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COFJSTAr!T t!EALTH NATIONAL 1FICOME: A C  COUtiTI NG FOR \,!AR AFJD DAKAGE Ir!ITH AFJ 

APPLICATIOFI T0 THE F!ETtJERLAFiDS, 1940-1 745 

The issue of t he  p roper  way t o  account f c r  the  consequences o f  c r i s i s  and 

d i s a s t e r  i s  best  broupht i n t o  focus by s tudy in9  a p r a c t i c a 1  case. A ve ry  

u s e f u l  exarp le  i s  t h p t  o f  t h e  darnace caused by the  second w o r l d  war. A t  a 1945 

conference i n  P a r i s  t h i s  damace was assessed by r ep resen ta t i ves  o f  17 

countr ies,  i n  o rde r  t o  determine a bas i s  f o r  German repa ra t i ons  payments. The 

present  paper s t a r t s  out by d iscuss ino  t h e  types o f  darza~e d i s t i n g u i s h e d  a t  

t h i s  conference and t he  conceptual  i ssues  ra ised.  Next i t  i s  d iscussed i f  and 

how each type o f  damacje shou ld  be i n c l u d e d  i n  n a t i o n a l  accounts. Me conclude 

t h a t  'what i f '  t ype  darnage, such as decreases i n  t h e  l e v e l  o f  product ion,  

should  no t  be i n c l u d e d  i n  t h e  accounts bu t  i s  t o  be Le f t  t o  ana l ys t s  t o  s i ze -  

up. I n  contrast ,  f a c t u a l  darnace such as des t ruc t  i o n  o f  b u i  l d i  ngs, equiprnent, 

consuner durables, should  be i n c l u d e d  i n  t he  n a t i o n a l  accounts. Next t h e  

p rope r  way t o  do t h e  l a t t e r  i s  considered. The s o l u t i o n  o f  j u s t  dea l i ng  ~ i t h  

damage i n  t he  reconc i  l i a t i o n  account i s  re jec ted .  F i r s t ,  because o f  t he  r a t h e r  

confused n a t v r e  o f  t h e  l a t t e r .  And seccnd, because t h i s  s o l u t i o n  i s  

i n s u f f  i c i e n t  t o  ensure t h a t  i n  case o f  c r i s i s  and d i s a s t e r  a synop t i c  rneasure 

i s  ava i  l a b l e  t h a t  r e f  l e c t s  t h e  d e c l i n e  i n  p rospe r i  t y  more adeauately t han  

t r a d i t i o n a l  n a t i o n a l  incorne. Therefore we propose t o  introduce, i n  a d d i t i o n  t o  

t h e  s tandard n a t i o n a l  incorne concept, an a l t e r n a t i v e  income concept: "Constant 

weal th  n a t i o n a l  income". Th is  i s  an ope ra t i ona l  ve r s i on  o f  t h e  H i cks i an  incorre 

concept, which says t h a t  inccme i s  t h a t  what can be consurned w i t hou t  be ing  

worse-off a t  t h e  end o f  t he  per iod.  I n  pract ice,  t h e  cons tan t  weal th  n a t i o n a l  

i n c m e  i s  obta ineó by deduc t inp  frorn cu r ren t  n a t i o n a l  i n c m e  t he  darnage t o  and 

Coss o f  a l 1  goods t h a t  a re  w i t h i n  t he  p roduc t i on  boundary o f  t h e  n a t i o n a l  

accounts and t h a t  l a s t  l onger  than  one year. V a l u a t i o n  shou ld  be a t  market 

p r i ces .  Thus we propose t o  i n c l u d e  darnaoe t o  e.o. consurner durab les  (which i s  

no t  i n  t h e  r e c o n c l i  a t i o n  acca in ts) ,  b u t  exc lude d e p l e t i o n  o f  e.g., subsoi  l 

assets  (which i s  i n  the  r e c o n c i l i a t i o n  accounts) i n  o rde r  t o  achieve f u l l  

conceptual  cons is tency between s tandard n a t i o n a l  income and cons tan t  wea l th  

n a t i o n a l  income. 

F ina l l y ,  Dy way o f  an i l k u s t r a t i o n ,  t h e  paper ernploys 1945 es t imates  o f  darnape 

i n  t h e  Nether lands i n  c r d e r  t o  a r r i v e  a t  a constant weal th  n a t i o n a l  incorne f o r  



1C4C-45. I t  i s  shown tha t ,  i n  1938 p r i c e s ,  c o n s t a n t  wea l th  n a t i c n a l  income i s  

v e r y  ~ u c h  l ower  t h e n  s t a n d a r d  n a t i o n a l  i n c o r e  and r e f l e c t s  t h e  d e c l i n e  i n  

p r o s p e r i t y  d u r i n 2  t h e s e  yea rs  f a r  b e t t e r .  
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1. I n t r c 6 u c t  i o n  
1 

I n  the  d i scuss ion  o f  the  r é v i s i o n  o f  t he  SldA a t  t he  1955 I A R I k !  conference, 

a p a r t i c i p a n t  from I r a n  p o i n t e d  out  t h a t  the  n a t i o n a l  acccunts c i v e  a f a l s e  

p i c t u r e  c f  the  eccnor i c  r e a l i t y  of  c cun t r i es  t h a t  s u s t a i n  s u b s t a n t i a l  darnace 

as a consequente of, e.g., war. I n  t h a t  case, t hc  n a t i o n a l  accountants '  

n a t i o n a l  i n c o r e  K.ay r e r a i n  constant, even r ise,  whereas i n  r e a l i t y  a count ry  

i ~ p o v e r i s h e s  as a consequense c f  t he  d e s t r u c t i o n  sustained. Th i s  p rob  l e ~  seenis 

t o  have led  t c  a sess ion devoted t c  account ing f o r  c r i s i s  and d i s a s t e r  a t  t h e  

1987 I A R I W  conference. The l a s t  t ime any se r i ous  i n t e r n a t  i o n a l  conference was 

devoted t o  s o ~ e t h i n c  o f  t h i s  k i n d  was i n  Novernber/Decevber 1945. A t  t h a t  t i r e  

a seventeen coun t ry  conference was h e l d  i n  P a r i s  on t he  sub jec t  o f  Gerwan 

repar i? t iens f o r  t h e  darrage i n f  l i c t e d  by Germany d u r i n g  t h e  second w o r l d  Har. 

The bas ic  i npu t s  f o r  the  conference were F;en;oranda o f  the aovernrrents of  t h e  

p a r t i c i p a t i n c  count r ies ,  conta in in .  e s t i n a t e s  o f  damaqe due t o  t he  war w i t h  

Gernmy. Each coun t ry  employed d i f f e r e n t  def i n i t i o n s  o f  danage; consequent ly, 

t he  ccnference had t o  b r i n g  some o rde r  and t o  face scme conceptua l  issues. The 

problem was, however, no t  t a c k l e d  f rom an e x p l i c i t  na t  i o n a l  accoun t ing  p o i n t  o f  

view. Th i s  i s  no t  su rp r i s ing ,  s i nce  n a t i o n a l  accounts were s t i l l  i n  t h e  

embryonic s ta te .  The f i r s t  systems were j u s t  b e i n ~  developed i n  t h e  U.S., 

U.K., t h e  Wetherlands, Plorway, and France. S t a t i s t i c i a n s  focussed t h e i r  

e f f c r t s  on the  development o f  these systems as a t o o t  f o r  o u i d i n o  

r e c o n s t r u c t i o n  and nrowth, r a t h e r  than  on t h i n k i n c  t h r o u ~ h  a conceptua l  

framework t o  d e a l  w i t h  t he  excep t i ona l  cond i t i ons  t h a t  they p r e f e r r e d  t o  purpe 

from memory as soon as poss ib le .  Consequently, t h e  P a r i s  conference deter r r ined 

damage f i gu res  i n  a pragmat i c  way and employed these as j u s t  one i n p u t  i n  t h e  

de te rw ina t  i o n  o f  a key f o r  d i s t r i h u t  i n ç  Gerrran repa ra t  ions over  t he  

p a r t i c i p a t i n g  coun t r ies .  Subsequently, t he re  was no i n c e n t i v e  t o  improve on 

t h e  b a s i c  da ta  o r  on t he  concepts, because i t  soon became c l e a r  t h a t  no th i ng  

~ u c h  would becorne of t he  r epa ra t i ons  anyway: i t  no l o n ~ e r  seeved such a 

~ o o d  i dea  t o  remove product  i v e  capaci  t y  from a I i es te rn  Germany t h a t  was r a p i d l y  

develop in9 i n t c  a b u f f e r  zone and then  an a l l y  i n  t h e  c o l d  war. 

I n  s e c t i o n  2 we descr ibe  t h e  i ssues  r a i s e d  a t  the P a r i s  conference i n  

connect ion w i t h  neasur ing darrage. Th is  i s  u s e f u l  as a background f o r  a 

d i s c u s s i o n  c f  p o s s i b l e  ways t o  dea l  w i t h  war darrage w i t h i n  a n a t i o n a l  

accoun t ing  frarcework. I n  s e c t i o n  3 we t u r n  t o  the  l a t t e r  and prcpose a 



s p e c i f i c  t rez tment .  I n  s e c t i o n  4 we i l l u s t r a t e  the l a t t e r  w i t h  Dutch dzta  f o r  

t h e  seccnc w c r l d  war. 2 

2. The 1945 repa ra t i ons  ccnference 2 

The Me~c randa  submi t ted  t o  t he  r epa ra t i ons  ccnference conta ined a wide v a r i e t y  

o f  dai=ria'e claims, i n  s p i t e  o f  a  c u i d e l i n e  t h a t  had been drawn-up beforehand. 

A t  t he  conference, a qroup o f  s i x  s t a t i s t i c i a n s  - one f r o r  each o f  t he  ' b i 9  

t h r e e '  (USA, UK, France) and t h r e e  from sma l le r  coun t r i es  - was formed 

t o  b r i n a  abcut some orde r. rdevertheless, l enc thy  d i  scussions were neetied i n  

o rder  t o  o b t a i n  some decree o f  consensus. 

The l e a s t  c o n t r c v e r s i a l  c a t e ~ o r y  was t h a t  of :  

1. D i r e c t  p h y s i c a l  damaçe. 

The i tems i nc l uded  way he crcuped as fo l lows :  

1.1 D?ffaoe t o  goodc now cons idered as investment i n  f i x e d  c a p i t a 1  (bu i  l d i n e  

i n c  l u d i n c  dwe l lings, equipment i n c  l ud i ng  t ranspor t  e q u i p ~ e n t ,  Livestock, 

i n f  r a s t r u c t u r a l  investnent ) .  

1.2 Darnage t o  s tocks o f  qoods, o t h e r  than  i nves tnen t  coods, h e l d  by 

i n d u s t  r i es .  

1.3 Dasage t o  land. 

1.4 Damace t o  s tocks  o f  non-investment poods h e l d  by government and t o  consumer 

durab les h e l d  by households; t h i s  group includes, e.g., works o f  a r t .  

1.5 Loss o f  g o l d  and o t h e r  wonetary items, 

Even here  t h e r e  were some moot po in t s .  Thus, one i ssue  was which s tocks  

shou ld  be i nc l uded  i n  1.2: j u s t  those t h a t  uere present  a t  t he  beo inn ing  of 

the  war, o r  a l c o  those t h a t  were produced d u r i n g  the  war and then  damaged o r  

r e q u i s t i o n e d  by t he  occupat ion f o r ce?  Th i s  problem was c o r p l i c a t e d  because 

f r e o u e n t l y  r e q u i s i t i o n e d  coods were p a i d  f o r  i n  ' R e i c h ~ a r k e n '  f o r  which, 

however, n c t h i n ?  c o u l d  be bought f r o n  Germany a t  t h e  t i r e ,  wh i l e  they  l o s t  a l 1  

va lue a t  t he  end o f  t he  war. Another i s sue  was whether a ' n s t i o n a l '  o r  

'domest ic '  concept shou ld  be e rp l oyed  (thouqh, o f  course, t h e  i s sue  was no t  

d iscussed i n  these terms). Thus s o m  coun t r i es  i n c l u d e d  the book va lue o f  



f o r e i a n  i n v e s t r e n t s  lost ,  i n  1.1, whereas c the rs  i nc l udec  sorrething s iF iLar ,  i n  

1.5. Yet another i ssue  was whether o r  n c t  t o  i nc l ude  decreesed f e r t i  li t y  o f  

the  Lanc due t o  removal of t he  c r i c i n a l  f a r ~ e r s .  I t  was decided no t  t c  i n c l u d e  

t h i s  bu t  t o  r e s t r i c t  'darnage t c  land'  t o  i tems that, by  and large, a re  

eouiva tent  t o  dest  r u c t  i o n  o f  l and  inprovement investments as they are c u r r e n t  Ly 

i n c  luded i n  t h e  n a t  i o n a l  accounts. 

Each o f  t he  i tems 1.1-1.3 represen t  canane t o  aoods t h a t  the  cu r ren t  

systens o f  n a t i o n a l  accounts i n c l u d e  i n  investment, e i t h e r  investment i n  f i x e d  

c a p i t a 1  o r  investment i n  stocks.  I n  cont rast ,  i t em 1.4 covers danage t o  coods 

the  n a t i o n a l  accounts i n c l u d e  i n  consumption, whereas the items i n  1.5 a re  o n l y  

i n c l u d e d  i n  t h e  c a p i t a 1  f i nance  account. I n t e r e s t i n g l y ,  dama~e t o  m i l i t a r y  

i n s t a l l a t i o n s ,  i n c l u d i n p  d i snan t  l i n p  i n  occupied t e r r i t o r i e s ,  were no t  i n c l u d e d  

i n  cateccry  1; the  ccs t  o f  t h e i r  const ruct ion,  however, i s  i nc luded  i n  the  

seccnd category, budgetary expendi t u r e  on t he  war, t o  be d iscussed below. 

