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CHAPTER 17

BANKING'

17a. Sources of Information
The data for this chapter are derived mainly from the Annual Reportsof the Comptroller of the Currency. Unfortunateiy, the rcport.s for banksother than national are incomplete in many respects and, even in the easeof national banks, we have extremely meager inforniatjomi

coneemilig thenumber of employees. Under the circumstances, the results obtained bythis study must be considered as only moderately near the truth.

§ 17b. The Composition of the Net Value Product
The value product of the banking industry is distrjhutcd in the fona ofdividends to stockholders, additions to surplus, interest to dejosito,., andwages to employees. There is also a relatively small item representingdonatjoiis to the lied Cross. Most of the interest paid 011 deposits otherthan savings doubtless is paid to business enterprises and is taken intoaccount. in the study of the various fields of industry. It has been arbi-trarily assumed that an increase of 20 Per cent ill the interest paid by sav-ings banks will be sufficient to cover those interest payments made toindividuals which are utilized to defray living expenses or which enter intotheir private as opposed to their business resources.

§ 17c. Net vs. Gross Dividends
A large part of the amount paid in dividends by the bank consist.s merelyin amounts passed along which are received from other industrial fields asreturns for investments therein. Since such amounts have already beencounted once, they must evidently be de(lucte(l here. The manner of esti-mating the net dividends originating in the banking field appears in Table17A.

§ 17d. Undivided Prots
The net gains of the banking industry have to a large extent. been kept.in the business as surplus or undjyide(I profits. The amounts of these items

1 The figures cited in this report are those given for all banks arid irle!uilp ba,iks in theIsland Possessions Their buin is less than half a per cent. of the wliol, and is probablymuch less than the huiness of non-reporting banks in the ('ontj,,,n,tjl
. . Frehr thesecircumstances it has been deemed ninnecessry to take the trouj)l, to deduct the figuresfor the Is!and banks from the summaries
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AN ESTIMATE OF THE AMOUNT OF THOSE DIVIDENDS PAID BY THE
BANKS OF THE UNITED STATES WHICH ORIGINATE IN THE BANK-
ING BUSINESS

Annual Report of the Comptroller of the Citrri ey, 1919, Volun' II, ip. 2J2-393.
h Average of pairs of fiscal years; Anniwl Report of the CoinI troller of the Cur-

rency, 1920, Volume I, p. 49.
Thit item has been estimated by a series of rather complex ca cnlatiort.s from the

various Annual Reports of the United States Comptroller of the Currency. Since 1915,
the reports have been incomplete and the errors may therefore be considerable.

d Annual Report of the Comptroller of the Currency, 1919. Volume I, p. 175.
ibid., p. 186.

are recorded in Table 17B as are also their approximate values at the 1913
price level, were they distributed to the stockholders.

The striking fact brought out by Table 17B is the very rapid gain in bank
surplus during the latter part of the decade, this gain being accompanied
by a considerable decline in the purchasing power of the net dividends dis-
bursed and of the interest paid on savings deposits.' Obviously, this
increase in surplus account has materially strengthened the financial situ-
ation of the banks.

'See Table 17C.
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1909 $5,036 $11,303 2944 $99,446 $223,157 $2,669 .05 $133,455 $A9,702
1910 5,430 12,459 2.294 110,292 253,010 2,670 .05 133,481 119,529
1911 5,611 12,9.3 2.314 117,493 271,879 3,029 .05 151,451 120,428
1912 5,954 13,892 2.333 120,103 280,200 3,218 .05 160,997 119,293

1913 6,143 14,568 2.371 120,427 28,5,532 3,275 .05 163,735 121,797
1914 6,430 15,288 2.378 117,327 279,01)4 3.357 .05 167,869 111,135
1915 6,660 15,722 2.361 114,216 269,664 3,417 .05 170.832 98,832
1916 7,679 17,812 2.320 120,131 278,704 3,957 .05 197,855 80,849

1917 8,958 20,594 2.299 127,G5S 293,486 4,257 05 212,858 80,628
1918 10 148d 22 515 2219 112 b83 294 424 4 147 03 21)7 149 '7 07
1919 I1,024d 25,301 2.295 141,690 325,300 4,231 .052 220,151 105,149
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2D4 THE ESTIMATE BY SOURCES OF PRODUCTION

TILE GROWTH IN SURPLUS AND UNDIVIDED Pjtoj"J'J'S AND THE ThT.0ANNUAL GAIN OF THE STO(KHOLDERS OF ALL BANKS IN T11.UNITED STATES

Thou.'lands
of dollars a

C

$ 95,500 .97
115,50() .99
106,850 .95
92,100 1.01

55,150 1.00
61,450 1.00
68,750 1.01

123,500 1.24

152,550 1.76
194,100 1.96
333,600 2.12

a Annual Reporl of the Coniptroller of the Currency, 1919, \'I. I,p.I8.ii See p. 15 of iluUelj 2l9, of the U. S. Bureau of Labor Statist ics.c See Table 17A, Colwnn J.

