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T H E  PREPARATION O F  A NATIONAL 
BALANCE SHEET:  EXPERIENCE I N  T H E  

NETHERLANDS 

By the Division of National Accounts of the 
Netherlands Central Bureau of Statistics 

INTRODUCTION 

THE compilation of national wealth estimates and of national 
balance sheets has always been an integral part of the work pro- 
gramme in national accounting of the Netherlands Central 
Bureau of Statistics. However, as will appear from this report, 
the national balance sheets have not yet reached the same stage 
of statistical development as the work on national accounts. In 
this connection, it may be pointed out that national balance 
sheets should be based on a fairly detailed set of sector balance 
sheets and detailed sub-classifications of the components if they 
are intended to be useful for purposes of economic analysis. 
Hence, the basic sources of information from which the esti- 
mates must he derived should be well developed and should 
meet the standards required. 

At present, however, the data available for the compilation of 
the national balance sheet do not quite meet these requirements. 
For example, surveys of consumers' finances have not been con- 
ducted in the Netherlands, and the statistics of the tax on per- 
sonal wealth do not provide a breakdown by types of assets. In 
the field of financial statistics, there is little information on the 
breakdown of bank deposits and other claims by type of holders. 
Statistics derived from the corporate income-tax system are not 
very helpful for the evaluation of national wealth, because 
statistical compilations relate only to profits and certain other 
data, and not to the corporate balance sheets. Available in- 
ventory statistics, derived from various surveys, cover certain 
sectors only, accounting for not more than about 20 per cent of 
the total value of allinventories. No comprehensive statisticalin- 
formation is available on foreign investments in the Netherlands, 
or on Netherlands investments abroad. For all these reasons the 
preparation of national balance sheets encounters many diffi- 
culties. However, a number of sources of information exist which 
permit the preparation of the estimates by a variety of methods. 
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120 INCOME AND WEALTH 

The need for national wealth estimates and national balance 
sheets has arisen from applications in economic analysis and 
from the requirements of economic policy. Some of the uses are 
listed below. Their importance has varied with the changes in 
economic conditions and the problems faced by the Govern- 
ment. 

(a) One of the most important statistical uses is the need for a 
picture of the structure of the national economy that can 
be used in connection with the system of national ac- 
counts, so as to provide, among other things, a back- 
ground for the analysis of current transactions. 

(b) Since financial institutions (life-insurance companies, 
social insurance funds and pension funds, savings banks, 
etc.) have always held a substantial share of total goveru- 
ment debt, mortgages, etc., the need arises to present data 
on the position of these institutions in relation to other 
groups of holders, e.g. households and commercial banks. 

(c) The economic recovery programme, after the devastation 
caused by the War, required measures of changes in the 
total stock of capital goods, by main sectors and by main 
types. 

(d) For analysis of inflationary and deflationary tendencies, 
infomation is needed on changes in primary and second- 
ary liquidities by main sectors and by broad categories, 
i.e. corporations and unincorporated enterprises, financial 
institutions and intermediaries, households, etc. 

(e) Estimates of the average value of fixed assets per person 
employed by main branches of industry are needed in con- 
nection with the country's industrialization programme. 

(f) The estimates are used to calculate the ratio between the 
public debt and the national wealth, the size of the publicly 
owned industries in relation to the private enterprise 
sector, the composition of private wealth, etc. 

Although estimates of total national wealth were made for 
some years in the nineteenth century, and also for several years 
after 1900, they were not sufficiently detailed by sectors to be 
useful for the analysis of economic growth. In 1947 a first at- 
tempt was made to draw up a national balance sheet in its pre- 
sent form, based on the concepts of the national accounts. Later 
it was possible to publish a detailed set of balance sheets, by 
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sector, for 1948 and 1949 and estimates of the consolidated 
national balance sheet in current and constant prices for the 
years 1938 and 1946-52.l 

I. BASIC CONCEPTS A N D  DEFINITIONS 

1. The national balance sheet and the national accounts 
In the Netherlands the national accounts developed out of 

national income and national product estimates. Purely financial 
transactions remained in the background, because it was as- 
sumed that monetary and credit transactions were less im- 
portant than changes in the current demand for goods and ser- 
vices, in expenditure on fixed assets, and in similar 'physical' 
flows which have an immediate impact upon the volume of em- 
ployment. In recent years more attention has been paid to 
changes in claims and liabilities as factors influencing economic 
conditions. Hence, the system of national accounts is intended 
to include balance sheets at the beginning and end of the 
accounting period. The changes in balance-sheet items, which 
may be obtained from a comparison of successive balance 
sheets, are divided into increases and decreases due to trans- 
actions, including capital transfers, and changes due to price 
fluctuations (including revaluations of assets). These trans- 
actions can be presented in the form of a system of accounts 
which, on the one hand, is linked with the existing system of 
current accounts and, on the other hand, with the balance 
sheets. 

As has been mentioned above, the system of national balance 
sheets at present used by the Bureau was published for the first 
time in 1947. With only minor modifications, this system is still 
in use. It has been presented in a summary form in Appendix I 
to this paper. In this system of national balance sheets the 
following sectors are distinguished: 

(i) business enterprises, including public enterprises; 
(ii) government (national and local authorities); 
(iii) banks and other financial intermediaries; 
(iv) insurance funds, including public and private pension 

funds, social insurance funds and life-insurance; 
(v) households and private non-profit institutions; 

(vi) 'rest of the world'. 
1 See the bibliography in Appendix III, Nos. 8 and 14. 
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As in national accounting, the system of national balance 
sheets should be 'articulated', i.e. to each item there should 
correspond an opposite claim or liability on the balance sheet of 
another sector. This principle leads to a peculiar difficulty en- 
countered in the preparation of national balance sheets: eco- 
nomic entities of one sector may require sub-classifications to 
which no comparable sub-classilications of other sectors corres- 
pond because the economic viewpoints of the various sectors are 
different. For instance, the distinction between primary and 
secondary liquidities is largely determined by the intentions of 
the holders of these claims; however, the distinction may very 
well be insignificant to the debtor. Therefore, when choosing 
appropriate sub-classifications, these and other differences must 
be taken into consideration. Secondly, the principles of valua- 
tion may be different for the various holders. For example, 
stock-holders will value the shares they own according to stock- 
market quotations, but in most cases this value will differ from 
the net worth of the corporation. This problem has been solved 
by allocating to the household sector the difference between the 
net worth of corporations and the market value of the shares. 
This is in conformity with the practice in the national accounts 
of allocating undistributed profits to the household sector.' 