I n  each o f  these cases t h e r e  was, o f  course, t h e  p r o b l e n  o f  va tua t  ion. 

A t te t rp ts  were ~ a d e  t o  e ~ p l o y  1936 ' rep laceeent  value' .  T h i s  i s  not  d e f i n e d  - 
as the  rcarket va lue o f  the  coods a t  t h e  t ime damage occurred, conver ted t o  

1938 pr ices,  bu t  r a t h e r  as the  1938 va lue  o f  a correspondino new cood. 

Clearty,  t h i s  y i e t d s  a  h i ohe r  va lue  than  t he  former concept would. I n  cases 

where o n l y  cu r ren t  value da ta  were ava i  lable,  these were def  l a t e d  t o  1938 

va Lues by  neans o f  an index o f  wholesa l e  p r i ces .  

A second ca te ro r y  o f  war damace was: 

2. Budcetary expend i tu res  on t h e  war. 

Na tu ra l l y ,  t h i s  i s  a  very  f l e x i b l e  category. I t  inc tudes m i  li t a r y  expenditure, 

bu t  he re  t h e  i ssue  i s  whether t o  i nc tude  j u s t  the  excess over  peacet ime 

expend i tu re  o r  a l 1  o f  it. I t  was d iscussed whether j u s t  t h e  expend i tu re  trade 

from t h e  s t a r t  of t h e  war shou ld  be included, o r  whether a l 1  inc reases  i n  

m i l i t a r y  budoets s ince  H i t t e r  rose t o  power should  be taken i n t o  account as 

wel l .  koreover, shou ld  i tems such as subs id ies  t o  d im in i sh  t he  cos t  o f  l i v i n g ,  

sustenance o f  f u g i t i v e s  and evacuees be inc luded? Even the  d iscoun ted  

va lue o f  f u t u r e  pensions o f  fami  l i e s  o f  v i c t i m s  cou ld  be inc luded.  No 

p r e c i s e  choices were rade, except  i n  case o f  pensions, which were excluded. 



An ecua l t y  e l o s t i c  catecory  wss: 

3. Costs of  cccupa t i cn  

Th i s  cateqory c c u l d  i nc l ude  t he  ccs t s  o f  German occupa t i cn  f o r ces  charged t o  

t he  occupieo country, t he  goods and se rv i ces  d e l i v e r e o  t o  Ger~any, w i t h o u t  

payment o r  f o r  payment i n  'Rei  chsmarken', t he  budgetary expendi t u r e  of t h e  

cccupied coun t ry ' s  cwn t r i n i s t r i e s  t h a t  cou ld  be a t t  r i b u t e d  t o  occupat ion, and 

so on. 

4. Repair  and rraintenance no t  c a r r i e d  out  due t o  t he  war. 

Th is  catecory  l e d  t o  ccns iderab le  d iscuss ions  a t  the  conference: was t h e  

maintenance t h a t  woula have been c a r r i e d  out under peacetime condi t ions,  b u t  

was nou neclected, t o  be counted as war darnage? Eventual ly,  i t  was, though 

o n l y  irr:pLici t l y :  i t  was no t  e x p l i c i  t l y  recognized as darrage b u t  i n  t h e  

computation o f  the  key f o r  the  u i s t r i b u t i o n  o f  r epa ra t i ons  over coun t r i es  i t  

was i n c  luded. 

5. P roduc t i on  l c s t  as a  conseauence o f  t h e  war. 

Some coun t r i es  had c a l c u l a t e d  t he  va lue  o f  n a t i o n a l  income t h a t  had no t  been 

generated as a  consequence o f  t he  war: t h e  'norrcal '  income less  ac tua t  income. 

S i ~ i l a r l y ,  t he  expected post-war toss o f  n a t i o n a l  income cou ld  be inc luded.  I n  

t he  case o f  t h e  Dutch mercorandum, es t imates  f o r  bo th  i tems had been provided. 

A t  t he  conference, however, l o ss  o f  product  i o n  was r e f u t e d  as l e - i t i m a t e  war 

darriage. O f  course, t o  some ex ten t  t h e  loss  o f  p roduc t i on  i s  a l ready  covered 

by t h e  i n c l u s i o n  of darrage t o  p l a n t s  and eauipment i n  category 1. F1oreover, 

another cate-cry  o f  darage was recognized t h a t  i s  impor tan t  i n  t h i s  respect :  

6. tiuman e f f o r t  and casua l t i es .  

The memoranda conta ined es t imates  o f  t h e  nurber  o f  pan years a l l o c a t a b l e  t o  t he  

war. I tems i n c l u d e d  were t h e  man years  spent i n  t he  m i  l i t a r y  e f f o r t ,  t he  man 

years spent i n  war product ion,  t h e  pan years l o s t  due t o  d e p o r t a t i o n  o f  Labour 

t o  Germany. I n  a d d i t  ion, t h e  vemoranda conta ined estirr iates o f  t h e  number o f  

persons k i  l led  and wcunded. t40 es t ima tes  were made o f  t he  number o f  man years 

l o s t  due t o  such f a c t o r s  as m a l n u t r i t i o n .  



The f i n a l  e s t i r a t e s  of the  darace due t o  the war aca ins t  Gerrrany were 

scimr;:arized by Derksen i n  one o f  h i s  r e p o r t s  t o  t h e  Fletherlands CentraL Eureau 

c f  S t a t i s t i c s  a f t e r  a t t e n d i n g  t he  conference. Table I reproduces thertì. I t  

aLso i nc l udes  n a t i o n e l  income est imates f o r  most c a i n t r i e s .  These have been 

taken  f r o n  a source pub l i shed  s h o r t l y  a f t e r  t he  war ( S t a t i s t i c a 1  o f f i c e  of t he  

UN, 15'48, Nat ionaL income s t a t i s t i c s  o f  va r ious  countr ies,  1938-19471, i n  o rde r  

t o  achieve max i~um cornparabiLi ty u i t h  t he  darrace est imates.  The aata i n  

n a t  i o n a l  c i i r renc ies  have been conver ted t o  d o l l a r s  us i ng  t h e  convers ion r a t e s  

e ~ p l o y e d  i n  t he  memoranda. D e f i n i t i o n s  vary a  b i t  between count r ies ;  data f c r  

Aus t rak i a  a re  f c r  t h e  f i s c a l  year  1938/39, f o r  YuaosLavia f o r  1939. 

A f t e r  t h e  data i n  t a b l e  1 had been determined by the  conference, the  nex t  

prohlern uas t o  d e t e r ~ i n e  t h e  repa ra t i ons  t o  be paid. There were no da ta  on t he  

amount Gerrrany cou ld  pay. A c a l c u l a t i o n  made by  Derksen, based on t he  n a t i o n a l  

weaLth o f  Germany be fo re  t h e  war, a  crude es t ima te  of  danage, and an es t imate  

o f  t h e  m i n i ~ a l  r e a u i r e r e n t s  f o r  t h e  German economy a t  a  subs is tence Level, l ed  

t o  a  maximum! a v a i l a b i l i t y  f o r  r epa ra t i ons  o f  4 t o  5 b i l l i o n  1938 US d o l l a r s .  

However, t he  conference d i d  no t  f i x  any t o t a l  SUF, bu t  i n s t e a d  t he  t h r e e  r ra jo r  

na t i ons  dec ided on j u s t  a  key f o r  t h e  d i s t r i b u t i o n  over  t h e  p a r t i c i p a t i n g  

coun t r ies .  f:ore p rec ise ly ,  two keys were determined, one f o r  i n d u s t r i a t  

eauipment and sh ips  and one f o r  a l  l o t h e r  reparat ions;  t h e  l a t t e r  

d i f f e r e d  f rom t h e  former on l y  i n  t h a t  t h e  USA dec l i ned  t h e i r  share. The way 

t h e  key had been cons t ruc ted  was kept  secret, p robab ly  i n  o r d e r  t o  a v o i d  

q u a r r e l s  on t he  sub jec t .  However, i t  tu rned  cu t  t o  be f a i r l y  easy t o  d e r i v e  

t h e  we iah t i ng  scheme the  ' b i g  t h r e e '  had used: t h e r e  were shares f o r  17 

c o u n t r i e s  and on l y  e i g h t  ca tego r i es  o f  damage. Hence a  r eg ress i on  would reveaL 

t h e  weiqhts  a t t ached  t o  each category.  Derksen made t h e  computation. The 

r e s u l t  i s  d i sp l ayed  i n  tabLe 2. I t  t u r n s  out t h a t  each d o l l a r  o f  damage i n  

each o f  the  fou r  ca tegor ies  was g i v e n  an ecual  weioht; one person year  spent on 

t h e  war e f f o r t  was va lued a t  500 do l la rs ,  every person k i  l l e d  a l s 0  r a t e d  500 

do l l a r s ,  whereas each person year  o f  f o r c e d  labour  was va lued  a t  17@ d o l l a r s .  

Us inç t h e  Dutch i m p l i c i t  GDP a e f l a t o r  t h i s  wouLd amount t o  sore 7000 1980 

d o l  l a r s  f o r  each person k i  Lled. The renression, however, Lef t sotre smal l 

res idua l s .  These were p robab ly  i n t r oduced  i n  o rde r  t o  account f o r  suspected 

inaccurac ies  i n  t h e  damage data. Thus the  claims o f  t he  Nether lands and 

Yougos Lavia were s  l i c h t  l y  r a i  sed, those o f  France and Czechos l o v a k i  a  

lowe red. 



Table 2. Wei-hts o t tached  t o  each category of  darr,a~e a t  t h e  P a r i s  conference 

One b i l l i o n  d o l l a r s  o f  p h y s i c s l  dzniace 1 

One b i  l l i o n  d o l l a r s  o f  war expend i tu re  1 

One b i  l l i o n  d o l l a r s  o f  occupa t ion  cost 1  

One b i l l i o n  d o l l a r s  3f back lop i n  r e p a i r  1  

One ~ i l l i o n  person years spent on t h e  war e f f o r t  0,5 

One r r i l l i o n  person years o f  f o r ced  Labour (?,l7 

One rr i  l l i o n  k i  l l e d  0, 5 
................................................................................ 

Actua l ly ,  the  r e s u l t s  o f  t h e  P a r i s  conference were n o t  used f o r  any purpose a t  

a l t :  t h e  t o t a l  r epa ro t i ons  payed by t h e  western p a r t  o f  Gerrnany t o  t he  west 

were negl ioeable;  t h e  eas te rn  zone was a d i f f e r e n t  case a l t one the r .  Kost ly, 

o n l y  eau ip~en t ,  va luab les  and consumer durab les t h a t  had been robhed and cou ld  

be t r a c e d  were re tu rned  t o  t he  c o u n t r i e s  concerned. The i ssue  o f  r epa ra t i ons  

was a l s o  neg lec ted  i n  t he  l i t e r a t u r e  on econor i c  h i s t o r y .  Th i s  was remedie6 

o n l y  o u i t e  r e c e n t l y  by Ca i rnc ross  (19861, f o r  t he  case o f  r epa ra t i ons  t o  

B r i t a i n .  Mevertheless, t h e  r e s u l t s  o f  t he  P a r i s  conference a re  i n t e r e s t i n g  i n  

t h e i r  own r i o h t ,  because they  p rov i de  an overview o f  t h e  k inds  o f  darrage 

subs ta ined  and, hence, a  nood p o i n t  o f  depar tu re  f o r  a  d i scuss ion  o f  t h e  p roper  

t reatment  of damaçe i n  t he  n a t i o n a l  accounts. We now t u r n  t o  t h a t  sub jec t .  

3. Darage frorn t h e  v iewpo in t  o f  na t  i o n a l  accounts 

3.1 b!hich darnage shou ld  be d e a l t  w i t h  by t h e  n a t i o n a l  accounts? 

The cases o f  damase reviewed by t h e  P a r i s  r epa ra t i ons  conference can be grouped 

i n t o  two classes: 'what i f '  t ype  darrage and f a c t u a l  damage. 

'klhat i f  ' type  aaniage occurs when a war has caused t h i n ~ s  no t  t o  happen. - 
The major cate'ory o f  damage o f  t h i s  c l ass  i s  the  p roduc t  i o n  t h a t  cou ld  n o t  

be c a r r i e d  ou t  as a  consequence o f  t h e  war. This, i n  turn, cons i s t s  o f  two 

components: the p r o d u c t i o n  l ocs  du r i np  t he  war and t h a t  a f t e r  t he  war. I n  

t h e  Dutch case t h e  Eemorandurri submi t ted  t o  t he  P a r i s  conference es t ima ted  t h e  

f i r s t  component a t  some 75% and t he  second one a t  someuhat over  8CX o f  t h e  1938 



n a t i o n a t  inccrce. A secocd i ~ p o r t ~ n t  cateqory o f  'uhat i f '  t ype  darace i s  the 

hacktcg o f  r e p a i r  and r.aintenancc. 

