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NONAGRICULTURAL INCOME AS A MEASURE OF
DOMESTIC DEMAND

The purpose of this bulletin is to make more generally available a
monthly index of nonfarm income which has been found useful in the
analyses of agricultural price fluctuations, particularly by price
analysts in the commeodity sections of the Agricultural Adjustment
Administration. icultursel price analysts have been handicapped
in the past by the lack of a comprehensive measure of the money
incoms of consumers. The index presented in this study is an approx-
imation to the curreni money erchssing power of urban consumers.
It is based essentially on such dats concerning the receipts of sll indi-
viduals excepting receipts arising from agriculture, as are included in
the United States Department of Commerce annual estimates of
national income.

Neither the snnual estimates of the Department of Commerce
defined as ‘“nationsl income paid out” nor the monthly indexes
described herein embrace all money receipts of all individuals, but
they are the broadest available measures of the flow of money income
into the hands of consumers, Some of the minor gaps in this infor-
mation are indicated in this study, but it is expected that as the
Department of Commerce continues to improve upon its definitions
of national income and continues to broaden its sources of informa-
tion on individual incomes, revisions of the present monthly index of
nonagricultural income will be undertaken.

It is concelvable that the Depariment of Commerce, as it ds
its work in estimating the national income, may itself undertake to
prepare a monthly measure of the nationsl income. If such & measure
were made to represent the current flow of money income to consumers,

" it would undoubtedly be an improvement upon the present index.
While its primary purposs would be fo show the current sources and
distribution of the national income among the various population
groups, it would alsoc becoms a valuable addition to the much-needed
mensures of demand in the studies of fluctuations in agricultural and
industrial production and prices.

WHAT “ NONAGRICULTURAL INCOME ' MEANS

The index which is the subject of this study may, for all practical
gull;{oses, be considered as 8 monthly index of the national income
peid out to individuals, exclusive of that arising in agriculturs, cor-
responding with minor qualifications to the annual estimates of the
Department of Commerce. However, inasmuch as definitions of
national income and methods of estimating are still in a state of flux,
it has seemed advisabls to avoid the confusion of an additional series
labeled national income, and for that reason the somewhet distinctive
label ‘nonagricultural income” has been adopted for the index
deseribed in this study.

In the course of the preparstion of this manuseript valusble suggestions and
gonstructive criticisme were received from the Income Section of the Division of

Economic Research of the Bureau of Foreign and Domestic Commerce, Central
Statistical Board, and the Buresu of Agricultural Economies.

1



2 AGRICULTURAL ADJUSTMENT ADMINISTRATION

L REVIEW OF MEASURES PREVIOUSLY USED

Before entering into a detailed discussion of the content of the
monthly nonagricultural income estimates presented in this study as
2 new measure of domestic demand, a brief review of the various
measures which have previously been used by the United States
Department of Agriculture appears advisable. Such a review shows
that during the past 10 years rather rapid progress has been made
toward developing broader measures of domestic demand. It illus-
trates, at the same time, the difficulties which agricultural economists
face in price and outlook work, because adequate current data on
consumer incomses are lacking.

Two broad types of measures of domestic demand—physical and
money—have been found useful in the agricultural-price analysis and
outlook work of the Department of Agriculture. In analyzing prices
end consumption of the chief farm commodities used for industrial
purposes, such as cotton and flaxseed, physical measures of industrial
activity have been utilized. In the case of cotton prices and con-
sumption, the Federal Reserve Board index of industrial production
and some general indexes of business activity have been effectively
used. In the case of flaxseed, measures of the physical volume of
building contracts awarded have been utilized. The close eorre-
spondence between fluctuntions in the domestic consumption of eotton
by mills and fluctuations in industrial production is shown in chart 1.
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In price and demand analyses of farm commodities used for indusirial purposes,
an index of industrial production may be effectively used as a messure of
change in demand.

L, 3
1820 1922 19246 926 1523

For many other commodities, particularly food products, measures
of demand which represent the money purchasing power of consumers
are n For this purpose, a variety of measures have been
utilized, In the parly years when only indexes of business activity
and fectory employment were availagle, these were used on the
assumption that they represented also, in a general way, the variations
in monthly incomes of consumers. When the Federaf Reserve Board
published & monthly index of factory pay rolls in 1925 a measure
of the money income of a leuge bedy of urban consumers became avail-
able for uss. This index, however, covered only about 25 percent
of the working population outside of agriculture.

i FEDERsL Resxavy BULLETIN, Washington, D. C., May 125 and November 1929.



WHAT “NONAGRICULTURAL iNCOME" MEANS 3

Estimates of totsl national income were made available by ths
National Bureau of Economic Research * somewhat earlier than the
Federal Reserve Board index of factory pay rolls was published. But
these estimates of annual national income wera a Kgrnor two behind
and estimstes for several of the late years were preliminary. Further-
more, in agricultural-price analysis and outlook work, a growing need
was falt for monthly estimates of consumer purchasing power, eovering
& broader group of consumers than those represented by factory pay
rolls.

INDEX OF MONTHLY MONEY INCOME OF INDUSTRIAL WORKERS

This need led the Bureau of Agricultural Economics, United States
Department of iculture, in 1932, to prepars an index of monthly
money income of industrial workers from 1919 Three monthiy
income series—factory paglsmlls, railroad pay rolls, and a rough series
of comstruction pav roils derived from construction contracts
awarded—were combined for this industrial-worker income index.
While this index of the money income of factory, railroad, and con-
struction workers repressn perhaps 35 percent of the work'%

opulation outside of ﬁricuiture instead of the 25 percent represen

gy factory pay rolls alone, its usefulness was Bmited.! One of its
components, tha construction index, became less reliable as an sas-
sumed measure of all construction pay rolls as the depression
deepened. Furthermore, the three items are among the most variable
of aYl the income streams. As the depression developed, the need of a
broader measure that would include the more stable porticns of labor
income as well as other reslized income—entrepreneurial and prop-
erty—became more urgent.

In the search for broader measures of money income of eonsumers,
it was observed that fluctuations in the annual gross income of cor-
porations as reported o the United States Treasury bore a striking
resemblance to thoss in the estimates of national income and sinee
this series was more currently available than the estimsies of the
nationsl incoms then preparJ by the National Bureau of Economic
Research, it was for a time utilized both as a measure of domestic
demand for food products and as a means of estimating in advance
the national income. The annual changes in gross income of corpora-
tions are shown in chart II. In appendix A there is reproduced for
reference & brief article published in 1933 which contains the monthly
index of money income of industrial workers (in factories, on railroads,
and in construction) in comparison with farm income. It also contains
an annual index of total consumer income based on the gross income
of corporations, and shows how closely it corresponds with consumer
expenditures for four eommodities—pork, beef, lamb, and butter.

Changes in the series of gross income of corporations paralleled the
fluctuations in the national income well into the depression after 1929,
but at the depth of the depression discrepancies appeared. This was
due to the fact that for awhile s substantial part of the national in-
Eeonomie Resrarehy 1025 arko W 1. Kinb, - Natloont Iooomme s [0 Furstbmig Ponsr Hionas Burenu of
of Economic Rescarch, 1030

4 AGRICULTURAL SITDATION, February 1633 (reprinted in appendis A).
§ An industrial workers' income indox similRr to that first computed, exoept that has heen sub-

stituted lor constroetion, is now published regularly by the Bureau of Agricaltursi Econom .8 Depl
of Amii&mnue. ‘The porticn of fotsl nonagricultural income represented by this index is illustysted in



4 AGRICULTURAL ADJUSTMENT ADMINISTRATION

come paid out to individuals came out of past corporate earnings re-
tained in surplus accounts, while as recovery started some of the
earnings of corporations went to replenish surpluses. In 1933 national
income “paid out” as estimated by the Department of Commerce ®
declined while corporate income advanced.

MONTHLY INDEX OF CONSUMER INCOME

To £ill the need for a broader, more reliable, and more up-to-date
index of consumer income, Q. V. Wells and L. H. Bean, of the Depart-
ment of Agriculture, developed in 1933 a monthly index of consumer
income extending back to 1918* It utilized certain of the annual
income groups contained in the national income estimates of the
National Bureau of Economic Research, together with such monthly
measures of pay rolls in manufacturing, distribution, and service in-
dustries, and of interest and dividend payments as were then available.
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There is a close correspondence between movements in gross corporaie income and
nopagricultural income except in extreme depresstos when corporations pay
dividends out of aurplus.

This compilation was entitled “Income of Urban Consumers, 1919-33.”
It was used in eonnection with the 1933 Annual Outlook Conference
and report of the Bureau of Agricultural Economics and was distrnib-
uted a.moag agriculi.uml economists and price analysts. Inasmuch
as those who have used it have not had access to the unpublished
manuscript in which the work was described, and inasmuch as it
has been utilized in the present study in building up monthly estimates
of nonagricultural income for the years prior to 1929, the original
description of the index is included as appendix B.

In 1934, the task of distributing by months the Department of
Commerce annual estimates of total national income from non-
agricultural sources, was undertaken by the Agricultural-Industnal
Relations Section of the Program Planning Ihvision, Agricultural

e (B s 8 Pe T e oot of e Commamas By OV Wels and L. 1.
B! Broaumber 1633, wody T e



WHAT “NONAGRICULTURAL INCOME" MEANS 5

Adjustment Administration. Commodity economists in the Agri-
cultural Adjustment Administration already had found the W
Bean index of urban consumer income more serviceable than the less
inclusive indexes previcusly avsilabls.

The new montﬁly messure of domestic demand—nonagricultural
income—developed in the Agricultural Adjustment Administration
during the fall of 1934, was first published in February 1936.7 This
index entails & monthly distribution of snnual Department of Com-
merce estimates of national income, exclusive of sgriculture’s contribu-
bution to the fotal. Prior to the period covered by Department of
Commerce estimates of national income, which extend back only to
1929, Willford J. King's? annual estimates are used. These are
distributed by months through the use of the Wells-Bean urban con-
sumer income index, as explaired in some detail later.

This new measure of domestic demand ineludes three basic monthly
series that are available from 1929. One is a composite of all labor
income, exclusive of the income of farm labor; another is & composite
of income withdrawn from businesses by their owners, called antre-
preneurial income; and the third represents property income (interest,
net rents, and dividends) excluding agriculture., These three consti-
tute the national income paid out to individuals, exclusive of payments
arising in agriculure, which we have ealled nonagricultural income,

JI. NEW MEASURE OF DOMESTIC DEMAND

Studies in agricultural prices usually call for a measure of domestic
demand exclusive of farm income, for the bulk of most farm products
is consumed off the farms. There are cases, however, where substan-
tial quantities of farm products ere marksted in agricultural as well
as urban areas. Consequently, it has seemed desirable to prepare an
additional series representin§ sgriculture’s contribution to the nationsl
income, detailed basic data for which are available from 1924, Thers
are thus made available in this study, a monthly series of nonagricul-
tural incoms from 1919 to 1937 and a monthly series approximating
the total national income paid out to all individusls from 1924 to 1937.

The annual data on nonagricultural income for the years 1919 to
1926, inclusive, are shown in chart ITI, and for purposes of comparison
there are also shown the annusl factory pay rolls, the composite of
industrial workers’ income derived from manufacturing, mining, and
railroads, and total labor income from all industries and occupations
except farm labor. The differences in magnitudes represented by each
sories are obvious. T4 is also clear that as measures of consumer in-
coma or money purchasing power, thers is very little difference between
the factory pay-roll series and the series lIabeled “‘industrial worker
income.” either of these, however, shows the upward trend in total
eonsumer incoms that developed during the 1820’s ss does the more
eomprehensive saries of total labor incoma.

DIFFERENCES AMONG COMPONENT FACTORS OF INDEX

. The absoclute money values shown in chart III do not revesl the
similarities and differences betweer the four series in percentage
terms. These are more cleprly brought out in chart IV, where each

! AGRICULTURAL BITUATION, February 1008,

# Throughout this study King's estiowmies, untess otherwise noted, refer to those given on pp. !&—m

Americs’s Canacity o Consume, Brookings Institution, 1934, which are either King's estims
of the National Buyeau of Econemic Ressarch, centinuing King's serles. * s oF

140926°—3 72



6 AGRICULTURAL ADJUSTMENT ADMINISTRATION

series is expressed in terms of the 192420 average. Annual fluctua-
tions in total labor income parallel those in total nonagricultural
income and both of these differ markedly from the other two less
representative series.
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Employment and pay rolls in factories, mines, and railroads did not increase materi-
ally between 1923 and 1929. Consequently they do not reflect the rise in domestic
geaa:;d or purchasing power as do the total labor income or total nonsgricul~
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The two comprehensive measures of demand, toisl labor and nonagricultural
income, show similar trends and fluctnations. The lesa comprehensive meas-
ures show greater fuctustions but no upward trend.

The utility of the measure of nonagricultural income developed in
this study can be readily demonstrated. It is, for example, the basic
factor in the annusl aggregate retail expenditures for food. ¥For the
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years 1929-36, retail food sales maintained a remarkably constani
relation to this measure of total money purchasing power. This is
shown in table 1 and chart V.

TABLE 1.—Nonagricultural income and reieil food sales in the United Siates, by
years, 1923-36

iDollars in millions; i. o, 000,008 omittec]

Monagrl-| Retadl Ratin Nonsgri-| Retall Raties

cujtural food tood sales cultgral food | food sales

income ! | =ales? |toincome incotpe || sales? |toincoms

Pereeni Pereent

252 19, 197 219
2i.2 1D, 257 2L 8
27 1I, M3 Bneo
29 11,928 i 0 4

i Beo table 2.

* Baged ot Buresu of Consus and Buresu of Foreign and Domestic Commerce {retail trade section) dats,
Exciudes estimated salos through Hquor stores apd drinking places beginning with 1933 as follows: 1833,
BL23,000,000; 1534, $608,000,000; 1535, $1,052,000,00C; and 1935, $i,335,000,000.
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Craant V.—INDEXES OF NONAGRICULTURAL INCOME AND OF RETAIL EXPENDL-
TURES FoR FoOD, BY YEARS, 1928-36.

Fluctuations in retail food sales closely parallel changes in henagrieultural income.

In 1929, retail food sales represented 21.2 percent of nonagricul-
tural income, in 1932, 22 percent; and in 1936, 21.2 percent., This does
not necessarily mean thet every group of consumers spent approxi-
mately the same proportion of its income for food, but it does indicate
that retail food sales in the aggregate, made up of a multibude of
consumer adjustments to changing income and prices, have fluctuated
with nonagriculéural income throughout the peried embracing & major
recession and recovery.

A similar correspondence ;Fpears between the index of labor
income and estimates of retail expenditures for meats and dairy
produets by nonfarmers. As shown in chart VI, the measures of labor
Incoms and of expenditures for meats and dairy products show almost
perfect correlation, except for the 3 years 1919 to 1921,
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Changes in annual retail expenditures of the nonfarm population for meat and
dairy preducts closely paralliel the changes in lsbor income from no
cccupations.

RELIABILITY OF MONTELY INDEXES, 191537

The monthly indexes of nonfarm income from 1919 to 1937, devel-
oped in later pages of this publication, sare shown in chart VII. Nat
urally the question will arise, particularly after reading about the
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Cuarr VII.—NoNagricoLTURAL IncoME AND DEPARTMESNT-STORE SaLes, BY
MonTeS, ADJUSTED FOR SBASONAL Vamration, 1919-37.

