-46.
Collectors' items. The value placed on collectors' items held
by federal, state, and local governments was largely arbitrary.
It gives recognition, however, to the various collections of
documents, rare books, scientific exhibits, curios, and works of
art in the possession of governmental agencies. Although some
of these items are replaceable, they were assumed to be in this
classification if retained for display purposes. It was difficult
to evaluate many of these items. Cost was an important indi-
cator for some recent acquisitions and for items that would
lose significance if not in the possession of the government.

Evaluation of important records emerging from governmeilt
administration was impossible.. The records in the National
Archives as well as in the state, for example, in addition to
their intangible historical value, are valuable for the protec-
tion of individual or government rights in real property and
other legal claims, for genealogy and various other reference
purposes. Though a definite value could not be assigned to
such records, some of the documents would bring substantial
returns if sold to private collectors. The same can be said of
selected documents in the possession of the Library of Congress
and in various other public collections.

E MILITARY PHYSICAL ASSETS

Military physical assets amounted to an estimated $80 billion
in terms of depreciated replacement value on December 31,
1946. Reproducible assets accounted for $78 billion, including
industrial and nonindustrial facilities, $13 billion; 'rolling
stock' (largely ships and aircraft), $35 billion; machinery and
equipment in industrial facilities, $3 billion; and other equip-
ment and supplies, over $26 billion. Nonreproducible assets,
exclusively land, were estimated at $2 billion (Table 6). As
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mentioned above, the value of atomic energy construction and
equipment has not been allowed for. We arbitrarily set the
1939 depreciated replacement value at $5 billion, all except
$200 million in reproducible assets.

Table 6
Military Physical Assets of the Federal Government, excluding

Offshore Installations, December 31, 1946
(millions of dollars)

Depre. Depreciated
ciated replace-

Original original Price ment Market
cost cost index * value value

Reproducible 82,085 56,200 139 77,903 10,352
Installations (construction

only) 17,081 8,835 148 13,115 2,867
Industrial 6,356 3,510 144 5,040 1,242
Nonindustrial 10,725 5,325 152 8,075 1,625

Machinery & equipment 4,141 2,350 143 3,350 935
Rolling stock (largely

combatant) 36,863 27,115 129 95,038 3,550
Aircraft & trucks 7,950 4,020 124 4,980 780
Ships, naval & merchant 28,913 23,095 130 30,058 2,770

Other equipment & supplies 24,000 17,000 147 26,400 3,000
Nonreproducible 1,830 1,890 116 2,130 1,065

Land 1,830 1,890 116 2,130 1,065

Total physical assets 83,915 58,030 138 80,033 11,417

* Original procurement prices equal 100.

The 1946 depreciated replacement value, $80 billion, allows
for an average price increase of about S8 percent between the
time the assets were initially procured and December 31, 1946.
The original cost was $84 billion and the depreciated historical
cost $58 billion. The foregoing figures are all in terms of mili-
tary uses. If this same property were placed on the civilian mar-
ket the estimated realization would be only about $11 billion.

1 Basis of Valuation

The agency figures were in terms of original cost. Most of the
military assets on hand as of December 31, 1946 had been pro-
cured by the vast Worl.d War II defense expenditures in
194 1-46. In terms of the military purposes for which they were
acquired, therefore, they were on the average relatively new.
Even so, the depreciation and particularly the obsolescence
factors for certain classes of these assets are high, if experi-
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ence during World War II is a criterion. For example, aircraft
have a service life of 3 to 5 years; war-built manufacturing
facilities and installations have rapidly depreciated in many
cases.

Depreciated historical cost and depreciated replacement
value were estimated on the assumption that the assets would
continue to be held or used for the initial military purposes.
To obtain figures on depreciated replacement value, deprecia-
tion factors were applied to original cost, then allowance was
made for increases in price from the time the present assets
were procured to December 1946. For example, for indus-
trial facilities the historical cost figures were reduced about
45 percent, then a price rise of about 44 percent was allowed on
depreciated historical cost to approximate the depreciated
replacement value.

Valued on this basis the military property constitutes a siz-
able portion of the nation's total wealth. These large figures
reflect the fact that, under present unsettled world conditions,
the tools of war have a high national value. The large scale
experience we have had in the sale of military property through
the War Assets Administration and the Foreign Liquidation
Commissioner indicates that in the competitive civilian market
the remaining military assets would have a very low value.
Rough estimates of $11 billion contrast sharply with a depre-
ciated replacement value for military purposes of $80 billion.

2 Limitations of Data
Because of the scope and character of the data the estimates are
exceedingly rough. The totals include the assets of the Na-
tional Military Establishment (Air Force, Army, and Navy),
the warbuilt plant and strategic supplies of the Reconstruction
Finance Corporation, and the portion of the maritime fleet
and facilities deemed to be primarily of military use.