The system of the national balance sheet implies that capital 
transactions are classified as such in accordance with the treat- 
ment in the system of national accounts. For instance, since 
death duties are treated as capital transfers in the current 
accounts, they should consistently be treated as changes in 
balance-sheet items. 

Capital goods are classified by main categories and by in- 
dustry of use. The classifications adopted are those of the na- 
tional accounts in the Netherlands. For certain capital-intensive 
industries a further sub-classification is needed. For instance, 
'Transport and communications' is subdivided into sea-going 
shipping, inland navigation, railroads, street-cars and buses, 
other road-transport enterprises, air transport, post office, tele- 
phone and telegraph, etc. 

The sector balance sheets record the stock of capital goods as 
well as claims and liabilities between sectors. The classification 
of claims and liabilities corresponds with the concepts and cate- 
gories usually distinguished on the capital market as well as with 

See Appendix I, explanatory notes, No. 5. 
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the requirements of economic analysis, particularly of monetary 
analysis. Since discussions on methods of monetary analysis are 
still continuing in the Netherlands, modifications may be ex- 
pected in the categories distinguished, particularly in short-term 
holdings by sectors. These developments may also affect the 
standards to be set up for various types of financial statistics. 
The main categories distinguished are indicated in Appendix I. 

Annual estimates are not sufficient for the study of financial 
inter-relationships among the sectors of the economy. The 
analysis of current economic trends requires the preparation of 
quarterly estimates, and some writers have even suggested the 
use of monthly figures. Steps are now being taken to obtain 
quarterly balance-sheet data on a limited number of items for 
those sectors (banking, insurance, business enterprises) for 
which this type of information is considered indispensable. 

2. The concept of capitalgoods 
Capital goods are defined in accordance with the standards 

for capital formation in national accounting. Hence, patents, 
concessions, goodwill, works of art, collectors' items, etc., are 
not included in national wealth; nor are proved but unexplored 
mineral resources included. 

In the national accounts, transactions in used assets and land 
are entered on a gross basis. The transfer costs, brokers' com- 
missions, etc., are treated as a capital expenditure which is 
usually written off very rapidly. The treatment of these trans- 
actions in the national balance sheet should be consistent with 
this procedure. 

In accordance with the present treatment in the national 
accounts for the Netherlands, public buildings, roads, parks, 
bridges, parking areas, subways, and thoroughfares are not in- 
cluded in the published estimates of the value of capital goods. 
Since it is proposed to adopt the definitions recommended by 
the United Nations, preliminary estimates of these items have 
been made and are included in Appendix I1 (B). 

All outlay on military equipment is treated as government 
consumption expenditure; hence the stock of this equipment is 
not included in national wealth. 

In accordance with international conventions for the esti- 
mates of capital formation, durable consumer goods in the 
hands of consumers or owned by private non-profit institutions 
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are not included in national wealth. Here, too, a preliminary 
estimate has been made and is included in Appendix I1 (C). 

Since outlay on small office equipment aud small tools is 
usually treated as a current business cost, the stocks of such 
tools are not included with fixed assets, but with stocks of raw 
materials and semi-finished goods. 

The value of work in process in the electrical and engineering 
industries is treated as part of the stocks of semi-finished goods. 

3. Valuation of assets and liabilities 
For the valuation of assets and liabilities, the principle is to 

estimate the present value of future net incomes and capital re- 
payments. From this, two bases of valuation have been derived, 
which should, in principle, give the same results: 

(a) capitalized net income; 
(b) replacement value. 

For financial claims, market quotations are in practice often 
available and can be considered to give the best approximation 
to the value mentioned under (a). For some claims, no market 
quotations are available; these can be valued by imputing the 
market quotation of similar claims. If this method cannot be 
used, as in the case with some claims between the Netherlands 
and the rest of the world, the estimates are obtained by a direct 
capitalization of the net income from these claims. 

Capital goods, other than land, are valued at replacement cost 
net of depreciation, at prices prevailing at the balance-sheet 
date. The problems involved in determining the replacement 
value of the existing stock of capital goods on the basis of pre- 
vailing prices of new assets are difficult to handle; these pro- 
blems have been solved by the application of various statistical 
methods, some examples of which will be given in Part 11. 

The valuation of capital goods on the basis of capitalized net 
returns has been used only for land. The most serious objection 
against this method is that actual returns represent the joint 
results of several factors of production. Hence, in order to apply 
the method it would be necessary to allocate the returns to the 
various factors of production. Only that part of total returns 
which is allocated to fixed capital should be capitalized. How- 
ever, it is very difficult to establish satisfactory methods for 



valuing the income that should be imputed to each of the 
factors of production. 

In principle, the Bureau does not estimate the value of capital 
goods on the basis of market prices. In monopoly conditions, 
for example, a favourable location of dwellings, market prices 
may differ from replacement costs. In the view of the Bureau, 
domestic monopoly gains do not form part of the (national) 
costs of the assets and are in principle inappropriate for esti- 
mates of national wealth. Market prices may also be affected by 
government regulations. For example, rent controls may have 
the effect of keeping prices of houses low. Or market prices may 
be high if the public expects a further decline in the purchasing 
power of money. 