Changes in nonagricultural income are reflected in similar changes in expenditures
for manufastured products, as measured by department-store sales.

various devices that had to be adopted in developing this index, as
to how reliable the monthly fizures are. At present there is no test
that will answer this question and probably none will be available
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until & more thorough set of estimates becomes possible. There are,
however, corroborative data, two sets of which are used in this study
for illustration, that serve to establish the %aneral adequacy of the
index. There is, for example, the Federal Reserve Board index of
department-store sales. It represents a broasd sample of consumer
expenditures and logically may be expected to reflect national income
and consumer money-purchasing power. Chart VII shows how
closely the index of nonagricultural income corresponds with the index
of consumer purchases in department stores. The peaks and turning
points, except in 1923, are almost identical and the similarity in mag-
nitude of change is striking, particularly after 1923. The sharper rise
in the income index during the last quarter of 1936 reflects the flood
of dividend payments resxﬁt.ing from the tax on undistributed profits.
Thege payments apparently were not spent for nondurable consumer
goods.
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Caarr VIII.—Nonaoricyurorar INcoMe ano Retain ExrEnprTURES  (3-
MonTa MoviNg AvERacE) FOR MuaTs AND DairY Propvuces, BY Monras,
Ap)usTBp POR BEasoNAL VarraTion, 1921-37.

The index of nonagricultural income bears a strong resemblance to the index of
retail expenditurea of the nonfarm population for meat and dairy producta

Another correboration is found in the comparison with nonfarm
retail e%dltures for meats and deiry products, by months, 1921-37
{chart ). For the period 1922-35 the similarity between the
estimates of income and of expenditures for these farm products is
about as close as can be ex&ected. The discrepancy in the year
1935-36 is apparently due to the higher prices for dairy products and
mesats caused by shortages due to the record-bresking droughts of
1934 and 1936.

The monthly index of nonsgricultural income may be taken to
Irggresent_ approximately 90 percent of the national incoms. In chart

are given by moenths estimates in dollars of both the agricultural
contribution to the national income from 1924 to 1937 and the non-
agricultural contribution from 1919 to 1937. In addition, there is
shown the sum of these two, constituting monthly estimates of the
national income paid out.
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NONAGRICULTURAL INCOME APPROXIMATES INDIVIDGAL INCOMES OF
NONFARMERS

It may be staied at this point that nonagricultural income, as used
herein, 1s not the total income of the nonfarm population but is the
national income originating from activities other than agricultural.
1t does mot include any income of the nonfarm population which
originates on farms Snmiarlv, agriculture’s contribution to ns-
tional income ° is not the net income of farmers but is the portion of
the national total originating in agriculture. It exciudes income of
farmers derived from nonfarming sources.

Nonagricultural income ineludes a portion of the toial national
income which actually goes to farmers; such as the earnings or income
of farmers from nonfarm activities and investments. It excludes s
portion of the national income which actually goes to the nonfarm
population such as net farm renfs, farm mortgace interest, and
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Noaagricultural income secounts for around 90 percent of total nationsl income
and the fluctuations in the total national income are, therefore, similar o thoee

in ronagricultural income.

wages received by the nonfarm population but o ting from agri-
cultural sources. Agriculture’ spt:mtnbut;on sngg;gixv mcludes net
farm rents and farm mortgage interest which to nonfarmers but
excludes earnings of farmers from nonagnicultural occupations and
sources.

The figures presented here are therefore not te be taken as measures
of the total income of the farm population and of the nonfarm popu-
lation. But as measares of the national income from agri-
culture and from all sources outside agriculture, they should be faidy
representative of trends in income of the farm and nonfarm population
groups. Existing siatistics do not permit a closer approach to the
sggregate of individual incomes for the two groups. The income
series in this study is presented for use until better measures of this
nature are devefoped
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Statistics are now being compiled in the Bureau of Agriculfural
Economics in an attempt to measure the amount of ineome which
farmers receive from nonfarm sources. Few data of this nature are
available at Ereeaent.‘* Completion of this study of the Bureau of
Agricultural Xconomics may make possible a better approximation of
the portions of the total netional income going to the nonfarm and
the g:;'m population than is now available. Such an approximation
would not only be another forward step in developing better measures
of domestic demand, but would it more accurate appraisal of
shifts in the well-being of indiviSuaJs who make up the farm and
nonfarm economic groups. :

Assuming that the closest approach to the total eurrent spendable
income of individuals is the best measure of domestic demand, it fol-
lows that inclusion of extraordinary income, such as that paid to
individuals on life-insurance policies, the soldiers’ bonus, ete., would
represent another forward step in the development of measures of
domestic demand. Of course, income which goes 0 consumers in

amounts does not enter into ordinary consumptive channels as
quickly as the income that flows to them regularly from month to
month. This is true of such income as the heavy (gvidend disburse-
ments of late 1936, as well as of other extracrdinary income. The
nonagricultural income included in this study is confined to that
included in the income concept as defined by the Department of
Commerce (see footnote 9), except that direct relief disbursements
have been added. Veterans’ bonus lcans and payments are not
included. Bonus loans in 1931 and cash payments in 1936 fotaled
$856,000,000 and $1,876,000,000, respectively. No doubt, such
estraordinary income has some influence on gmd and textile pur-
chases and considerable influence on the sale of more durable goods,
such as automobiles, household goods, and building materials.

The remainder of this study is given over largely to details concern-
ing the material and methods used in constructing the various income
measures herein presented, reasons for the selection of the particular
series used, and a presentation of the several income indexes,

NONAGRICULTURAL INCOME

The monthly index of nonagricultursl income for the entire period
181937 is developed in two sections, one for the period 1929-37 and
the other 1919-29. In view of the greater interest in the current
figures and in view of the broader bases on which the current figures
rest there is presented first the development of the monthly index of
nonagricultural income from 1929 to 1937 and then the index from
1919 to 1929,

For the more recent period the starting point is an available monthly
series of labor incoms %repmd in the National Recovery Administra-
tion,"* to which there have been added estimates of entrepreneurial
angllproperty income. For the earlier period the starting point is an
available series of money income of urban consumers, intﬁuding labor
and property income, prepared in the Department of Agriculture and
reproduced &s appendix B of this study.

1 The yalue, hoth st eommon and at skilled Iabor rates on Federal-aid highweys, of 1abor of {srmers of

the farm i3 estimeted by Bobert F. Manip an p. 43, Income in Agricuiture, 1925-35, bed Octol
1930 by the Neotionel Industrial Conferens B gricutiare publls e

u Do&n{ E. Sallte, Natiocoal Labor Inoome ﬁy Months, 102¢-35, National Recovery Adminisiration,



12 AGRICULTURAL ADJUSTMENT ADMINISTRATION

This part of the publication deals with the steps taken in supple-
menting these available data and transforming them into a continuous
monthly series of nonagricultural income to correspond with the annual
series of national income paid out exclusive of that portion of the total
which arises in agricnlture. These annual data, which for the 1920-36
period appear in table 2, are taken froma Department of Commerce
nafional income studies, except for minor cﬁﬁ’erenees expleained in

footnotes.
TABLE 2.—Nalional income paid oul, excluding and including agricullure, by
years, 192536
[z millicns of doilars; i. 8., 000,000 omitied]
1920 | 100 | 1831 | B2 | 1983 | 193¢ | 1995 | 1m8
Etcluding.&gﬁaﬂ- tare;
LADGT . o nirannennanaaa| 350, 172] $48, 0841 $2B, 48|
Manufsctaring 14.550] 12,75 9,9®
MiniAg. s~ B36] 1,408 %7
Construction. __ 2,787 2404 1,608
tion 1 4L &5 3.8
Utilities ., ... ... 5,290 1,256 1,129
Fimenced.. ... ............| 2828 2438f 2157
Trade {wholesals and retail).| 7,807} 7.4458] & 461
Servico ] s1mf 5886 4,852
5 5304 K 751
3569 2198
________________________ 8¢ 1, L33l ......
........................ 437 ggi " I
7571 & 5,587 5008 5456 573
15,176 10,2311 8050 760 7.8 8 13
5083] 4942 4,785 4,390 4,388 4,42
5782 4, 2T 2,208f %548 2,19
515 1,71} 1 185 533 913 mi
202 =3 251 159 03 5t
85,830 57,048] 44,677 42,054 47, 50, 1
81 4,858] 3,485 3,33 3,75 4,
mml en.m' .3 4857 so.sa:] u.qs] o, us

? Includes rallway express and Pullman, slso electric raiiways and meterbus, in addition to steam rafi-
roads and water msixmatlnn. BPopes not incinds pipe {ines and alr transportation.

! Communication, clectrie light and power, and manafactured gas.

* Banking, inzsurance, aud reat esiate.

< Professional, personal, recreation and amusernent, domestie, busingss, and miscellansons seryion.

# Federal, state, county, city, and public education,

* Includes transpertation by air and pipe lines i addition to the miscelianeons ciassification of the Depart-
meat of Commerce.
:B;}Wd%r:wue!wagummduﬁadinmtefmmmm&m but direct relief Is not

uded.

£ Net agricultnral rontal payments are excluded from rents and reyalties and added to agriculture.

* Net balanee of International fiow of property inoome.

¥ Net agricultural renials are exciuded from rents and toynities abd ndded to agricoliare. Later in thiy
study estimates of agricuiture’s contribution to nstisnal income, whieh diffor from these, are presented.
€3ce tables # aod 18 and fext for detalls ) . .

¥ As reported by the Department of Comnerce, axcept that direct relie! (see 2bove) Is added, beginnieg
with 1933. In the section of this study begibning on page 27 there is presented a difforent series of Lotals
which inelede & revislon and reciassifioation of the Department of €ommerce estimetes for agricuitore.

SoURcE: 102933 U. 8. Department of Commeres; 1938 prefiminary estimates of Agrienitursl A
ment Administration, continuing the Departmont of Commerce series. Detailed estimates were made in
183, but as thes will differ somewhat trom later Department of Commerce estimates, the detalis are mot

Wi,

The portion of income Iabeled total nonagricultural, in table 2, is
the amount distributed by months in this study. It approximates
the total realized ordinery income of individuals comprising the
Nation's nonfarm population and represents a broad measure of
money income of consumers and of domestic demand.
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1L NONAGRICULTURAL INCOME, BY MONTHS, 182%-37

As will be seen by reference to table 2 income which makes up the
nonagricultural total consists of three classes—labor, entreprencurial,
and property.

MONTHLY ESTIMATES OF LABOR INCOME

Sufficient current pay-roll data are now available, through regular
official sources, to permit distribution of about 70 percent of all non-
farm labor income on a monthly basis. Distribution of the remaining
30 percent may then bs estimated from the trend of labor income for
groups of a similar nature, or of the particular groups which largely
determine the income of the remaining miscellaneous groups. For
instance, labor income in service and recreational lines, for which no
monthly data are avsilable, may be assumed to follow rather closely
the aggregate labor income for those groups for which monthly data
are available, Since labor income at present comprises close to thres-
fourths of all nonagricultural income, it is obvious that satisfactory
disposition of this segment of the total constitutes considerable prog-
ress toward monthly estimates of all nonagricultural income.

Buresau of Labor Statistics pay-roll indexes and reports are used for
estimating labor income in:

1. Manufacturing. 7. Insurance.
2. Miring. 8. Wholesale and retail trade.
3. Construction. 8. Hotel, laundry, and dry cleaning
4. SBtreet railways and motorbus service industries,
transportation. i0. Federal Goversment pay rolls.
5, Communication. 11i. Werk relief.
6. Eleetric light, power, and gas
utilities.

Interstate Commerce Cormmission reports are used in estimating
labor income in railroad transportation.

Other reports used include Veterans’ Administration compilations
on peusions, W, P. A reports on relief, and various other statistieal
series such as those on tonnage freight movement by water (Survey
of Current Business).

Metkods Employed

Except for minor adjustments, principally in line with revised
annual totals, labor-income estimales contained in the N, R, A.
study previously mentioned, are used for the 1929-34 period. Begin-
ning with 1935 labor-income estimates have been brought up to date
by use of data and methods essentially the same as employed in the
original N. R. A. study. The principal excepiion to this is in con-
struction, though a few minor divisions for which no current monthly
data are available sre also handled differently as explained balow.

{13 A method of estimating labor income for the construction industry, more
direct than that used in the original N. R. A. study, is employed in the interest
of simplicity. An index of construction pay rolls is prepared from Burcau of
Labor Statistics montldy reports on year-to-vear and month-to-month changes.
The annual average of such monthly indexes is then compared with Department
of Commerce annual estimates of labor income in construction and any necessary
adjustmment made to bring the pay-reil index into proper relationship with these
annual estimates. In extending estimates beyond the period covered by annual
reports the computed monthly pay-roll indexes are adjusted by continuing the

140024°—37—3
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{rend shown by the adjusting factor during the preceding vear. In view of the
weaknesses of this method of estimating construction-labor income, a revision in
methiod is contemplated on the basis of data made available by the Bureau of
Labor Statistics since this study was prepared.

{2) In a few instances where monthly data covering some of the minor divisions
of income for a given group are not readily available, totals are estimated from
the trend of the more important items. ¥or instance, labor income in railread
iransportation, which in the N. K. A_ study includes Puliman and express as
weil as all steam railroads, is estimated on the basis of I. C. C. pay-roli reporis
for class I reads, which account for about 88 perrent of the total. The frend in
pay rolis of county, city, and State governments {for which ne monthly datsa are
published) is assumed to continue to bear the relation to that in Federal pavrolis
shown from 1933 through 1835 as determnined by a regression curve of Federal
pay rolls on the iotal of State and local government pay rolls for this period.

Any revision necessary o brngestimatea for State and local governments into
{ine with annual reports of the Department of Cémmeree will be made when the
Iatter become available, while new data now being secured by the Bureau of
Labor Statistics will be used as the samples become extensive enougk to be con-
sidered representative of trends in the totals
With these exceptions, the methods used in the N. R. A. laber
study are very closely adhered to in bringing the monthly estimates
up to date. DSince sources and methods are presented in considerable
detail in the N. R. A. study of March 1936, entitled “National Labor
Income by Months, 1929-35”, only brief comments covering the va-
rious groups are given here.
MaNUFacTURING.—W and workmen's compensation are esti-
mated by use of the monthly Bureau of Labor Statistics manufacturing
pay-roll index (reported for 1 week of each month), after subtracting
ilroad repair shop wages. This adjusted factory pay-roll index is
used both to distribute annual Department of Commerce estimates of
wages and em:'n])]pensaiaion by months through 1935, and as a means of
keeping monthly ﬁﬁu.res up to date. The procedure consists of: (1)
Multl»ﬁﬁ ing the dollar weekly wage income in the 1923-235 base period
by the Bureau of Labor Statistics total factory pay-roll index; (2}
subtracting railroad repair shop dollar wages, obtained in the same
manner; (3) multiplying the remainder by a factor which raises it
from & weekly to & monthly re and adds an allowance for work-
men’s compensation. ‘This multiplying factor amounts to sbout 4.4;

- variations from year to year, which are negligible, are due to fluctus-
tions in the relation of compensation {0 wage payments.

Changes in salaries are assumed to lag behind changes in wages and
are estimated on the basis of a 12-menth moving total of wages; the
estimates being read from a regression curve of wages (12-month
moving total) on salaries. Extension of the 12-month moving total
of wages, as Bureau of Labor Statistics monthly pay-roll reports be-
come available, permits current monthly readings of salaries from the

on curve.

ﬁINING.—A composite monthly index is compuied by weighting
the several mining payv-roll indexes, reported monthly by the Buresu
of Labor Statistics, by their respective importance in the total of
mining labor income in the year 1929, as indicated in Department of
Commerce naticnal income studies. This weighted index is used to
distribute, by months, the annual Department of Commerce estimates
of total compensation of employees in mining industries; also to ex-
tend monthly estimates forward to cover later periods than are in-
cluded in annual estimates of the Department of Commerce.