The reports of the War (Air Force and Army) and Navy
Departments on the value of facilities they own in the con-
tinental United States are in terms of original cost and are
difficult to convert to a different valuation basis. Furthermore,
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no integrated inventory of either industrial or command (non-
industrial) facilities on a government-wide basis exists. It was
practically impossible to integrate the figures for the several
agencies, partly because the figures of the military agencies
probably overlapped the War Assets Administration figures.
The same was true of the industrial machinery and equipment
figures.

The Navy Department publishes balance sheet data show-
ing its assets. The records, however, are in• terms of original
cost for the property still on hand and do not reflect its con-
dition. Moreover, coverage is incomplete.

Reports of the War Department were even less adequate.
Figures for supplies on hand in the Technical Services did not
cover equipment or supplies issued to the troops. This resulted
in substantial understatement. For the Air Force, no value
data were readily available. The figures for this study, there-
fore, include only a rough valuation of complete aircraft on
hand, plus an even rougher estimate of spare parts. The use of
Army and Air Force reports was limited by the fact that many
are confidential and details could not be published.

Over-all data on RFC industrial facilities include figures on
depreciation allowances. Estimates based on cumulative ex-
penditures by the Maritime Commission and the War Ship-
ping Administration were useful in calculating the original
cost of the war-built merchant fleet. Since they did not reflect
disposals and depreciation, however, unpublished information
was used to make rough adjustments.

3 Reproducible Assets

The fixed facilities (construction only) covered in this study—
installations of the National Military Establishment, the Re-
construction Finance Corporation, and the Maritime Commis-
sion—aggregated $17 billion in original cost, including over $6
billion of industrial plant and $11 billion of command facili-
ties. To compute the depreciated historical cost, the industrial
facilities were depreciated about 45 percent, the nonindus-
trial about 50 percent. The depreciated replacement value,
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$13 billion, as of December 1946 allowed for an average price
rise of about 48 percent after acquisition. The market value
was estimated to be 15-20 percent of original cost. The original
cost of the machinery and equipment in the foregoing indus-
trial facilities, using crude assumptions based on War Produc-
tion Board data, was estimated to be $4 billion. In computing
depreciated replacement value, $3 billion, the factors used
were by and large comparable with those in the facilities cal-
culations.

'Rolling stock' of the National Military Establishment and
Maritime Commission cost originally about $37 billion; in-
cluding complete aircraft, largely combat, nearly $8 billion;
naval fleet, $22 Maritime Commission vessels in re-
serve and in active use, $7 billion; and watercraft and trucks
of theWar Department. The depreciation factors for aircraft
assume an average service life of about 4 years, for naval ves-
sels built during World War II a life of about 15 years, and
for maritime vessels a life of 10- :i. 5 years depending on whether
they are in reserve or in active use. In arriving at the depreci-
ated replacement value, $35 billion, price increases of about 29
percent were assumed. Most of the market value in this cate-
gory would be in the cargo vessels of the Maritime Commission
and the Navy and the transport aircraft of the National Mili-
tary Establishment. The naval combatant fleet and the com-
batant aircraft would have only scrap value.

Other equipment and supplies make up the inventory of
the National Military Establishment and the strategic stock.
pile. The aggregate original cost was estimated to be $24 bil-
lion, including $14 billion of Navy Department holdings. As
indicated above, the figures for the Air Force and Army were
probably greatly understated. The figures for the National
Military Establishment vast amounts of ordnance
and ammunition, communications equipment, aircraft parts,
and similar military equipment and supplies. To compute the
depreciated historical cost, different assumptions were made
concerning the life of the several classes of material, running
from 5 to 15 years, so that the average life assumed was above
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8 years. In computing the depreciated replacement value, $26
billion, price increases of about 47 percent were assumed. The
market value of this material was relatively small, of course,
since much of it was ordnance, ammunition, and similar mate-
rial which would have to be scrapped.

The $82 billion of military reproducibl.e assets in original
cost terms remaining on December 31, 1946 represented less
than 40 percent of the $215 billion expended by the federal
government for munitions and war construction in the fiscal
years 1941-46, plus the relatively small amounts of military
assets previously on hand.7 During the six defense preparation
and war years $30 billion was expended for construction and
equipment. Installations and machinery of about $21 billion
were still classified as military assets as of December 31, 1946;
other installations costing billions of dollars had been trans-
ferred to the War Assets Administration and were classified as
'civilian' assets. For naval and merchant ships over $40 billion
had been spent; about $29 billion were accounted for under
military assets and some were counted as 'civilian' assets. Ex-
penditures for aircraft and aircraft parts were about $45 bil-
lion; nearly $8 billion of complete aircraft remained, plus an
estimated $3-4 billion in spare engines and parts (classified
as 'other equipment and supplies'). Expenditures for all other
'equipment and suppllies'—guns and fire control, ammunition,
tanks, and other combat vehicles, communications equipment,
and other equipment and supplies—were about $100 billion.
About $20 billion remained on hand at the end of 1946, of
which nearly one-half was ordnance equipment, supplies, and
vehicles. And, as indicated above, items in the hands of troops,
particularly for the Army, were not included in the inventory.

