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CHAPTER 17
BANKING !

§ 17a. Sources of Information

The data for this chapter are derived mainly from the Annual Reports
of the Comptroller of the Currency. Unfortunately, the reports for banks
other than national arc incomplete in many respects and, cven in the case
of national banks, we have extremely meager information concerning the
number of employees. Under the circumstances, the results obtained by
this study must be considered as only moderately near the trut),

§ 17b. The Composition of the Net Value Product

The value product of the banking industry is distribute| in the forn of
dividends to stockholders, additions to surplus, interest to depositors, ang
wages to emplo_\-eo.s. There is also a relatively small itemn representing
donations to the Red Cross. Most of the interest paid on deposits other
than savings doubtless is paid to business enterprises and is taken into
account in the study of the various fields of industry. It has been arbi-
trarily assumed that an inerease of 20 per eent i the interest paid by sav-
mgs banks will be sufficient to cover those intcrest payments made to
individuals which are utilized to defray living expenses or which enter into
their private as opposed to their business resources.

§ 17c. Net vs. Gross Dividends

A large part of the amount paid in dividends by the bank consists merely
in amounts passed along which are received from other industrial fields as
returns for investments therein. Sinee such amounts have already been
counted once, they must evidently be deducted here. The manner of esti-
mating the net dividends originating in the hanking field appears in Table
17A.

§ 17d. Undivided Profits

The net gains of the banking industry have to a large extent heen kept
in the business as surplus or undivided profits, The amounts of these items

t The ﬁgum§ cited in this report are those given for all banks and inelude banks in the
Island Possessions, Their business is less than half a per cent. of the whole and is probably
much less than.the business of non-reporting hanks in the Continental U. S. I'nder these
circumstances, it has been deemed unnecessary to take the trouble to deduct the figures
for the Island banks from the summaries,
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TABLE 17A

AN ESTIMATE OF THE AMOUNT OF THOSE DIVIDENDS PAID RY THE
}Sﬁ}gl}}gll(S)FV’ES{SF: UNITED STATES WHICH ORIGINATE IN THE BANK-
i

Al B | C |D E | F G H I J
Lorcs diviouas | Dividends paid by || F1C2 Bstimated
rediscoun| en . sumate
(Middle of year) Y 'I"“e Esti- { Estimated | dividends
Calen- ot cor- | mated income | originat-
dar Of . porate | gyerage from ing in
year | national | Of all | Ratio | National | Al banksb 5;‘";"“'5 yield on | securities i
bankna | bankse | o banksd | (Thou- eld by | gecurities|(Thousands)| (Thou-
(Thou- | (Thou- {ciop| (Thou- |  sands) \b‘nks_ X8€ | (Rate) | GX H | sands)
sands) | sands) sands) | Dx E |[(Millions) - P—1

1909 { $5,036 | $11,303 | 2.244 | $99,446 | $223,157 || 82,669 | .05 | $133,455 | 839,702
1910§ 5,430 | 12,459 (2.2041110,292| 253,010 |} 2,670 ; .05 133,481 | 119,529
1911 5,611 12,983 12.314 | 117,493 | 271,879 3,029 | .05 151,451 | 120,428
1912 5954 | 13,80212.333|120,103| 280,200 | 3,218 | .05 160,907 | 119,293

1913 | 6,143 14,568 [ 2.371 ) 120,427 | 285,532 || 3,275 .05 163,735 | 121,797
1914 6,430 | 152882378 117,327 | 279,004} 3.357 § .05 167,869 | 111,135
1915 6,660 15,7221 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 | .05 197,8551 80,849

1917 | 8,958 | 20,594 12.299 | 127 658 | 293,486 | 4,257 | 05 212,858 1 80,628
1918 10,1484 | 2251512.219 | 132,683 204424} 4,147 .05 207,349 | 87,075
1919 | 11,0244 | 25,301 {2295 | 141,690 | 325,300 1] 42341 .052 | 220,151 105,149

a Annual Report of the Comptrotler of the Curreney, 1919, Vohune H, pp. 202-303.

b Average of pairs of fiscal years; Annual Report of the Comptroller of the Cur-
rency, 1920, Volume I, p. 49.