I f  p o t l e d  whether o r  no t  t o  i nc l ude  'what i f '  type d a ~ a p e  i n  the  n a t i o n a l  

accounts, t h e  gut r e a c t i o n  o f  n a t i o n a l  accountants woutd probabty  be s t r o n - l y  

n e ~ a t i v e .  One reason c i v e n  would be t h a t  t h e  measurement o f  t h i s  c tass  o f  

danage r e q u i r e s  t o o  many a s s u ~ p t i o n s .  Yet, u s u a l l y  n a t i o n a l  accountants a re  

no t  af r a i d  t o  make assumptions. Chanses i n  s tocks a re  h a b i t u a l l y  reva lued  

e m p t c y i n ~  assumptions about t h e i r  aa rke t  pr ices;  t h e  ' p roduc t i on '  o f  owner- 

occupied dwet Lings i s  measured emptoying assumpt i cns  about i t s  va lue  i f  they  

woutd have been rented; keys a re  app t i ed  throughout t h e  e s t i m a t i o n  procedures; 

o u a r t e r l y  accounts a re  usuaty e s t i n a t e d  by  combinin- e x t r a p o l a t i o n  w i t h  f a c t u a l  

i n f o r r a t i o n ,  and so on. Therefore, t h e  bas ic  reason why 'what i f '  type damaoe 

does no t  f i t  i n t c  a n a t i o n a l  accounts framework i s  not  t h s t  i t  r e c u i r e s  

assurpt ions.  Instead, the reason i s  t h a t  'what i f '  damage cannot be measured 

d i r e c t  l y  even conceptua l ly .  The examptes o f  t he  use o f  assumptions j u s t  
3 given, r e f e r  ( w i t h  one excep t i on  ) t o  assumptions employed p u r e t y  as a 

reasurement device:  conceptual ly,  t he  i n f o r r a t i o n  concerned cou ld  be ob ta i ned  

d i  r e c t  Ly. I n  t h e  case o f  'what i f '  t ype  damage, a model has t o  be cons t ruc ted  

o f  t he  worLd as i t  woutd have been under peacetime cond i t i ons :  an 'anti-monde' 

has t c  be created. The consr2uences o f  t h e  war a re  t hen  ob te ined  by means o f  

r e s i d u s l  impu ta t ion :  as t he  d i f f e r e n c e  between t h e  'an t i - ronde '  and 

h i s t o r i c a t  r e a l i t y .  Conceptuatly, t h i s  approach i s  a t i e n  t o  t he  n a t i o n a l  

accounts, s ince  t h e  t a t t e r  a r e  designed t o  p rov i de  a p i c t u r e  o f  t h i n g s  t h a t  

a c t u a l  l y  happened, no t  o f  what coutd have happened. Th i s  does no t  mean t h a t  

n a t i o n a l  accounts can comptetely i ono re  'what i f '  darnage: they have t o  p r o v i d e  

t h e  f a c t u a t  base f r o a  which ana tys ts  can cons t ruc t  an anti-monde . I n  t h e  

present  case t h i s  i s  f a i r t y  easy, because t h e  n a t u r a t  p o i n t  o f  depar tu re  f o r  

t h e  c o n s t r u c t i o n  o f  an anti-monde of p r o d u c t i o n  and o f  r ia intenance no t  

c a r r i e d  o u t  due t o  t h e  war, i s  t h e  n a t i o n a t  accounts f o r  t he  pe r i ods  be fo re  and 

a f t e r  t h e  war. From these d a t a  a 'normal '  l e v e l  o f  p roduc t i on  and maintenance 

( the  anti-monde) can be ob ta i ncd  ernptcyinp ex t r apo la t i on ,  i n t e r p o t a t i o n  and 

more r e f i n e d  techniques. Th is  i s  t he  approach unde r l y i ng  t he  es t imates  f c r  t h e  

Kether lands we r e f e r r e d  to. 

An i n t e r m e d i a t e  p o s i t i o n  between f a c t u a t  damage and 'what i f '  damage i s  taken  

by the budgetary  expendi t u r e  on t he  war and by t he  person years  devoted t o  t h e  

war ef f o r t :  here 'what i f '  type assumptions are needed i n  o rde r  t o  separate  



expend i tu re  2nd labour e t t r i b u t a b l e  t c  the  war from the  n c r ~ a l  o r  p e a c e t i ~ e  

e f f o r t .  From a n a t i c n a t  account in? p o i n t  c f  view, t he  saEe holds t r u e  here ss 

i n  case c f  p r c d u c t i o n  toss: the n a t i o n a l  accounts cou ld  p rov i de  the da ta  

needed t o  c b t a i n  est i f ia tes,  b u t  t h e  est imates thernselves a re  beyond t he  

boundary o f  t h e  accounts, I n  case o f  expendi ture on the  war, the  data are, of 

course, p a r t  o f  the accounts: covernment expendi ture bo th  be fo re  and du r i ng  

t he  war a re  s p e c i f i e d  i n  t h e  accounts, broken down i n t o  c i v i l i a n  and m i l i t a r y  

expendi ture.  Hence ana t ys t s  can d e r i v e  e s t i r a t e s  o f  the  budgetary cos ts  o f  the  

war. 

I n  the case o f  person years devoted t o  t he  war, the  s i t u a t i o n  i s  somewhat rrore 

complicated. The accounts o f  t he  SNA show the labour  cos ts  i n c u r r e d  by 

government by emp Loyinc c i v i  L ian and m i  L i t a r y  personnel. I n  cont rast ,  labour 

labour costs  i n c u r r e d  by i n d u s t r i e s  a re  no t  shown d i r e c t l y .  However, i f  the  

f u l l - f  Ledgec! SRA i s  implemented, t he  data are ava i  l a b l e  by means o f  which these 

cou ld  he caLcul? ted i n d i r e c t  Ly: the  inpu t -ou tpu t  tab les.  The m i  li t a r y  

purchases o f  povernment a re  shown as t he  i n t e rmed ia te  use o f  t he  r r i l i t a r y  p a r t  

o f  producers o f  qovernrrent serv ices.  I n  t he  indus t ry -by - indus t ry  t a b  l e  these 

purchases a re  hroken down accord ino  t o  t he  i n d u s t r y  of o r i g i n .  Hence, by means 

o f  i npu t -cu tpu t  a n a l y s i s  t h e  l a b a i r  costs  t o  which t he  m i l i t a r y  purchases have 

Led can be cornpited, and an app rop r i a t e  p a r t  a t t r i b u t e d  t o  t he  war e f f o r t .  

Consequent ly, a f u t  L - f  Ledged s y s t e ~  o f  n8 t  i ona t  accounts con ta ins  a l  l t h e  da ta  

an ana l ys t  needs i n  o rde r  t o  es t imate  t he  labour cos ts  o f  t h e  war e f f o r t .  O f  

course, these costs  shou ld  no t  be added t o  the budgetary cos ts  o f  the  war, 

s ince  they  a re  p a r t  of t h e  l a t t e r .  Thus, from the  p o i n t  o f  view o f  costs, t h e  

P a r i s  conference, which d i d  add t h e  perscn  years spent on t h e  e f f o r t  t o  t h e  

budget a ry  costs, was g u i  l t y  of double count ing. Essent i a  ly, however, t he 

conference appears t o  have approached t h i s  i t em  no t  from t h e  p o i n t  o f  view o f  

costs, bu t  r a t h e r  f rom t h a t  o f  huvan e f f o r t  as such. O f  course, t h e  human 

e f f o r t  i n  terms o f  pe rson  years  couLd be c ~ l c u t a t e d  from t h e  labour  costs, 

employinc da ta  on t he  wage r a t e s  i n  i n d u s t r y  and c i v i l i a n  and m i l i t a r y  

p o v e r n ~ e n t  sa l a r i es .  The resu L t  i n q  e s t i r a t e s  i n  person years, however, a re  

more c l o s e t y  r e t a t e d  t o  a syster,  o f  labour  account ino than  t o  n a t i o n a l  

accounting. 

k.'e now a r r i v e  a t  f a c t u a l  aapafie. Tb10 types o f  f a c t u a l  darcape ccvered by t h e  

P a r i s  conference a re  t h e  person years l o s t  i n  f o r ced  labour  and t he  number o f  

persons k i  l l ed .  Thc~igh no 'what i f '  i s sue  i s  i nvo l ved  here, these types  o f  



dasape do n c t  beton? i n  the n z t i o n a l  accounts, because the L a t t e r  focus on 

eccocnt inc  f c r  v ~ l u e  f lokls anc' chances i n  s tccks  o f  vs lcab les.  Hence, a sys ten  

o f  l a b o ~ ~ r  accounts woulG be t he  proper  p lace  t o  account f o r  the  hucan ? m a g  

causec by t h e  war. 

Th i s  Leaves j u s t  cne category o f  danace: t he  d i r e c t  p h y s i c a l  darnage causee by 

t h e  war. Th is  i s  the  type o f  darace t h a t  causes layrcen as we l t  as open-minded 

n a t i o n a l  accountants t o  b e l i e v e  t h a t  n a t i o n a l  accounts p rov i de  a f a r  t o c  rosy 

p i c t u r e  o f  econonìic devetopment du r i nc  a  war: a  n a t i o n a l  i n co re  t h a t  

consc ien t i ous l y  accounts f o r  a t 1  vatue created, but, w i t h  an Olympian a i r  o f  

detachtrent, i cnores  a l 1  va lue t h a t  i s  s imul taneous ly  be ins  destroyed. 

Consequently, an adjuctment o f  t h e  sccounts t o  i nc l ude  d i r e c t  p h y s i c a l  damage 

seem warranted. 

3.2 The reconc i  l i a t  i o n  ac ccunt 

Adam Srr i th d i d  - not  wri te,  back i n  1776, 'The Income of Nat ions' ,  b u t  h i s  

sub jec t  was t he  Vea l th  c f  na t ions .  I n  contrast ,  t h i s  paper w i t 1  no t  be 

presented a t  a  conference o f  t he  ' I n t e r n a t i o n a l  Assoc ia t i on  f o r  Research i n  

Uea l th  and Income', bu t  the research i s  i n  inconìe and wealth. Th is  d i f f e r e n c e  

shows a change o f  e rphas is  i n  t h i n k i n g  about income and i t s  importance r e t a t i v e  

t o  wealth. Two hundred years ago, p rope r t y  was, probably, a  nore impor tan t  

determinant  c f  the d i s t r i b u t i o n  o f  inccme over  bo th  i n d i v i d u a l s  and n a t i o n s  

t hsn  todey. There i s  evidence t h a t  t he  cap i t a l - ou tpu t  r a t i o  has sha rp l y  

declined, a t  l ees t  as f a r  as p h y s i c a l  c a p i t a 1  i s  ccncerned. Consequently, two 

hundred years aso t h e r e  was reason t o  s t r e s s  weal th  as a  source o f  incone and 

as an i n d i c a t o r  o f  p r o s p e r i t y .  Today, t t ie  aominant n o t i o n  appears t o  be t h a t  

weal th  as such i s  o f  l i r r i t e d  importance s i nce  sus ta ined  growth o f  i n c o r e  i s  

p o s s i b l e  w i t hou t  weal th  and w i l t ,  i n  a f a i r l y  b r i e f  p e r i o d  o f  time, l e a d  t o  an 

enormous increase i n  wea l t  h. Consequent ly, the  conceptua l  l i n kage  between 

income and wca l t h  has been loosened t o  t h e  ex ten t  o f  be ing  v i r t u a l l y  reversed. 

Chanses i n  weal th  do n o t  d i r e c t l y  e n t e r  n a t i o n a l  inconìe, t h e  l a t t e r  i s  d e f i n e d  

independent l y  . 

The way na t  i o n a l  income i s  def i n c d  independent Ly i s  immediately ev i den t  f rom 

t h e  f a c t  t h a t  a  synonym f o r  ' n a t i o n a t  incorre' i s  ' n a t i o n a l  p roduc t ' .  Th i s  

concept was in t roduced  i n  t he  US i n  t h e  193C1s. I t  shows t h a t  t he  i n c o r e  

ccncept i n  the  n a t i o n a l  accounts i s  e s s e n t i a l l y  t h e  va lue added i n  t h e  



p roduc t i on  process. The n a t i o n a l  accounts recocnize on l y  one source o f  incose 

a t  the world-wide l eve l :  product ion.  A t  the n a t i c n a l  level ,  t h e r e  i s  ancther  

source o f  income: t he  r e s t  of the wcrld; a t  the  s e c t o r a l  level, o t he r  sec to r s  

may be a scurce o f  income. Rut the  on ly  o r i g i n a l  source o f  i ncore  i s  

product ion.  I n  the n a t i o n a l  accounts t h e  income from p roduc t i on  i s  d i s t r i b u t e d  

2nd r e d i s t r i b u t e d  s e c t o r a l l y  and i n t e r n a t i o n a l l y ,  bo th  because o f  d i r e c t  

p a r t i c i p a t i o n  i n  t h e  p roduc t i on  process (e.c., i n  t h e  case o f  waqe r e c e i p t s  of 

households) and because o f  p rope r t y  c la ims  (e.g., i n  t he  case o f  d i v idends  and 

i n t e res t s ) ,  k u t  no i n c m e  i s  generated except i n  t h e  p r o d u c t i o n  process. 

