TIME, A FORM OF WEALTH

             Often people speak of value of time. Some say that time is a precious wealth. Management accountants, while explaining the concept of Internal Rate of Return, describe the concept  “Time value of Money”. Is time a form of wealth? If so, can this be proved scientifically?  An attempt is made here to prove this hypothesis on known laws of science.

              What is wealth? To define wealth, Law of Conservation is the best guide. What is Law of Conservation? One must have heard of Law of Conservation of Mass and Law of Conservation of Energy. Matter and energy cannot be destroyed nor are they created. They can be changed from one form to the other. Unfortunately, no one has defined Law of Conservation of Wealth. One cannot imagine any economic law or theory proposed by classical economists that is not based on Law of Conservation. All classical theories of economics have their roots firmly grounded in Law of Conservation. Entire gamut of Double entry Bookkeeping is based on this Law of Conservation. One cannot create a debit or a credit without corresponding credit/debit. Assets and liabilities should match. Receipts and payments are made to be equal. Profit and loss statement is made to match. In economics also examine the following, Income = savings + expenditure: Value of demand in money terms = value of supply in money terms at equilibrium: value of demand in commodity terms = value of supply in commodity terms at equilibrium. Are they not based on Law of Conservation? One can prove Law of Conservation using doctrine of Mathematics. In algebra one knows that 2a can be added to 5a and the result is 7a. Similarly one can subtract 2a from 5a and the answer is 3a. Assume that “a” is wealth and “b” is non-wealth. Can one add 2a and 3b? Can one subtract 3a from 7b? No. Can one add 3km and 5kg? Can one subtract 3gm from 7m? No. WEALTH ONLY CAN BE ADDED TO/SUBTRACTED FROM WEALTH AND HENCE WEALTH CAN NEITHER BE CREATED NOR BE DESTROYED BUT CAN BE CHANGED FROM ONE FORM TO ANOTHER. This is Law of Conservation. Law of Conservation is the cause and Law of Equilibrium is the effect. Neither Law operates in isolation.

              Economists define wealth as one that has “Value in Use” and “Value in Exchange”. Accountants in the financial statements show items like depreciation, loss, goodwill, etc., that may/may not have “Value in exchange”. As proved above mathematically, wealth only can be added to/subtracted from wealth. Why are these items (loss, depreciation, goodwill) added or subtracted to/from other forms of wealth? Why are they expressed in units of wealth? What are the units of non-wealth? The above discussion is conclusive to prove that wealth may or may not have “Value in exchange”.

                Coming to the definition of wealth, one can say that wealth is one that should have units and the one that can be changed to other forms of wealth. In this pretext, let us examine whether time fulfils the conditions to qualify as wealth.

                To start with, one must understand the objectives of study of economics. In economics, one finds terms “Wants” and “Means”.  What are they? Wants are the goods and services that an economic entity wants to acquire or possess. Means are the money and money related forms of wealth that help the entity to acquire these wants. Wants and means are forms of wealth. The objective of study of economics is to maximize satisfaction with limited or available means. According to Law of Conservation, Value of Wants = Value of Means. What if wants are more and means are few? Conversely what will happen when means are in excess of wants? How will the economic entity attain equilibrium? How does this Law of Equilibrium operate in Economic or Wealth systems? Is it similar to the process found in systems of matter and energy?

             When hot water is mixed with cold water, heat moves from hot water to cold water till such time that the temperatures of both waters equalize. Similarly, when a tube of a vehicle punctures, air from the tube moves out. The above processes ensure equilibrium in systems of matter and energy. When two systems of different concentration/level of matter/energy are connected to one another, matter/energy moves from higher concentration to lower concentration till such time that equilibrium is reached. For movement of matter/energy, quantity of matter/energy is not important but level/concentration is important.  

             To attain equilibrium, wealth must also move from higher concentration to lower concentration. Equilibrium cannot be reached if wealth moves from lower concentration to higher concentration or at random. One must understand the concept of concentration. When one says 5% sugar solution one means that 5g sugars is dissolved in100g water. Similarly when one says price of potato as Rs.10 per kilogram there are two forms of wealth involved here. Rs.10 refers to money and kilogram of potato refers to wealth in the form of potato. Let us see whether wealth moves from higher concentration to lower concentration taking an example.

             Rs.10 (Wealth in the form of money)                   Rs.12 (Wealth in the form of money)

-------------------------------------------------------              ---------------------------------------------------

   Kg potato (Wealth in the form of commodity)               Kg potato (wealth in commodity form) 

                             MARKET A                                                                     MARKET B

One notices that wealth in the form of money is more concentrated in Market B as Rs.12 is more than Rs.10. Money (or buyers) move from Market B to Market A. Potato is more concentrated in Market A than in Market B as 1/10 is more than 1/12. Therefore potato or commodity moves from Market A to Market B. This process goes on till prices at both markets equalize or in other words till equilibrium is reached.