The monthly distribution of annual pay-roll data is accomplished
by multiplying the weighted indexes for each month by a factor ob-
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tained by dividing the 12-month total of the weighted index into the
annusl estimate of mining pay rolls. The mulgiﬁ ing factor fof the
latest year for which an annual estimate is available is also used in
bringing the monthly estimates up to date.

TrRaNSpPORTATION.—Interstate Commerce Commission monthiy
reports on actual pay rolls of class I railroads, including switching and
terminal companies, are used as a hasis for estimating monthly labor
compensation of all steam railroads, Pullman, and express companies.
The Interstate Commerce Commission monthly reports usually ac-
count for over 88 percent of the total. These reports are used both
to distribute the annual labor income estimates of the Department of
Commerce and to kesp monthly estimates up to date. o

Monthly pay rolls of the motor-bus and street-railway businesses
are estimated by use of Bureau of Labor Statistics pay-roll indexes.
The ratio of total estimated annual labor income in this industry to
the total of the 12 monthly indexes for any given year is applied to
the individual monthly ingaxes to get a dollar figure. Extension to
later months than are covered by annual estimates are made by using
the same ratio as applied during the latest year.

Compensation of workers employed in water transportation is
assumed to fluctuate according to tonnage of goods handled, which
is shown in statisties reported regularly in the Survey of Current
Business.

UriLiTies.—The Bureau of Labor Statistics monthly pay-roll index
covering the telephone and telegraph industries is zssedpgo distribute
annual Department of Commerce estimates of labor income in the
communication industry and to bring monthly estimates up to date.
Elsctric light, power, and manufactared gas are handled in exactly
the same manner. In both instances, the ratio of annual lsbor in-
come, as estimated by the Department of Commerce, to the total
of the 12 monthly Bureau of Labor Statistics indexes is applied to
indexes for individual months to convert them into dollars. In
sxtending to months not insluded in years covered by Department of
Commerce income estimates, the ratio used fo convert indexes to
dollars for the latest year is retained.

Fivance—This group includes banking, insurance, and real estate.
Bank pay rolls are estimated from the trend shown by the semi-
annual report on wages and salaries of Federal Reserve member banks.
Insurance pay rolls sre estimated from the month-to-month chan
shown in Bureau of Labor Statistics pay-roll reporis covering thi
industry. The percentage gain or loss as compared with the pre-
ceding month is converted to dollars and added to or subtracted from
the %revious monthly estimate. The starting point for this method
was December 1934, up to and including which moath estimates con-
tained in the N, R. A. labor income study were used.

Monthly payments to employees in real-estate businesses are esti-
mated by use of the new monthly index of real-estate activity obtained
from the Real Estats Analyst.® This index is used to distribute
the annual Department of Commerce estimates of labor income in
real estate and fo extend monthly estimates forward. Revisions in
lir:ii with future annual Department of Commerce estimates will be
made.

# RE4L EataTE ANALYST, Res! Estale Analyst, Ino., §t. Louis, Mo,
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TrapE.—Pay-roll indexes for wholesale and retail trade as reported
monthly by the Buresu of Labor Statistics are used to distribute
sannual labor income estimates of the Department of Commerce and
tc bring monthly estimates up to date, the same procedure being
followed in converting indexes of pay rolls to dollars as explained
under motorbus and street railways above.

GoverNMENT—(1) Federal pay rolls as reported monthly by the
Bureau of Labor Statistics are added to pension paymenis, obtained
directly from the Veterans’ Administration, and the total is raised
to allow for labor payments not included in the monthly reports.
These additional payments added 7 gercent, in 1935, to the totals
obtained from monthly reports. Subsistence pay of military em-
ployees and payments to contract postal employees account for this
difference. (2) State, county, and city pay rolls, which account for
about one-third of total governmental pay rolls, are estimated,
owing to lack of regular current yeports, from a correlation chart;
monthly estimates being read from & regression curve of Federal
pay rolls on the total pay rolls for State and local governments for
the period of recovery from 1933 through 1935. The proper correc-
tions will be made as additional mmuaf estimates become nvailable.
The Buresu of Labor Statistics is now obtaining monthly reports
from several States. The total of pay rolls for these States may soon
justify its use in estimating the agpregate for all States; steps are now
being taken toward enalyzing thess unpublished data. Some city
and county governments are also reporting monthly pay rolls to the
Bureau of Labor Statistics but not in sufficient number, as yet, to be
at all representative of the country as a whole. (3) Pay rolls in
public education remain sabout constant from QOctober (the first full
month of each educational year) through the following May (the
last full month), according to findings of the N. R. A_ from a study of
National Education Association and Interior Department data. In
each month of this period payments amount to about 10.2 percent of
total payments for the school year. September payments, at the
start of the new year, amount to slightly over 8 percent, the following
June to nearly 8, while in July and August {at the end) payments
amount to about 1% percent each. (See p. 16 of the N. R. A. Iaber
income study for further details.) Labor income in education is
distributed monthly by use of this seasonal formula. Extensions
are carried forwa,nf monthly on the basis of estimated changes in
annual salary schedules based on direct contact with the Division
of Research, National Education Association, and the Statistical
Division of the Office of Education, Interior Department.

Service anp MisceELLaNECUS.—Except for laundry, dyeing and
dry cleaning, and hotels, which are covered by Bureau of Labor
Statistics pay-roll reports, service and miscellaneous labor payments
are assumed to follow the course of income of other groups on which
such labor is assumed to be dependent as follows: (1) Bustness service
is estimated on the basis of Isbor income in frade and finance; (2)
labor income in professional and domestic service, amusement, and
miscellaneous activities, is estimated on basis of trend in all other
labor income plus farm cash income from sales.

Work RELIEF Wages anp DireEer Revier DIsBURSEMENTS.—
Monthly Bureau of Labor Statistics reports on wage payments to
emergancy workers, adjusted to eliminate duplications, and adminis-
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trative pay rolls of local relief sgencies, are combined in estimating
total relief wage payments. Monthly figures obtained in this manner
were about 10 percent below the Department of Commerce total
estimate of relief wages in 1935. The adjustment necessary to bring
monthly data up to the Department of Commerce annual estimate for
the latest year is carried forward in extending monthly estimates.

Direct relief disbursements are estimated currently on ths basis of
apparent trends as secured by direct contact with the W. P. A. and
are revised as published monthly figures become available.

SCASONAL ADJUSTMENT OF LABOR INCOME

Indexes of seasonal variation of nonfarm labor income, exclusive of
relief, wers determined by the method of ratios to trend. The ratio
of income as estimated for each month to trend was computed for
the 7-year period, 1920-35. The average of these ratios for correspond-
ing months of the trend are used as seasonal correcting factors. The
seasonally corrected monthly totals are used as the labor portion,
exclusive of relief, of monthly nonagricuitural income.

NONAGRICULTURAL INCOME OTHER THAN LABOR INCOME, BY MONTHS,
1829-87

Nonlabor items constitute less than 30 percent of aggregate nonfarm
national income. Nonlabor income consists of entrepreneurial with-
drawals and of property income. The latter includes interest, divi-
dends, and net rents and roysalties. At the outset it may as well be
understood that adequate monthly statistics with which to distribute
some of these groups of income are absent. Therefore certain arbi-
trary assumptions as to probable behavior must be made. However,
as will be explained below, these assumptions can be made apparently
without danger of sufficient error to invalidate trends, and therefors
meay be defended on the grounds that without monthly distribution of
these groups of income no close approximation ofy total nonfarm
income would now be available.

ENTREPRENEURIAL INCOME

Entrepreneurial withdrawals from business enterprises represent
pavments to individual owner operators for their labor, management,
and capital. Since property income is less than one-quarter as great
83 labor income, the bulk of entrepreneurial withdrawals may be
regarded as payment for labor and management; that is, similar to
wages and salaries. Annual estimates of the Department of Com-
merce from 1929 through 1935 show that labor and entrepreneurial
incorne fluctunte similarly but with entrepreneurial finctusting some-
what less violently than labor income. Since no monthly data are
available from which a direct distribution of entrepreneurial income is
possible, labor income (seasonally corrected) is used as a basis for dis-
tributing the ennual estimates of entrepreneurial withdrawals into
monthly figures. This is done by assuming that the annual ratio of
entre[;‘)reneanal to labor income applies to midyear (June) and that
the changes shown from year to year take place gradually. Monthly
estimates made by use of these ratios are, of course, adjusted to proper
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annusl totals. Extension beyond the period covered by annual esti-
mates is made by continuing the trend shown by the ratio of entre-
preneurial to labor income for the latest period. Whenever it becomes
clear that a change in direction of labor incoms is developing, it is of
course necessary to modify this procedure, in order that the error in
current entrepreneurial income estimates may be held to a minimum.

The generally slow rate of change in the ratio of entrepreneurial to
labor income and the fact that entrepreneurial 1s only 11 to 12 nt
of total nonagricultural income, make it extremely unlikely that
sufficient error will ever develop in extending estimates of the former
beyond the pertod covered by annual data, to distort the trend of
total nonagricultural incomne or to materially affect the actusl size of
the total monthly figure. Since the labor income used as the basis
for distributing entrepreneurial is corrected for seasonal, no seasonal
colTection is necessary for the latter,

PROPERTY INCOME

Drvmoexps are distributed monthly on the basis of the ratio of

Mocedy’s annual rate of payments to the annual totals estimated by
the Department of Commerce in its national income studies. Since
the ratio of Moody’s estimates to those of the Department of Com-
merce are not constant, the average annual ratio is assumed to apply
te midyear (June) and monthly ratios are then secured by inter-
polation on a straight line. These monthly ratios applied to Moody’s
annual rate of payments, which are reported for esch month, give
seasonally corrected monthly dividend payments. Extension beyond
the genoé covered by annual estimates is made by continuing the
trend in effect during the latest year for which an annual estimate is
available. Some modification of estimates obtained in this manner
was necessary late in 1936, when numerous extrs and special disburse-
ments were made to avoid heavy taxes on undistributed profits.
Other available monthly dividend series—those of the New York
Times and the New York Journal of Comimerce—were used as 2 guide
in estmating dividends for these months. Corrections necessary to
bring the monthly dividend series into agreement with later Depart-
ment of Commerce annual estimates will be made when such estimates
become avsailable. Dividends account for 5 to 8 percent of total
nonagricultural income.
. INTEREST.—Distribution of annual estimates of nonagricultural
interest uysymenta by use of monthly data now available does not
give results which appear reasonable. Therefore, on the assumption
that the aggregate rate of such payments changes slowly, 2 monthly
distribution was obtained by plotting the annual average monthly
rate in midyear, drawing in a smoothed eurve of the apparent trend
sad reading monthly figures from this curve. This method of dis-
tributing annual totals by months automatically eliminates any
seasonal variation. To extend monthly estimates beyond the period
covered by latest annual figures, the probable trend suggested by the
curve for recent years is continued.

Though intercorporate interest and dividend payments have been
eliminated, so far as possible, from the Department of Commerce,
estimates of total payments, the amounts paid to savings banks,
building and loan associations, iife-insurance companies, and chari-
table and educational foundations are included. Some of the interest
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and dividends therefore do not represent cwrrent income of indi-
viduals.

Ner Rents anp Rovarties.—The same method of distributing
the sunual totals inte monthly estimates is followed as for interest,
explained above. Imterest and net renis and royalties together
constitute 8 to 10 percent of nonagricultural income.

The foregoing explanation of the routine methods now employed in
distributing the annual estimetes of nonagricultural income by months
applies only to the period beginning with 1929, this being as far back
as Department of Commerce national-income estimates extend.

Many problems arise in computing monthly-income estimates which
cannot be handled by routine procedure. These may require only
temporary sbandonment of the ordinary procedure followed; but per-
manent abandonment of methods previously followed and adoption
of improved technique, in connection with some particular income
series, will from time to time be advisable, OQOuly in this manner can
full advantage be taken of improved basic statistics.

L. NONAGERICULTURAL INCOME, BY MONTHS, 151923

ANNUAL DATA, 190537

National income “paid cut” estimates of the Department of Com-
merce, from which agriculture’s contribution has been excluded as
explained above, are available only from 1929. But King’s annuasl
national-income estimates of “Income realized from production” for
earlier years afford e basis for a backward extension of the nonagri-
cult income series. As will be noted in table 3, both King’s and
the Department of Commerce estimates are available for the year
1929. King’s series, as shown in table 3, does not include some
items—'Residentinl rents’’, “Mortgage interest on residential property’’,
and “Net balance of international How of property incomes’—which are
included in the Department of Commerce estimates. However, to
adjust for these differences would have practically no effect on final
results and, if a continuous series of dollar figures is to be had, would
necessitate comfput&tien of new and unpublished estimates, prior to
1929, by use of index numbers. This would cause more confusion
than such refinements appear te justify. Though their content is not
exactly identical, as adjusted in this study to eliminate agricultural
income, the totals of the two series differ, in 1929, by less than one-
quarter of 1 percent. Thus King’s estimates through 1928 and those
of the Department of Commerce beginning with 1929 are wsed to
form a continuous annual series as shown in the final column of teble 3.
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TaBLE 3.—XNational income, by years, 1909-36
iIn millions of dallars; i. €., 000,000 omitied]
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¢ King's esiimstes thromaeh 125 sad an s1tension of them by the Nationz] Buresa of Economic Besearch,
31926-2%. {3ee Brookings Instituiion poblicalion. America’s Capacity m(‘cme 1 LA
t of Commeree estimates, Natiops) 1 in the U nited Stales, 95-35 pios direct nelief

¥ Repartad fizeres admasted to inctude set furma rents with sgriestiure rstbet thas with rents and mﬁhi&.
as shown in ltbe Department of Commeroe National Inoofme study.  The aprcaliura) Sgores
are used only as 5 means of eliminating aericiitizre from 1he tots] pational income.  They are Dot luad e
Ister section of Lthis study covering apricuitire’s conIrbyTion 18 BaLonal intoms.

* The saries noed in Lhis study iz cotmnposed of King's series throurh 1923 and Department of Commeroe esti-
males berinning with 134, as expiniped in the 3 preceding foctnotiss,

# Preliminary esiimate.

Ounly one income series each for the periods 1909-29 and 1929-37
has been presented in this study. However, Department of Com-
merce income esiimates contam two totals: (1) Income paid out,
which excludes business savings {positive or negative}; and (2} income

roduced, which includes business savings (positive or negative).
srlv, King's estimates are uped in different ways so as to
form four national totals ** (1) E.zoed income from product.lon which
excludes business savings (positive or negative) and income which
does not arise from production activities (imputed income, residential
rents, interest on_personal loans and residential mortgages, ete.};
) total realized income, which excludes only busimess savings; (3)

production income, which adds business sa to realized income
from production; and {4) all incorne, whichk adds business savings to all
realized income.

A certain amount of confusion naturally exists because of these
different national income {otals; but economic analyses cover such &
wide range of subjects and the ei:]ectaves differ so greatly that com-
plete standardization of income concepts is probably not desirable even
if possible.

HAMEEXA D CaPaciTY To CoNsUNE.  Brookings Instimtion, 1934, p. 152

L 3
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Any one of these various totals might be selected as best fitted to a
particular problem. Income psaid out, as estimated by the Depart-
ment of Commerce from 1929, and income reslized from production,
as estimated by Brookings Institution by use of King’s series for years
prior to 1929 have been selected for this study as the nearest approach
of the various published totals to the current income actually available
to individuals. Thus, for use in demand analyses the totals selected
for this study may be regarded as approximations of the current buying
power of the nonfarm population reslized from productive efforts an
investments.