S i ~ i l a r l y ,  the  o n l y  costs  deducted i n  the  n a t i o n a l  income c a l c u l a t i o n s  a re  

those t h a t  have t o  do u i t h  the  p r o d u c t i o n  process and t h e  o n l y  investments  

recccn ized  a re  those t h a t  lead t o  f u t u r e  product ion.  Consequent ly, as soon as 

a product  i o n  bounda r y  i s  def i ned, investments a re  a l s o  def  i ned. Thus equipment 

i n s t a l l e d  i n  i n d u s t r y  i s  i n v e s t ~ e n t ,  because i t  leads t o  f u t u r e  ou tpu t  w i t h i n  

t he product  i o n  boundary; whereas purchases o f  consumer durab les by households 

a re  no t  investtxent, because t he  f u t u r e  output  they  lead  t o  i s  no t  w i t h i n  t h e  

product  i o n  boundary. S i r i  l a r l y ,  wear and t e a r  o f  equipment i s  s u b t r a c t e d  i n  

t h e  ca lcuCat ion  o f  (ne t )  n a t i o n a l  income, i n  s o f a r  as i t  can be cons idered as 

p a r t  o f  the p r o d u c t i o n  process and can be cons idered as 'consumption o f  f i x e d  

c a p i t a l '  t h a t  i s  needed f o r  product ion.  But t h e r e  i s  no p r o v i s i o n  f o r  

consumption of consumer durab les i n s t a l l e d  i n  e a r l i e r  per iods.  And d e s t r u c t i o n  

o f  f i x e d  c a p i t a 1  by o the r  causes than  regu la r  use i n  t he  p r o d u c t i o n  process i s  

no t  deducted f rom n a t i o n a l  incore.  

A l 1  t h i s  i s  acceptab le  under o rd i na ry  condi t ions.  Then i t  i s  t r u e  t h a t  ~ r o w t h  

o f  wea l th  and spendina capac i t y  or, f o r  short, o f  p rospe r i t y ,  co i nc i des  w i t h  

growth of t h e  va lue  added i n  product ion.  I n  t h e  income d i c t r i b u t i o n  process as 

descr ibed  i n  t h e  income and o u t l a y  accounts, i t  i s  s u f f i c i e n t  t o  show how t h e  

va lue  generated by cu r ren t  product  i o n  i s  channeled t o  o t h e r  oroups o f  econonic 

aoents than  those who c rea ted  i t. I n  t h e  c a p i t a 1  f i nance  accounts, under 

n o r r a l  cond i t i ons  i t  i s  acceptab le  t o  show how the  va lue c rea ted  i n  p r o d u c t i o n  

i s  r eshu f f l ed  between groups o f  agents by changes i n  f i n a n c i a l  assets  and 

l i a h i  l i t i e s .  Th is  way an adequate p i c t u r e  o f  t he  purchas ing power of agents 

r esu l t s .  But unaer extreme condi  t i ons  t he  n a t i o n a l  accounts ' concept o f  

incoiììe as a f l o w  w i t h i n  t he  p r o d u c t i o n  boundary and o f  c a p i t a 1  f i nance  as a 

p a r t i a l  r e s h u f f  l i n g  o f  t he  purchas ing power represented by t h i s  income, i s  no 

longer  adeauate as an a p p r o x i m ~ t i o n  o f  ' p r o s p e r i t y ' .  One example o f  extreme 

c o n d i t i o n s  where the  n a t i o n a l  accounts '  income concept breaks down i s  r a p i d  



i n f l a t i o n .  Under cona i t i ons  o f  r a p i d  i n f l a t i o n ,  t he  dec l i ne  i n  the re21 value 

o f  f i x cd - c l a i r r  f i n a n c i a t  assets  causes s u b s t a n t i a l  r e d i s t r i b u t i o n  o f  c la in is cn 

t he  weal th  o f  a  na t ion .  Cr i ses  and d isasters ,  such as war, a re  another riìajor 

exanple of  a  breakdown o f  n a t i o n a l  product  as an i r ;d icator  o f  p r o s p e r i t y .  

How should  these cases be so lved? One remedy i s  the  s tandard panacea f o r  

rrany o f  the  a i  lments c f  t he  n a t i o n a l  accounts: pu t  i t  i n  t h e  r e c o n c i l i a t i o n  

account. Th i s  s o l u t i o n  i s  u s u a l l y  advocated f o r  t he  cases o f  i n f  l a t i o n  

accounting, d i scovery  and dep l e t  i o n  o f  na tu ra1  resources, changes i n  

t h e  l ena th  o f  t h e  l i f e s p a n  o f  consurcer durables, and so on. Hence, war damape 

and t he  consequences o f  o t he r  forms o f  c r i s i s  and d i s a s t e r  ~ i g h t  90 t h i s  way 

too. Fut what e x a c t l y  i s  t h e  r e c o n c i l i a t i o n  account? As i t s  name i n d i c a t e s  i t  

has no t  been developed as an independent s t a t i s t i c a 1  t oo t .  Instead, i t  i s  a 

se t  o f  l i n k a ~ e  tab les  between t h e  cu r ren t  na t  i o n a l  accounts ( the  product  ion, 

i n c o ~ e  and outlay, and c a p i t a 1  f i nance  accounts) on the  one hand, and changes 

i n  t he  balance sheet on t h e  other .  The balance sheet represents  an at ter rp t  t c  

shok~ t h e  ne t  wor th  o f  sec to r s  and o f  t he  nat ion.  Thus the  r e c o n c i l i a t i o n  

account i s  a  b r i d c e  between t h e  sysem o f  f lcws t h a t  a re  impor tan t  i f  p roduc t i on  

i s  t he  p o i n t  o f  departure, and t h e  s tock  s y s t e ~  t h a t  r e s u l t s  i f  ne t  wor th  i s  

t h e  focus. The former de r i ves  from r o d e r n  economic anaysis, t h e  l a t t e r  frorr. 

business account i n 9  and p r o p e r t y  t axa t i on .  

Th is  o r i g i n  o f  t h e  r e c o n c i l i a t i o n  account makes i t  suscep t i b l e  t o  a  r o l e  as the  

d u s t b i n  o f  n a t i o n a l  account ing.  The r e c o n c i l i a t i o n  account g i ven  i n  t h e  1577 

p r o v i s i o n a l  a u i d e l i n e s  o f  t h e  Uk0 shows heavy t r aces  o f  t h i s .  Consider i t s  

l i s t  c f  i tems c l a s s i f i e d  hy cause. 
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F i r s t ,  t he  L i s t  c c n t z i n s  a  nunber of i te r rs  t h a t  r e f  Lect the  need t o  revalcie 

s tocks  o f  assets as they were on the  balance sheet a t  the  be- inn ing c f  the 

per iod .  Th is  nee9 occurs because o f  chances i n  p r i ces .  Next comes an i t e v  

ch i ch  i s  a p e r f e c t  i L l u s t r a t i c n  o f  the  d u s t b i n  r o l e  o f  t he  reconc i  l i a t i o n  

account: i ssue  o f  1 b ; F  s p e c i a l  drawing r i g h t s .  These a re  i n  t h e  reconc i  l i a t i o n  

account, s imply  because they  d i d  no t  y e t  e x i s t  when t he  c a p i t a 1  f i nance  account 

o f  t h e  1968 SNA was drawn-up. I f  they would have e x i s t e d  then, they  woutd no 

aoubt have been t r e ô t e d  s im i  l a r l y  t o  monetary cold.  Now t h e r e  was no recourse 

bu t  t o  dun:p them i n  t he  r e c o n c i l i a t i o n  account. 

Next f o l l o w s  a category  o f  unforeseen events. The f i r s t  two i tems i n  t h i s  

category i n c l u d e  t he  phys i  c a l  damace t o  p l a n t  and equipment r e s u l t i n g  f rom 

c r i s i s  and disaster,  t h e  f o u r t h  one (13.3.4) would i n c l u d e  robbery by an 

occupying power, whereas t h e  t h i r d  i t e ~  i s  j u s t  a  c o r r e c t i o n  o f  a  t reatment  i n  

t he  cu r ren t  accounts t h a t  i s  deemed inadequate. 

Catepory 13.4 throws i n  t he  changes i n  t h e  value o f  a  number o f  i t e m  t h a t  

were not deemed t o  be worthy o f  i n c l u s i o n  i n  t h e  c a p i t a 1  f inance  account; bu t  

the  i t e n s  concerned a re  cons idered t o  be impor tant  enough t o  i n c l u d e  them i n  

t h e  ba lance sheet. Here t h e  comnion denominator i s  t h a t  t h e  i tems mentioned are 

impor tan t  f o r  p r o d u c t i o n  and t h a t  i n i t i a 1  ou t l ays  on them ( i n c l u d i n g  cos ts  o f  

e x p l o r a t i o n  i n  case ~f s u b s o i l  assets)  a r e  i nc l uded  i n  investment i n  f i x e d  

c a p i t a 1  i n  t he  cu r ren t  accounts. Thus, t h e  reconc i  l i a t  i o n  account i s  employed 

i n  these cases t o  co r rec t  f o r  the  f a c t  t h a t  these types o f  asse ts  may a l s o  come 

i n t 0  be ing  w i t hou t  investment cos ts  and be dep le ted  o r  die.  I t e ~  13.6 p l a y s  a  

r o l e  t h a t  i s  somewhat s imi  l a r :  i t  nay be viewed as an al lowance f o r  t h e  

consumpt i o n  of i n t a n g i b l e  c a p i t a  L, though t he  a l  lowance i s  o f  t he  sudden-death 

type. F ina l l y ,  i tems 13.5 and 13.7 a re  t echn i ca1  adjustment i tems. 

I t  shouLd be c l e a r  f rom t h i s  L i s t  t h a t  t h e  r e c o n c i l i a t i o n  account i s  n o t  

dominated by a  s i n ~ l e ,  powe r fu l  concept. I t  is, therefore,  n o t  d i f f i c u l t  t o  

unders tand why many coun t r i es  don ' t  draw i t  up. A l thouph some da ta  i n  t h e  

account nay De worthwhile, t he  account as a  whoLe i s  r a t h e r  low on t h e  l i s t  o f  

p r i o r i t i e s .  Nor i s  t h e  r e c o n c i l i a t i o n  account as i t  stands seem an adequate 

renedy f o r  t h e  inadequacy o f  the  cu r ren t  accounts i n  pe r i ods  o f  c r i s i s  and 

d i sas te r ,  Thus dest  r u c t  i o n  o f  consumer durab les i s  no t  accounted f o r .  Anyone 



whc has ever reed d e s c r i p t i o n s  o f  l i v i n g  cond i t i ons  i n  Europe i n  1945 w i  l 1  

recocnize t h a t  t h i s  i s  e s s e n t i a l  i f  t he  n a t i o n a l  accounts are t o  p r c v i d e  an 

adequate p i c t u r e  o f  p r o s p e r i t y  o r  the lack o f  it. For pe r i ods  o f  war and o the r  

l a r c e  sca le  t rcub les,  t h e  r e c o n c i l i a t i o n  ôcccunt i s  a t  bes t  a d i s o r d e r l y  and 

incomplete  s t t e r p t  t o  r e c o n c i l i a t e  n a t i o n a l  accounts w i t h  the  t r u t h .  

Tc remedy these and o t h e r  shor tcomin~s ,  RuapLes (1917) made a number o f  

proposals  f o r  c l a r i f i c a t i o n .  One o f  these i s  t o  show the  e f f e c t s  o f  p r i c e  

chanoes i n  a  separate  r e v a l u a t i o n  account. Th is  suggest ion i s  a l c o  made i n  a  

recen t  INSEE (1986) paper, which proposes a  r e s t r u c t u r i n g  o f  t he  r e c o n c i l i a t i o n  

account i n t o  two separate acca in ts .  One o f  these i s  a  t r u e  ' r e c o n c i l i a t i o n  

account '  : t h e  'chances o f  c  l e s s i f  i c a t i o n  and adjustrnent account' .  I t  con ta ins  

i tems 13.5 and 15.7 o f  t h e  UN account. The o the r  account i s  c a l l e d  'Non- 

produced values account' .  I t  c o n s i s t s  o f  two b locks:  one f o r  r e v a l u a t i o n s  and 

one f o r  excep t iona l  events. The reva lua t i ons  b lock  is, i n  turn, broken down i n  

t u o  pa r t s :  one f c r  t h e  e f f e c t s  o f  c h a n ~ e s  i n  r e l a t i v e  p r i c e s  and one f o r  

e f f e c t s  o f  chames i n  t h e  oenera l  p r i c e  leve l .  The l a t t e r  s e e m  t o  p rov i de  an 

adequate data base f o r  i n f  Lat i o n  account ing. The except i o n a l  events b  Lock o f  

t h e  'non-produced va lues account '  i s  a l s 0  broken down i n t o  two par ts :  one f o r  

events t h a t  r a i s e  wea l t h  (na tu ra1  growth o f  l i v e s t o c k  i s  an example) and one 

f o r  events  t h a t  Lower wealth. The l a t t e r  p a r t  includes, o f  course, 

consequences o f  c r i s i s  and d i sas te r .  