4. Problems of allocation 
The preparation of sector balance sheets raises problems of 

allocation analogous to the treatment of the corresponding 
'flows' in the national accounts. 

For example, in the national accounts, decisions must be 
taken with respect to the imputation of income earned on the in- 
vestments of life-insurance companies and pension funds. In the 
national accounting systems of the U.N. and O.E.E.C., such in- 
come is imputed to the household sector and included as a form 
of household saving which is transferred to the reserves of the 
life-insurance companies, etc. This treatment implies that in the 
national balance sheet the actuarial reserves of life-insurance 
companies, etc., appear as a liability of the insurance sector and 
as a financial claim of the households sector. However, in view 
of the special character of these reserves, a separate item 'in- 
surance-funds wealth' is introduced in the national balance sheet 
of the Netherlands; this item also appears on the consolidated 
national balance sheet (Appendix I). 

The treatment of the difference between the net worth of cor- 
porations and the value of shares has been discussed above in 
Section 1. 

Co-operatives constitute another case in point. Benefits re- 
ceived by members are usually small and do not provide a re- 
liable basis for valuing the assets of the co-operative. There is 
usually no market for the 'shares' in the co-operatives. In the 
case of producers' co-operatives, dividends usually include 
amounts corresponding to the margin between conventional and 
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prevailing prices, and relate to quantities bought and sold rather 
than to the nominal value of the shares held. In the national- 
income calculations net profits are imputed to members, and 
therefore the entire 'net worth' of the co-operatives is imputed 
to the household sector. This method is consistent with the treat- 
ment of co-operatives in the national accounts. 

Profits attributable to monopoly positions are included in the 
national income and affect the income distribution. However, 
in general, it is not possible to isolate the monopoly element; 
this is another reason why the capitalization method cannot be 
used. 

In the case of unincorporated enterprises it is not possible to 
make a distinction between the assets and liabilities of the enter- 
prise and those of the household. As a practical way out of this 
difficulty, the simplifying assumption has been made that the 
balance sheet for the enterurises as far as nossible shows fixed - .  ~~~~~ 

~ ~~~~ 

assets only, while all financial claims and liabilities are recorded 
directly on the balance sheet of the household sector.' 

11. PROBLEMS OF ESTIMATION 

1. Some notes on statistical measurement 
As explained in Part I, Section 3, the value of capital goods is 

generally estimated on the basis of replacement values. Land is 
an important exception to this rule, because in this case there is 
no replacement value. It could be argued that man-made im- 
provements to land are replaceable, but very often it is impos- 
sible to separate these improvements from the original unculti- 
vated land. It may be concluded that in the case of land, valua- 
tion on a replacement-cost basis is generally not possible, and 
therefore an attempt must be made to determine its value by 
capitalization of the net return at an assumed interest rate. 
Since the return is the result of the co-operation of several 
factors of production, it becomes necessary to determine the 
share of each factor, a problem explained briefly in Part 11, 
Section 6. 

In principle, various methods can be used to estimate the de- 
preciated replacement value of capital goods. To apply some of 
these methods, information must be assembled on the age distri- 
bution and the length of life of the assets. A number of devices 

See Appendix I, explanatory notes, No. 5. 



have been developed to estimate the lengths of life, depending on 
the type of basic data available - annual sales, age distribution of 
assets at one date, or at two dates, total stock at a certain date 
and cumulation over a series of preceding years, total stocks at 
two dates, and annual sales during the intermediate period.' 

In accordance with the basic data which have been used, the 
following methods have been applied or examined to estimate 
the value of capital goods and the other items on the balance 
sheets: 

(a) Capitalization of known net income 
This method is used to make the estimates for agricultural 

land, and the items 3 and 6 of the table given in Appendix I ,  as 
well as for those foreign debts included in the items 11 and 16 for 
which no direct information was available. The difficult problem 
here is the choice of a capitalization factor. 

(b) Multiplication of the number ofphysical units by a known or 
estimated average price or value 

This method has been applied to estimate the values of capital 
goods (other than land) used in agriculture, horticulture and 
forestry, the fishing fleet, the merchant fleet, inland shipping, 
road transport, hotels, restaurants, cafis, etc., and of dwellings, 
bank-and insurance office buildings, hospitals, cinemas, and the 
equipment of the liberal professions. 

The units differ greatly. Prices of readily marketable goods 
have been used as well as more complex data, e.g. the estimated 
value of the investments per bed for hospitals or per seat for 
cinemas. 

(c) Cumulation of net changes in stocks 
This method is used only to estimate the value of inventories. 

This could be done on the assumption that in 1945, at the end of 
World War 11, inventories were at zero. However, a whole series 
of consolidated national balance sheets for the years 1938 and 
1946-52 was also computed by means of this method.= 

A wider use of this method was not possible because the 
necessary breakdown of capital expenditures and depreciation 
between kinds of goods and branches of activity for a sufficient 

' See Appendjx 111, Nos. 17, 18, 19, and 21. 
See Appendlx 111, No. 14. 
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period of years was not available. The uncertainties of this 
method arise from the price indices used, the choice of the 
periods of average economic length of life, and the errors in the 
available investment and depreciation figures, especially for the 
earlier years of longer periods. 

(d) Data from balance sheets, Jinancial reports, expert findings, 
statistical publications 

This method is used for all capital goods not mentioned under 
(a), @), and (c), and the items 2,7-18,20,21, and 23 of the table 
given in Appendix I. 

Balance sheets and financial statistics have been frequently 
used to ascertain and allocate the claims. The balance sheet of 
the Government will be discussed hereafter. The use of the 
balance sheet of electricity works will be mentioned in Section 4. 
Expert findings that have been used include, for example, the 
values of investments per man in the different branches of manu- 
facturing industry. 