A comparison of indexes based on King’s four income totals men-
tioned above, shows that growth over the entire period. (1808-29)
covered by his estimates was about the same for each series.

1990 Big 1921 i

Realized production income.. ... ... 109 225 210 302
Total realized ineome_ __._..___.____ 106 223 214 303
Production income__________________ 16¢ 230 190 296
Allincome. o aaaceus 100 227 196 268

Despite close agreement as to growth from 1909 to 1919 and from
1909 to 1929, considerable difference existed in 1521 between produe-
tion income and the realized income of individuals; and an even more
pronounced and prolonged disparity existed between 1930 and 1935,
according to Department of Commerce studies. During each of the
6 years 1930 through 1935, income paid out exceeded income produced.
It is such differences as these that make advisable the careful selection
of the income series best adapted to the character of analysis to be
undertaken. The shorter the period covered by the analysis the
greater the need for selecting the income series m{:e used. gt?: long
periods, as illustrated above, growth in the national income is about
the same without respect to the series selected,

Obviously, in attempting to determine the prospective price and
demand outlook for farm end food products, an approximation of
income consumers actually receive is needed. This, as previously
stated, is the resson that “‘income psid out” rather than ‘incoms
produced” has been selected as the series most generally useful for
price analyses in the Department of Agriculture,

MONTHLY NONAGRICULTURAL INCOME ESTIMATES, 19i9-29

For estimating monthly nonagricultural income for the period
1919-29 to supplement the monthly estimates for 1919-37 there is
available the monthly index developed in the unpublished study,
Income of Urban Consumers, prepared by O. V. %elis end L. I%
Bean, Department of Agriculturs, in 1933; this study is reproduced in
detail in appendix B. The Wells-Bean index of urban consumer
incoms (1319-33) is based on a weighted composite of seasonally
corrected indexes of labor income for eight important groups of
workers (factory, construction, railroad, mining, trade, service, utility,
and Government) and a monthly index of interest and dividend
payments. The weights used for combining these indexes, in arriving
at the urban-consumer-income index, were based roughly on the rela-
tive importance of each group in the total dollar amount of income
rgpmsegtaed by all the groups, during the 1923-25 base period used in
the study.

The various steps taken in distributing, by months, King’s annual
estimates by use of the Wells-Bean urban-consumer-income index,

149026"—37—4
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are illustrated in tables 4 to 6, and the index of nonagricultural income
obtained in this manner is compa.red graphically with the Wells-Bean
urban-consumer-income index in chart Although nonagrieultural
income was distributed monthly by use of the Wells-Bean index from
1919 through 1933, as explained below, the monthly indexes obtained
in this manner are used in the final index of nonagricultural income
only through 1928.

PERCENT
. 1323-25=10%
120
Urben consumer

120

ag

50

45 R N TR R R R R P A IR IR T R R I

39 1321 1923 925 1327 225 133 1933

CaAn'r X.—Urban Consumen INCOME AND NONAGRICULTURAL InconuE, BY
MonTHS, ADJUSTED FOR SmasoNaL Variarion, 19019033

Except for two periods there is very Little difference between the Wells-Bean index
of incomes of urban consumers and the index of nonagricultural income derived
from estimates of national income and the Wells-Bean monthly index.

As the first step toward converting annual estimates to a monthly
basis, ratios of King’s annual estimates, excluding agriculture, to
those of the Wells-Bean study were computed as shown in table 4.

TasLe 4.—Inderes of urban consumer income and of nonagricullural income, by
years, 1919-38

Urban con-] Notagri- Urban eon-| Nonagr-
#omer in- | eultaral Rﬁ‘g&g& sumer (n- | cultural [ 280 m
0Rie | BRI | owrban (e | (SR | o urhen
100) 100) censtner 3 00) 100} aonsumer ¢
Percert
57.8 7.1 8.1 100. 8 128 10i. 8
100. & ok 4 88. 5 1122 1140 101.6
80.3 e 9.4 1175 186 100 4
8.4 0.4 9. B 106. 4 il 103. &
w.7 955 95.8 b1 .0 104, 4
96. 9 8.1 A 805 740 108. &
103. 4 1685 % ji:-&1] asé 0.3 1068
}9%__...._.-_ 108. 5 ii6.0 0.5

i Average of monthly sslimnies of 0. V. Wellsand L. H. Bminmbkzotamummh::"pmdumd in
appondix Fhe in amshmmtheWeEh-anstudymmmﬁ to the nearest polnt and
therafore difter sHghtly from the monthly sverages ased hua.

t Baind o ""Realizad Income from productios of goods and services™, sxelu agricuitere, for 1019-28,
05 estimntsd by the Brook: Institution, from King's naslonst tnoome Studies. {See Amerioa’s Capacit
to Comma, p. 152 For 1 the Indexes are basod on *“National income pald out™, excluding
culture, and not farm renial payments as sstimated gtthe Demrtmmt of Comimerce. (See Natlom!
mwme in the United Siates, 1M} The on}y year which both incoms series are avallabls is 1622,
thaiglﬁar by lens than 3 af 1 peroent In that ¥

los computed belore rounding incoms m&ens to cne decimal.
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These annual relationships were assumed to 2pply to midyear, and
similar ratios were computed for each month by straighi-line inter-
polation. The results are shown in the first part of table 5, “Rela~-
tion of nonagricultural income to urbin consumer income, 1919-33.”
In the second part of table 5 are shown resilts of adjusting and revising
the ratios obtained by interpolation so as to get proper annual totais
and to eliminate any obvicus shortcomings of the first compuiation.

TasLEs 5.—Relalton of nonagriculiural income lo urban consumer income, 1519-8%
A-PERCENTAQGES BASED ON INDEX NUMBERS, 1823-26—=1001

Jan. | Fob. i Mar.] Apr. | May Mav. | Dee. | Avar.?

b 3+ L T B0.0F $0.0] 530 2.2 &31 B9.1

£9.4 50.4) 89.4 3.2 B4 0.7

P8.5 B3 S8 2 0.2 98.4| 8.1

90.0] 98.97 959 97.7] 94| 685

6.7 06,4 962 98.2| 98.3| 979

60 4] 100.8| 1615 132, 2| 102 2| 1615

1821 21 g 14| 186.3) 1018

100. 9! 100.8) 160.7 106.9| 101.8| 1008

181.2} 1813 1914 161 6| Wt 5| DL 4

i01.6f 101 8] 1016 1611 136.8| 1014

1M, 7} 1. 6] 100, 181,58 10L& 1009

102,81 12 9 103.1 163. 8| 3.9 103.2

104. 1F 364 21 104.3 1052 I8 4| 148

105. 9 108. 1} 106 106,00 I05.9) 0B}

105.6¢ 105 5; M35, 104,71 104.6| 1653
B3—RATIOS ADJUBTED TO PROFPER ANNUAL TOTALB®

BS.Z] 8G.20 80.2¢ R0 1] 5B.1 80.0{ 9.0 859 et

BR 9 SR8 887 SEO] BB 20.61 °2.6( 935 80.3

95.¢ 67.0f 8.1 9.1 1005 00,41 100.2) 1008 wE4

100.6] 90.8) 99.8] 90.7¢ 90.8 9.7 872 98,8 GRR

65.11 053 94.4] WA U; 938 97.8] 8.0 0.5 65B

loG. 4 1009 101. 4] HL. 0! 1028 102, 8] 1027 025 102.3

162 5 102, & 102, 3] 102.3! 192.8 101,61 151, 5| I0L. 3] M2

-1 1008} 100. 8] 100. 5] 100. 4} 1063 300, 5{ 190. 7 106.9f 100.5

101, 2 101. 3! 101, 4] 101 4f 101.4 .7 18k 7 101.7] 10L.5

101, 8} 102. 04 102 2/ 102.2f 101, 2 101.0; 160.7) 100. 4] 101.4

100. 17 09.7] D07} 9.7y 067 1013} 161.6) 102.2] 100. 4

102. 5] 102. 8] 108. 0} $03. 2 163. 5 144. 1] 183. 9j 103.8} 103.5

103. 8] 103.8] 103.8; 10L.0{ 1541 104.9] 1B5. 11 1G5 4| 1044

105. 73 100. 1 106. 4] $08. 7] 108, B| 100, 5( 108,81 16591 10B. §

105. 81 108, 7] 105 8] 105. 5] 105. 4 104.8] 3104.7) 104. 50 1052

! Percentages ars obtained hy assuming that the annual tatio of K ing’s Incoms estimates converted to a
1923-28 base (U. 8. Department ¢f Commerce estimales after 1938), to the Wells-Bean estilates of urhan
eonsuier incoms (1823-25= 100} apply te midyear and that changes in the ratios from yoar 1o voar take place
gredualiy oach menth. These monthly rstiosare, therefore, obtsined by straight-line interpalation betwseen
the anousl ratios placed st midyesr, 1. »., placed between Juns and July.

T A, thoave of interpolated monthiy ratios, rether than the computed ratios from annual daia. B, the

imterpolated rating {soe 4] adjusted so as 1o give the same annust averages as ace obtalned by use of annual
dstn (see tablo 4.

3 For explanation of adjustments seo texl.

A monthly distribution of King’s annual estimates is obtained by
multiplying the Wells-Bean monthly indexes by these adjusted ratios.
Both series of income indexes are given in table 6 entitled “Indexes of
urban consumer income and of nonagricultural income, by months,
adjusted for seasonal variation, 1919-33", and are shown in chart X.
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TaBLE 6.—Indetes of urban consumer tacome and of nomagriculleral income, by
months, adjusted Jor sevsonal rariction, 1919-33
{195 25—100%
A—TRBBAN CONSUMER INCOME!

Jan. ! Feb. ! Mar. ! AN, !i.ﬁs‘]um July | Aog Sept. i Oot. | Nov. | Dee | AT
5.6 SL3 mg B1.8) EL3 SRS 91% W5 910 5 We S
IG5 1004 G 5l 02 B HR O 1050 1055 1045 125 60 %50 M5 1008
§7.5 S50 #.00 V.5 TS5 S0 X5 N5 00 MG MO A3 S
7.5 7.8 T80 7.5 £.0 8.5 %5 865 900 MO0 ELH 948 HL3
ns.sl 959 7.5 9.0 10U 5| 1625 1025 1.5 005 W0 M1 O W3 WS
100.0) 100.5! W53 W5 0 WS me mS W r‘_ﬁi el X ]
1008 1004 1000 JOL 5 11,0 1020/ 104 8 104 & WA 5 M. Sl 1ok 5 R 3| MBS
1068 2085 110.G; 3005 M0 5| 106.0) IS 5| W03 110.0/ 1110 1305 Ha & HB$
130 & 1165 1104 1105 e 5 134 5| 1.0 110 nagi A5 MRS MK 5| Led
169,50 1100 105 10.0) 1106 1128 1134 1146 D40 1S5 HES L5 XS
115 5 116 0 136 5 117. 0| 116.0) 1183 11%.8 120.5 1M 5 119.® 115 5| 114 5] 1105
112.6) J11.5! 110§ IIL3| & He o 0.6 1008 M40 1005 B35 3 K3
§5.0) 950 %50 9 o 5 5| mi &8 u‘s‘E 2o $13 WO
O FES T3 TTA 03 6K BRY 6.9 H.5 G &3 63y &3
uo% @0 6o 5 GLSi euni & 5| nc; s noi asl n.oi o &
H ]

B—NONAGERICTLTTERAL INCOME
(B, table 3, moltipliad by A, tahle €
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CORSHTNer e, Fhess anneal indexes are bassd o King's income ~Incoame

Servioes”, miras arriaire, p. 152, Americs’s Capacity to Con-

some, 1228 and T. 8. Department of Commeros estimaies of national incoms “paid oat™, miogs
agricoinge #nd pet farm rental payments to nonfarm iandiards, shiar 123, These inderes are obiained by
mwultiplving the indexes io table 5b, by those in tabies 8s, derivation of which indexes is expisined in footootes

mn@ﬁnd&mﬂh&am

In ad)usting the ratios obtained by straight-line interpolation from
midyear to midyear, certain assumptions as to the most probable
turning points were necessary. For example, by referring to the
tables and the chart mentioned above, it will be noted that snnual
fluctuations in the annual Wells-Bean income series, particularly prior
to 1925, were considerably more violent than in King’s estimates.
Thus it was assumed, in adjusting the 191920 computed monthly
ratios {of King to Wells-Bean), that the extreme fluctuations shown
by the Wells-Bean monthly indexes were also probably too violent.
Consequently, adjustments from March 1919 to June 1920, when the
monthly index of urban consumer income was rising sharply, were
made 50 that this rise would be both smalier and less abrupt; similarly,
after income began to fall late in 1920 the computed ratios were so
adjusted as to modify the decline somewhat. Such adjustments as
these, in addition to modifying the exireme fluctuations shown by the
computed monthly ratios, also brought the annual averages of the
monthly indexes into sgreement with computed yearly ratios as shown
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in table 4. Adjustments in the computed ratios throughout the
period covered by the Wells-Bean estimates were made in this manner.
Corrections were considerable through 1924 after which shifts in the
relation of King's estimates {Department of Commerce estimates
after 1928) to the Wells-Bean series were not great, as will be seen
by reference to table 4 and to chart X.

The question as to which income series is the more reliable measure
of year-to-year fluctuations in the early years when they are not in
close agreement, must await some real attempt to improve on King’s
early estimates. Until such an attempt is made, nothing is to be
gained by introducing still another national income total among the
many now available. Furthermore, the Wells-Bean index is nof based
on the total of nonagricultural income, being intended only as a rough
measure of that portion of the income of the urban population used
by recipients for current expenditure. The indexes obtained from a
monthly distribution of King’s annual estimates (1923-25=100) have
been converted to a 192429 base and joined, in 1929, with those based
on a detailed distribution of Department of Commerce estimates, to
form a continuous series from 1919. These monthly indexes are con-
tained in table 7, entitled ‘‘Indexes of nonagricultural income, by
months, adjusted for seasonal variation, 1919-37.” Similar seasonally
corrected dollar estimates are shown on chart IX,, together with agrn-
culture's contribution to national income and total national income.