                 One must remember that Law of Conservation and Law of Equilibrium operate jointly. The former is the cause and the latter is the effect. 

                 Proceeding with the discussion on Wants and Means, let us observe the impact of above laws when means and wants are unequal. When wants are more and means are few, any of the following measures will be undertaken by the economic entity to ensure equilibrium. When wants are more and means are few, the economic entity may adopt any or all of the following:

A) Cheaper wants substitute costlier wants:

B) Present wants may be changed to future wants:

C) Future means may be cashed or future means may be changed to present means: Loans and credit purchase are the examples of conversion of future means into present means. One would be repaying these loans or credit purchase from future means.

Similarly when wants are few and means are more, the economic entity may adopt any or all of the following:

A) Costlier wants substitute cheaper wants:

B) Future wants may be changed to present wants: Wants that are not of immediate use may be bought or satisfied.

C) Present means may be changed to future means by depositing money in banks in the form of term deposits or purchasing assets of use in the long term etc.

Wants and means are forms of wealth and hence one must remember that they are neither created nor are they destroyed but are changed from one form to another.

             From the above discussion, it is clear that time and wealth are related to one another. Is time a form of wealth? Does time fulfill following conditions to classify for wealth.

1) Can time be expressed in units? Yes. Time has units.

2) Can time be changed to other forms of wealth? Yes. Examine the following equations: Face value of deposit + time = Maturity value of deposit (Call it equation A) and Face value of deposit + Interest = maturity value deposit (Call it equation B). Consider the equations: a + b =d and a + c = d we say that c = d. Mathematically, one can understand that wealth in the form of time has changed to wealth in the form of interest. The value of time may be positive as at times of inflation or may be negative as at times of deflation. At times when values of wealth are appreciated, value of time is positive and when values of wealth are depreciated, value of time is negative. 

3) Can time move from higher concentration to lower concentration like all other forms of wealth till equilibrium is reached? Yes. Examine the following:

            One year                                                                                two years

  -----------------------------                                                 -------------------------------

           Rs.100 return                                                                         Rs.100 Return

          INVESTMENT A                                                                 INVESTMENT B

In investment B time is more concentrated as two years > one year. Therefore people tend to invest in Investment A than in Investment B. Thus one can easily see that time also moves from higher concentration to lower concentration.

4) Another important property of most forms of wealth is that they are soluble in this form of wealth called utility. I have used extended meaning of utility. Utility here means all that a human being/mankind needs. This utility is similar to water of chemistry. Water is form of matter and so is the utility a form of wealth. Water is composed of H+ and OH- ions. Utility is made up of wants (One may assume positive charge to wants as they are less mobile) and means (One may assume negative charge as they are more mobile). Water is called universal solvent in chemistry because most forms of matter dissolve in it. Most of forms of wealth dissolve in this form of wealth called Utility. Only those forms of wealth that are soluble react or take part in chemical reactions. Others precipitate and are kept out of reaction. Similarly, forms of wealth that are insoluble in utility, say, an outdated car, does not under go this economic reaction called “sale”. Is time soluble in utility? Yes. When time is soluble in utility, it undergoes economic reaction and is converted into other forms of wealth say, interest. 

The concept of time as a form of wealth leads one to take first step towards classifying wealth. Wealth can be broadly classified into four classes: 1) Current means, 2) Current wants, 3) Future means and 4) Future wants. Wants here mean and include all goods and services that a human being or group of human beings wants to posses. Means mean and include all forms of wealth expressed in units of money.  This is in line with classification of assets and liabilities by accountants. Accountants classify assets into current assets and fixed assets. Similarly, they classify liabilities into current liabilities and term or time liabilities. This concept of time as a form of wealth eliminates the popular concepts “Creation of wealth” and “destruction of wealth”. When money is deposited in, say, a bank, one should construe the interest earned as wealth created. Wealth in the form of time has changed into wealth in the form of interest.

           The science that deals with nature, properties, laws and classification of wealth is yet unnamed. Matter, wealth and energy are governed by common laws namely; Law of Conservation and Law of Equilibrium. All reactions of wealth (where wealth changes from one form to another and I have termed them as ECONOMIC REACTIONS) are reversible in nature and hence Double entry bookkeeping is successfully practiced. Law of Mass Action of reversible chemical reactions applies to ALL economic reactions. This branch of science (the one that deals with nature, properties, laws and classification of wealth) is a mirror image of chemistry. It would be right to call this branch of economics as CHEMICAL ECONOMICS.
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