Balance-sheet figures are also used, for retail trade and handi- 
crafts, to estimate the values of structures and the value of the 
share of these industries in total inventories; estimates of the 
value of their equipment could be based on the results of in- 
quiries. For wholesale trade, the estimates of all capital goods 
had to be computed from balance-sheet data; in this group the 
balance-sheet information was scarce. Balance-sheet data are 
also used to estimate the value of the capital goods of local 
authorities; municipal dwellings, however, which represent by 
far the largest item, are estimated by using method (b). For 
practically all the above-mentioned categories, for which bal- 
ance-sheet figures are used, the balance-sheet values had to be ad- 
justed to conform to the right standards. This required the use of 
price indexes and quantity relations. The age distributions of the 
stocks of capital goods could in these cases be estimated bnly on 
the basis of limited information and of general assumptions as to 
their growth. 

(e) Accounting for the residual item of a closed system 
This method is used for the items 5, 19,22,24, and 25 of the 

table given in Appendix I. Where the methods used result in 
estimates of gross replacement values, an additional computa- 
tion of net values is required. The estimates of total depreciation 
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are in some cases based on fairly accurate computations of the 
age distribution and the average length of economic life of the 
capitd goods concerned. Examples of this will be found in the 
following paragraphs. Often, however, estimates based on ex- 
pert information must be employed. 

(f) The census valuation method 
This has not yet been applied in the Netherlands because 

available census data do not include information on assets. 

(g) The estate multiplier method 
This has been used to prepare estimates of national wealth 

before the war. The method is not very accurate because differ- 
ences in mortality rates of the various socio-economic popula- 
tion groups could not be taken into account. 

(h) Tax assessment data and other o@cial values 
These were not found useful, mainly because basic data are 

collected for administrative purposes' and are not suitable for 
statistical compilation. 

As already mentioned, most financial claims and liabilities are 
estimated by means of balance-sheet data and available financial 
statistics, such as banking statistics, statistics of life-insurance 
companies, public and private pensionfunds, savings banks, the 
postal cheque and clearing service, etc. For most of these institu- 
tions, annual balance-sheet data are collected on a uniform 
basis. A serious omission is the absence so far of sub-classifica- 
tions of depositors and debtors, consistent with the sectors used 
in national accounting, in the otherwise rather complete statis- 
tics of the commercial banks. However, for the government and 
insurance funds sectors and for the non-commercial banks, de- 
posits and debts can be estimated independently, whereas the 
allocations to the other sectors can be based on the findings of 
banking experts. 

For a number of years, the Ministry of Finance has published 
a State Balance Sheet as an appendix to the annual budget. The 
primary purpose of this balance sheet, which shows the assets 
and liabilities of the Central Government, is to give information 
supplementary to the budget. Its classifications therefore do not 
coincide with those of the national accounts. However, since the 
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other concepts and definitions used do not differ greatly from 
the concepts of national accounting, it is a very useful source of 
information for the national balance sheet. 

The assets include all short-term deposits and advances, in- 
cluding taxes payable, all long-term loans and advances, and in- 
vestments in government enterprises. The assets of government 
enterprises - comprising the state-owned coal-mines and chemi- 
cal works, the state railways, the postal, telegraph and telephone 
services, the postal cheque and clearing services, the Central 
Bank of the Netherlands, the Royal Dutch Airlines, and some 
minor enterprises - are estimated at depreciated replacement 
value. Real estate includes all public buildings, roads, bridges, 
etc., of the national government and all military equipment and 
stocks of materials. The method implies that depreciation of 
government assets is entered as a separate item on the govern- 
ment current account. 

Liabilities include all long-term and short-term debts of the 
Government, domestic as well as foreign. Assets and liabilities 
(i.e. actuarial reserves) of the pension funds for government em- 
ployees and of social-insurance funds are included, but only at a 
notional valuation. 

Because of gradual improvements in methods of valuation 
and various changes in the presentation, the State Balance 
Sheets are not strictly comparable over time. 

Although most balance-sheet items for local authorities are 
available, they have not yet been collected in the form of a 
balance sheet. Moreover, the valuations of capital goods given 
are not based on replacement costs. Classifications consistent 
with the system of national accounts had to be obtained from 
other sources. 

2. An estimate of the value of the Netherlands rnerc1zantJleet.l 
The value of the merchant fleet at 31 December 1952 is esti- 

mated on the basis of the following data: 

(a) The age distribution of all ships at 31 December 1952 
according to Moorman's Jaarboelc voor Scheepvaart en 
Scheepsbouw, 1953, a shipping yearbook which gives the 
tonnage and the year of construction of all sea-going 
vessels under the Netherlands flag. 

' See Appendix ID, No. 18. 
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(b) The construction costs of five major types of ships (pas- 
senger ships, freighters with passenger accommodation, 
freighters, tankers, and coasters), per gross register ton as 
at 31 December 1952. This information has been supplied 
by experts in the Ministry of Transport and Waterways 
and in the shipbuilding industry. 

(c) Depreciation rates of ships. This information is not im- 
mediately available, and therefore estimates had to be pre- 
pared by means of calculations of the average length of 
life of merchant ships. 

The first method of estimating the average length of life is 
based on the identity: 

B + T - A = E ,  

in which B  = tonnage of ships at the beginning of the period; 
T = tonnage of ships purchased during the period; 
A  = tonnage of ships sold to abroad and sold for scrap 

in the Netherlands and ships lost; 
E  = tonnage of ships at the end of the period. 

If during the period considered A = B, or T  = E, then it may 
be stated that under certain simplifying assumptions the average 
length of life of the ships is approximately equal to the length of 
the period considered. If the two identities are not fulfUed, then 
the average length of life may be estimated by multiplying the 
length of the period studied by the ratio B : A  or E:T. The 
average of the two figures found may be accepted as the final 
estimate. 

The main statistics are shown in Table I. 

T A B L E  I 
Statistics of the Netherlands Merchant Fleet 1923-39 

000's G.R.T. 