4 Nonreproducible Assets

The land held for military purposes is estimated to have cost
the government $1,830 million. Lack of integrated informa-
tion on holdings made it difficult to ascertain accurately either
the acreage or the cost. The convention of valuing public do-
7 Roughly the same as the $4.8 billion on hand on December 31, 1939.
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main at the 1860 figure, $1.25 per acre, perhaps did not give
enough weight to these lands, of which the War Department
alone held over 20 million acres at the end of 1946. In terms of
original cost the Navy was to have about two-thirds
of all the military land. Although its acreage was far smaller
than that of the War Department, land used for shipyards and
similar Navy installations in urban areas had a relatively
higher original cost.

APPENDIX: SOURCES AND METHODS

Notes on Tables 3 and 4

GOVERNMENT CORPORATIONS AND CREDIT AGENCIES

Data were derived from a compilation of balance sheets (Treas-
ury Daily Statement, Jan. 1940, p. 6; Feb. 17, 1947, pp.
12-5). The following adjustments were made:

All Treasury assets and liabilities were excluded.
Real estate and other physical assets were excluded. It was

assumed from a comparison with other sources that $222 mil-
lion of CCC assets in 1939 was wrongly classified as 'loans',
instead of assets (commodities) acquired and held for sale

Finance Review, Nov. 1948, Table 12, p. 114).
Private loans guaranteed by the Export-Import Bank and

the Commodity Credit Corporation were excluded from both
assets and liabilities.

Loans made to states, territories, and other public bodies
are shown as 'obligations of state and local governments'.

Private equity in government corporations excludes the
stock of the Federal Deposit Insurance Corporation held by
Federal Reserve banks.

Values for 1946 are net of 'reserves for losses'. In 1939 're-
serves for uncollectible items' are deducted from loans; 'other
operating reserves' are excluded from liabilities and treated as
part of federal equity.

'Accrued interest payable' for 1946 only an esti-
mate on debt held outside the Treasury.
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TREASURY DEPARTMENT

Data were derived from Treasury Daily Statement (Dec. 29,
1939; Dcc. 31, 1946; Jan. 2, 1947; Feb. 17, 1947) with the
following exceptions:

Claims
Other claims receivable. Accrued tax claims, 1939: estimated
for personal and corporation income taxes and estate and gift
taxes on basis of tax liabilities for 1939 (Statistics of Income,
1939, Parts 1 and 2), plus arbitrary allowance of $268 million
for back taxes due, additional assessments, excise taxes, cus-
toms, and employment taxes. Results checked against corre-
sponding Commerce data (Survey of Current Business, Na-
tional Income Supplement, July 1947, Table 8). 1946: estimate
for individual and estate and gift tax accruals based on Bureau
of Internal Revenue collection reports, corporate tax accruals
estimates based on Commerce data (Survey of Current Busi-
ness, July 1948, and preliminary data for Statistics of Income,
1946, Part 2).

TAX ACCRUALS

(millions of dollars)
1939 1946

Corporate tax accrual 1,232 9,200
Individual income tax accrual 929 5,300
Estate and gift tax accrual

1 000
- All other 268f

2,700 15,500

Accrued interest receivable, 1939: estimated on basis of ac-
crued interest payable by government corporations and credit
agencies.

Obligations of federal' agencies, guaranteed: 1939: Special
obligations (Treasury Bulletin, Feb. 1940, p. 31).

Gold certificates and similar claims: includes Federal Re-
serve notes in General Fund and gold reserve behind U.S. notes
and Treasury notes of 1890.

Loans: includes loans to railroads, advances to Federal Re-
serve banks for industrial loans, World War I loan to Finland
and loan to United Kingdom (Treasury Form 30, Dec. 31,
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1946; Annual Report, Secretary of the Treasury, 1939, p. 795;
1946, P. 561).

All other, 1939: includes miscellaneous and unclassified
deposits and securities transferred from the Reconstruction
Finance Corporation. 1946: includes miscellaneous and un-
classified deposits, Lend-Lease credits (Foreign Transactions of
U.S. Government, Part 2, Dec. 31, 1946, p. 151), accrued assets
due from governmental (Treasury Form 30, Dec. 31,
1946), and advances and prepayments to contractors (SEC,
Statistical Series Release 779).
Stocks. 1939: stock in federal savings and loan associations;
1946: includes also $323 million in stock of International Bank
for Reconstruction and Development and of International
Monetary Fund (Treasury Form 30, Dec. 31, 1946).