Dollar estimates of nonagricultural income, by months, adjusted for
seasonal variation, 1929-37, are shown in table 8,

TasLE 7.—Indeses of nonagricullural income, by moniks, adjusted for seasonal
variation, 1918-87

[1924-20=1604]

Jan, | Feb. { Mar. [ Apr. | May | Fune | Joiy i Aug, l Sept.§ Got. | Nov, | Do, | Yoar
65.1f 85. 66.2| 88.2 718 T8 750 MY WV 9.5 7.1
83.7: B2 B33 845 BRI 84.5 834 81.0f 7.7 73 824
725 7. 29| 733 723 8.3 TEH 71 4] T2 T2p T8

. 70, 70. 7.8 TRO] TES TR0 80.8 80.2- 829 834 MO
Bl G BL B 85 8| 87 882 8B4 884 B0.2] 90.8) £0.3 870
” 2, ®.7| 88 87.& 88.4 80.2 201 809 T2E D04
2. 93. 4.2 95 98.8: 96.7F U7.0; 60.6{ 150.H 100.2] 961
100. B} 100. 98 3] Pa M0 007 100 8] HALB) 101 6] 2012} 106.3
101. 71 102 1f 102 2 162, 3] 1018} 102 3} 101. 8] 100. 6| 100.0| 100.6] 101 8

02 6 102 5 104 2] 106 4 106 5 105. 3] 105 4] 105.1] 184 8] 1040
1068, 2 08.2; 108. 8] 107.7] 100. 4 110. 4} 100 4] 100. 1| 197. 5| 147.0] W78
103, 5 103. 4; 108, 0f 162 2{ 10l i O7. 7] o6& B4 4| 3.5 1004
0.3 =9 8.2 87, 34, BL 8} BLE] 70.8B] 70.4| 84| 887
T2 T A0 58.8! 82 4 &4 63.8; 63.2 £3.3] 831 &2 47.4
56,3 bR 86.5] 62 #2 64.3] 65.4] 66.9] 00.4| 884 432
70.8 70 W m 0. 0. B85 T 7.3 72 7.7
Ta g 4, o s 75, 4.9 76.3; T3 730 .0 754
ggg gﬁl} g.: 3. 84, 85 8541 Br.% o900 o7 8.8

i No icubaral income durlng the 1024-29 base period averaged approzimatel 546,000,000 per mon
Indexes from 1919-28 are based an a rhouthly disiribution of xgng?s annual ngtﬁ'grlcultaml ggﬁumr&%
income series {p, 152, Amerles’s Capacity to Consume}: 1929-35 based on a Inonthly distributfon of U. &
Department of Comnerce income “paid out™ estimstes, sxcJuding agriculturs and net farm restal pays
ments.  Extensiops beyond 1835 are computed by use of the same moothly incems series used in distribu-
tion antunl estimates, for the 192%-36 period, 1o & monthly basis. Full detalls of the methods smployed
in arTiving at the mzonthiy estiteates on which these indexes are based are given in the text,
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TasrLe 8.—Nonagricullural income, by months, edjusted for seasonal sariglion,
1829-37
{In millions of doliars, i. e., 000,000 cmitied]
1920
Jan_|m:. Mar. | Apr. | May | Fune Juir[Aux sm Nov.| Dee. | Year
Lebor, .......o| 4381 4133 4, 124) 4,120 4153 4,189 22 m: 161
Entrepreneurial __ 841 "ass "851 % + 4’ 4‘ ﬂsmi' 4.134.50,!‘2
Property._ ... L 10 1,313 1, 113% i,u- 1,118 I,l‘Zl iim 1,128 1,131 1.123 i. 33! ls.m
Total. ... 5,852 5.896] 5,888 5,853 5,92 5,975 e.esf| 6,125] 6,009 8. 048] 5 050] 5, 8371, 008
1930
Isbor._._.._..._. w"ql 4.048) 3,008} 3,92 3,852 3,920 ssw' 7ia! 3,600 3, 550) 3 senles 03¢
Entrepropsurial . 642f 843 e aj3151 1“ &m 3‘&0‘?’5‘0
Propeny...........| L. mg 158 1 05 1 0 L i) 1,508 Lew# 1,088] 1,029] 2, 062} 1,050} 2,013, 178
Total__._.___ 5.800f 5,6%7] 5,744 am[ami s.assi s.azsi 5, 406] 5 416] 5,301) 5 284} 5, 185'60, 530
Labor._.........-| 3.4080 3, 451] 3 44| 3, 204] 3, 348f 3,208 3,74 3, 173} a7 & gmkﬁ,m
Entre; | Toom| eon| T ses 55t
Property_ ... L2 1,01y 990 B e ll.ﬁl
Total._......| & 126| 6 004] 5 000] 5,96 4.sm| gsz3| 4,778 ;m} 4, 56 4.42-} gm| £,347(57, 048
1983
Labor—_oooeonnn. 2,908] 2,839 2, 743} 2, 650] 2 500] 2 455 =2 w05} 2,347] 2,363) 2,373] 2 206 2 526l30, 305
Entrepreneurial __. @ 53 480 470 45¢] 439! 430 435 429| 5 532
Property......._... a@| 72 v 95| 7s| 2l 7| vee| 705 esel ems| 898
Total .| 4281 4,15 4,630] 3 911] 3,817 3, 882 3,5111—’ 3.4m1] 3,508 3 53 3,499[ 3, 48144, 873
) 1033
LabOr. oo 2, 368} 2,332} 2 248! zm 2.323| 2 401| 2 sl 2, 518 2, 572 2,597 2,010 2728020, 371
anmneuri&i." 426 414 { | s s 428 438|  435| 5 0%
........... o2 &0 65 647 &3 & o6 625 63 60| e a7 e
Total........ 3,476) 3, 418] 3, 201] 3,268] 3,357] A, 440] 3, 435{ 3,565 8, 628] 5, 855 3, &B4| 3, 791 ez, 054
1934
2, 865] 2, 519 z.ﬂgi 2.70f 2,796 27961 2.775] 2,784 2,736 2,900) 2,634 2, 67233, 568
442 451 460 464 464 458 447 454 455 461| 5 466
St 43, 6as| 7| ae1| eesi sen 60| e e o3 &2 e
Total......... 3,047| 3,918] 3 928 3,997 3, 0z3] 3, 25| 3,900 3,%08] 3,853 3, 924f 3.952] 4,003{47, 080
1935
2,979] 2,95¢) 2,071] 2 00| 2.967| 2 ses! 3,001] 3 0e8] 3 13| & 142] 3 245738 234
439 £75 471 £33 4659 472 478 478 488 491 £ 37 5 751
673 s71] 470 &7t &1 &7 &7 e s ]ans
4.18§ :.uwf;,u.s €000 &, £10] 4 109] 4, 154 & 253] 4, 280] 4, 3M gm{m.m
1436
3,20/ 3,211} 3z} 3,271} 3 308/ 3380 3.4:21 3, 446 s.-r:zt 1, 537| 3,818} 3, 671¢0. 536
456 490 4821 508, 514 A fiviais 825 A3 545 353 6 1%
| Tl wel N3 T Rl I3 iE B e i nie|eoe
4,419} 4,401 4,431 4, 450] 4,555| 4, €20} 4, 700f 4,725] 4, 763| 4,59 4 589} 5 39156, 325
1947 )
Labor-_o.ooeennn.. swe] s zerrlavsia s ]
Entreprensurial ___| %1 548 5341 562 882 . i [ ISR SR JUDPS S memen
perty..........| 738 7ep) Teal a8 7se|oLoIIjTIIITTIIIIIINIITT FRTUE M Iy
Total. ... 4,573[ uze; 4,975 5,053! 5,w9| ........................... U TN IV
Labor § tacludes J snd workmen's compensation, in di:icn l.os-hrussnd wages; entre-

Tt tnetud

o4 interedt, dividands, rents, and

income represents withdrawals by owner-operstors for

royalties.

Tabor, capi

and manpgemwent; propety
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The index of nonagriceltural income developed in the foregoing
pages will undoubtedly be found wuseful for most purposes in price
analyses where the purchasing power of consumers is needed as a
measure of domestic demand. There are cases, however, where a
mors comgﬁete measure of domestic demand is desirable, app;’oachi[s
more nearly a measurs of total national Income, including agricultun
income. I?:or example, farmers as well as nonfarmers are consumers
of many farm products and therefore the total demand for these
would be more accurately represented by an index that included both
sgricultural and nonsgneultural income. For this reason this final
section on agriculture’s contribution fo the naticnal income has been
prepared. 8ﬁ'.ndm'ele s a monthly series of agriculture’s contribution
to national income from 1924 to 1937 which may be added to the
monthly series of nonagricultural income. '

For ressons given in later &&ges it has been found advisable to
depart somewhat from the method used by the Department of Com-
mercs in the handling of sgricultural income as & part of the national
income. Consequently, the composite of agricultural and nonagri-
cultural income is not strictly a monthly measure of the national
income “‘paid out’ as currently defined and represented by the annual
estimates of the Department of Commerce. For practical ur;;oses,
‘however, until & better series becomes available, the one (Eave oped
below may be useful both as & monthly mesasure of money incoms of
all consumers and as a monthly measure of the national incoms.

Estimates of agricultural income used as & part of the national
income in the Department of Commerce studies are largely based on
annual date supplied by the Bureaun of Agricuitursl Economies. In
addition to annual farm income and expenditure estimates the Bureau
of Agricultural Economies publishes regularly & monthly index of
gross farm cash income as well as dollar figures on which the index is

ased. These monthly income series represent g satisfactory measure
of monthly gross eash income realized from farming operations.
However, to combine these estimates of gross eash income from farm
operations with nonagricultural income of individuals would give s
total considerably higher than the Department of Commercs esti-
mates of national income and would, no doubt, weight agriculture
somewhat too heavily in the national total. Therefore current pro-
duction expenses, taxes, depreciation, etc., have been subtracted from
gross farm income in arriving at the net contribution of agriculture to
the national total. Annual estimates of this nature made by use of
the Department of Commerce national income study from 1929 ¥
were extended back to 1924. These annual estimates of agriculture’s
contribution to national income paid out appear in table 9 and
the comparable monthly estimates appear in table 12,

“ The annual fignres used as representing sgrisultnre’s contribution to natfonal income consist of: {1
Operators’ net inveme (see table 34 of tha Dopartment of Commerce study, National Inome in the Uni
States, 1920-18); pius (2) agriculturc’s centribution to the Natlan’s wags bill and to the net incoms from
Property fnvesiments—inertgage interest and rents. The tlems montioned under (2 were considered as

expenses in arriving at cperntors” et inoomne and therefors sre added back in arriving at agricuiture’s Lotel
contribuiion to national income. .
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TasLe §—Agricullure’s coniribution (o nationcl tncome, by years, 18%5-38
[In mijilions of dollars, §. ¢., 000,90C omitted]
APPORTIONMENT OF GROSS FARM INUOME!

1024 | 1025 | 1020 | 1027 | 1925 | 199 1030 | 1081 | 1932 1933 | 1834 | IRIS | 160381

Gross farm Incomey _____ 1, 268/ 11, 966/11, 582|11, 547111, 780(12, 12510, BOR{7, GD0IS, 208(6, 00417, 407|8, 402 ¢, 20
Deductions from grosd_...] 5 628] 5§ 940 §, 004 iﬂml 4, =70 8,%]&5,5?!&.41(13,@3,54%3.738!3,9&7 4,341
Current production
GEDODSeEt_ ... ... 1, 5451 1,668; 1, 757] 1, 1,838 1,807 1, 67311, 30011, 000(1, 113:1, 172|1, 254 1,285
Renttaslllsndlordst | 1,307 1,418 1,400 1,450) I, 506( 1,5601, 231) 898 728| 7aBi S02(1,4033] 1, 260
Intersste . ________ 826f 512f G605 40T} 491 470 427 365t 399| 300; 257 He| 4
. S, 20927 205, XE 311 38| 324 316: 260t 204| I80: 186] im0l 231
Depreciation and ob-
solescanes®, . ___ FIS| R0 B1A Amp|  R17| 835 818 Tv8r TR yoi: 710 MY 7
Waogesd_ ... 1,189 1, 230 1,282 1,208| I,504| I1,313:1,112] 807 484} 518 253| 482

Operatars® net fncome 1°_ | 5,641 5, 007 5,513‘ a,-ﬁal 5,510 a?zn.azrzssn;},esej:'z. asé;,aw]-s,us' 4, 538

AGRICULTURE'S CONTRIBUTION T THE NATION'S WAGE AND FPROPERTY

INCOME
Total oo 2, 16&1 2,308! 2,323' 2,395] 2,431; 2,489|2, 000.1, 43011, 63T]1, 0471, 1821, 23| 1,642
Woges™_____........| §, 188 1,23 1,282 1,290) L 304} 1,313 1121 BO7] 52 484] 65181 653 682
Mortgage inferast 12__] 308 3100 3M¢ 310 33107 357| 287 2gi[ 228) 227 200: 200 217
Reots#__ ... ... 762 736; 789 &7 8691 [0 o | ﬁji B35 4565¢ 5EB| 733

TOPAL CONTRIBUTION OF AGRICULTURE

Total contribution_____] 7,810} & 315} 7,846( 7,343} 7,041 s_'zniﬁ,wi,mgzm 3,5&5!4,8515,?5‘ 4,471

i Soe table 34, p. 70, Natlonal Income in the United States, 1929-35, and ap ix, pp. 241-242, for more
detailed explanation of fostnotes 3 to 10 than sre givon below,  The tax figures differ considerably from those
fo the Department of Commeree incomns study and interest diffars silghtly, owing to revisions sinee publica-
tion of the lates¢ Department of Commeres study.

t Pre ary.,
3 This is lor the calendar yeor and differs slightly from published Buresu of Agricuiinral Eeonomlcs
estin;getis of gross incoms from production which are based on crep yesrs (or erops and calendar years for

vas .

* Only ihe nmount paid by (arm operaters on tha farms they operate. Current sxpenses on farms rented
ot are dedncted from gross rents in srriving at net rents. .

¥ The amount satimaled as actually paid. It was assumed that §7.5 peroetit of rents pavable were actu-

ally pui}d durix;g igi years from 1924-29, this being the percentags used for 1829 in the Department of Com-
meree intome study.
_ ¢ The estimated amount of mortgage intorest actoally paid by eperators {exelzding 16 peroent for dwell-
iogs) on the farms they eperate ?}us af] bank interest actually paid. It was assumed ithat 85 percent of
inicrest payable was actually paid durisg the 1824-20 pesiad, this belng the pereentage used for 1928 in
the Department of Commerce income study. Mortgeege interest on (arms ted oul Is sidered an
expese in arriving at net fents shown ia footnote 13 below.

Estimsted amonnt paid by operators {cxeluding 10 percont for dwellings) on farms operated by them,
sssuming same ratio of paid te payable as for frilecest.  (See footnote 4 above.} ‘Tazoeson farms rentod out
bandled same as mortgage Interest on farms rested out. {Sce footnote 8 ahove)

§ ANl depreciation and ohsolegseence on machinery plus thst on hultdings chargeable to epcrators on
farmns they operats. Huilding depreclation and ohsolescenes on farms rented out handled satne as mortgags
intercst and taxes. (Sce fnothotes 8 aud 7 shove}

* sl wapes, a8 Yeporied by the Durcau of Agricultural Fernomics. plus 25 peroent for board and 123
perernt &):;g(-r:;aisﬁos.

1% The balence remainipg alter deducting oosis from gross.  Qperators net, as shown hers, Inclodes noim-
portant amonntsof dividends and comeosation of farm managers gnd employess.  These rightiily bels
with apriculture’seodiributlon te tha Natlon’s Iaber and proporty income a3 listed below, but are exchu
to prevent duplication.

it Same a3 lootnoto B Abave,

3t This is mortgage interest, paid by owaer dreraiors on farm they operate as oxplained i fostnoie Sabove.

i Oross payments as showh 12 footnote 5 above less current expenses, mortgage interest, taxes, and de-
preclation chargeable to rented farms.

H Qpoerators’ ned income plus agriculture’s contzibution {o the Nastlon's wage snd property income.

Substantial differences between the trend of gross farm income and
that of agriculture’s contribution to national income as well as between
the actual amounts are disclosed by comparison of the final fizures

resented in table 9 with calendar year estimates of gross income.
his comparison is made in table 10 which follows:
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TaBLe 10.—Relation between agriculiure’s coniribulion to nalional inceme and
gross farm sncome, by years, 192358

{Dollars in milliens, i. e., 000,000 emitted]

Gross arm | Agricoltore's g’;ﬁ" ;f:g'_ ég}ch g‘r:g

inenms eontribution tribution to expeeds coR-

incloding o national nstiomal is tribation lto
benefits t incoms Bationa
{2 gross a

Pereendt
$ii. 20 §.80 .3 3,45
11,056 8,315 885 3 541
11, 582 7. 546 67.7 3, 734
11, 547 7,843 gi.g 3.7
13, 780 7o Gr. & 3. %e
12,125 828 8.7 8. 818
8,888 8, 3% 8.3 3,571
7.0%0 4, 110 R 2,472
5, 203 27 6L 5 2,571
6,004 355 5.0 2, 499
7,407 4,851 655 2, 558
8,402 5754 8.5 2,545
9,200 6471 7.3 AT

The figures presented here as agriculture’s centribution fo national
income are identical (except for revisions mentioned previously, see
footnotes to table 9) with agricultursl Income Produced as classified
in the Department of Commerce national income study, released in
November 1936. For the purpose of this study it appears more
logical to use this series than the one classified in the Department of
Commerce study as agricultursl imcome paid out.