Total tonnage 1 January 1923 . . . . 2,390 
Total tonnage 1 January 1939 . . . . 2,630 
Total tonnaee 1 Januarv 1940 . 2 752 

Cumulative changes 1923-39 
Purchases . . . . . . . 2,228 

Willrdrawals 
Wrecked . . , . . 168 
Sold or scrapped . . . . 1,685 

- 1,853 
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According to the figures in Table I: 

B = 2,390, A = 1,853; average length of life 2,39011,853 x 17 
= 21.8 years. 

E = 2,752, T = 2,228; average length of life 2,75212,228 x 17 
= 21.1 years. 

If the year 1939, which marked the beginning of the War, is 
omitted, the averages are slightly higher, viz. 22.8 and 22.2 
years. 

The method cannot be very accurate, because the numbers of 
ships purchased and sold are small, and ships vary greatly as to 
type, equipment, size, and speed. All these factors affect the 
length of life. It is not possible to carry out computations for the 
major types separately because the numbers are too small. 

TABLE I1 
Replacement Value of the Netherlartds Merchant Fleet, 

31 December I952 

G.R.T. 
(000's tons) 

Total. . . 1 3,077 / 1 4,219 

The method is based on the assumption that the oldest ships 
are sold first. This assumption is not essential for the second 
method of estimation, which for this reason appears to be more 
realistic. For this second method, all ships sold or scrapped 
during the period are classified by age groups. The mode of the 
resulting frequency distribution is supposed to be a good ap- 
proximation to the economic length of life. Frequency distribu- 
tions of lengths of life have been constructed separately for 
ships sold and scrapped, for the two categories combined, and 
for the periods 1923-30 and 1931-38, as well as for the entire 
period 1923-38. Because of the War losses in 1940-45, and the 

BgA:ig 
(guilders 
per ton) 

I 

Gross 
Replacement 

Value 

rmllders) (million 

1,960 

1,226 
1,073 

828 
1,328 

Passenger ships . . . 
Freighters with passenger ac- 

commodation . . . 
Freigktters . . . . 
Tankers . . . . 
Coasters . . . . 

--.. -. . ., 

1,904 

965 
639 
413 
298 

971 

787 
595 
499 
225 



recovery thereafter, the data for the period 1948-53 cannot be 
used, since this period cannot be considered normal. 

The results obtained by the two methods are, however, in 
close agreement. Hence, an economic length of life of twenty 
years is accepted as the final estimate. This figure is in line with 
the standard for the economic length of life for merchant ships 
mentioned in the literature, although the technical length of life 
is somewhat longer. 

T A B L E  111 
Estimate of the Value of the Netherlands Merchant Fleet, 

31 December 1952 

Total . 1 3,077 1 4,219 1 - 1 2,337 

It  is assumed that for the merchant fleet as a whole, deprecia- 
tion rates are a constant percentage of the gross replacement 
value. A further simplifying assumption is that for the merchant 
fleet as a whole, major repairs, which materially lengthen the 
life of ships, are almost evenly distributed over the years. 

The scrap value of a ship depends greatly on market con- 
ditions. As an average, it has been estimated that the scrap 
value of a ship represents 15 per cent. Hence, the maximum 



134 INCOME AND WEALTH 

depreciation is 85 per cent. This percentage has been applied to 
all ships which on 31 December 1952 were more than twenty 
years old. 

3. An estimate of the value of all dwellings 
The methods used to estimate the total value of all dwellings 

are similar to those used for valuing the merchant fleet. For the 
estimation of the average length of life of dwellings, only the first 
method of Part 11, Section 2, could be used. (A period is cal- 
culated for which the stock of dwellings at the beginning of that 
period = number of dwellings demolished during that period; 
or the number of dwellings built during the period = stock of 
dwellings at the end of the period.) 

The development of the stock of dwellings has been recon- 
structed as far back as 1830. Since the growth of the stock of 
dwellings is more gradual than that of ships, and since Auctua- 
tions in the volume of residential building are much less pro- 
nounced, it is believed that the results of this method are more 
accurate than the estimates obtained for the shipping fleet. 

The figures of Table I indicate that over a period of 120 years, 
after allowing for the destruction caused by acts of war in 1940- 
45, the number of houses demolished was roughly equal to the 
existiilg stock in 1830. The number of houses built between 1830 
and 1950 is approximately equal to the housing stock on 31 
December 1950. The conclusion is drawn that the length of life 
of houses was approximately 120 years. Since the period of ob- 
servation is very long, it is difficult to state whether the figure 
found is applicable to houses built in recent years. There are 
reasons to believe that in the near future housing standards may 
continue to rise, resulting in a higher rate of depreciation of 
existing houses. If this assumption is correct, then it would be 
justified to adopt a shorter length of life, e.g. 100 years instead 
of 120 years. Therefore the calculations have been based on an 
average length of life of 120 years for houses built in 1830-40, 
which declines gradually to 100 years for houses built in 1930. 
As in the case of ships, annual depreciation rates are assumed to 
be a constant percentage of replacement values. 

The age distribution of houses on 31 December 1950 has been 
derived from annual construction data in previous years. The 
value of all houses is found by applying the depreciation rates to 

' See Appendix III, No. 17. 
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this distribution. The results are summarized in the following 
table: 

TABLE I V  
Age Distribution, Average Age, and Depreciation of all Dwellings 

in the Netherlands on 31 December 1950 

The value of all dwelling units on 31 December 1950 is ob- 
tained on the basis of the replacement value, i.e. the average 
building cost, which amounted in 1950 to 10,500 guilders per 
dwelling unit. This leads to the following results: 

billion guilders 
Gross replacement value . . (2,230,000 x f. 10,500) 23.4 
Depreciation . . . . (874,500 x f. 10,500) 9.2 

- 

Period of 
COnsvuction 

1830-39 . 
184049 . 
1850-59 . 
1860-69 . 
1870-79 . 
1880-89 . 
1890-99 . 
19W-09 . 
1910-20 . 
1921-30 . 
1931-40 . 
1941-50 . 