Liabilities and Prorrietorships
Claims payable. Accrued tax refunds: includes estimates of
personal, estate, corporate, and AAA processing taxes.

ACCRUED TAX REFUNDS

(millions of dollars)
1939 1946

Personal income and estate taxesl çl,700
Corporation income taxes 1,000
AAA processing taxes 45

Total 80 2,700

Accrued interest payable: estimated on basis of volume and
composition of outstanding debt.

Accrued wages and salaries: excludes military pay; assumes
that there is no lag between pay day and pay period in 1939;
1-2 weeks in 1946; and an average accrual of 22.7 days of annual
leave (on basis of survey by Senate Committee on Appropria-
tions). No allowance was made for sick leave (a contingent obli-
gation only). Pay rates are based on Civil Service Commission
surveys. The totals include $310 million in accrued pay and
$450 million in accrued annual leave in 1946; in 1939 the lat-
ter was $150 million and the former, zero.

Public debt, direct: excludes U.S. notes, national bank notes,
Federal Reserve bank notes, and other currency,
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Claims payable in gold: includes gold certificates and gold
in Exchange Stabilization Fund (Treasury Bulletin) March
1940, p. 47; March 1947, p. 72).

Currency in circulation: excludes Federal Reserve notes
(Banking and Monetary Statistics, Table 110, p. 413; Treasury
Bulletin, March 1947, p. 75).

All other claims payable: includes general fund liabilities,
Treasury currency held by Federal Reserve banks (Annual
Report, Board of Governors of the Federal Reserve System,
1939, p. 32; 1946, p. 70), trust and deposit liabilities (Treasury
Form 30, Dec. 31, 1946), and claims owed U.S. corporations
(SEC, Statistical Series Release 779).

FEDERAL RESERVE BANKS

Data were derived from statements of condition of Federal Re-
serve banks (Annual Report, Board of Governors of the Fed-
eral Reserve System, 1939, pp. 32-5; 1946, pp. 70-1). All figures
are net of valuation reserves. The following adjustments were
made: bank premises were excluded, since they are physical
assets, classified elsewhere; Federal Reserve notes held by
Treasury and Federal Reserve banks were excluded from 'cur-
rency in circulation' (Banking and Monetary Statistics, p. 413;
Treasury Bulletin, July 1947, p. 82); surplus account (Sec. 1 3b)
was treated as a claim payable to the Treasury Department.

TRUST ACCOUNTS

Data were derived by adding the excess of receipts over ex-
penditures (excluding investments) plus accrued interest dur-
ing the next six months (Treasury Daily Statement, Dec. 29,
1939, p. 3; Feb. 17, 1947, pp. 9-11) to assets in trust accounts
as of June 30, 1939 and 1946 (Annual Report, Secretary of the
Treasury, 1939, pp. 81-98; 1946, pp. 563-84). Methods used on
individual items follow.

Claims
Demand and time deposits. In Treasury and federal agencies,
1939: unexpended balances June 30, 1939, plus excess of re-
ceipts over expenditures and investments; 1946: unexpended
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balances, the residual after deduction of other items from total
assets. Unexpended balance of U.S. Government Life Insur-
ance Fund excluded.
Other claims receivable. Accrued interest receivable: estimates
based on investment portfolio.

U.S. government securities, 1946: from tabulation supplied
by Treasury Department, Fiscal Services, Bureau of Accounts.

Loans, policy loans of U.S. Government Life Insurance
Fund: interpolation between amounts shown on balance sheets
at beginning and end of fiscal years (Annual Report, Secretary
of the Treasury,1939, p.88; 1940, p.212; 1947, p. 461).

Liabilities and Proprietorships
Claims payable. All other claims payable: entire assets of trust
funds assumed to be payable to beneficiaries.

ALL OTHER (FEDERAL)