¢ This item has been estimated by a series of rather complex calculations from the
various Annual Reports of the United States Comptroller of the Curreney. 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.

¢ I'bid., 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 & 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.

1 S¢e Table 17C.
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TABLE 17B

5 JWTH IN SURPLUS AND U.\:DIVID!{.D PR(‘)FI’I‘S AND THE TO’I‘_E
THLA%%U‘AIIJ GAIN OF THE STOCKHOLDERS OF ALL BANKS IN THE
UNITED STATES

—
A B e | D K ¥
\\

Business savings . Total share of

- _ Dividends stockholders,
Value at originating in the including
Year | Thousands Iﬁdfx olf priccsgf 1913 banking busi- | pygincee o

wholesale nessc
of dollarsa pricesb < (Thousands) (Tl;;nis?ds)
& e _

1909.. .. .| $ 95500 .97 $ 98,453 $ 89,702 $185,202
1910.. ... 115,500 .99 116,666 119,529 235,029
1911.. .. 106,850 .95 112,474 120,428 227278
1912.. ... 92,100 1.01 91,188 119,293 211,393
1913.. .1 55150 1.00 55,150 121,797 176,047
1914.. ... 61,450 1.00 61,450 111,135 172,585
1915, ... 68,750 1.01 68,069 98,832 167,582
1916.. . .. 123,500 1.24 99,59% 80,819 204,349
1917.. ... 152,550 1.76 86,676 80,628 233,178
1918.. . .. 194,100 1.96 99,031 87,075 281,175
1919. ... 333,600 2.12 157,358 105,149 438 749

a Annual Report of the Comptroller of the Currency, 1919, Vo, l; p. I8.
b See p. 15 of Bulletin 269, of the U. S. Bureau of Labor Statistics.
¢ See Table 17A, Column J.

§ 17e. The Purchasing Power of Dividends and Interest

The next step Decessary is to measure the purchasing power at a con-
stant price level of the dividends originating in banking and of the interest
paid on savings accounts. This computation appears in Table 17C.

IR
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TABLE 17C

AN ESTIMATE OF THE PURCHASING POWER OF DIV IDENDS ORIGINAT-
ING IN THE BUSINESS AND INTEREST PAID ON S NGS DEPOSITS
BY THE BANKS dF THE UNITED STATES SAVINGS DEPOSITS

A B C D E F G
Purehasing
. Purchasing ower of
Cal- Dividends !l)':,f‘lg g: power of Interest Index 0; I}nterest
en- | originating good‘s el dividends | on savings przlces o on savings
dar | in bankinge sumed b at prices depositsc | B0 :fdc‘lm,' deposits at
year| (Thou- h.?’ of 1913 (Thou- et OY 1 prices of
sands) wealthier B sands) working 1913
classes b < classesd f
l"
1909 $ 89,702 965 $ 92,955 $133,680 L9553 $139,979
1910 119,529 .983 121,596 146,568 .978 149,865
1911 120,428 .990 121.644 151,920 .984 151,390
1912 119,293 1.000 119,293 160,660 994 161,630
1913 121,797 1.000 121,797 170,749 1.000 170,749
1914 111,135 1.011 109,926 178,441 1.01 176,674
1915 98,832 .999 98,931 181,133 1.03 175.857
1916 80,849 1.081 74,791 185,070 1.10 -+ 168,245
1917 80,628 1.225 635,819 197,600 1.29 153,178
1918 87,075 1.406 61,931 199,191 1.58 126,070
1919 105,149 1.648 63,801 214,747 1.773 121,121

a See Table 17A, Column J.

b Averag> of indices for classes spending annually for consumption goods $3,00)
and $25,000 respectively.

¢ The amounts in this column are dzrived from the Annual Reports of the Comp-
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 of

te.
¢ 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 exnployees in
other banks were as nuinerous 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 6.66 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
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field, hence no distinction has been made between the number of employ eeg
actually at work and the number attached to the indust ry.