The latter excludes the estimated business savings of agriculture.
That these estimates are of questionable value is emphasized in the
Department of Commerce income study, page 66, last paragraph,
where it is stated that: “There are serious limitations to the estimates
of business savings here presented for the field of agriculture as well
as for other types of industry where unincorporated enterprise is
important.” rtainly in the sense that all of the contribution of
agriculture to the Nation’s total income, as here presented, is avail-
able for individual use (of the operator, wage earner, landiord, or
mortgagee}, it may properly be considered as income paid out., That
portion of the net profits of corporate enterprise, for any given year,
which is not paid out as dividends, and is therefore not available for
individual use, obviously differs greatly from the theoretical saved
portion of the net income actually received by an individual farmer
from produets marketed.

If any business savings other than additions to capital assets
{positive or negative) are to be estimated for agriculture they should
be based on year-to-year chapges in the value of inventories of prod-
ucts held by farmers. Thus, & net gain in the value of products
held back, and not marketed during a given year, would represent
income produced but not paid out. On the other hand, a reduction in
inventories carried over would represent income paid out but not
produced. In the first instance there would be business savingsof a
positive nature and in the second such savings would be negative.
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The proper method of valuing inventories is a problem which need not
enter into this study.

Until data of this nature are available, to estimate business savings
in agriculture in an attempt to gain sccounting comparability with
methods used in making estimates for all other fields of activity, is
apt to weaken rather than to strengthen the value of agricultural
income data for use in determining the shifting influence of agriculture
on the economic well-being of the Nation,

An example of the difference in results obtained by use of agri-
cultural income paid out and agriculture’s total contribution to the
national income, as here presented, is offered in table 11,

TasLE 11,—Naglional {ncome, by years, 19%4-88
[Dollars in milHons; 1. 2., 000,000 omitted]

Agriculturat Total national: | Hatio of srrieultural
to tosal

Nognagri- Nonagri- Nonagri-

cultural cultural cultural

paid put Contrib- paid oul paid out

Paid out ¥ uted to | Paid out | plus sgzi- (Paldout®] plussgri-

national ¢ cuiture’s culture's

vontribu- gontribu-

tion iiont

Percent Percent
$50, 135 $6, 506 $7,810 | $36,732 $07, D48 2. 58 1148
83, 978 & 778 8,515 76,757 72,93 $.58 1.8
64, 748 4,885 7.B46 73,825 74, 585 5. 356 10. 52
] £.039 7. 843 74, 566 75, 479 %20 10,30
&8, 182 £,958 7. 541 75,140 77,123 8. 14 .30
71, 60% 7,080 8, 206 ] 74, 815 & 1038
68, 18 & 121 6,327 72,851 73,157 8.39 B.85
87,048 4,728 4,118 81,774 81, 187 7.85 8.73
L B77 3,583 78 48, 460 47, 604 7.59 5.73
42,04 3,453 3, 505 43, 507 45, 549 7.9 7.88
47, 689 3,868 4, 851 56, 49 B, 831 1.5 £.34
54, 188 £, 281 5§ 754 54, 169 55,942 7.89 1026
56,318 868 6 471 41,183 42,788 7.96 . 163t

t Referencd to table 2, in which the eflect of eliminating agricuttural fram totak zatlonal incoms (p erriving
at the nonngricuitural pertion was shows, will diseloss some disagreemant with either of these tozals, For
reagsons foily explained in footnotes 1o tatiles and the context of this study, revisions have been made in the
sgrienltural incoma figures as shewn in previous incoms studies, and a somewhat different concept of agri-
suitiire’s contribution to national incoms has besn adopted. When added Lo the nonagriculterad porties,
these new estimates naturally give totlals differing somewhat frem thoss iz provicus studies.

¥ Excludes nei agricuitural rantals which bave been added to agriceliural income in the following 2 col
mmns, Other than this, and the inelusion of direct relief from 1433, these totalsagree with gublmnem

“rapnt of Commaerce ostimates from 1928 to 1035, Prior to 1929, King's estimates of [Beome
production, minus agriculture,

7 As estimated by the Dopartment of Commarce, except lor siight revislons, pius net agricaliural rents
from 1926 to 1685,  Prior to 1028 sstlmated by same methods emmployed in Inter years,

1 Exeopt for revisions oxpleined In footnotes to table 9 this is essentially the same as sgricultueal incoms
preduced, as elessified in the Dspartment of Commerce income study, plus net agriculturs! :gmais.

¢ Hatio of agricuitural income paid out, to natinnal income paid ont.

& g?ﬁt’x:!hmed by agricuiture as parcent of tha total of onagriculiural nationsal incoms plas agriculiure’s
oon ot

? Estimated.

The estimates of agricultural incoms paid out, as used by the De-
partment of Commerce but which have not been adopted in this
study for reasons given above, show that recovery, from 1832 to
1936, in agricultural end in total national income paid out, proceeded
at about the same rate; the agricultural portion advancing only from
7.39 to 7.96 percent of the total. On ths other hand, recovery in
agriculture’s contribution from 5.73 to 10.31 percent of the national
total is indioated by the concept used in this study. An examination
of the trend of retail sales in rural and urban areas, the trend of new
car registrations in predominantly farm States and in all cther States,
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and other comparisons of a similar nature throw considerable light
on the question as to which of these income series really hetter reflects
changes in farm buying power.

INDICATIONS OF GAINS IN URBAN AND RURAL BUSI-
NESS BETWEEN 1832 AND 1836

Pereend gain

Rural retaitsales. . .. 82

Urban retail sales (department stores)____________________ 28

Advertising, faIm PAPETS. c o oo cmemmcmmmecmmmm oo oo 50
Advertising, general Index_ __ . ... _____._.____________

New auto registrations (21 agricultural Stafes) ___ . ________ 287
New auto registrations (all other States) . oo .. aooauo_____

Factory employment in farm-implement plants_ ___________ 207
Factory employment in machinery, excluding farm and trans-
portation oo emcccmmmcaa-

These data show that demand improved considerably more in rural
than in urban areas and reflect the fact that recovery 1In agriculture’s
contribution to the Nation’s income has been substantially greater
than the recovery in total income.

The problem of distributing by months the annual estimates of
agriculture’s contribution to national income is made difficult by
the lack of monthly data on the expendifures which are excluded
from gross income in arriving at the net contribution and which are
highly seasonal in character. Were all the necessary monthly data
available it would only be necessary to subtract monthly expenses,
after adjustment for seasonal variation, from monthly gross farm
income, also seasonally adjusted. In the absence of these basic data
by months a different procedure is followed. Instead of distributing
gross farm income by months and then subtracting expenses the
expenses are subtracted from the annual estimates of gross income and
the balance is distributed by months.

The entire balance, prior to 1929 and all of it except wages to hired
farm labor from 1929 to date, is distributed by months on the basis
of the trend of seasonally adjusted gross cash income estimates of ths
Bureau of Agricultural Economics, made into & 3-month movin
average to eliminate occesional violent fluctuations. No season
adjustment is therefore necessary.

Beginning with 1929 a monthly distribution of the annual wages
to hired farm labor is accomplished by use of an index constructed
from monthly estimates of the number of hired farm workers and a

uarterly index of farm wage rates, both of which are available in
the Bureau of Agriculturasl Economics. Wage rates for months be-
tween the q}t:]nrtferly reports are computed by straight-line interpole-
tion. Monthly indexes constructed from these employment and wage-
rate data are used to distribute the annual payments by months and
to extend monthly estimates forward until later annual data become
available. The monthly estimates of farm-wage payments are ad-
justed for seasonal variation by the method of ratios to trend.

The total of the seasonally adjusted monthly pet contribution of
agriculture to national income, determined as explained above,
probably doss not differ greatly from results which would be obtained
were additional basic data available by months. The fact that final
figures ars, in any event, adjusted for seasonal variation tends te
munimize the influence of the seasonal character of basic data used in-
their computation.



32

AGRICULTURAL ADJUSTMENT ADMINISTRATION

Agriculture’s contribution to national income by months has been
added to nonagricultural income from 1924 to date, and the resulting
totals used to construect & monthly index of nationsl income for this
pericd, These data are shown both in dollars and as indexzes in tables

12 and 13.

TasLe 12.—National income, including agriculiuret by months, adjusted for
seasonal varialion, 198437
{Millions of doilars; i. ., 000,000 cmitted]

1028
Fan, | Feb, Mar.iApr. Mgy |{ June | July | Aug. | Sept.] Oct. | Nov. | Dec. [ Year
Nooegrienltural.___| 5074 5190 5,102 5 135 5000} 4,92¢| 4 552| 4,880 4, 047] 4, 041] 4,088] 5 135(ec, 138
Agriculture's com-
tribution......___ 0| @4 ol sm o w7 o se| e ol 708 7.5
Total o ooon._ 5.mi 5,784 5,723[ a'rasl & 00! 5, 56t & 508 5,525] 5,607 aml 8,883] 5, B44/67, 945
1925
Nonogrieuiturel ___| 5 185 5,,11:] 5,174] 5 196] 5.224| 5 208] 5,367) 5, 38| 5,370 5, 529] 5 567] 5, 507,07
Agriculturs's con-
tribution. .______ 777 78 695 o662 am| sl er7 ™M o8s| oe1] 8,315
Total......_.| 5812 5921 5,912 580 5,836‘ 5,907] 6,812 6,010 5.1001 u,mi 4 B2 a,m}zzm
1928
Nonngricuttural____| 5 566] 5 572 5, 5u¢! & 566 5 450| 5 522] 5,459 s.nfs} s.mai 3,644] 5,623 a,m'os,m
AgTiculture's con-
tribution. - ceeeo - Ho7 678 [l 851 847 854 kil i Li74 648 603 6006/ 7| 7,848
Total_______{ 6,288 a.zm]s.m 8,207 5,007] 5 206 s,wel 8, 235 s,mls,m & 4! §, 200|74, 588
1027
Nonsgricultural____| 5 829 & 656] 5 640 5 6a2] 5 800 sj 5,648 5,674 iﬂam 3, 580| 5, 580(e7, 638
griculinre’s con
fribution._ ... s1ol ez essl ovs 60 ar2| e ¢ s i8] 7,548
Total_..... &m]a.m! s,mf aml 6, 355] 6,361 6,318 s,w[ s.aw; 8,230 8221 u,ms]:a.m
1928 R
Nenagricattarsl____| 5,69| 5 672 aj 5653 5 083) & 7ve| & 840] 5 854 5 897] 5843 5 808] K musien, 12
Agricubture's con-
[ e a2 em szl 70 W 638 M| iz 71| g6l 7,84
Tatal........ 6,251 6,208 8,357 c,a&si &asa| 6 477 a.sml o.wzi ﬁ.{?il 3.4853 5, 407 a.selln,m
1926
Nonsgricoitural___. a,ﬁ 5,806 5 585 aﬁ 5,820 5975 a.emis, 5,063 6 048] 4,950] & 93371, 808
Agmieulture’s oon-
tbULoD e ass ool o9l €87 o4 mi ae| T3 To| eo7l 05 328
Total.... .| 6821 e\m{&m 8, 587| 8,611 0,430 e.mi uz;l &mi s.rasl 8, 526 a,smln.szs
1930
Nonagricaltarsl __.| 5 886} 5,837 & 744] 8,732 5,’;| 5,585 a.mf 5,486 & 418] 5 311| 5334 5, 185/06, 538
Agricuiture's con-
tribution........| 81% em} sl 72l a8l bos| B8l ae  4ve] 463 &3 8,37
Total..... e,im!s.m]s,m 8,304} 6,281 & 29 6, 150] 5 00 amf 5,?74' 5677 a,mslrs.zs?

1 Ay defined In this study; differs somawhat from Department of Commerce estimateos.
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Tapie 12.-—Nalional income, including agriculfure, by months, adjusied for
seasonal variatien, 1984—37—Continved

2ifllions of dollars; i ., 006,000 omitted]

11
Jan. | Feb. | Mar, | Apr. | May | June | July | Aug. Sept.| Oct. [Nov.]| Dec. | Year
Nomagricuttursl.._| 5 18] 5 ooe] 5 000 4,008 4,591 ¢, 528] £, 775] 4, 64] 4, 556] € 427 4, s08] 4, 547]57, 048
Agricultore’s coms
tribution ... _ s =7 sl ag sm an a3 el = w2 40
Total.______.| 5,537 5 481 5,mi 5353 5,572' 5.1351 5,255' 4.9@% e,ssz! 4,708 4,887 4,&2461,15:
1038
Nenagricnitorat __]| 4,281 418 i.(b(}g 3,011} 3,817 3,882 3,570 3, 491 3,508 a.mfa.m 3,4-18!14.8?7
Agricultare’s con-
tribution...._____| 23| o6e oeal 2s6] Bl 2 s w8 v seel w7
Total.....oo.| 4.534] 4,420 4,208] 4,167] 4, 0%} 3,900 a,mi s, 687) 3,702 5,710) 3,000 3 652len, 880
1033
Nonngricaltural....] 3,476 3,418} 2,201] 3, 206] 3,357 3, 440| 3, 45| 3, 565] 9,60 3,065 2, 084) 3, 7014z ot
Agricuityre’s eon.
tribntion_ "] 218 28] 229 25| 33| 389 357 s24| s8] ss0] 8,508
"Fotal, T s.as&la.msl s.m{ 3,632 3,773 s.m! a,mi 3.9&5!3,079 i,mlsmu,m
1034
Nonagricaltural ___| 8, 947| 8,015] 3,028 3,897| 3,928 3,925 3,000] 3,008] 3.853| 3, 02| 3,853} 4, 005(47, 050
Agriculture’s con-
ibution... .| 335 as| asel 385 ave| a5 FEN TS| 48] 425 4,881
Totalo. o _.. 4,252| 4,260] 4,284 é,m“‘l t.aaol A(azoi 4,3291 4.sa31 4.31&[‘.3831 £ 397 *;430!51.081
1035
l:::m;ig:lem 4,000) 4,138] 4,007} 4, 115 4,000 4,1101 %100 4,15:'4, 4,280 4,324] 4,438]50, 188
CE 3 ©8n-
uibutton. .| 4 aa] 4] 4n| sm| w6 s B 881 5754
Tots). ... 4.510‘ ¢.5&9} 4.&51 4,588 e.ass| 4, 808 4,6&; 4,851 4,725 gsmi 4,355[ wmlss.m
1838
Exaﬁtpﬁ,_-- 4,410) 4,401] 4,430 uwl 4.&55[«.&20 4,702 4,725 4,769 4,890 4,800] &5 W1|te, 315
CLL 8 ¢GR~
tribution. ........| 5| 450 «r2 od| sl sems| me mes| e sasl sE| Erof 6em
Total _______ Amlsm 4.903]*.974 51 5183 5;38]5,3“ s.aasi 5.389] 5,543| 5 9a1/62, 788
1937
Nonagricultural .. _| 4,871} 4,528 4.0'?51 5,053 5000 _____| ... ]--.._ _-....1-.._..l___ ......
Agricultura’s ¢on-
ation.. ... sosi e8| eosl essl__.. .|l U IO N
Total._...._. 5,430 5,491 5 563 s,asals,w?..‘. ................... ] ...... { ..................
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TasLe 13.—7ndexes of nalional income, including agriculiure, ! by monihs, adjusted
Jor reasonal variation, 192487

Jon. | Feb. | Mar. | Apr. | May | June | July | Aug. | Bepl.] Oct. | Nov. | Dec. | Year
.9 96.8: D0.5 915 847 9.2

8 98. 3% 100.2; 100, 5] 100. 8] 97.0

2 100. 4 100.0 100, 4] 80 0] 106.1

3 1004} 100.3; 100,23 99.8) 101.3

@ 1042 4. 4 148 1547 1005

4 1002 108,88 1067} 165, 7] 105. 1

L M.9 2. oL 4 98.3 .2

88, 9 Ti8 75.7] TB.5[ Ti. 4] ST

75 8, 3 50. .7 .4 &5 8.9

58 55. 4 .S M1 4.6 6.8 812

as 9. 2 §8.5 70 7.8 7L3] &Y

3. 7 9 Wi TI TR 860 V5L

7.2 78.8 8.9 80 8 85.9; s0.8] o5l oz ¥ 84d
................ 875 88 o TR LT S A S S U SUNI SN SR P,

1 Nationpal incoms, incloding sgricuiture, as defined ir this sindy, averaged a; ximately $8,21%,000,00¢
moenth during the 1824-29 bass pericd. The nonegricuitaral portion of the total iz obiainad through use of
‘s estimnatas for ysars prior to 1020 and Deperiment of Comineroe cstimates aftor [928, a8 explained in

detall elsawhers in this study.