§ 17e. The Purchasing Power of Dividends and Interest
The next step necessary is to measure the purchasing power at a con-stant price level of the dividends originating in banking and of the interestpaid on savings accowits. This computation appears in Table 17C.

Business savings

Index of
wholesale

pricesb

TABLE 178

Value at
prices of 1913

B

$ 98,453
116,666
112,474
91,188

55,150
61,450
68,069
99,596

$ 89,702
119,529
120,428
119,293

121,797
111,135
98,832
80,849

80,628
87,075

105.149

F

Total shaje of
StOekl1o1de

including
business savings

(Thousan)
8+E

$185,292
235,029
227,278
211,393

176,947
172,58.5
167,582
204,319
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438.749
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AN E8'I'IMATE OF THE PURCHASING POWi OF DiViDENDS ORIGINAT-ING IN THE BUSINESS AND INTEREST PAID ON SAVINGS DEPOSITSBY THE BANKS OF THE UNITED STATES

See Table hA, Column J.
b Averag' of indices for classes spending annually for consumption goods $5,00)

and $25,000 respectively.
The amounts in this column are d'rived from th Annual Reprl.s of the Camp-

troller of the Currency by multiplying the reported deposits in savings banks by 1.2,
in order to allow for savings in other banks, and by assuming that the interest paid
amounted to 3 per cent of these deposits. To this sum has been added the interest
on postal savings deposits. The last named quantity is reported for 1920 and estimated
for earlier years on the basis of deposits. Colonel M. C. Rorty suggests that the ratio
of 1.2 is low for recent years as savings in other banks have been increasing rapidly oflate.

d Bureau of Labor Statistics index carried back for earlier years-see Table 2C.

§ 17f. Employees, Salaries, and Wages

According to a special report. made in 1918, the National banks of the
United States employed in that year 86,845 persons. If the employees in
other banks were as numerous in proportion to the volume of loans and
discounts, it follows that all banks gave employment to about 192,500
persons in 1918 or about 6.6( employees per bank. The estimates of the
numbers employed in the other years are made on the basis that in each
year the average bank employed 6.66 persons, that being the case in
1918.

Presumably, unemployment is not an important factor in the banking

a

A
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en-
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originating
in banking a

(Thou-

Index of
prices of

goods
sunied by

Purchasing
power of
dividends
at prices
of

Interest
on savings
deposits c

Index of
prices of

goods (5)fl
suined by

Purchasing
power of
interest

savings
deposits at

wealthier 1913 (Thou- prices ofsands) elab B sands) working(ld 1913

-F-
1909 3 89,702 .96.5 3 92,955 8l33,68t) .955 3139,9791910 119,529 .983 121,596 146,568 .978 149,8651911 120,428 .990 121.644 151,020 .981 154,3901912 119293 1.000 119,293 169,660 .994 161,630

1913 121,797 1.000 121,797 170,749 1.000 170,7491914 111,135 1.011 109,926 178,441 LOl 176,6741915 98,832 .999 98,931 181,133 1.03 175,857
1916 80,849 1.081 74,791 185,070 L1O 168,245

1917 80,628 1.225 65,819 197,600 L29 153,178
1918 87,075 1.406 61,931 199,191 1.58 126,070
1919 105,149 1.6-18 63,801 214,747 1.773 121,121



206 THE ESTIMATE BY SOURCES OF
PRODUCTION

field, hence no distinction has been nmde between the number of employee3actually at work and the nwuber attached to the industry.
The total amounts paid for salaries aitd wages by National

banks havebeen reported by the Comptroller of the Currency since 1917. it hits beenassumed that, previous to that date, these payments varied in proportionto the total expenses of the same class of l)anks. It has further beenassumed that the ratio of salary and wage Payments to the \'OluIüe ofcombined loans and discounts was the same for other baflks as forNational banks. The figures resulting front these assumptions and Cal-culations appear in Table 17D.

TABLE 171)

AN ESTIMATE FOR THE BAXK$ OF TUE UNITED STAT1s OF THENUMBER OF EMPLOYEES ANI) TUE \VAGES AND SALAIUES PAID

a For mode of derivation, see the text.

The figures in Column F of Table 17D indicate that. the economic condi-tion of the employees has improved notiecahi during the (Iccade. how-ever, the reader is warned against attaching great illll)OrtLmflee thereto, asthe a.ssuniptions made are too numerous to permit of the results beinganything more than rough approximations to the truth.
§ 17g. The Share of Salaries and Wages in the Value ProductIt is now possible for us to estimate the fraction of the value product ofthe banking industry going to the employees. This is done in Table i7E.