Net value on 31 December 1950 . . . . 14.2 

4. Aiz evaluation of the fixed assets of electricity works' 
The study represents an attempt at an evaluation of the fixed 

assets of all electricity works in the Netherlands. The electricity 
works are all government owned, and comparable statistics 
based on detailed questionnaires are published annually by the 
Central Bureau of Statistics. However, the basis of valuation of 
the assets adopted by the electricity works is not, in general, in 
accordance with the concept of replacement value net of depre- 
ciation. The only exception, so far, is the annual report by the 

' See Appendix 111. No. 19. 

Stock of 
~ ~ ~ l l i ~ ~ ~  

by Pedod of 
Construction 
(thousands) 

(1) 

77 
68 
96 

116 
135 
125 
164 
189 
177 
455 
414 
214 

Average Age 

31 Dec;;ber 
(years) 

(2) 

115 
105 
95 
85 
75 
65 
55 
45 
35 
25 
15 
5 

De;;zon 
(%I 
(3) 

0.83 
0.85 
0.86 
0.88 
0.90 
0.92 
0.93 
0.95 
0.97 
0.98 
1.00 
I .M) 

Accumulated 
Depreciation 

31 Ilgo:ber 
(thousands of 
dwelling units) 
(1) x (2) x (3) 

73.5 
60.7 
78.4 
86.8 
91.2 
74.8 
83.9 
80.8 
60.1 

111.5 
62.1 
10.7 
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electricity company of the province of Friesland, which has 
based its depreciation allowances and valuation methods on 
very much the same concepts as those used in national account- 
ing. On the basis of the available information for the electricity 
company of Friesland, national totals may be obtained by 
means of various technical coefficients derived partly from data 
on the physical assets of all electricity works shown in the annual 
electricity statistics published by the Central Bureau of Statistics, 
and partly from the annual report of the electricity company in 
Friesland. This material also permits certain internal checks on 
the estimates obtained, because the totals so derived should 
agree with the totals published. 

The detailed data on technical equipment published in the 
annual reports of the company of Friesland and in the national 
statistics permit the use of a number of factors for 'blowing up' 
the data for Friesland. Allowance had to be made for the fact 
that the average age of its equipment is less than the national 
average. Although it is not certain that the electricity company 

TABLE V 
Technical Ratios for the Netherlands and Friesland, 

31 December 1952 

Steam generation Capacity of boilers in 
megawatts 

power generators in mega- 
watts 

works; transformers 

Fries- 
land 

/ Nether- 
lands 

- 
Ratio 

of Friesland is typical of the country as a whole, it is believed 
that the factors chosen for 'blowing up' have resulted in reason- 
ably reliable estimates because of the satisfactory outcome of the 
checks on certain totals obtained. 

Table V shows the technical ratios derived from available 
data for the Netherlands and the electricity company of the pro- 
vince of Friesland. 

The figures of replacement values and original cost in Table 
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VI have been obtained by multiplying the data for Friesland by 
the ratios shown in Table V. In calculating the total depreciation 
percentages by groups of assets, account has been taken of the 
differences in age between equipment for the Netherlands as a 
whole and the equipment of the electricity company of Fries- 
land. The original cost estimates for the Netherlands as a whole 

TABLE VI 
Ertimated Value of Electricity Worlcs in the Netherlands, 

31 December 1952 

Technical Unit 

a a l e  of a I / / 
technical units . 3,500 2,080 1,825 

Central station: 
Steam generation . 
Generation of elec- 

tric power . 
General equipment 

Total . . 
Feeding, distribution, 

and low-tension net- 
works; transformers 

Meters and meter-ser- 
vice . 

Other equipmeit 

(Table VI; 1,825 million guilders) can be checked against in- 
formation from other sources on total original cost of electricity 
works in the Netherlands (1,880 million guilders). 

Gross 
Replacement 

Value 
(million 
guilders) 

5. The value ofjixed assets in agriculttrre 

Capital goods in agriculture include the following assets: 

Total 
Deprecia- 

tion 
(%) 

455 1 56 

(a) farm buildings, excluding farm dwellings; 
@) machinery and equipment, transport vehicles; 
(c) livestock. 

200 

115 
60 

375 

1,430 

125 
150 

285 
85 

825 

2,190 

225 
260 

Stocks of fertilizers, fuels, etc., and standing crops are not in- 
cluded in the estimates. The calculations relate to agriculture 
and exclude horticulture. 

See Appendix 111, No. 21. 

Net 
Replacement 

Value 
(million 
gu~lders) 

245 

160 
50 

455 

1,125 

110 
135 

60 
30 

55 

35 

45 
42 

Original 
Cost 

(gross) 
(million 
gurlders) 
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As stated in Part I, the value of the fixed assets is estimated on 
the basis of replacement values minus depreciation. 111 general, 
the basic data are derived from surveys providing information 
on replacement values of farm buildings per hectare of farmland, 
for various types of farms. This information is supplied by the 
Ministry of Reconstruction and Housing. Data on accumulated 
depreciation are derived from information on the age dis- 
tribution of farm buildings for a stratified sample of farms 
collected by the 'Landbouw Economisch Instituut' in 1955. 
The average life of farm buildings has been estimated at 125 
years. The results of the calculations for the end of 1952 are as 
follows: 

- .  
Total 

Type of Farm 

Arable farms . . . . 
Pastoral farms . , . . 
Mixed farms . , . , 

Total . . . 

The amount of machinery and equipment purchased in 
1951 and 1952 has been derived from import statistics, etc. 
Rates of depreciation have been derived from information on 
the length of life and the age distribution of various types of 
machinery. 

The value of livestock has been estimated on the basis of the 
annual census of agriculture of the Central Bureau of Statistics 

Larrdbou~vciifers 1953 (Statistics of Agriculture), p. 51, Landbouw-Econo- 
misch Instituut (in Dutch). 