Data derived from the following sources for the various agen-
cies and funds involved:
Exchange Stabilization Fund: all data from balance sheets of
the Fund (Treasury Bulletin, April 1940, p. 52; May 1947,
p. 81). Gold held by the Federal Reserve Bank of New York
and the U.S. Assay Office excluded and classified elsewhere as a
physical asset.
Postal Savings System: based on balance sheet data (Banking
and Monetary Statistics, p. 519; Treasury Daily Statement,
April 1, 1947, p. 11, note 7) and total assets and deposit liabili-
ties (Federal Reserve Bulletin, July 1947, p. 869).
Office of Alien Property, 1939: included in trust accounts;
1946: based on October 1, 1946 data (Terminal Report, Office
of Alien Property Custodian, Oct. 1946, Table 4, p. 84). Repre-
sents net equity vested, after direct expenses; excludes real
estate and patents. Assumes entire equity vested in Alien Prop-
erty Custodian in accordance with 1945 agreement (ibid., p. 3).
Other agencies (by items):
All other claims receivable, 1946 only.. Includes receivables of
$389 million for War Assets Administration (obtained from
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WAA) and $176 million for Office of Foreign Liquidation
Commissioner (Foreign Transactions of the U.S. Government,
Dec. 31, 1946, App. Table 21, P. 151).
Direct investment abroad. 1939: arbitrary estimate; 1946: in-
cludes estimate by Sammons (see his App. Table 3) for direct
foreign assets (realty and movables) of federal government,
plus an arbitrary estimate, $2.4 billion, for the depreciated
historical cost of government installations in Alaska, Hawaii,
Puerto Rico, and the Canal Zone.
All other claims payable. Includes $200 million in 1939 and
$360 million in 1946 for Indian lands (Annual Report, Secre-
tary of the Interior, 1946, p. 363) and $80 million in 1939 and
$132 million in 1946 for improvements (estimated from Budget
expenditures).

STATE AND LOCAL GOVERNMENTS

Claims
Currency. Rough guess, based on a few scattered ratios of vault
holdings to bank deposits.
Demand and time deposits in banks. For 1946 from FDIC,
Report 26, Assets and Liabilities, December 31, 1946, Operated
insured Commercial and Mutual Savings Banks, pp.9, 33; plus
$179 million in uninsured banks, as derived from FDIC, An-
nual Report, 1946, Table 110. For 1939, FDIC, Report 12,
December 30, 1939, pp. 5 and 29, plus $92 million in unin-
sured banks estimated at the same ratio as deposits in such
banks in 1946. All governmental deposits in uninsured banks
are assumed to be state and local.
Other claims receivable. Accrued tax claims: mainly rough
guesses, guided somewhat by ratios in F. L. Bird, Trend of Tax
Delinquency, 1930-1946 (Dun & Bradstreet, 1947), and by scat-
tered reports of a few cities, e.g., monthly statements of the
New York City Department of Finance.

Accrued interest receivable: token estimates.
U.S. government securities: Treasury Bulletin, May 1947,

p. 48.
Obligations of state and local governments: Annual Report,
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Secretary of the Treasury, 1948, pp. 629-30, with interpolations
for December 31. It is assumed that state and local units did
not hold any obligations of territories and possessions, and that
the latter held no more than a negligible quantity of state and
local obligations.

Loans and all other: guesses to represent mortgage loans,
nongovernmental bonds, service charges receivable, and all
other claims except prepaid expenses, which are netted out of
claims payable.
Stocks. Guesses to represent equities in private enterprises,
including such investments held by public endowment and
trust funds.
Direct investments abroad. Probably negligible.

Liabilities and Proprietorships
Accrued tax refunds. Token estimates.
Accrued interest payable. Estimate based for 1939 on about
$16.3 billion of debt, and for 1946, about $13.6 billion, held
by others than state and local governments, at assumed average
rate of about 3 percent and year-end average accrual of about
two months.
Accrued wages and salaries. Assumed end-of-year (lower than
at other dates) of about 2 percent on estimated payrolls of $4.2
billion in 1939, $6.3 billion in 1946 (compensation paid to
employees: from national income estimates, Department of
Commerce).
Public debt, direct. Interpolation between June 30 totals of
interest bearing debt shown in Annual Report, Secretary of
the Treasury, 1948, p. 628, with deductions to exclude debt of
territories and possessions. For each year $0.2 billion was added
to cover non-interest bearing debt (and possibly other omis-
sions) on the basis of differences between the Treasury totals
and total gross debt as shown by the Bureau of the Census,
Governments Division, in its Summary of Governmental Debt
in 1948 (Dec. 1948).
All other claims payable. Assumes an average lag of about 5
percent of annual. total on all expenditures other than for
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employees' pay and interest on debt. Prepaid expenses are
assumed to be offset against claims payable. Trust fund liabili-
ties (excluding unemployment compensation funds to the
extent that they are covered by deposits in the federal Treas-
ury) are assumed to equal the net assets of the funds; the trust
fund asset valuations are estimated to be $5.6 billion in 1946
and $3.0 billion in 1939, on the basis of reported totals:
1946, state retirement funds, $1.7 billion; 37 large-city retire-
ment funds, $1.1 billion (Census Bureau, Governments Divi-
sion, State Finances, 1946, Compendium, p. 39, and 1947, p. 44;
Large City Finances in 1946, p. 51, and 1947, p. 49).
1939, retirement and other trust funds of states, $2 billion;
of cities with more than 100,000 population, $0.9 billion
(Financial Statistics of States, 1939, Vol. 3, pp. 14 1-6, and 1940,
Vol. 3, p. 45; Financial Statistics of Cities, 1939, Vol. 3, pp. 199-
206, and 1940, Vol. 3, p. 96).

