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Men usually eugage in business to obtain, in the long run, greater
command over goods and services than they had when they entered
business and not, as a rule to vie with one another for greater relative
shares in whatever general economic goods the community may happen

later to have. Business is not a race or a game to acquire more goods
and services than others have, on the average, acquired.
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Maintenance of Real Capital
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Maintenance of real capital, a refinement over the other methods,
assures preservation of invested purchasing-power possibilities and
means that the capital of the enterprise can continue to possess its
initial, original degree of influence over the whole economic system.
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*“ Without adjustment of the figures the income statemeni suffers
from price-level changes by the lack of comparability of the account-
ing figures, from the failure of depreciation and similar costs to reflect
the current price level and therefore to be comparable with the current
revenue figures and from the resulting diminished significance of the
reported net income. The Balance-sheet also suffers from lack of
comparability of the various items ”.
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The council cannot emphasise too strongly that the significance of
accounts prepared on the basis of historical cost is subject to limita-
tions, not the least of which is that the monetary unit in which the
accounts are prepared is not a stable unit of measurement. In
consequence, the results shown by accounts prepared on the basis of
historical cost are not a measure of increase or decrease in wealth in
terms of purchasing power, nor do the results necessarily represent

the amount which can prudently be regarded as available for distribu-
tion, having regard to the financial requirements of the business ”.
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“ General tendency of the dollar to vary in value or significance
as to its purchasing power or command over services and commodities
can be eliminated by the application of general price-level index to
the results obtained by conventional accounting methods.
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“The effects of price level changes should be disclosed as a
supplement to the conventional statements. In the suplementary data,
all elements of the financial statements (e.g., balance-sheet, income
statement, analysis of retained earnings) should be restated by means
of a single index of the general price level as of the balance-sheet date
so that all the financial data will be expressed in terms of dollars of
the same purchasing power.”
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A Tentative Set of Broad Accounting Principles For Business
Enterprises
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