The INSEE proposa l  i s  a  cons iderab le  improvement over  t h e  p resen t  

r e c o n c i l i a t i o n  account. However, t h e r e  s t i l l  a re  two major probtems. The f i r s t  

o f  these i s  the coverage o f  t h e  account. D e s t r u c t i o n  o f  consumer durab les  i s  

no t  i nc l uded  (except i f  they  a re  h e l d  Dy non-household sectors),  n o r  

des t ruc t  i o n  of  i n f  r a s t  r u c t u r a l  cons t ruc t  ions, human capi  ta l ,  and so on. On t he  

o the r  hand, loss  o f  land, orchards and vineyards, d e p l e t i o n  o f  s u b s o i l  assets, 

and so on a re  included. I t  i s  r a t h e r  d i f f i c u l t  t o  unders tand t h e  b o r d e r l i n e  - 
between i tems t h a t  a r e  i n  and i tems t h a t  a re  out. F r o ~  a  t h e o r e t i c a 1  p o i n t  o f  

view, i t  i s  r a t h e r  u n s a t i s f a c t o r y  t h a t  no sharp c r i t e r i o n  i s  f o rmu la ted  t o  

determine what shou ld  be i n c l u d e d  i n  t h e  'Non-produced va lues account' .  Frcm a 

p r a c t i c a l  p o i n t  o f  view, a  b o r d e r l i n e  as drawn-up i n  bo th  t h e  p resen t  

r e c o n c i l i a t i o n  account and t h e  INSEE proposal, i s  u n s a t i s f a c t o r y  i n  t h e  case o f  

account ing f o r  c r i s i s  and d i sas te r .  I n  t he  Dutch case, t h e  r a t i o  o f  damage to, 

on t he  one hand, consumer durab les  and to, on t h e  o the r  hand, i n f r a s t r u c t u r e  t o  

plants,  eacripnent and dwel t i n a s  was some 3 t o  4. Leav ing i t  ou t  would lead t o  



~ r o s s t y  u n t i e r e s t i ~ ~ a t i n g  the  Coss o f  p r c s p e r i t y  due t o  the  war. No doubt t h e  

Same holds t r u e  f o r  c t l ~ r - r  k inds  of  d i sas te rs ,  l i k e  f lcods and wakes .  Th is  was 

recognized a t  t h e  P a r i s  r epa ra t i ons  conference: rany issues were debated there, 

bu t  whether o r  not  t o  i nc l ude  damace t c  ccnsurrer durab les and i n f r a s t r u c t u r e  i n  

the  es t imates  was no t  an i ssue  a t  a l l .  

The seccnd remainin' problem w i t h  t he  r e s t r u c t u r e d  reconc i  L i a t  i o n  account i s  

t h a t  t h e  i ssue  o f  d e f i n i n g  a  measure f o r  p r o s p e r i t y  i s  no t  addressed. \:e a re  

s t i l l  L e f t  with, on t h e  one hand, a n a t i o n a t  income t h a t  i s  d e f i n e d  from the  

p o i n t  o f  view o f  product ion,  and on the  o the r  hand a  L i s t  o f  i t e m  - thcuoh 

n e a t l y  s t r u c t u r e d  i n  t he  IF.!CEE p roposa l  - t h e t  c o r r e c t  t h e  i d i o s y n c r a c i e s  o f  

the  n a t i o n a l  income concept. As n a t i o n a t  accountants a re  ve ry  much aware of, 

hurran be ings want simp Le and reasonab l y  adecuate peasures t h a t  express comp Lex 

phenomena i n  j u s t  a  few key i n d i c a t o r s .  Put d i f f e r e n t l y ,  r a t h e r  than  hav ing a  

n a t i c n a l  income and a l i s t  o f  co r rec t ions ,  one wouLd l i k e  t o  have an a d d i t i o n a l  

n a t i o n a l  income measure. The nex t  subsec t ion  proposes one. 

3.3 Constant wea l th  n a t i o n a l  i n c m e  

'Income' i s  by no reans a  unique concept. A t  t he  m ic ro  l e v e l  one niay 

d i s t i n g u i s h  a  whote s e r i e s  o f  a t t e r n a t i v e  income measures, each measuring 

soniethinc q u i t e  d i f f e r e n t .  An exampte i s  c i ven  i n  van Bochove (1957). F i  rs t ,  

one may d i s t i n g u i s h  p r imary  income: income frm p r o d u c t i o n  a f t e r  

r e d i s t r i b u t i o n  on t h e  bas i s  o f  p r o p e r t y  c la i rm.  Mext, one may d e f i n e  

secondary incorre: t h e  income r e s u l t i n g  a f t e r  ne t  t r a n s f e r s  have heen added t o  

p r i r r a r y  income. A t h i r d  concept i s  t e r t i a r y  income. Here Reich 's  (1967) 

ques t i on  'Does consumption impLy income' i s  answered i n  t h e  a f f i r m a t i v e :  added 

t o  t he  secondary income are  t h e  i n d i v i d u a l  b e n e f i t s  o f  coLLect ive expendi ture.  

These t h r e e  income ceasures have one common c h a r a c t e r i s t i c :  i n  t h e  anoregate 

they remain w i t h i n  t h e  bas i c  income concept o f  t he  n a t i o n a l  accounts, 

i.e.,income d e r i v i n o  f rom p r o d u c t i o n  w i t h i n  t he  p r o d u c t i o n  boundary o f  t h e  

n a t i o n a l  accounts. The L a t t e r  is, i f  t h e  income concept i s  widened f u r t he r ,  t o  

incLude t h e  b e n e f i t s  o f  i n f o rma t  household product ion.  The r e s u l t i n g  incone 

concept has sometimes been r e f e r r e d  t o  as ' qua r t a r y  income'. I t  i s  a  

p rob temat i c  concept, because o f  t he  a r b i t r a r y  v a t v a t i o n s  involved; hu t  t h e  

bas ic  p o i n t  should  be wel1 taken: i n f o r m a l  p roduc t i on  Leads t o  inc reased  

a v a i l a b i l i t y  o f  goods o r  se r v i ces  and c a l L d  hence be cons idered as an a d d i t i o n  

t o  income. 



t:owever, where shcu ld  t he  Line be drawn? Dces civai l a b i  L i t y  o f  coods and 

se rv i ces  always i n p t y  income? Actuat  ty, the L ine has heen drawn some f i f t y  

year; aso by t-l icks (1940) :  ' t t $ e  appropr ia te  concept c f  i n d i v i d u a l  incorct 

can be nc th i nc  e l s e  bu t  what t he  i n d i v i d u a l  t h i n k s  he can consume w i thou t  

making h i t r s e l f  worse o f f .  Th i s  i s  p u r e l y  subject ive,  incapabte o f  o b j e c t i v e  

measurement; so t h a t  i n  o r d e r  t o  'et a s t a t i s t i c a 1  measurement o f  t h i s  s o r t  o f  

income, we can on t y  proceed by t a k i n g  some convent ionat  r u l e  about what t h e  

i n d i v i d u a l  oucht t o  reckon as h i s  incorrie. Probably i t  i s  wor thwhi te  t o  do 

th is ;  bu t  we shoutd be c t e a r  what we a re  do in- '  (p. 123).  

These l i n e s  con ta i n  what i s  now commonly known as the H i c k s i a n  incorrie concept. 

E i c k s i a n  income can be d e f i n e d  as a c t u a l  consurrption p l u s  what coutd have been 

consurred Leavinc weat th  constant.  I n  a  recent paper, Sunga (1987) reconnizes 

t h a t  'H icks ian  income' i s  an app rop r i a t e  concept t o  t a c k l e  t h e  i ssue  o f  

i n f t a t i o n  account ing.  He proposes t o  employ t he  term 'comprehensive income'. 

This, however, v i g h t  be misleadinc;  because h i s  concept does no t  i n c l u d e  such 

i tems as the  i n d i v i d u a l  benef i t s  o f  c o l  tec t  i v e  expendi ture, t h e  va lue  o f  

i n f o r m a l  household product ion,  and o the r  i tems t h a t  might be i n c tuded  i n  a 

t r u l y  comprehensive income measure. Instead, t h e  constancy o f  weatth i s  t h e  

d i s t i n ç u i s h i n g  f e a t u r e  o f  H i c k s i a n  income. Therefore, we s h a l t  employ t he  term 

'constant  weal th  income' f o r  our ope ra t i ona t  v e r s i o n  o f  t l i c k s '  income measure. 

I t  shoutd be no ted  t h a t  H i cks '  phrase 'can be consumed' shou ld  no t  be taken  t o o  

L i t e r a l t y :  he d i d  no t  r e f e r  t o  the  a v a i l a b i l i t y  o f  consumption goods onty. 

Instead, h i s  i ssue  was whether sav ing  should  be i nc l uded  i n  income; a t  t h e  t ime  

consensus had not  y e t  been reached on t h i s  issue. Consequent ly, a t  t h e  

a ~ g r e c a t e  Level, n a t i o n a l  income i n c  tudes no t  j u s t  t he  va lue  o f  t he  ava i  Lable 

consumption ~ o o d s  but a l s 0  t h a t  o f  investment goods, raw v a t e r i a l s  and so on. 

There i s  a  bas i c  d i f f e r e n c e  between t h e  s tandard n a t i o n a l  inconre concept and 

cons tan t  weal th  income. The s tandard concept is, as we no ted  above, based on 

t he  idea  t h a t  a t  the  asoregate, uor ld-wide Level, income i s  generated by  

p r o d u c t i o n  atone. The constant  weat th  i n c m e  concept, i n  cont rast ,  d e f i n e s  

income d i f f e r e n t l y ,  v iz .  as t he  sum o f  consumption and t h e  change i n  weal th.  

Hence i n  t h i s  concept the  d e f i n i t i o n  o f  weatth i s  a l t - impo r tan t .  Th is  i s  t h e  

bas i c  i ssue  i n  o p e r a t i o n a t i z i n g  t h e  concept. I f  we uere t o  fo l low, e.g., t h e  

i ~ p  L i c i t  & f  i n i t i o n  o f  wea t t h  i n  t h e  p r o v i s i o n a t  UI: g u i d e l i n e s  d iscussed above, 

we woutd end up w i t h  a  constant  wea l th  income concept t h a t  i s  j u s t  as 



ccnfounded as the present  r e c o n c i l i a t i o n  account. Therefore, t h e  'wea l th  

boundary' shou ld  be drawn w i t h  f o r  q rea te r  care, i n  o rde r  t o  y i e l d  a concept 

t h a t  i s  i n  f u t 1  harrnony w i t h  the  cu r ren t  n a t i c n a l  accounts. 

The  ter^ 'wea l th  boundary' was used on purpose, because i t irnmediately sungests 

t h e  s o l u t i o n  t o  t h e  problem o f  d e f i n i n g  an adequate weal th  concept: i n  t h e  

ag~ reca te ,  a t  t h e  wor Cd-wide level ,  cons i s t ency  between t h e  s tandard  income 

concept and the  constant  weal th  concept can o n l y  be ob ta ined  by drawinc t he  

weal th  boundary e x a c t l y  where t h e  p roduc t i on  boundary i s  drawn: t h e  twc should  

coincide, so t h a t  t he re  i s  one and o n l y  one se t  o f  goods and s e r v i c e s  

considered t h r w g h o u t  t he  accounts. Thus, i n  d e l i n e a t  i n g  constant  wea l th  

income we propose t o  def i n e  aggregate weal th  as the  va lue o f  a l 1  goods (and 

on l y  these) t h a t  have been produced w i t h i n  t h e  p roduc t i on  boundary. Th i s  way, 

no new income i t e m  a re  p u l l e d  l i k e  r a b b i t s  out of  a magic ian 's  hat. I n s t e a d  

t h e  s tandard nat  i o n a l  income concept and cons tan t  weal t  h n a t i o n a l  income r e f e r  

t o  the Same se t  o f  goods and serv ices.  The o n l y  d i f f e r e n c e  between t he  two i s  

t h a t  the former i nc l udes  j u s t  t he  income f l o w  oenerated hy cu r ren t  product ion,  

whereas t h e  second concept i nc l udes  t h e  income generated o r  l o s t  by changes i n  

t h e  var ious  s tocks o f  goods. 

I t  goes w i t hou t  say ing  t h a t  t h e  p r o d u c t i o n  boundary, and hence t h e  wea l th  

boundary, i s  no t  n a t u r a l l y  given. The boundary drawn i n  t h e  p resen t  SNA i s  a 

h y b r i d  between, on the one hand, t h e  se t  o f  i tems t h a t  a re  e i t h e r  s o l d  o r  whose 

p roduc t i on  leads t o  a monetary remunerat ion o f  t h e  p r o d u c t i o n  f a c t o r s  involved, 

and, on the o the r  hand, a se t  o f  i tems brought i n  by a w ider  c r i t e r i o n  l i k e  the  

t h i r d  p a r t y  c r i t e r i o n .  One o f  t h e  present  authors  has proposed t o  separate  

these two in, f i r s t ,  a core o f  t h e  n a t i o n a l  accounts and, next, a se t  o f  

modules (cf. e.g. van Bochove and van Tuinen, 1986, van Bochove and Bloem, 

1966). I n  t he  sodules, a l t e r n a t i v e  p r o d u c t i o n  boundar ies cou ld  be drawn, 

i n c  luding, e.r., add i  t i o n s  t o  and dep le t  i o n  o f  subsoi  l resources, i n f o r m a l  

product  ion, and so on. Hcwever, independent ly  o f  the  way t h e  product  i o n  

houndary i s  drawn and o f  whether t h e  core-modules s t r u c t u r e  i s  adopted, t h e  

i d e n t i t y  between t h e  weal t  h boundary o r  boundar ies and t h e  product  i o n  boundary 

o r  boundar ies must be mantained. 

The i den t  i t y  o f  t he  p roduc t  i o n  and wea l th  boundar i  es i r p l i e s  t h a t  

t h e r e  a re  cons iderab le  d i f f e r e n c e s  between t h e  investment and change i n  s tocks  

concepts employed i n  t h e  f l ow  accwnts ,  on t h e  one hana, and the  changes i n  



wealtt i  cn the other .  Lle a l ready  no ted  t h a t  consuner durab les purchased by 

households are no t  i nc l uded  i n  investment, because househclds'  . .  ' o u t p u t '  i s  

beyond the p roduc t  i o n  bounda ry. However, because the  uurab l es  t hemse lves a r e  

w i t h i n  the p roduc t i on  boundary, they are w i t h i n  t h e  wea l th  boundary too. 