On the basis of ratios derived from ibid., Retirement Sys-
tems for State and Local Government Employees: 1941 (Spe-
cial Study 17, Oct. 1943), the reported amounts are assumed
to represent 95 percent of all state and local retirement funds
in 1946, and 95 percent of all state and local trust funds in
1939. All other trust funds in 1946 are estimated on the basis
of the ratios of state and large-city retirement funds to other
trust funds, as reported in 1940.

Notes on Table 5

FEDERAL GOVERNMENT

Reproducible Assets
For purposes of this source note, the derivation of the values
for construction assets, including residential buildings, other
structures, and roads and streets, is shown in Appendix
Table 1.
Construction assets. Classified according to character or pur-
pose. In the case of the structures for development,
the multiple-purpose projects are classified by the predomi-
nant purpose.
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Values of the construction assets in Table 5, from the last
column of Appendix Table 1, were derived by tabulating the
total historical costs of these improvements back to 1791; sub-
tracting the value of land; adjusting the cost of improvements
for depreciation, obsolescence, and supersession; and adjusting
the depreciated cost of the improvements for changes in price.

To facilitate the computations the historical costs were
added by 5-year intervals and depreciation schedules were set
up to yield depreciated values of the improvements as of
December 31, 1939 and 1946. For example, in the case of 'light-
houses and other coastal facilities', the depreciation rate was
1.5 percent for the first 40 years, 0.8 percent for the next 50
years. The depreciated value of 1930-34 construction at the
end of 1946 would be 77.5 percent of the historical cost. (The
midpoint of the interval 1930-34 is 15 years removed from
December 31, 1946 and the depreciation at 1.5 percent would
amount to 22.5 percent of the historical cost.) Similarly, the
depreciated value of 1870-74 construction at the end of 1946
would be 12 percent of the historical Cost. (The midpoint of
the interval 1870-74 is 75 years removed from December 31,
1946, and depreciation at 1.5 percent for 40 years and 0.8 per-
cent for the next 35 years would amount to 88.0 percent of
the historical cost.) According to this depreciation method, the
depreciated value of construction 90 years old or older at the
end of 1946 would be zero, although cost values are included in
the historical series from 1791 to 1946.
Machinery and equipment, rolling stock and inventory. See
the text.
Livestock. Estimates including livestock on experimental
farms and federal institutions. The value of livestock owned
by Indians on reservations is excluded (about $40 million in
1946).
Monetary gold and silver. Data on gold are derived from mone-
tary gold stocks (plus active gold in the Stabilization Fund)
valued at $35 per fine ounce. Data on silver are derived from
silver monetary stock valued at New York market price of 35.1
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518 PART II

cents and 83.75 cents per ounce at the end of 1939 and 1946,
respectively (Treasury Bulletin, April 1940, p. 52; May 1947,
pp. 81-4).

1939 1946
(millions of dollars)

Monetary gold stocks 16,110 20,529
Exchange Stabilization Fund 156 177
Monetary silver 1,031 2,281

Total 17,297 22,987

Nonreproducib le Assets
Land. Much of the discussion on source and methods of esti-
mating land values is included in the text. In Appendix Table
2, the 'Adjusted value' column provides an estimated value for
the various classifications of federal land values presented in
Table 5.

Appendix Table 2
Derivation of Estimates of Land Value, Federal Government,

excluding Military Lands, 1946 and
(millions of dollars)

December 31, 1946 December 31, 1939
Est. Price Est. Price
hist. adj. Adj. hist. adj. Adj.
costs factorb value costa factor" value

Land 0 4,926
Residential sites, acquired 307 1.0 307 104 1.0 104
Sites for other structures,

primarily acquired 815 1,334 535 662
Reclamation, flood control,

river-channel & harbor
projects including TVA 168 1.7 286 100 1.2 120

Real property held for dis-
posal 246 1.0 246 88 1.0 88

Post Office sites 139 2.0 278 125 1.5 188
Sites for all other

structures 262 2.0 524 222 1.2 266
Forests, parks & unimproved

lands 8,285 1,830
Forests (except on Indian

lands), mci. corn. timber 2,006 1,077
Parks, acquired lands only 90 1.9 171 74 1.0 74
Acquired lands, n.e.c. d 401 191
Other public domain 347 288
Indian lands, held in trust 360 200

See 'Land' column in Appendix Table 1.
b Adjusted in accordance with Index of Farm Real Estate Values andother infor-
mation; no adjustment for residential sites, which are valued as of dates shown.
o Indudes some sites on public domain or donated lands.
d Historical costs not summarized; valued as of dates shown.
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Subsoil assets. See the text.
On-shore mineral production was based on projections of

Geological Survey data on the value of federally leased mineral
production and the royalty obtained, 1935-46. The value of
the product was increased 20 percent to approximate total
production from federal lands, including the product from
non-leased lands. The net value assignable to reserves was
taken to be 15 percent of this total to account for both royalties
and profits accruing to the lessors. Off-shore oil deposits are
expected to increase rapidly in yield from 1947 to approxi-
mately 200 million barrels annually by 1959, continuing at
that rate thereafter. The 200 million barrel annual production
is a conservative estimate.
Collectors' items. The valuation is largely arbitrary, as ex-
plained in the text.