B C D li F

Nmnhcr ° Average an-
1mkz of
prires of Purchasing

Pwr of an-Calendar
and uvages
P8id by all etoees ua( eiuriuings

per employee articles con-
sunted by

11 Wi! earnings
at pricea of

year banksa
(Thomi-
sands)

attached
to industry ' B mimanual and

workers

1913
D

1909 - $115 400 149,000 $ 770 .055 $ ii3O'
1910 122700 153,900 797 .978 815
1911 136900 162,300 843 9S41912. 148,900 167,81)0 887 .994 8921913. 160,900 173,000 930 1 00 931)
1914. 164,100 178,150 921 1.01 912
1915. 183,400 180,300 1,017 1.03 987
1916. 214,300 183,200 1,170 110 1,0641917. 230,200 186,000 1,238 1.29 939
1918. 281 300 192,500 1,461 1.58 92.
1919. 361,650 194,000 1,864 1.773 1,01
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BANKING

TABLE 17E

AN FST1MATE OF THE DIVISION OF THE NET VALUE PRODUCT ARISING
FROM BANKING

a Se Co umn F of Table 17B.
b See Column E of Table 17C.
c Estimated from the Annual Reports of the U. S. Comptroller of the Currency;

averages for pairs of fiscal years.
d See Column B of Table 17D; comprises wages and salaries only.

It is clear that not only did the value product of the industry nearly
double during the decade, but apparently the per cent of that product
going to the employees increased steadily throughout the period. Again,
however, it must be kept in mind that information concerning the em-
ployees is too scanty to justify laying much stress on this tentative con-
clusion. It is certain, however, that the relative share of the employees
in the net value product is much smaller than in the fields of manufacturing
or transportation.

§ 17h. BRn king Facilities Compared to Population and Income

It is a matter of interest to note whether or not the people of the United
States are becoming increasingly dependent upon banking facilities in the
conduct of their business. Table 17F presents certain facts that bear
upon this problem.

207

A B C D E F Ci

Calendar
Y

Share of
stock-

holders a
(Millions)

Share of
holders of

accounts b
(Millions)

Share of
Red Cross c
(Millions)

Share of
einployeesd
(Millions)

Total net
value product

(Millions)
B+C+D+E

Per cent
of value
product
going o
emplOYees

1--
1909 . $185 $134 so $115 $ 434 20.6
1910 235 147 0 123 504 24.3
1911 227 152 () 137 516 26.5
1912 211 161 0 149 521 28.6

1913 177 171 0 161 509 31.6
1914 . 173 179 0 164 515 31.9
1915 168 181 0 183 532 34.5
1916 204 185 0 214 604 35.5

1917 233 198 0 230 661 34.8
1918 281 199 5 281 767 36.7
1919 439 215 3 362 1,018 35.5
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BANKING 209

Column F of Table 17F makes it clear that bank accon-sinodatioti is just;
about keeping pace with populatioi, but that it is not growing quite as
rapidly as the total inco:ne of the people of the nation.

§ 17i. Changes in the Volume of Business per Bank
It is also worth while to ascertain whether or not there is a tendency

for banks to grow larger on the average. If so, it should be apparent in the
average of loans and deposits per bank. The facts are set forth in Table
17G.

TABLE 17G

THE AVERAGE VOLUME OF COMBINED LOANS AND INDIVIDUAL
DEPOSITS IN THE BANKS OF THE UNITED STATES

a Annual Report of U. S. Q)mptroller of the Currency, 1919, Volume I, p. 186.b U. S. Bureau of Labor Statistics, Bulletin 269, p. 15.

it is clear that, on the average, a bank could finance less business at the
end of the decade than in the earlier years. If, as is sometimes asserted,
there is increasing concentration in the banking business, it must then lie
in greater control of some banks by others and not in the growth in the
size of the average bank, since this still remains a relatively small concern.

A B C D E F

Middle
of

Sum of loans
and individual

deposits a
Number of

hanks a

Loans and
deposits per

hank
(Millions)

Index of
wholesale

Purchasing
power of loans
and deposits
per bank atyear

(Millions) B prIces 6 prices of 1913
(Millions)

C DE
1909.... $25,338 22,491 $1.13 .97 $1.171910.... 27,742 23,095 1.20 .99 1.211911.... 28,889 24,392 1.18 .95 1.24
1912.... 30,916 25,195 123 1.01 1.22
1913.... 32,044 25,993 1.23 1.00 1.23
1914.... 33,806 26,765 1.26 1.00 1.26
1915.... 34,857 27,062 1.29 1.01 1.28
1916.... 40,585 27,513 1.48 1.24

. 1.19

1917.... 46,884 27,923 1.68 1.76 .95
1918.... 50,322 28,880 1.74 1.96 .89
1919.... 58,366 29,123 2.00 2.12 .94