Censrrs of Agrinilture 1950, I1 (in Dutch). 
'Census of Agdculture of December 1952', published in Statistics of Agri- 

culture 1952 (in Dutch). 

The 'Landbouw Economisch Instituut' has published esti- 
mates of the replacement value of machinery and equipment as 
of 31 December 1952,' based on an inquiry carried out by the 
Central Bureau of Statistics in 1950.= 

Million guilders 
Tractors . . . . , . 258 
Tools and implements. . , , 1,418 
Transportequipment. , . , 399 
Engines. etc. . , . . . 17 

Total Area 
(hectares) 

597,000 
451,400 

1,181,100 

2,229,500 

Total Value 
(million guilders) 

490 
520 

2,120 

3,130 
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and average prices per animal. The results for 31 December 
1952 are as follows: 

Livestock Number Value I (thousands) / (million guilders) 

The calculations of the total value of capital goods used in 
agriculture at 31 December 1952 may be summarized as follows: 

Billion guilders 
(a) Farm buildings, excluding farm dwellings . . 3.1 
(b) Machinery and equipment, tools, implements and 

transportvehlcles , . . . . 1.3 
(c) Livestock . . , . . . . 2.6 - 

T o t a l .  . . . . . 7.0 

6. Estimates of the value of agricultural land 
As has been explained in Part I, replacement values are ac- 

cepted as the basis for estimating national wealth. Since in the 
case of land it is impossible to determine a replacement value, 
the capitalization method must be used, despite its theoretical 
and statistical disadvantages. 

Because of government controls of prices and rents of farm 
land, actual transactions do not give the right valuations, nor 
can rents be used as a basis for determining the returns from 
land in the post-war period. Market prices of farm land are in- 
fluenced by the great scarcity of land in the Netherlands, and by 
the desire of purchasers to protect themselves against a possible 
decline in the purchasing power of money. Hence, market prices 
cannot be used as a basis for estimating the total value of agri- 
cultural land. 

In order to estimate the value of agricultural laud, the net 
returns must be determined on the basis of available data about 
gross value of production less costs of fertilizers, seeds, fodder 
and other materials, fuels, depreciation allowances on farm 
buildings and equipment, paid wages and imputed wages for the 
farmer and the unpaid labour of members of his family. Since 

See Appendix 111, No. 20. 

Cows . . .  
Pigs and hogs . . . 
Horses . . . 
Sheep . . . . 
Chickens . . . 
Ducks . . . . 

Total. . . 

2,734 2,061 
2,259 

241 
383 

15,709 
337 

262 
204 

38 
63 

1 

2,629 
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the purpose of the study is to determine the value of farm land, 
excluding all buildings, an imputed interest for farm buildings 
and equipment should also be deducted. The calculations in this 
paragraph relate to land in agriculture and exclude horticulture. 

The necessary data are derived from annual surveys of finan- 
cial results of fanns collected by the Landbouw-Economisch In- 
stituut. These surveys relate to a number of farms under efficient 
management, producing under average or near-average condi- 
tions. The value of production and the operating costs are esti- 
mated on the basis of objective norms, which in principle are 
consistent with economic concepts. There norms are adhered to 
as strictly as possible. 

In order to eliminate the effects of short-term fluctuations in 
returns, averages for a five-year period (1948-52) have been 
computed. The average returns have been capitalized assuming 
an interest rate of 3 per cent. However, alternative computations 
based on interest rates of 4 and 5 per cent, and on slightly higher 
rates for the imputed wages of the farmer, have also been made. 
The main results, based on an interest rate of 3 per cent and 
averages for the period 1948-52, are as follows: 

Average Net Value of 
Return Farm Land Total V?lue 

Type of Farm (per hectare in (per hectare (billion gmlders) 
/ - guilders) I -guilders) I 

Arable farms 13,400 8.0 
7,300 

Mixed farms ' . 37 1,200 1.4 

Netherlands . I 173 / 5,700 1 12.7 
~ 

I This group includes the smnll-holdings in the less-fertile regions, whiulh 
greatly retluccs the average net returns per lheclare for this typc offanns. 
' Weighted avcrdges. 

To assume slightly higher inputed wages for the farmer cannot 
greatly affect the results, as the following figures show: 

Arable farms 165 
Pastoral farms : j 366 
Mixed farms . 647 

T~~~ of F~~~ 
Entrepreneurial 

wages: (imputed) 
(per hectare in 

guilders) 

Net Returns per Hectare in 
guilders. Assumed increases in 
imputed entrepreneurial wages 

0% 1 10% 1 20% 1 30% 



111. F I N A L  REMARKS 

The work on the national balance sheet in the Netherlands 
after the War was at first mainly confined to the formulation of 
concepts and the development of the system. In recent years 
more attention bas been given to statistical problems. In the 
previous sections both subjects have been discussed. In this 
concluding section something will be said about the present 
situation and future expectations. 

On theoretical concepts, the point of view of the Bureau has 
remained unchanged. The national balance sheet forms an 
integral part of the system of national accounts, and is therefore 
based upon the same concepts and definitions as the current 
accounts. The contemplated changes in the accounts - accept- 
ance of international standards and extension of the system into 
financial flows - will therefore automatically influence the pre- 
sentation of the national balance sheet. 

The main statistical problems are the scarcity of basic data 
and the diiculties encountered in the interpretation of those 
which are available. In this respect, the valuation of capital 
goods presents especially serious problems. The balance-sheet 
valuations of capital goods of enterprises in the Netherlands are 
generally based not on the cost-accounting principles used in the 
national accounts, but on rather heterogeneous considerations. 
In general, it is difficult to use this material for the purposes of 

~~ - 

national accounting. 
There is, however, a growing interest in enterprises in balance- 

sheet figures conforming to the standards of national account- 
ing. There is a growing conviction that such figures are indis- 
pensable for sound cost accounting; the central government has 
introduced these methods for government enterprises, and some 
large private enterprises now use them. As material of this kind 
becomes available it will be possible to arrive at better estimates 
for certain branches. The example of the electricity works shows 
what is meant here and what can be achieved. In addition, it is 
proposed to include in current or newly planned statistics addi- 
tional questions relating to the quantities and prices of capital 
goods. 