STATE AND LOCAL GOVERNMENTS

Reproducible Assets
Estimates of reproducible assets and sites acquired by purchase
are based primarily on the historical record of construction
expenditures, as tabulated by the Bureau of Foreign and
Domestic Commerce, Construction Division, in Construction
and Construction Materials: Industry Report—Statistical Sup-
plement, Construction Volume and Costs, 1915-1947 (May
1948). Arbitrary additions were made to reflect such expendi-
tures prior to 1915 for assets still of some value in or 1946
and also for purchases of existing assets from private owners.
Construction assets. The derivation of the value estimates is
summarized for major classes of construction assets in Ap-
pendix Table 3. The depreciation and amortization factors,
service-life assumptions, and price adjustments are discussed
in the text. Their source and computation are explained briefly
below.

In addition to figures published in the Industry Report cited
above, and adjustment factors listed in the notes to Appendix
Table 3, the estimates are based on the following assumptions:
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Nonresidential buildings: pre-1915 original expenditures
for construction and sites assumed to be $2.7 billion, spread at
an accelerating rate from 1850 through 1914; 1915-19, esti-
mated to be $1,050 million, in the reported federal-state-local
total of $1,127 million; 1920, not reported, interpolated at
$266 million.

Sewage disposal and water supply facilities: pre-1915 total
assumed to be $1.5 billion, spread at accelerating rate from
1860.

'All other' construction: pre-1915 total assumed to be $400
million, spread at accelerating rate from 1890.

Roads and streets, regular, including federally-aided: pre-
1915 total assumed to be $3.8 billion, spread at accelerating
rate from 1860.

Emergency public works: actual expenditures, discounted
27 percent for the relief element involved, are divided on the
assumption that half was for roads and streets, half for other
construction. To eliminate maintenance activities, the amount
allocated to roads and streets is discounted another per-
cent, and the amount for other construction, another 10 per-
cent. Consequently, the amount shown for roads and streets
represents 19.9 percent of total emergency public works ex-
penditures, and the amount for 'all other' construction, 31.5
percent. This treatment applies, however, only to expenditures
specifically reported under 'work relief' in Construction Vol-
ume and Costs, 1915-1947, p. 5. As noted there, about 30 per-
cent of the expenditures is included in other figures for new
public construction and cannot be segregated for each type of
construction. The 50-50 division is based on Final Report on
the WPA Program, 1935-43 (Government Printing Office,
1947), p. 122. The discounts for relief and for road and Street
maintenance follow the Board of Investigation and Research,
Public Aids to Transportation (79th Cong., 1st Sess., I-louse
Doc. 159, 1944), p. 531. The maintenance discount for con-
struction other than roads and streets is a guess.

The service-life assumptions, applied to historical costs of
physical construction assets, are intended to represent rough,
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generalized averages for all improvements of the specified types.
Instead of applying a uniform straight-line depreciation arid
amortization factor over the whole period, these computations
assume a more rapid rate of diminution of value in the earlier
years of service-life than in the later years. This use of two
life-schedules for each type of asset is prompted by considera-
tions similar to those discussed in the report of the research
staff of the Board of Investigation and Research on public
aids to transportation (pp. 222-5).
Other reproducible assets. All these figures are guesses, guided
by a few scattered inventory reports. 'Equipment' includes col-
lections in public libraries and museums.

Nonreproducible Assets

Residential sites and sites for other structures. These are the
estimated historical costs, as shown in Appendix Table 3, ad-
justed for price appreciation by applying very rough adjust-
ment factors, as shown in Appendix Table 4.
Forests, parks, and unimproved lands. State and local forests
represent about 10 percent of the Forest Service estimates of
the total value of all public forests. For parks and other unim-
proved lands, the estimates were built up by rough extrapola-
tion of incomplete data on the acreage and unit values of city,
county, and state parks (National Recreation Association,
Municipal and County Parks in the United States, 1910, 1942,
pp. 9, 49, 56; World Almanac, 1948, P. 288; 1943, p. 493), ad-
justed to eliminate improvements in the case of urban parks
on the assumption that these represented half of the $2 billion
total for such parks in 1946; and to eliminate improvements
and forested lands from the county and state parks. In sum-
mary, the estimates for parks and other unimproved lands in
1946 comprise $1 billion for city parks, $50 million for county
parks, and $10 million for state parks. The $750 million for
1939 is more largely a guess guided by data in the sources cited
above. For public school endowment lands (such as school-
owned Section 16 lands in downtown Chicago) the estimates
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are rough guesses based on Illinois state school reports and
other scattered data.
Subsoil assets. Rough estimates related to the federal estimate
(see text).
Collectors' items. Largely guesses.