Therefore, changes i n  t he  s tocks  o f  durables o f  households a re  t o  be accounted 

f o r  i n  constant weal th  i ncme .  A s i m i l a r  d iscrepancy between t he  c u r r e n t  

eccounts and constant  weal th  income ho lds  t r u e  i n  case o f  s tocks  o f  non-durable 

consumer goods h e l d  by households and government. I n  t h e  cu r ren t  accounts, 

s tocks a re  h e l d  o n l y  by producers. I n  constant weal th  income, a l 1  changes i n  

s tocks  a re  t o  he included, i r r e s p e c t i v e  o f  who ho lds them, p rov i ded  t he  poods 

concerned a re  k i i  t h i n  t he  p roduc t  i o n  boundary. 

The i d e n t i  t y  o f  t h e  product  i o n  and aggrepate weal th  boundar ies a l c o  i m p l i e s  

d i f f e r e n c e s  between consumption o f  f i x e d  c a p i t a 1  and chanoes i n  wealth. I n  t h e  

forrner concept, as we a l ready  noted, o n l y  decreases i n  t he  r e a l  va lue  o f  f i x e d  

c a p i t a 1  a re  taken i n t o  account t h a t  can be cons idered as a ncrmal  consequente 

o f  the  product i o n  process. Moreover, a discrepancy e x i  c t s  between t he  coverage 

o f  c o n s u ~ p t i o n  o f  f i x e d  c a p i t a 1  and investment i n  f i x e d  c a p i t a l .  Thus 

investments i n  i n f r a s t r u c t u r e  (land, roads, bridges, and so on) a r e  i nc l uded  i n  

investrcent i n  f i x e d  c a p i t a 1  - presumably because they a re  i n s t a l l e d  b y  

government o r  o t h e r  produc ing u n i t s  - b u t  t h e  d e c l i n e  i n  t h e i r  r e a l  va lue  i s  

no t  covered i n  consumption o f  f i x e d  c a p i t a l  because t h e  ou tpu t  concerned i s  

beyond t h e  p roduc t i on  bwndary .  

I n  t h e  constant wea l th  inccme concept these d isc repanc ies  a re  removed. Itihat i s  

r e l evan t  here i s  the  a c t u a l  change i n  t he  r e a l  va lue o f  e x i s t i n g  f i x e d  cap i ta l ,  

i r r e s p e c t i v e  o f  whether t h e  change i s  r e l a t e d  t o  c u r r e n t  product ion.  Thus, 

unforeseen obso lescence and f o r e s t a  l l e d  obsolescence a re  t o  be taken  i n t o  

account, as we l1  as dan;age no t  r e l a t e d  t o  product ion.  S i r i i l a r l y ,  decreases i n  

the  va lue o f  i n f r a s t r u c t u r a l  works a re  t o  be taken i n t o  account because t h e  

works thense l ves  a r e  w i  t h i n  t h e  p r o d ~ ~ c t  i o n  boundary. 

The d e l i n e a t i o n  o f  constant  weal th  income i m p l i e s  two major d i f f e r e n c e s  w i t h  

t he  reconc i  l i a t i o n  account. The f i r s t  o f  these i s  t h a t  t h e  va lue  o f  chan-es i n  

s tocks  c f  consumer goods h e l d  by households a re  taken account o f  i n  cons tan t  

weal th  income but  not  i n  t h e  reconc i  l i a t i o n  account. The second d i f f e r e n c e  i s  

t h a t  changes i n  t h e  r e a l  va lue  o f  s u b s o i l  assets, which a re  beyond t h e  

p r o d u c t i o n  boundary, a re  no t  p a r t  o f  constant  wea l th  income, thoush they a re  



L i s t e d  i n  t hc  reconc i  L i a t i o n  account. I n  enother case the  l i n e  i s  l ess  c l ea r :  

should  n a t u r a l  crowth less  d e p l e t i o n s  ( the i tems i n  13.4 t a b l e  31, be i n c l u d e d  

i n  constant  wea l th  incone? On t h e  ene hand, these i tems cou ld  be regarded as 

be ing beyond the  p r o d u c t i o n  boundary, so t h a t  they  should no t  be inc luded.  But  

on t he  o t h e r  hand, un li ke subsoi l assets, they r equ i  r e  cont inuous a t t e n t  i o n  and 

ou t l ays  t o  maintain.  I n  t h i s  sense, they are produced and t h i s  p r o d u c t i o n  

leads t o  a  wonetary re runera t ion .  The l a t t e r  argunent would l ead  t o  t h e i  r 

be ino  w i t h i n  t he  p r o d u c t i o n  boundary. tloreover, i f  orchards a re  planted, 

b reed ing  s tock  bought, and so on, t h e  ou t l ays  a re  recorded as investrcent i n  t he  

cu r ren t  accounts. Therefore, t o  i n c l u d e  the  va lue  o f  t h e i r  n a t u r a l  growth and 

d e p l e t i o n  i n  constant weaLth income seems warranted. I n  case o f  i n t a n g i b l e  

assets, t h e r e  i s  - no d i f f e r e n c e  between t h e  constant wea l th  income concept and 

t he  r e c o n c i l i a t i o n  account: these have been produced w i t h i n  t h e  p r o d u c t i o n  

boundary and hence e n t e r  wealth. The t reatment  o f  t h e i r  dec l i n e  i n  va lue  

adcpted i n  t he  reconc i  l i a t  i o n  account couLd be employed i n  the  constant  wea l t h  

income ccncept as wel l. 

So far, o u r  d i scuss ion  nas been r e s t r i c t e d  t o  t he  issue o f  coverage. How about 

v a l u a t i o n ?  The UN q u i d e l i n e s  on the  r e c o n c i l i a t i o n  account opts  f o r  v a l u a t i o n  

a t  market vaLue. The u n d e r l y i n c  argument i s  t h a t  t h e  same v a l u a t i o n  concept i s  

employed i n  the  cu r ren t  accounts - a t  Least i n  t h e  income and o u t l a y  accounts. 

t-!owever, icarket values o f  s tock i tems tray he s u i t e  d i f f e r e n t  from market values 

o f  cu r ren t  outputs, even i f  t he  goods concerned a re  i d e n t i c a l .  Thus, a  new car 

soLd loses a s i g n i f i c a n t  p a r t  o f  i t s  va lue  by t h e  sa le  as such, even thouph no 

p h y s i c a l  change i s  invo lved,  The Same a p p l i e s  t o  an even g r e a t e r  degree t o  

o t h e r  consumption coods. T h i s  reans t h a t  v a l u a t i o n  o f  s tock  i tems a t  t h e i r  own 

na rke t  p r i c e s  leads t o  i ncons i s t ency  w i t h  the cu r ren t  accounts. Another 

problem e x i s t s  i n  t h e  v a l u a t i o n  o f  e x i s t i n a  i n f r a s t r u c t u r a l  works (e.g., 

b r idges) :  f r e q u e n t l y  t h e r e  are no market p r i c e s  f o r  them a t  a l l .  

Fo r  these reasons, i f  conceptup1 cons is tency between cons tan t  weal th  income and 

s tandard  incone i s  t o  be achieved, another  v a l u a t i o n  r u l e  f o r  s tock  i t e m  seems 

t o  be more apropr ia te ,  v i t .  t he  same r u l e  t h a t  u n d e r l i e s  t h e  v a l u a t i o n  o f  

i n s t a l  l e d  p l a n t  and equipment i n  t h e  c a l c u l a t i o n  o f  consumption of  f i x e d  

c a p i t a l .  T h i s  r u l e  amounts t o  v a l u a t i o n  a t  replacement cost, t he  L a t t e r  be ing  

de f i ned  as t h e  c u r r e n t  market p r i c e  o f  cosparable goods p r e s e n t l y  produced. 

Thus, t h e  d e c l i n e  i n  t h e  v a l ~ l e  o f  a  p i ece  o f  f u r n i  t u r e  shou ld  no t  he reasured  

a t  i t s  va lue  i n  t h e  second-hand market a t  t he  beg inn ing  o f  t h e  p e r i o d  l ess  t h a t  



a t  the  end of  t h e  period; bc!t, insteac', as i t s  p h y s i c a l  dec l i ne  over t he  p e r i o d  

r i ì u l t i p l i e d  by t h e  cur ren t  n r i c e  o f  p ccrrespondinp neu p i ece  o f  f u r n i t u r e .  

S i ~ i  l a r l y ,  darace done by f l o o d i n c  of  a p iece  o f  land should  no t  be reasured as 

t he  d e c l i n e  i n  t h e  value o f  the  Land i n  t h e  r e a l  e s t a t e  market, bu t  as t he  

value o f  the i n v e s t r e n t  r e ç u i r e d  t o  undo the damape. 

Up t o  t h i s  point ,  we d iscussed t he  d e l i n e a t i o n  o f  weal th  a t  t h e  h i ghes t  

p o s s i b l e  l e v e l  o f  acgregation, t h a t  o f  t h e  wor ld  as a  whole. A t  t h a t  Leve l  

on ly  t h e  t o t a l  v a l ~ i e  o f  p h y s i c a l  wea l th  matters. tlowever, as soon as a  less  

aggregated Level i s  considered, t he  i ssue  i s  compl icated by t h e  need t o  

a t t r i b u t e  t o t 2 1  wea l t h  t o  s p e c i f i c  groups of  economic agents. The s imp les t  

d i sagc reca t i on  i s  t h a t  t o  the  n a t i o n a l  l eve l .  Here the  a t t r i b u t i o n  problem 

cou ld  he s idestepped by employinc a  domestic concept: t h e  t o t a l  wealth, d e f i n e d  

on the  b a s i s  o f  t h e  weal th  boundary, on the economic t e r r i t o r y  o f  t he  country.  

I f ,  however, we wish t o  def i n e  a  constânt  weal th  n a t i o n a l  income concept, t h e  

a t t r i b u t i c n  i ssue  has t o  be faced. 

Essen t ia l l y ,  t h i s  i ssue  amounts t c  t h e  ques t i on  which p a r t  o f  t h e  ~ e a l t h  on a  

coun t ry ' s  t e r r i t o r y  i s  owned ( i n  t he  sense o f  economic ownership) by r e s i d e n t s  

o f  o ther  coun t r i es  and, v i c e  versa, how much o f  t he  wea l th  i n  t h e  r e s t  c f  t h e  

w o r l d  can be c l a i ~ e d  by t h e  n a t i o n ' s  res idents .  I n  b o t h  cases, v a l u a t i o n  

should  be a t  r e p l a c e ~ e n t  va lue i n  the  owning n a t i o n ' s  own market pr ices,  i n  

o rde r  t o  achieve cons is tency w i t h  t h e  s tandard n a t i o n a l  income concept. T h i s  

way, a  concept o f  n a t i o n a l  weal th  i s  ob ta i ned  t h a t  s a t i s f i e s  one o f  t h e  bas i c  

n a t i o n a l  account ing p r i n c i p l e s :  i t has a  p r e c i s e  phys ica  l i n t e r p r e t a t i o n .  T h i s  

i n t e r p r e t s t i o n  i s  t h a t  i t  represen ts  t he  amount o f  goods and i n t a n p i b l e  asse ts  

owned by t h e  nation, t h e  goods and i n t a n g i b l e  assets  be inc  w i t h i n  t h e  

p roduc t i on  boundary and va lued a t  the  cu r ren t  market p r i c e s  p r e v a i l i n g  i n  t h e  

count ry  concerned. 

Th i s  n a t i o n a l  wea l th  concept a l s 0  s a t i s f i e s  another  b a s i c  n a t i o n a l  account ing 

p r i n c i p l e :  i t s  p h y s i c a l  i n t e r p r e t a t i o n  i s  f a c t u a l  i n  t h e  sense t h p t  i t  

corresponds t o  a  c l a i n  on t he  wor ld ' s  e x i s t i n g  p h y s i c a l  wealth. I n  cont rast ,  

the  t-alance sheet i n  t h e  UN g u i d e l i n e  con ta ins  a  l o t  o f  f i n a n c i a l  assets  and 

l i a b i  l i t i e s  t h a t  m içh t  be viewed as c la ims  on f u t u r e  product  ion. Fu t  then  a  

l o t  of assumptions a re  needed t o  p rov i de  a  p h y s i c a l  i n t e r p r e t a t i o n  o f  t h e  

claims: assumptions on f u t u r e  pr ices,  on t h e  f u t u r e  p r o d u c t i o n  o f  t he  deb to rs  

and c red i to rs ,  and so on. The cu r ren t  s e r i e s  o f  debt c r i s e s  o f  L a t  i n  America 



shcws how dangerous t h i s  type c f  i n t e r p r e t a t i o n  can be. 