The valuation problem is less serious for financial claims, 
since the valuations needed are either used in the available 
sources or can be derived from them. In this case, more basic 
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data are available, while the planned development of a system 
of financial flows will tend to fill the main gaps. New statistics 
will include data about the financial items in the balance sheets 
of corporations; statistics of savings will provide the same kind 
of information for wage-earners and for non-corporate enter- 
prises. When this information is available, the problem of in- 
cluding the financial claims of non-corporate enterprises in the 
household sector can be solved more satisfactorily. 

It should be borne in mind that national balance-sheet items 
should give valuations of future returns and repayments; the 
problems connected with these valuations cannot be solved by 
merely collecting statistics; to a greater extent than in other 
fields of economic research, the statistician must base his esti- 
mates on expert opinion. 



APPENDIX I 
THE SYSTEM OF THE NATIONAL BALANCE S H E E l  

27. National wealth 

Se~tor  Balana Shffits 

Govern- Inrur- Housc- Rest %z! BmkSl merit 1 funds an- 1 ho,d$ 1 ofthe 
World 

g;:i 
! 
Sheet 

1 

c0"soli- 
dated 

Balancc 
Sheet 

1 
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ExgIanotory rroles (continusd) 
10. War-d?msgcclaims. AUclaim far war-damagc on thc Govoinmont and Netherlmdr insuranca 

inslitut~onr. 
Il. Long-term debts. Includes ?U debls ~ 0 ~ ~ i i n g  periods longer than the current period of one 

year whlch havc not been swcn soparateiy. 
12. Treasury bills. Includcr all trsnsferablc shorbterm papor issued an behalf of the Treasury. 
13. Savings banks. Includes 41 savings deposits with bank.. 
14. Money. AU Nethcrlandr coin and fiduciw money, including credits with the Netherlands 

moncy-creating institvtionr. 
IS. Gold m d  foroisn exchange. Includes 111 asrfts m d  linbilitics comprised in thc gold and ex. 

change holding of thc Netherlands Ccntral Bank. 
16. Shon-fcrm debts. lnclvdcs all debts covcring periods of one year or less which havc not been 

given ssprrrtely. 
17. Counterpart to coin and currency not-. This boak-item accounts for the inclusion of all 

money issued by the Govoinment lnthsaecfar banls. 
18. D~ferr* lirbiiitlcr and advan- Payments. AU paymcntr dsfcired or advanced on cuircnt 

1raNPCtLO"I. 
19. Net yaith of public eorporrtioar. Thin Is thc cloringitsm of the balance shcot ofoubliccor. 

APPENDIX I1 
NATIONAL WEALTH OF THE NETHERLANDS 

O N  31 DECEMBER 1952 
Billmn gulldcrs a t  current p r i a r  

All dwcllng. a Lrnd :ncluCcd: harhourr of Amsirrd?im and Roucrdrm oncludrd. 
a Forc5lry rncludid a Sosbn seeds and sraxrng crop mcludcd. ' Not lncludcd in ihr r)slcm of nrlionli brllncc stccrs oflhc Ncrbcrllnds; 8. 2nd C.2 arc rough 

CIIlmllCl. 

A. Entsrprire. . . . .  total 
I. Repraducible aksts . . .  total . .  1 . S f r u ~ t u n r .  . t o t a l  

(a) D w d l i n g ~  . 
(b)Agric$tuml . . , 
(F) 0th01 . . .  

2. Equipment . t o t i  
(a) ~ s i c u ~ t u r i l  : , . 
(b) Othcr . 

3. Inventoricr . .  total 
(a) Livestock . . . .  
(b) S~andingfimber . . 
(=I Olher nsiculturai* . , 
(d) oeec 

11. Nan-re~roducible ssr;fr: lrhd : t o t i  
(a) Asicvlturnl . . . .  
(b) Forest . . . . .  
(4 Other . . . . .  

6'. (Governlent) . . I 
I. Rrnrodrrcible o&ts : . . tofol 

I .  S,ruc,"rcs . . . . .  
2. Equipn!nnt. . , . . 
3. In,~mfories 

I. Non-renrprad,rcible osss;r: lonh : tor$ 

C. (Consvrner dornbles) . .  tola1 
I. Possangar cars and other vabicles . 
2. 0 . 

D. Forclgn assets . . .  t o t4  
1. Monetary metals . . 
2. Ofher net foreign arretr . : 

Uodopre. 
cirted 

113.4 
97.0 
53.4 
30.1 

5.1 
18.2 
33.0 
2.8 

30.2 
10.6 
2.6 
0.8 
1.4 
5.8 

16.4 
13.1 
0.2 
3.1 

(24.0) . . . . . . . . . . 
(33.3) 

0.3 
33.0 

8.1 
2.2 
5.9 

Depre- 
ciated 

78.4 
62.0 
32.5 
18.3 
3.1 

11.1 
18.9 

1.5 
17.4 
10.6 
2.6 
0.8 
1.4 
5.8 

16.4 
13.1 
0.2 
3.1 

(12.0) . . . . . . . . 
. . 

(24.2) 
0.2 

24.0 

8.1 
2.2 
5.9 

Dc~reci i t td  , 
Undepreciared' (%) 

- - 
61 
61 
61 
61 
57 
53 
58 

100 
100 
100 
100 
LOO 
100 
100 
100 
100 

(50) . . . . . . . . . . 
y;) 
73 

100 
100 
100 
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