Appendix Table 4
Derivation of Estimates of Site Values for State and Local

Government Structures, 1946 and 1939
(millions of dollars)

December 31, 1946 December 31, 1939
Est. Price Est. Price
hist. adj. Adj. hist. adj. Adj.
costt factory' value costs factor" value

Land in Sites 2,800 5,500 2,410 3,580
Residential building sites 100 1.5 150 10 1.0 10
Sites for other structures 2,700 5,350 2,400 3,570

Nonresidential buildings 2,100 2.0 4,200 1,900 1.5 2,850
Sewage disposal & water

supply facilities 100 1.5 150 100 1.2 120
other' construction 500 2.0 1,000 400 1.5 600

Site values for roads and streets and for emergency public works were not segre-
gated from improvements.
a From column in Appendix Table 3.

Rough guesses.

Notes on Table 6

As indicated in the text, the source material for these estimates
was much less adequate than in other areas and a considerable
amount was not published. There has therefore been con-
siderable reliance on informed opinion. Although the various
branches of the National Military Establishment report their
holdings of ships, aircraft, other munitions and facilities, the
reports are usually confidential.

Balance sheet data were obtained for the Navy Department
from the Annual Report of the Bureau of Supply and Accounts
(Naval Expenditures, Navsanda Publication 39). This annual
publication contains fairly detailed figures on the Navy prop-
erty investment at the end of each fiscal year in terms of acquisi-
tion cost.

Some of the estimates for the War Department (now split
between the Department of the Army and of the Air Force)
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were prepared by using data summarized from generally con-
administrative supply control reports. The value of all

the aircraft of the Air Force is not published. Estimates were
made by multiplying the number of planes on hand as shown in
administrative reports by estimated unit costs based on war-
time War Production Board records. The value of the federal
strategic stockpile was estimated from data on budget expen-
ditures and reports of stocks on hand.

On installations the administrative reports of the Army and
Navy, also usually confidential, contain figures in considerable
detail. The estimated cost of industrial installations during
World War II was reported by company and by plant location
by the Civilian Production Administration (War Industrial
Facilities Authorized, July 1940-August 1945). An integrated
inventory of industrial facilities was also published by the War
Assets Administration during April 1948 (Report on Govern-
ment-owned Industrial Plants as of September 30, 1947). Gross
valuations and depreciation allowances for RFC industrial
facilities were obtained partly from the general compilation
for government corporations and credit agencies (Treasury
Daily Statement, Feb. 17, 1947). The costs of the maritime
fleet and facilities deemed to be primarily of military use was
built up from cumulative expenditures of the Maritime Com-
mission and War Shipping Administration. These were ad-
justed to reflect disposals and depreciation on the basis of
informed judgments of persons working on the program.

Cumulative budget expenditures for the World War II pro-
gram were a useful guide to estimates on military assets. The
analysis of 'The War Program' (Budget of the United States
Government for the fiscal year ending June 30, 1947, pp. 751-3)
contains estimated expenditures by half-years from the fiscal
years 194 1-46 for munitions, war construction and non-muni-
tions. The Civilian Production Administration also made de-
tailed estimates of the value of United States munitions output
by categories and by months from July 1, 1940 to August 31,
1945 (The Production Statement, May 1, 1947).
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The Federal Supply System, by a task force of the Commis-
sion on Organization of the Executive Branch of the Govern-
ment, affords a check on the estimates for part of the military
assets. It estimates that the three military departments had on
hand in storage 'current total inventory' of about $26.8 billion,
of which $10.6 billion was held by the Navy, $8.0 billion by the
Air Force, and $8.2 billion by the Army. Reports from the
military departments in the Commission's files indicate that
these inventory figures included about $6.8 billion of
expendable' material reported by the Air Force, such as
"complete aircraft and complete engines". The date of the in-
ventory was indicated only for the Army (Dec. 31, 1947) and
the pricing assumptions were not stated. However, it seems
probable that the inventory was at about the end of 1947 and
that the prices were on the 'original cost' basis comparable with
the prices in the first column of Table 6. Adjusting to elimi-
nate the estimated value of complete aircraft it would seem
that while 'other equipment and supplies' in Table 6 are esti-
mated to be about $24 billion in original prices, the Commis-
sion's comparable figure for a year later is about $22 billion.