The total amounts paid for salaries and wages by Nationa} banks have
been reported by the Comptroller of the Curreney sinee 1917, 1t hyg been
assumed that, previous to that date, these payments varied iy Proportion
to the total expenses of the same class of banks. Jg has further been
assumed that the ratio of salary and wage bayments to the volume of
combined loans and discounts was the same for other bayks as for
National banks. The figures resulting from these assumptions ang ¢q).
culations appear in Table 17D.

TABLE 17D

— m\\\“\\
VSTIMATE FOR THE BANKS OF THE UNITED STATES OF 1
ANN(IfSMBiER OF EMPLOYEES AND THE WAGES AND SALARIES prp

—ﬁ\-‘r_:\\-
.

A B c D | Eo
T o - Index of Purchasing
) bz;lz‘l‘:esm Number of | Average an- prices of Power of an.
Cal ""‘.‘d b & 0] em loyees | MU carnings | articles eon. { Ml enrningg
4 ("gg;" p'i::mk)s, a La tlt ached | Per employce | sumed by ut prices of
’ (Thou- to industry a % mitl'(l‘lrl?olz:lmd 1%3
sands) workers T
_— S —f—
1009, $115400 | 149,900 $ 770 955 $ 807
1910.. . .. 122,700 153,500 797 978 815
911, 136,900 162,300 843 ‘ory 857
1912... . 148,900 167,560 887 .994 892
1913.. .. .. 160,900 173,000 930 1.00 930
1914, ... 164,100 178,150 921 1.01 912
1915.. .. 183,400 180,300 1,017 1.03 987
1916, 214300 | 183200 1,170 1.10 1,064
1917.. . 230,200 186,000 1,238 1.29 959
1018, . 281,300 192,500 1,461 1.38 925
1

R
1919.. .. . 361,650 194,000 1,864 773 1,051

a For mode of derivation, see the text.

The figures in Column F of Table 17D indicate that the economice condi-
tion of the employees has umproved noticeably during the decade. How-
ever, the reader is warned against attaching great mportance thereto, as
the assumptions made are too numerous to permit of the results being
anything more than rough approximations to the truth.

§ 17g. The Share of Salaries and Wages in the Value Product

It is now possible for us to estimate the fraction of the value product of
the banking industry going to the employees. This is done jn Table 17E.
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TABLE 17E

AN ESTIMATE OF THE DIVISION OF THE NET VALUE PRODUCT ARISING
. FROM BANKING

A B C D E F G
Per cent
Share of . of value
Calendar S:;r:k:)f holders of | Share of | Share of va'll‘u:tl:)mfx ot | Product
year holders o | £3Vings | Red Crosscemployeesd e going to
il > | accounts | (Millions) | (Millions) | , (Millions) loy
(Millions) | TRFEE) %% | B+C+D+E | employecs
I“
1909. . ... $185 $134 80 $115 $ 434 26.6
1910..... 235 147 0 123 504 24.3
1911..... 227 152 0 137 516 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
lglg ..... 582 {gé 8 183 532 3.5
1916.. ... p 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

a Sez Column F of Table 17B.

b See Column E of Table 17C.

¢ 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. Bankirig 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.
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Column F of Table 17F makes it clear that bank accommodation is just
about keeping pace with population, but that it is not growing quite as
rapidly as the total income 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 80, 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 B C D E F
Loans and P urch;:_sling
. : power of loans
Middle | Sumofloans | o o o of deposits per | fngex of | 'and deposits
of depositss banksa (Millions) wholesale | per bank at
year (Millions) B prices b prices of 1913
o (Millions)
1909. ... $25,338 22,491 $1.13 .97 $1.17
1910... . 27,742 23,095 1.20 .99 1.21
1911.... 28,889 24,392 1.18 .95 1.24
1912.. .. 30,916 25,195 1.23 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
1015. . .. 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

¢ Annual Report of U. S. Comptroller of the Currency, 1919, Volume I, p. 186.
b U. 8. 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 remaibs a relatively small concern.