Obvious ly, t i i e  concepts o f  na t  iona l weal th  and o f  cor.stant wea l th  na t  iona  l 

i n c o ~ e  as f c rmu la ted  above a re  s t i l l  t h e o r e t i c a l .  To render them f u l l y  

o p e r a t i o n a l  a  Lot o f  wcrk has y e t  t c  be done. I n  p a r t i c u t a r ,  i t  s t i l l  has t o  

he dec ided how the  c l a i m  o f  r es i den t s  on p h y s i c a l  wea l th  abroad, and o f  non- 

r e s i d e n t s  on d o r e s t i c  p h y s i c a l  wea l th  shou ld  he neasured. There i s  no such 

t h i n g  as an i n t e r n a t i o n a l  r e g i s t e r  o f  c l a i r s  on goods. I n s t e a d  Linkages 

between c r e d i t s  and l i a b i  l i t i e s  on t he  one hand and goods on the  o the r  a r e  

most ly  i n d i r e c t .  Even i f  they  a re  d i rec t ,  as i n  t h e  case of, e.g., co rpora te  

e ~ u i t y  secu r i t i e s ,  t he re  i s  no accura te  corresponc'ence between t h e  va lue o f  the  

s e c u r i t i e s  and the  s tocks  o f  goods, equipment and b u i l d i n g s  t h a t  they  

represent.  Therefore, pragrcat i c  r u l e s  have t o  be developed t o  a t t r i b v t e  

phys i  c a l  weal th  t o  r es i den t s  and non-residents, or, pu t  d i f f e r e n t  Ly, t o  

determine the  i n t r i n s i c  va lue o f  c r e d i t s  and debi ts .  The Same t h i n a  a p p l i e s  

f o r  the  s e c t c r a l  d i s t r i b u t i o n  o f  wealth. O f  course, t h e  job  i s  somewhat 

s i r p l i f i e d  i f  we j u s t  w ish t o  measure constant  weal th  n a t i o n a l  income, s i nce  

then  on l y  changes i n  weal th  have t o  be ~ e a s u r e d  and a t t r i b u t e d  t o  r e s i d e n t s  

and non-residents.  

Designin' t h e  r u l e s  i n v o l v e d  i s  beyond t he  scope o f  the  p resen t  paper, because 

t h e  d i f f e r e n c e s  between doves t i c  and n a t i o n a l  concepts a re  o f  secondary 

importânce i n  assessing war damage. Bu t  the  bas i c  approach shou ld  be c l ea r :  

weal th  and constant  weal th  n a t i o n a l  income should  no t  be d e f i n e d  frm a  

monetary p o i n t  o f  view, b u t  t h e  d e f i n i t i o n  shou ld  be based on a  p r e c i s e  

d e l i n e s t i o n  o f  t h e  se t  o f  goods (and s e r v i c e s )  o f  which one wishes t o  e s t a b l i s h  

t h e  ava i  Labi l i t y .  P r o s p e r i t y  should  be d e f i n e d  i n  r e a l  terms. Th is  does no t  

rean  t h a t  t he re  i s  no use f o r  t he  monetary and s i m i l a r  non-rea l  i n f o r m a t i o n  

c u r r e n t l y  i nc l uded  i n  t he  UN balance sheet and reconc i  l i a t i o n  account. 

Rushbrook and Wel l s  (1987) p r o v i d e  good reasons f o r  c o l l e c t i w  t h i s  i n f o r m a t i o n  

and t hey  do an e x c e l l e n t  j o b  o f  s t r u c t u r i n g  i t  i n  an access ib te  and convenient  

way. But t he  t r a d i t i o n a l  balance sheet and reconc i  l i a t  i o n  account o r  any 

r e s t r u c t u r e d  vers i o n  o f  them a re  r a t h e r  a l i e n  t o  t h e  cu r ren t  na t  i o n a l  accounts 

because o f  i t s  lack o f  a  wea l th  concept t h a t  i s  cons i s t en t  w i t h  the c u r r e n t  

n a t i o n a l  accounts. Therefore, they a re  supplementary t o  t h e  n a t i o n a l  accounts 

r a t h e r  than  an i n t e p r a l  p a r t  o r  a  d i r e c t  extension. 



A ~ c i e s s t i ~ a t e  o f  Dutch constant wezl t t ;  na t  i o n a l  income, 1940-1945 

4.1 Data c c l l e c t i o n  

A p a r t  e f  t h e  s t a t i s t i c a 1  i n f o rma t i on  on the Dutch econmy du r i ng  t h e  second 

wo r l d  war i s  f a r  more d e t a i l e d  and r e l i a b l e  than t he  data f o r  e i t h e r  t h e  pre-  

va r  p e r i o d  o r  t he  f i r s t  decade a f t e r  the war. Th is  i s  due t o  the excep t i ona l  

cond i t i ons  p r e v a i  l i n g  a t  t he  t ime: t h e  G e r ~ a n s  occupying t he  coun t ry  c c n t r o l  l e d  

t h e  economy as s t r i c t  l y  as poss ib le .  To t h i s  end they needed d e t a i l e d  and 

accurate  d2ta; t o  o b t a i n  these, they  se t  up t he  necessary a d m i n i s t r a t i v e  

cystenis. Thus t he  need f o r  q u a n t i t y  r a t i o n i n g  o f  consumption l e d  t o  t h e  

senerat  i o n  o f  d e t a i  l e d  quan t i  t y  data; t he  at tempted i n t e p r a t  i o n  o f  Dutch 

p roduc t i on  i n  t he  Gerran war e f f o r t  generated d e t a i l e d  da ta  on product ion;  t h e  

robbery o f  a l 1  types o f  ooods cou ld  o n l y  be achieved i f  an adequate i nven to r y  

o f  s tocks was made. 

These da ta  were repo r t ed  t o  the  Cent ra1 Pureau o f  S t a t i s t i c s ,  i n  a d d i t i o n  t o  

t h o  da ta  c o l l e c t e d  d i r e c t  l y  by t h e  C.B.S. As a  resu l t ,  q u a n t i t y  data, i n  

p a r t  i c u l a r  the  t echn i ca1  coef f i c i e n t s  they implied, were used i n  t h e  

c o n s t r u c t i o n  o f  the  f i r s t  i npu t -ou tpu t  table, f o r  1938, work on which was 

s t a r t e d  du r i n9  t h e  war - by a nusber o f  prominent ' onderdu ike rs '  ( ' d i v e r s ' )  who 

were h i d i n g  from t h e  Germans i n  t h e  CES o f f i c e s .  

The data were a l s o  used t o  es t ima te  t he  value o f  ne t  n a t i o n a l  income a t  f a c t o r  

cost  f o r  7940-1945. These es t imates  were pub l i shed  i n  1950, w i t h  a  breakdown 

by indus t ry .  Even h e f o r e  t h a t  t i ne ,  however, i n t e r e s t  i n  t h e  economics o f  the  

war p e r i o d  had d im in ished  as a  conseauence o f  t he  p ress i ng  need f o r  adequate 

da ta  f o r  the  post-war per iod.  Consequent ly, no at tempt was fiade t o  develop a  

f u l  l-f ledged n a t i o n a l  account ing f ramework f o r  the  war per iod;  i n s t e a d  t h e  p re -  

war n a t i o n a l  income concepts were fo l lowed.  One o f  t he  i m p l i c a t i o n s  o f  t h i s  i s  

t h a t  no e l abo ra te  constant  p r i c e  da ta  were publisl ied, thouph t he  b a s i c  ~ a t e r i a l  

t o  do t h i s  was ava i  Lable. Instead, j u s t  one constant  p r i c e  c a l c u l a t i o n  was 

publ ished:  t he  n a t i o n a l  income s e r i e s  was conver ted i n t o  a volume index on t h e  

bas i s  1938=100, by  means o f  an index o f  consuper p r i ces .  G!hen, i n  t h e  1950ts, 

more e l abo ra te  n a t i o n a l  accoun t ing  data and volume s e r i e s  were c a l c u l a t e d  f o r  

bo th  t he  i n t e r w a r  p e r i o d  and t he  p e r i o d  from 1948 onwards, i n t e r e s t  i n  t he  war- 

p e r i o d  was co marg ina l  t h a t  i t  was skipped. 



U n t i l  today, no r e v i s i o n  o f  t he  1940-1947 data has ye t  been a t t e rp ted .  The 

p o s s i b i  C i t y  i s  ncw be inc  cons idered t o  r ev i se  them as p a r t  o f  the onooinp 

r e v i s i o n  o f  t he  h i s t o r i c a 1  n a t i o n a l  account ing data t h a t  was i n i t i a t e d  a few 

years ago; t h e  f i r s t  r e s u l t s  o f  t h i s  rev is ion,  r e l a t i n n  t o  1921-1939, a re  

p resen ted  i n  den Bakker, H u i t k e r  and van Bochove (1387). For t he  t i v e  beirio, 

though, t h e  ~ n l y  a v a i l a b l e  da ta  on cu r ren t  n a t i o n a l  income are  those pub l i shed  

i n  1950. Therefore, these w i  l 1  have t o  serve as our p o i n t  o f  depar tu re  f o r  t he  

c a l c u l a t i o n  o f  constant  weal th  n a t i o n a l  income. 

As f a r  as s t a t i s t i c a 1  i n f o m a t i o n  on war damage i s  concerned, t he  s i t u a t i o n  i s  

much the  sace as i n  t he  case o f  t he  cu r ren t  econovic process: t h e r e  a re  a  l o t  

o f  d e t a i l e d  data; p r o v i s i o n a l  macro-est i ra tes were compi led i m ~ e d i a t e l y  a f t e r  

t he  war; b u t  t he rea f  t e r  i n t e r e s t  diminished, and the  p r o v i s i o n a l  es t imates  were 

never r e v i s e d  t o  t ake  account o f  t h e  more comprehensive bas ic  data t h a t  became 

ava i  l a b  te. 

The d e t a i l e d  da ta  on war damace were main ly  ob ta ined  hy  t h e  re - i ona l  'danace 

survey c o m r i t t e e s '  t h a t  had been formed imrnediately a f t e r  t h e  beg inn ing  o f  t h e  

war, i n  o r d e r  t o  assess t he  daniage i n a i v i d u a l s  and i n s t i t u t i o n s  had suffered, 

and t o  ass i gn  corpensat ions.  I n  a  way, these c m r i t t e e s  were a c o n t i n u a t i o n  o f  

a  Dutch t r a d i t i o n  d a t i n o  back t o  t h e  Dark Ages: even i n  t h e  e a r l y  f o u r t e e n t h  

cen tu ry  independent comtrit tees were se t  up t o  decide on repa ra t i ons  f o r  damage 

done i n  a war between t h e  count i e s  o f  H o l l a n d  and Zeeland (c f .  Nootenboo~, 

15'50). The modern committees con t inued  t h e i r  work u n t i l  long a f t e r  t he  war. 

C la imants  could, a t  t h e i r  own i n i t i a t i v e ,  r e p o r t  damage t o  these committees; 

t h e  committees repo r t ed  t o  t h e  ' c o r i ~ i s s i o n a r  f o r  war and defense damage' and 

l a t e r  on t o  the  ' c o m r i s s a r i a t  f o r  war damage' a t  the  m i n i s t r y  o f  f inance. I n  

addi t ion,  data on danage were c o l l e c t e d  by o the r  i n s t i t u t i o n s ,  such as 

m i n i s t r i e s .  Summaries were repo r t ed  t o  t h e  C.B.S. The l a t t e r  a l s 0  c o l l e c t e d  

damage da ta  d i r e c t l y ,  p a r t i c u l a r l y  on t h a t  done i n  t h e  1940 bombing of 

Rotterdam and on t h e  darnage caurcd by f l ood ing :  i n  1939/40 t h e  Dutch government 

f l ooded  some land as a  defense reasure; i n  1944 t h e  B r i t i s h  f l ooded  t h e  i s l e  o f  

Glalcheren i n  o rde r  t o  f r e e  t he  Sche ld t  r i v e r  f o r  t r a f f i c  t o  Antwerp; and i n  

1945 t he  de fea ted  Germans f l ooded  a number o f  po l de rs  p r i o r  t o  su r render inç .  

Thus, by  t he  l a t e  sumrner o f  1945, a  l o t  o f  d e t a i  l e d  da ta  were a l ready  a v a i l a b l e  

on the  ex ten t  o f  war damage. The M i n i s t r y  o f  Finance then  p rov i ded  p r o v i s i o n a l  

e s t i ~ a t e s  o f  t o t a l  war darnaoe; these were pub l i shed  i n  t he  Memorandum subrc i t ted 



t o  the  P a r i s  r epa ra t i ons  conference. I t  was planned t o  r e v i s e  these da ta  a f t e r  

the  conference, i n  o rder  t o  subs tan t i a t e  them fu r t he r ,  cn t he  bas is  of the  d ~ t a  

t h a t  cont inued t o  cone i n  from t h e  'darace survey conmit tees' .  Th i s  work was 

octuaLLy s t a r t e d  a t  t h e  CBS, bu t  when i t  became evident, by the  end of 1946, 

t h a t  no repa ra t i ons  would he forthcoming, the  p r o j e c t  was abandoned: t h e  

rrianpower was badty  needed f o r  t he  developrcent o f  t he  system of n a t i o n a i  

accounts as we l1  as f o r  s t a f f i n g  the  new CentraL PLannino Eureau. 

As a  consequence o f  th i s ,  the  onLy ava i  Lable ac'regate data on d a ~ a c e  a re  those 

i n  the Metnormdun. For t h e  purpose o f  i 1  l u s t r a t i n g  the  concept o f  constant 

weal th  n a t i e n a l  incope these a re  s u f f i c i e n t .  But i t  shouLd be borne i n  mind 

t h a t  the  r esuL t i nc  vaLues a re  based, f i r s t ,  on cu r ren t  na t ionnL  income da ta  

t h a t  a re  concep tua l l y  i n c o n s i s t e n t  w i t h  the  present  n a t i o n a l  accounts and, 

second, on  damace da ta  o f  a  p r o v i s i o n a l  nature.  ConsequentLy, the  constant  

weal th  n a t i o n a l  i n c o r e  c a l c u l a t i o n  y ieLds resuLts  t h a t  a re  a  t r i x t u re  o f  t r u e  

est imates and educated guesses. 