Agriculture's contribution to the total, beginning with 1020, represenis a reciassificatisn of the Depatrt-
ment of Commerce~income estimates falss soms revisioas). 'Tbao Agures used include the ne$ income of
farm operators, pius the contribution of agriculturs to the Nation's wi and property fncome. For ysars
gﬂnr to 1029 tha estimates wers made by use of the sams basic series of income and expeaditure data sud

¥ the ssme methods that were employed in arriving at sgricultore’z contribution in later years,



APPENDIXES

APPENDIX &: MONEY INCOME OF FARMERS AND INDESTRIAL WORKERS. AND
SELECTED RETAIL EXPENDITURES

(From the Agricultural Situation, February 1933)

In a recent issue of this publication ! there were presented dats on
trends in gross farm income and expenditures in which it was shown
that the expenditures for such items as fertilizer, feed, farm wages,
and machinery wers directly dependent upon farm income. In
another issue  the post-war ¢ in farm income were discussed
in relation to changes in domestic demand and financial conditions
and to chanpes in foreipn competition and demand.

In the following article sre contained two sdditional sets of dats
which deal with (@} the monthly money incomes of certain groups of
industrial consumers related to the monthly money income derived
from farm marketings and () the income of nonagricultural
censumers related to their retail expenditures for selected food items.

The three groups of industrial workers considered in the first set
of data (shown in fig. 1) are those attached to the factories, railroads,
and construction industries. According to estimates of the National
Bureau of Economic Research, wages and salaries of individuals
attached to menufacturing establishments in 1928 amounted to about
$14,500,000,000, of those attached to railroads $3,100,000,000, and
of those attached to construction industries $3,500,000,000. These
groups represented about 40 percent of the total of all wages and
salanes, amounting in that year to $52,000,000,000. The current
changes in the money income of factory employees are indicated in
figure 1 by an index of factory pay rf)ﬁs ublished by the Federal
Reserve Board. A similar index, comp&teg by the Federal Reserve
Board, derived from reports of the Interstate Commerce Commission,
shows current changes in railroad pay rolls. For the construction
industries there is no current index of workers’ iIncomss, but inasmuch
as wages form such a large and fairly stable proportion of the value of
contracts awarded, the latter may be used in this connection es
representing approximately the current flow of income to consumers
attached to the constryction industries,

From the showing in fizure 1 it appears that by the end of 1932
railroad and factory pay rolls had declined respectively to about 50
percent and 40 percent of their 1923-25 levels, while construetion
contracts awarded in 37 States averaged only about 25 percent of
the 1923-25 level. But the latter, judging from other available data
for recent years, apparently overstates the decline in total construction
expenditures, which in 1932 was probably about 40 percent of the
1923-25 average. '

 Ses “The Agriculturs] Situstion," July 1832
1 5ee “The Agricaltural Situstion,” Deoember 1032
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These three measures of industrial consumer’s income when com-
bined * (see lower half of fiz. 1) show a level of income in the period
1926-29 about 10 percent higher than in 1923 with no marked upward
trend durn thaté‘ggled. tween 1929 and the end of 1932 there
has a decline from about 112 percent to about 40 percent
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The course of these combined industrial incomes besrs a striking
relation to the course of the money value of farm marketings, par-
ticularly from 1921 to date.* During the last 3 years the changes in
farm incoms have run parallel to those of industral wage earners but
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on a somewhat lower level. Some marked differences, however, oc-
curred in former years. Thus in 1920-21 the decline in farm income
was an abrupt one, due chiefly to the course of price deflation which

¢ The index of vatue of (srm marketings derived from an index of agricultural markstings apd an Indsx
of prives recelved by farmors, beth adjusted for seasona). =
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exceeded the decline in industrial wages and employment. The
irregular variations in farm income during the 192123 seasons largely
reflected changes in prices of export commodities, particularly whesat.
‘The much sharper rise in farm income in 1924-25 was produced chiefly
by a wheat shortage outside the United States and a very active foreign
demand for our surplus of wheat.

While it may be inferred from this illustration, with some reason,
that agricultural income failed to expand after 1925 because the in-
comes of these three industrial groups also showed no advance after
1925, it should be borne in mind that employment in other industries
and the national income of all nonagricultural consumers continued
to expand and that, as pointed out in the July 1932 issue of this
publication, farm income from Livestock after 1925 continued to mount
with the rising national income, while the income from crops affected
by depressing influences of increased foreign competition tended
‘downward.

The rather close dependence of farm income from livestock and
livestock products, of which relatively little is exported, on the money
- incomes of domestic nonagricultural comsumers is clearly suggested
by the close correspondenee that existed during the postwar period
1920-32 between an index of the total income of such consumers and
estimated total retail expenditures for the country as a whole for four
selected items, pork, beef and veal, lamb and mutton, and butter?
(Ses fig. 2.) Between 1921 and 1929 the index of money incomes used
in this Mllustration * advanced about 60 percent and between 1929 and
1932 had declined about 50 percent to & level below that of 1921,
Expenditures for butter for this 13-year period show practically the
same change as those of this index of consumer incomes. The expendi-
tures for the three meats, though corresponding in their changes fo
those of consumer incomes, show a somewhat smaller rise from 1921
to 1929 and & smaller decline since then, suggesting that as national
income rose a somewhat smaller proportion of the corsumer’s income
was spent for meats and a larger proportion for nonfood items—in
this period for such items as automobiles, radios, etc.—and that as
the national income declined siter 1920 and 1929, expenditures for
meats declined less than those for less essential commodities. In the
case of lamb and mutton, it will be observed, expenditures reached
their lowest level in 1922 and their highest in 1930, a year after the
corresponding levels in consumer income.

L. H. Bean,

Division of Statistical and Historical Research.

i Ex inres for et 63 compruted by G. B. Thorne and Preston Richards and for butter by E. E. Vial,
* Thls index i3 based on sstimates of the United States Treasury of the total gross income of corparations
which in 3921 amounted to $95,300.000,000, $158,600,000,006 in 1928, and $107,000,000.000 in 1931, A forther
drop to about $56,000,006,900 or somewhat less is indicated for 1932 by the course of industrial preduction,
Fﬂm and check ments.  ‘This serjes represents o wide variety of dishursements, actusl and potential,
or wages, ma dividends, which inay be considered in the nature of actual or potential incomes of wage
earners, managers, Ownars, and bend end shareholders. “The incotnes of certaln groups of consumers sueh
#% Qovernment employees and professional gropps are not, of refiected Bere. These angunl gross
receipts are much Jarger than the ostimatss of oatiopal income since the Iatier attempt to axclude duplies-
itops. The conrss of this incomeseries {rorm 1920 to 1931 corresponds very ciasely to the estimsetes of nationsl
ineomea of the National Bureau of Econssio Research, though in some years fiuctuating somewbhat more
than the sstimstes of national income becsuse the latter indlude evaluations of eertain forns of income that
ararelatively siabls, For 1021, the naliopalincome as gstimeted by the national byrean was $63,700,000,000;
for 1928, $58,300,000,000, tialatest estimate availnble. The course of the Indsy in Fig. 2 indicates s national
ineome far 1929 of about §81,000,000,000; for 1931, $67,000,000,000; and for 1032 somewhat Bnder $55,008,000,000.



APPENDIX B: INCOME OF URBAN CONSUMERS, 1315-32

[Prepared by . V. Wells and L. H. Bean in the Division of Stafistical and BHistori-
cal Hesearch, Bureau of Agriculturs] Ecenomics, U. S. Department of Agri-
culbure, in Getober 1933, ugot previously published]

An index or measure of the total volume of the income received and
currently spent by urban consumers is often desired in connection
with outlook work., At the present time no such index is avsilable
although a number of excellent indexes of factory and of other pay rolls
are currently published by the Bureau of Labor Statistics and the
Federal Reserve Board. A first approximation to such an index,
together with an index of the income of industrial workers which may
be of equal interest, is presented in figure 1 and table 1. As presented
the indexes are to be considered as only approximate, and it is hoped
that someone will revise or rework them when the estimates of the
national income for the period 1929-33 and the revisions of the esti-
mates for the period through 1928 are completed by the Bureau of
Foreign and Domestic Commerce and the National Bureau of Eco-
nomic Research,

The weights used in combining the several individual indexes given
in table 1 inio the compokite indexes were derived from the estimates
of wages and salaries presented by W. I. King in The National Incoms
and Its Purchasing Power. Since no date were available for the
service group, it was assumed to be equal to the public utilities group.
The interest and dividends weight was caleulated by taking 35 percent
of the net volume of interest and dividends after payments to cor-
porations had been adjusted for! The average annual incomes in
millions of dollars of the seversl groups for the period 1923-25 and the
relative psrcentages were:

Pervend
Factory. . ___ . $14,205 39.50 rounded to 40.00
Buildin 2,170 6.00 rounded t¢ 7.50
Railre 3,105 3.50 rounded to 7.50
Mining 1,835 4.50 rounded te 5.00
Trade o et 5,400 15.06 rounded to 15.00
Berviee_ . oo . 1,245 3.50 rounded to 3.75
Pablicwtilisy._________________________ 1,245 3.50 rounded to 3.75
Government. . ______ ... 4,925 13.75 rounded to 12.50
Interest and dividends_ ____.____________ 2,070 &.75 rounded ¢ 5.00

As indicated in the third column, the weights of the several groups
were rounded for ease of calculation. Since other data indicated that
the weight given to the building group should be increased, the weights
of the railroad and the government groups were decreased somawhat
and the weight of the building group was increased.

. The factory, building, raiiroad, and mining indexes were combined
mnto an index of the income of industrial workers since they are the
ﬁzé;):”ufd‘ahrn‘ %?ngniz fm%“&%gr&egftm@gﬁ@'ﬁ nt: divig:;gﬁmawm

are not currently spect for consumption goods, the 35-percant weight was deck upon. Ses A, A. Berie
sod Q. C. Means, Thes Modere Corporsticn and Private Propecty. ded upon

Credit for help in collecting data and for clerical assistancs is due to Viola E.
Culbertson, Margaret Frazier, and Lacy G. Jackson.
38
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sensitive indexes and since they have a different trend than the non-
industrial group. For the 1923-25 base period, the industrial index
represents an annual income of about $21,600,000,000. A nonindus-
trial index may be calculated for any given month or year by sub-
tracting 60 percent of the industrial index from the index of urhan
consumers’ income and multiplying the remainder by 2.5.

The income represented by the index of urban consumers’ income
for the 192325 base period is about $3,000,000,000 monthly or
$36,000,000,000 annuslly. The industrial index is given a weight of
60 percent in the construction of the urban income index. Either
index msay be shifted to any desired base, since they are both of the
simple aggregative type. The changes in the index of the income of
urban consumers sre believed to be reasonable measures of the changes
in the current income of approximately 80 percent of the urban work-
men whose incomes furnish the great bulk of the domestic purchasing
power for food and clothing.

A monthly index of the mcomes of urban consumers is presented
in table 2, and of the incomes of industrial workers in table 3. Some
comparative indexes of urban income, of gross agricultural incoms,
of corporation income, of bank debits to individual accounts, of
indusf}‘!;lriai production and sn index of urban population are presented
in table 4.

Since the several indexes which were combined into the composite
indexes of industrial and urban income were all adjusted to the 192325
base and corrected for seasonal variation before the composite indexes
were calculated, the indexes of the incomes of industrial workers and
urban consumers are also on & 1923-25 base and are automatically
corrected for seasonal varintion. With the exception of the Govern-
ment index, all of the data enfering into the index of the income of
urban comsumers is published monthly in The Survey of Current
Business. A short description of each of the individual indexes used
is given below.

AcToRY.—The index of factory pay rolls currently compiled and
published by the Federal Reserve Board is used fo measure the income
of factory workers. As published, this index is not corrected for
seasopal variation. To correct for seasonal, the factory pay rolls
index is divided by the seasonal indexes given in table 5. This
seasonal index represents the average seasonal variation in the index
from August 1922 through July 1930.

Bumping.—The index of construction contracts awarded, corrected
for seasonal variation, as currently published in the Federal Reserve
Bulletin and the Survey of Current Business, is used to measure the
income of building workers. To allow for the translation of contracts
awarded into payments to workers, the index is lagged 2 months.
To adjust the Ig.g;ged indexes to & 192325 base they are multiplied by
1.033. Theindex is based upon data collected by ¥. W, Dodge Corp.

Rainroans.—The pay rolls of class I railroads es currently reported
by the Interatate Commerce Commission are indexed and used teo
measurs the income of railroad workers. To correct for seasonal,
the railroad index is divided by the indexes of seasonal variation
given in table 5.