4.2 The c a l c u l a t i o n  

The computat ion o f  constant  wea l th  n a t i o n a l  income i s  g r e a t l y  s i m p l i f i e d  i f  i t  

i s  done a t  constant  p r i c e s :  then  reva tua t i ons  p l a y  a  more modest r o l e  than  i n  

case o f  cu r ren t  p r i c e  ca t cu la t i on .  Na tu ra l l y ,  they do no t  drop out  o f  t h e  

c a l c u l a t i o n  e n t i  reLy. Thus, i n  case o f  nomina1 l y  f i x e d  assets  and L i a b i  L i t i e s  

v is -a-v is  t he  r e s t  o f  the  world, exchange r a t e  chanjes a f f e c t  t h e i r  i n t r i n s i c  

va lue  measured i n  cons tan t  p r i c e s  and a t  constant exchange ra tes.  For Lack o f  

da ta  we have t o  i a n o r e  these i n  our  1940-1945 computation. Th is  Leaves US w i t h  

t h e  f o l l o w i n g  schere: 

Gross n a t i o n a l  income a t  market p r i c e s  

Less obsolescence o f  and danage t o  f i x e d  c a p i t a 1  

l e s s  obsolescence o f  and davage t o  consuper durab les and va luab les  

less  decrcase i n  s tocks  o f  non-durables h e l d  by households and government 

(net 1 

p l u s  na tu ra1  growth less  d e p l e t i o n s  

l ess  obsoLescence o f  and darnage t o  i n f  r a - s t r u c t u r a l  works 

less  t e r n i n a t i o n  o f  purchased i n t a n c i b  Le assets 

p l u s  ne t  change i n  i n t r i n s i c  va lue  o f  ne t  e q u i t y  i n  t h e  weal th  o f  t h e  

r e s t  o f  t he  w o r l d  



p l u s  ne t  chsn-e i n  i n t r i n s i c  va lue of  e x i s t i n o  f i n a n c i a l  assets  and 

l i a b i  li t i e s  v i s -a -v is  the  r e s t  o f  t he  wo r l d  ( 9 )  

equzls  constant weal th  na t  i o n a l  inccme (10) 

As noted above, f o r  t he  1940-1945 p e r i o d  on l y  ne t  n a t i o n a l  income a t  f a c t o r  

cost  i s  ava i  lab le .  I n  1938 p r i c e s  i t  i s  g iven  i n  t a b l e  4. 

TabLe 4  r iet  na t  i o n a l  i n c m e  a t  f a c t o r  cost, 194C-1945, i n  1936 p r i c e s  

............................................................................... 
M i l l i o n s  o f  q u i l u e r s  

The l a s t  l i n e  o f  t a b l e  4  shows t h e  t o t a l  f o r  t h e  whole per iod.  Since t he  war 

darcage dat8 a re  no t  hroken down accord ing  t o  t h e  year  t h e  darnaoe occurred, 

t h i s  t o t a l  has t o  be our p o i n t  o f  departure.  As a  f i r s t  s t ep  i n  t h e  

computation, i t  has t o  be conver ted t o  a  c ross  f igure,  va l ued  a t  market 

p r i ces .  To o b t a i n  a  guesst imate o f  t h e  l a t t e r ,  we add consumption o f  f i x e d  

c a p i t a 1  t h a t  has been i r n p l i c i t l y  employed i n  a r r i v i n g  a t  t h e  ne t  n a t i o n a l  

income and i n d i r e c t  taxes less  subsidies,  assuming t h a t  t h e  1938 r a t i o s  o f  

these t o  ne t  n a t i o n a l  income a t  f a c t o r  cos t  h o l d m 4  Th is  y i e l d s  

Guesstimate of i n d i  r e c t  taxes less  subs id i es  2 093 

Guesstirnate o f  i m p l i c i t  consumption o f  f i x e d  c a p i t a 1  2286 

I n  a d d i t i o n  t o  these i ter rs  a  c o r r e c t i o n  has t o  be made f o r  excep t i ona l  chanaes 



i n  p rcducers '  stocks,  The e s t i r a t i o n  p roced~ i re  f o l l owed  i n  computat ion o f  

va lue added f o r  1940-1945 can, i n  p r i n c i p l e ,  he considered as a d i r e c t  

e s t i r a t i o n  of  t he  va lue added i n  cu r ren t  product ion.  Thus, i n  p r i n c i p l e ,  va iue 

added i n c h d e s  t h e  o r d i n a r y  changes i n  s tocks caused by sa les o r  use i n  t h e  

p roduc t i on  process, bu t  no t  t he  excep t i ona l  ones caused by d e s t r u c t i o n  and 

l o o t  i n 5  o f  stocks. Conceptual ly, these should  be taken  account o f  i n  cu r ren t  

n a t i o n a l  income. The war darnage Men?orandum a ives t he  f o l l o w i n g  da ta  

Darna'e t o  and d i ~ i n u t i o n  o f  s tocks ( a t  1936 p r i c e s )  

i n  i n d u s t r y  

i n  commerce 

i n  a c r i c u l t u r e  5 

TOTAL 

Another c c r r e c t i o n  t h a t  has t o  be made concerns cur rer , t  p r o d u c t i o n  t h a t  was 

f o r c i b l y  removed t o  Germany du r i nc  t he  war. Th is  shou ld  be t r e a t e d  as an 

income t rans fe r .  The flemorandum es t imated  i t s  va lue a t  6000 m i  l l i o n .  As a 

consecuence we nou ob ta in :  

Cuesst imate o f  o ross  d isposab le  na t  i o n  a l  income a t  1938 p a r k e t  p r i  ces, 

1940-1 945 17721 (1) 

The f i r s t  i te r r  i n  t he  cha in  f rom cu r ren t  t o  constant wea l th  n a t i o n a l  i n c o ~ e  i s  

obsolescence o f  and damace t o  p l a n t  and equipment. As f o r  damage, t h e  

trerrorandurn p rov i des  data t h a t  acaregate darnage and maintenance no t  c a r r i e 8  out, 

as we l1  as, i n  some cases, darrage t o  i n f r a - s t r u c t u r e  and land. Employing some 

h e r o i  c  a s s u ~ p t  ions, these tray be separated. The resu C t  in' e s t  inìate o f  

maintenance no t  c a r r i e d  ou t  s e e m  t o  be a good approxirnat ion o f  obsolescence. 

For tunate ly ,  t h e  b a s i s  o f  va l u a t  i o n  o f  damage i n  t he  Rernorandum approximates 

the  v a l u a t i o n  of market p r i c e s  o f  cor responding new goods r a t h e r  c l ose l y .  Th i s  

v a l u a t i o n  method i s  t he  one we advocatcd i n  s e c t i o n  3. 

Thus we obta in :  

Damage t o  p l a n t  and equipment ( i n c  Luding due l  l i n g s  

Obso lescence t o  p  l a n t  and equipment 



The next twc i tems i n  the  cu r ren t  t o  constant weal th  i nco re  cha in  i s  damane t o  

and o~so lescence  o f  consurrer durab les and changes i n  s tocks c f  durab les ( h e l d  

by  non-producers 1. These two i tems cannot be separated. The I?emorandum data 

f o r  t h e  i t e m  ( a f t e r  c o r r e c t i o n  f o r  r o t o r  cars h e l d  by households, 

which t he  memorandur d e a l t  w i t h  elsewhere), and af  t e r  a d d i t i o n  c f  h a l f  t h e  l oss  

o f  va luables6 i s :  1620 (3,  4) 

Ilo separate  es t imates  f o r  na tu ra1  ~ r o w t h  less deple t ions,  and obsclescence of 

and damage t o  i n f  r a - s t r u c t u r a l  works ( i n c l u d i n c  f lood inqs)  can be d i s t i  l l e d  

f r o r  t h e  rremorandun. The t o t a l  f o r  these two i tems can be es t imated  a t  

780 (5, 6 )  

There a re  no data on i t e m  7 ( t e r m i n a t i o n  o f  i n t a n c i b l e  assets).  As t o  i t e m  L, 

and C, t he  memorandurr p rov ides  da ta  on t he  loss  o f  ~ o n e t a r y  go18 and f o r e i g n  

currency; hcwever, p a r t  o f  t h i s  was caused by expend i tu res  o f  t he  government i n  

e x i  ie, Conceptually, these shou ld  no t  be cons idered as l oss  o f  income, s i nce  

t h e  expendi t u r e  generated covernrnent p roduc t  ion, whi ch i s  i n c  luded i n  t h e  

cu r ren t  n a t i o n a l  income. The l oss  o f  monetary g o l d  was p a r t l y  due t o  t he  

l c o t i n o  o f  t he  cen t ra1  bank. 6u t  p a r t  o f  the  monetay reserves l o s t  t h i s  way 

were re tu rned  a f t e r  the  war. To avo id  o v e r s t a t i n g  t h e  damage done i n  1940-45, 

we t h e r e f o r e  omi t  t he  loss  o f  monetary reserves e n t i r e l y .  But  t he  memorandum 

a l c o  covers two i t e m  which shou ld  be inc luded  i n  constant  wea l th  income: 

c o n f i s c a t i o n s  by t h e  Germans o f  f o r e i c n  s e c u r i t i e s  h e l a  by  Dutch n a t i o n a l s  (500 

m i l l i o n )  2nd darage t o  Dutch investments i n  cen t ra1  Europe (aga in  500 

m i l l i o n ) .  Na tu ra l l y ,  t he re  i s  no way t o  de te r c i ne  t h e  i n t r i n s i c  va lues o f  

e i t h e r  o f  these two holaings. To avoid, once more, o v e r s t a t i n g  damage, we 

va lue them a t  one h a l f  o f  t h e i r  nomina1 va lue 50C (8,9>. 

Consequently we ncw have as our guesstimate: 

Constant weal th  n a t i o n a l  income, 1940-1945 

Thus t h e  constant  wea l th  n s t i o n a l  income was o n l y  some 60% o f  cu r ren t  n a t i o n a l  

income. Na tu ra l l y ,  t h i s  f i o u r e  i s  j u s t  a  very crude est imate.  A more 

co~,prehens ive and d e t a i  l e d  a n a l y s i s  o f  the  ava i  l a b l e  da ta  nay a l t e r  i t  

ccns iderab ly .  Moreover, t he  e s t  imate i s  conservat ive, because o n l y  t he  damage 

due t o  t h e  war i n  Europe has been included, no t  t h a t  due t o  t h e  war i n  t h e  



P a c i f i c .  I n  acidit icn, 3 n u r b r r  o f  non war r e l a t e d  i t e m  t h e t  ceuse constant 

weal th n e t i o n a t  incove t o  i i f f e r  froni standard n a t i o n a l  incove have no t  been 

i nc l uded  because o f  Lack o f  data. Even co, t h i s  exerc ise  i s  c u i t e  s u f f i c i c n t  

t o  show t h a t  i n  pe r i ods  o f  c r i s i s  and d i s a s t e r  the re  may be a very cons iaerab le  

cap between the cu r ren t  n a t i o n a l  income as t r a d i  t i c n a l l y  oef  i n e d  on the  one 

hand, and t h e  a c t u a l  a v a i l a b i  l i t y  o f  goods and services,  c r  ' p rospe r i t y ' ,  on 

t h e  o t  her. 



(1) kJe a re  f l r a t e f u t  t o  the  o f f i c i a l  h i s t c r i a n  o f  'The Kingdorn o f  the  

NetherLands i n  t h e  Seccnd World War', P ro fessor  L. de Jona, f o r  showinq US 

h i s  d r a f t  o f  Chapter Three o f  P a r t  X 1 1  (EpiLogue), which covers, i.a., war 

damage. lde have used t h i s  d r a f t  ss backcround mater iaL t o  sec t i ons  2 and 

4. NaturaLly, onLy we a re  t o  bLame f o r  e r ro rs .  

(2) This  s e c t i o n  draws on two types o f  m a t e r i a l  from t h e  C.B.S. a rch ives :  t h e  

o f f i c i a l  memoranda submi t ted  by t h e  va r i ous  governrnents t o  t he  conference, 

and cn r e p o r t s  Pro fessor  Derksen of  t h e  C.B.S. wrote a f t e r  t he  conference; 

bo th  sources have been found i n  the  C.B.S. arch ives.  

(3) The excep t ion  be ing  t h a t  o f  owner-occupied dwel l ings,  where a 'what i f '  

s i t u a t i o n  i s  involved. For  t h i s  reason, a number o f  authors, i n c  Luding one 

o f  t he  present  ones, have advocated t o  remove t h i s  i m p u t a t i o n  from the  core 

o f  t he  nat ionaL accounts, aLong w i t h  s i m i l a r  'what i f '  cons t ruc t i ons ,  

( 4 )  Kore p rec ise ly ,  t h e  consuriiption o f  f i x e d  c a p i t a l  as i t  was ca lcuLa ted  

i r n p l i c i t l y  i n  t h e  o r i g i n a l  n a t i o n a l  income est i rnate  has t o  be added. C f .  

( f o r  1931) t a b l e  2.1 o f  Den Bakker, H u i t k e r  and Van Bochove (1987). 

(5) Danace t o  s tocks and eouipment i s  i 5  m i l t i o n .  AppLying t h e  r a t i o  o f  t he  

two types o f  damage i n  i n d u s t r y  (one over  one) y ieLds 37. 

( 6 )  These vaLuables cons i s t  ~ ~ a i n l y  o f  jeweLLery and p a i n t i n g s .  They have been 

vaLued a t  1938 market p r i ces .  P a r t  o f  them was re tu rned  Later  on; hence, 

onLy one haLf o f  t h e  vaLue i n d i c a t e d  i n  t he  tremorandum has been 

i n c  Luded. 
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