Mivine.—The index of mining pay rolls is calculated from the
indexes of mining pay rolls wbicﬁ are currently compiled and pub-
lished by the Bureau of Labor Statistics. The index is ca.leul];ted
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by (1) giving 8 weight of 1.0 to anthracite coal, of 4.0 to bituminocus
coal, of 1.0 to metalliferrous mining, of 1.0 to quarrying and nonmetal
mining, and of 1.0 to petroleum to obtain & composite index on a 1929
base, {2) multiplying the composite index by 1.125 {o transfer it to
a 1923-25 base, and (3) dividing the 1923-25 index by the ssasonal
indexes given in table 5 to adjust for seasoneal variation, The seasonal
indexes are average ratic to trend indezes for the 3-year period,
1929-31. The annual indexes from 1919 through 1928 are based
npon estimates made by King, and the same proportionate monthly
variation was given the index through 1928 as was shown by a com-

ite monthly index of factory, construction, and railroad pay rolls.
%Olfe sunual index for 1929 was estimated from the index of mineral
production of the Federal Reserve Board. )

‘WnoLESALE AND RETAIL TraDE—The trade index is caleulated
from the indexes of wholesale and retail pay rolls currently compiled
and published by the Bureau of Labor Statistics. The index is calcu-
lated by (1) divniding the retail index by the seasonal indexes given in
table 5 to adjust for seasonal variation, (2) combining the two indexes
by giving a weight of 2.0 to wholesale trade and 5.0 fo retail trade to
obtain & composite index on a 1929 bese, and (3) muitiplyl;iﬁg by 1.250
to transfer the composite index to a 1923-25 base. e seasonsal
indexes for the retail index are average ratio to trend indexes for the
period 1929-31. Since the wholesale index is characterized by an
almost complete lack of seasonal variation and has almost the same
trend as the refail index, it was used as s measure of the frend of the
retail index. The annual indexes from 1919 through 1929 were based
upon estimstes made by King and the extension of a trend, and the
same proportionate monthly variation wes given the index through
1928 as was shown by a composite monthly index of factory, construe-
tion, and railroed pay rolls,

Service.—The service index is based upon the indexes of lmmdlﬁf
dyeing and cleaning, and hotel pay rolis currently compiled and pu
lished by the Bureau of Labor Statistics. The index is calculated by
(1) giving & weight of 2.5 to laundry, of 1.0 to cleaning and dyeing,
and of 2.5 to hotels to obtain a composite index on a 1929 base, (2)
multiplying the 1929 index by 1.225 to convert {o a 192325 base, and
{3) diniding by the s&tsn&n.sm:rnai7 indexes given in table 5 to adjust for
seasonal variation. The seasonal indexes are ratio fo trend indexes
for the 2-year pericd, 1931-32. The annual indexes from 1919 through
1929 were based upon the assumptions that employment in the service
group increased approximately 50 percent, that earnings per person
employed increased somewhat, and thet the rate of incresse was the
samme absolute amount for each month.

Puavic Uritrties.—The public-utilities index is based upon the
indexes of public-utility pay rolls which are currently compiled and

ublished by the Bureau of Labor Statistics, The index is calculated

vy (1) giving & weight of 2.0 to power, light, and water, of 1.0 &
electric railways, and of 2.0 to telephone and telegraph to obtain s
composite index on a 1929 base, and (2) multiplying the composite
index by 1.300 to transfer it to a 1923-25 base. No seasonal cor-
rection 1s needed. The annual indexes from 1919 through 1929 wers
based upon estimates made by King and the extension of & trend, and"
the same proportionate monthly variation was given the index through
1928, as was shown by & composite index of factory, construction,
and railroad pay rolls.
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GoverRNMENT.—The Government index is & eomg;)site index repre-
senting Federal pensions, army and navy pay rolls, post-office pay
rolls, ¥Federal civil-service %a;y rolls, school-teaching pay rolls, and
State and municipal pay rolls. The several annual indexes and the
weights used in construciing the general index are given in {able 6.2
The -individual indexes are chiefly based upon estimates given b
King, upon maserial presented in the 1934 Budget statement, whic
was transmitted to the Seventy-second Congress, second session, by
the Presidenf, and upon the sssumption that payments to school
teachers declined a$ a slower rate, and payments to other State and
municipal workers declined at a faster rate, from 1929 into 1933 than
did paymenés to workers in the Federal post office and civil service.
The snnual indexes were s¢ distributed monthly as to be nonseasonal,
10 give 8 smooth trend, and o meke all changes on quarter dates.
The Government index 18 dropped enough in April 1933 to lower the
index of urban consumers’ income one-quarter point, and enough in
July to lower the general index 1% points. The index for the pericd
from July through December is carried at 110.0.
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INTEREST AND DivipENDs—The interest and dividend series which
is currently comgiled and published by the Journal of Commerce is
indexed and used to measure interest and dividend payments. The
index is calculated from the interest and dividends data by (1) calcu-
lating a 3-month moving average centered on the third month, and
(2) dividing by the seasonal bases shown in table 5 to reduce the doller
data to an index on & 1923-25 base and to adjust for seasonal variation.
The index represents payments of interest on the Federal debt, of
interest on the New York City debt, and of interest and dividends by
corporations reporting such payments to several financial papers
published in New York City. Since the index was revised and ex-
panded in 1927, the earlier data were multiplied by 1.16G to adjust to
the 1927-33 level.

* Allowance {3 mede for relief expenditures by ths Federsl Govertnment in the kast quartar of 1033 In tables

tand 2. Asa resalt, the Qovernment Indax for 1933 a3 ziven In table 1 k= somewhst higher than the indax
a3 given in table 2, whers relief expenditures are sxcludad.
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TaeLr 1.—Indexes of $ncome of indusirial workers and urban consumers, 191933

Froz3-25=-100]
Induastrial workers' income
Can- Whole- Pubiic | Qov- Inter-
‘ sale and est and
Year |suiners . retail | Sorv- | mtil- § erm- Vg
incomnetl moeat 3 Pac- | Build- | Rail- [ Min- trade * fco# ity? {mpent? dends ®
tory ing? read ing
_______ 8.8 820 828 55.0 9.5 B38.5 .5 .5 620§ 1005 83.0
-} 191.8] N3O KB #3.0{ 12720 113.0 .0 g82.0 81.0 85 8.0
. .5 1.0 770 . b .0 8.5 76.5 86.5 83.5 95.¢ EL.&
b 84S BLO _E .0 0.5 810 gL B 85.5: 955 B35
] %.5] w@ep| K5 84.5| 188.5| 1120 ®.0 5.5 5.0 865 %535
- 9.0 85 & 85 5 6.0 8.5 #2.5 #7. 5 100.G 99. 5 . 5 Ho.6
N s8] w25 { LY IS 9.0 85, 56 .5 4.5 105.5 104. & 108. 5
J 16 s] e 45| 1I340] I0L5| R0 N30} IO 1140 MRS 14+ S
| 1% 5 5 1026 133. 5 1. 5 010 i3 91 113.5 118. ¢ 1128 1280
11251 160 | 020} 1306 9.5 L0 210 1IWe: 124.0: 137.5 134.0
A ours] wes| 80| 1250 0.0 11255 i25.0p 1225 1300 125 168.0
| s 5.5 &5 3’5 8.0 0] 1206 13607 120.0; 1270 195.0
- 2.0 7.5 6.0 O 725 65.5] 1875 03.0: 176 129.4 185. 5
- 8.5 4.0 45. & ki N] 825 41.0 86.0 .E Gi 120 183
833 ... 45 8 44.0 £7.6 2.2 488 41 79 8.7 848 NS 143.0

t Calenlated by giving welght of 24.0 te industrial workers' ncome, of £.0 to frade, of 1.5 o service in-
dusiries, of 1.5 to public gtilities, of 5.0 o Government, and of 2.0 to interest and dividends. For the basa
mﬁod the average monthly Income Tepresented by the index is $3,000,000,000,

Cal[fstfhted by giving weight of 16.0 1o factor¥, of 3.0 fo building, of 3. amnﬁrwd and of 2.0 to mining
ro

93‘ Constraction contracts 2 months,
4 Weieht of 2.0 given te who! o trade and of &ﬁ to relail trad
3 Weight of 2.5 to hotels, of 2.5 t6 laundries, and of 1.0 mdyeing and claaning.
¢ Weight of 2.9 to electric railways, of 2.0 1o telephone and telsgra am;m sl of 1.0 1o power ami i!ght.
t Consposite of Federal pay roils and pensions, school taaching, Stats and ¢ity governm
& Corporate interest and divideads, interest en Foderal debt, and interest on New York Cxty dabt.

TaBLE 2.—Inderes of income of urban consumers, by months, 1919-881

£1923-25= 10

Yeur Jan. | Feb. | Mar, | Apr.{ May | June | July | Aug. ! Sept.] Qct. [ Nov.| Dec. Aa?:'

k313" N 87, 81.5] 80.0{ 81.0| SL5 84 88.31 0L.0] 983.5| €. 4. 5 98.8] KIS
30 I 103, 81 1009 108, 5 102, 4 183.0) 108.0f 108. 5] 14. 5. 102 5| 8807 95.40] 30.5 101.8
W2 .. 87 B3 8l 78.5] = 86 78. 8 .5 79.6f T8 78.6|] 7B 5 BOE
34 TS T 78.00 7750 BLO] B4 5 BA5 BAES 00O MO0 WS LY 83
b 15 85.5 050 UI.5] 99.0! 101 5] 102. 5| 102 5] 101. 5 100.5; 100.0 161.0| 005 965
b3 I, 100.5 100.5 0.5 90.5: 9.0 4.5 936 933 9507 950 960 9.0 970
1 2 1008 100.€ 00.0] 100.5! 101.0| 102.0| 104 9 104. 0] 104. 5 107.5] 108 5) 108. 5] 103.§
h1c7- . S, 108. 01 200. 5 1.0 100, 5; 107 5| 105. 0} 108. 5! 100.0; 110.0 111.4f 110 5 166.¢ 1045
) 1 115.0] 21G. 5] 1300 110. 5] 110 5) 116 5 110,90 110. 5} 110.0: 10R 51 108 5 168 5 110.0
f1: .. S, 109, 5 110.6) 110,50 110.6| H:O.O) 112.0) 1138 114.0) 114,05 134.5( 114. 5] Li4 5 112.5
W 115. 5 118.9 £)6.5¢ 117.0( 118.0] 118. 5] 119.0: 120. 5{ 120. 3] 119.0] 115. 5] 13&£ 8] 1175
b1 o 183.0] 111 3 110 5f 1§). 65| 119.0| 100.0] 107.0; 104.0} 164.0] 1@. 5| 885 &7 108.5
65.60 95.0 9505 B5.0| 4.0 02 0] 005 88 5 BT.0] B4.5 3.0 AL 80. 0

79.0] 76.5 .5 720f 705 685 GO 65 B5.5 880 85.5 64 ®.5

64 a3 60.0] 60.5F 61.5 o4 85, 8.0 7.5 2.0 0.5 T 66.0

5 Calculated b);ﬁévlng wolght of 24.0 fo industrial workers' income, of 8.0 to irade, of 1.3 4u servioe indus-
{ins, of 1.5 to pul ulilities, of 3.0 to government and of 2.0 to interest and dividends,
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TaBLE 3.—Indezes of income of indusirial workers, by months, 1919-85}

[1923-25=100]

Yeur Ian. | Feb.| Mar.} Apr. | May | June Iukyi!mg‘ISept. Oct. | Nov. | Dec.| Av.
815 5 7. 00 10 7.5 8.0 108, 0

116.5 1155 1i8. 50 310 5 119.9% 118. 5 115.8 188.5| 1045 o7. 1130

78, 5 75. 76 Wi OIs 75, 75 7.6

74, 3. 78 52 8 85 0. 8290

9. 0 i 1040 1050 105 O 104. 08 1025 12 O 1.0 101, i8]

5. 0. 6. B 123 a1, a3 2 3 95. 5

400l 46.0] .0 4.5 4.0 305 405 41 035 w«o
3.3 ds0 ss0 405 2 s sl Y Be o #.0

i Onlentated $7 giving waight of 16,0 to Gactory, of 3.0 {0 building, of 3.0 1o rafiresd, and of 20 to minlog
pey roila.

TasLg 4.—Selected indeves of tncome, bank debits, sndustricl produciion, and urban
population, 191 9 3¢

[1922-25=100]
Consum- N ‘ Carpers- Ind TUrban
s ¥
Yesr s tion dfggl frial pro- | populs-
income Agricui- ¢ income ¢ duction 4| tion §
Urben tural
87.5 B M . .7 <41 4
1000 [ 551 3R 3 R ] -HL2 2.0 912
80. 5 821 B0 %e 23 5.0 02
BL S 844 6.8 81.¢ 853 Ak G 51
0.5 54 96, 4 94535 i 16L 6 .3
7.8 9.2 0.0 90 6. 4 9506 1
5 654 05 108, 4 HIT.2 4.0 Wri
1085 8.7 003 118 08 ji N 104. 5
18 14 ¢ WL 4 112 8 H4 6 308. 0 1073
x5 1154 e s 1226 1280 15N 1] .3
117 % g 0Ll 124 7 % I | 110 11: 3
108. 5 1R 3 8212 108. § 23 6.0 113 5
0.0 [ 1% 8.4 - ) 0.9 810 114 5
.5 7nd 4.0 a9 854 0 e ?

1 Natioanl Burean of Economie Research snd Dspartment of Agricniture. Gross agricultural income b
subiracied rom the national inpoms to obtain an estimats of urban income.

3], S. Treasury Deparimant.
Y‘%mc Economic Socisty. Index is for bank debits to individual socounts {n cities other than New
o ity

1 Federal Reserve Board.
i?meJulhmmmwmmlm!towhmmmdmm

Base wealght for consumers’ incoms is 538, m&xwhu]xuﬁm mﬁanﬂixxnmah
$566,350.000,000, for agricuilural partion b $11.430.000,000, for corporation income is $127,165,000,000, for
000,000, urbean popalation
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TapLe 5.—Selecled indezes of seasonal variafion

Ratlread Mining TRatall Service [Intsrestand

Mozth m payrolls | payrolls | payrolls | payrells | dividends?
[ . .1 8.4 L8 300.€ 8.0 4225
1015 o2 R 106.0 7.0 2.0 415.0
10,5 2.9 6.0 0.0 100. 0 307, 5
1020 8.0 B0 .8 W0 332. &
105 100. 5 %0 .0 301.0 #D.0
.5 .7 5.0 9.0 010 3575
85.5 W7 8.0 9.8 101.0 405.0
"5 103.8 540 84 0 1610 300.0
.5 1011 1.0 %0 3610 35,9
102.5 106.4 110.0 101 & 100.0 300
0.5 .3 107.0 104 80,0 337 5
1000 Y 1060 nr.e 80 B7.5
1,200.0 1 200. 0 1,268 51,2008 1, 200.0 4, 480. 0

: Volume of payments in milliens of doliars per meonth. Index £o be epplisd to 2 3-month moving sverage
ef monthiy data centered on third month.

TasLe 6. —Indexes of Government pensions and pey rolls, 1919-8%

{1923-25=100)
Federal Govornment State and municipal
Al gov-
o ¢ Pansions | ATEY- | Fost Cther | School | Other
Navy Difioe
107.5 5.4 L&) H5 0 55.0 85. 3
885 165.9 155. 4 0.0 140.0 00 0.0
05 & 117.5 140. @ 85. 0 7.5 22 5 22. 5
855 1urs 17.5 0. ¢ a0 20,8 87.5
065 HWLs .5 92 5 a0 05, O 95. @
9% 5 9.8 100.0 100, & 190.0 100. € 100. ¢
1048 100.0 102.5 107. 5 .0 G50 106. ¢
108.3 104.8 165. 6 Nz .5 130.0 116.¢
125 3.0 105, & 1168 185, 115.0 1150
117.8 1256 1015 1.8 16. 0 175 125
125 15 a8 0.0 125.¢ 126.0 120. 6 135.0
127. 6 125 076 127.8 380 125 135.0
129. 8 B5. 0 05,0 127.5 1350 %4 137.8
. 8 I87.5 102 & 120. ¢ nan 117.6 122.5
115.8 s 5.0 110. ¢ 1.0 15 & 117.5
Based upon estimates by W. I. King, upon Pedernl expenditures and ap tlong for the Vetersns®

Buroeu, for the Marine Corpe and financesections of the Mavy Dspartmeat, for the Qusriermaster Section
of the War Department, for the Post Office Department, and for serviees’ in piker depattments,
&g upon data from the Census of Oocupstions and the Sto Abstmct of the United Btates. The
“gll government”” index i3 calcuinted by giving a weight of 6.0 to the pensions index, of 3.5 to the Army-
Navy, of 4.5 to the Post Office, of 4.5 W the othet Fedarsl, of 12.5 to the school, and of 18,0 to the other
Fi

index.
o



