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~
(AOMPREHENSIVE measures of production and sales have
been generally stable since early spring, when the moderate
downswing of the fall and winter was checked. Variations
in trend remain common among individual industries.
Liquidation of business inventories, largely in the durable
goods areas, continues to exert a dampening influence but
the pressure from this source has not been intensified.

No substantial change from the spring business pattern
was apparent in the early summer. July sales at retail
stores approximated the average rate of the second quarter,
on a seasonally adjusted basis. Automobiles delivered to
consumers dipped from their exceptionally high June vol-
ume but other lines showed little change in the aggregate.
Industrial production was also at about the average second
quarter rate in July, after allowance for usual seasonal
changes.

Employment in nonagricultural establishments continued
to drift downward through July, according to the seasonally
adjusted series of the Federal Reserve Board. Shrinkage
in manufacturing employment again accounted for the reduc-
tion. Average working hours in manufacturing, however,
have beenlengthening slightly in recent months after allowance
for usual seasonal fluctuations. Hence, there has been little
change in aggregate man-hour input, and payrolls in private
industry have stabilized along with production. With the
earlier payroll contraction approximately offset by higher
property and transfer incomes, the total personal income
flow has been approximately as large as last year.

The general tendency of business to follow seasonal
patterns is clear from the analysis and detailed figures on
the recent flow of national output and income which is
presented in the following seetion of this month's review,

Industrial prices steady

Wholesale prices of nonagricultural materials and products
held firm in July as higher wage rates in some industries
exerted upward pressure which was counteracted by idle
plant capacity and continuing keen competition. Farm
products, having dropped appreciably inJune inresponse to the
outlook for ample supplies, have subsequently moved within
a narrow range. A slight rise in consumer prices in June
was entirely due to foods, especially seasonally strong fruits
and vegetables.

Private residential construction activity, seasonally ad-
justed, has moved consistently upward in the first 7 months
of this year, and in July exceeded the same 1953 month by
10 percent.

Recent applications for Government guaranteed and
insured housing loans are running far ahead of last year

1
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and will tend to support high rates of homebuilding activity
in the near-term. The stepped-up rate of FHA .aetlwty will
receive further impetus from reeent housing legislation.

New housing legislation

The FHA may now insure mortgages on new houses equal
to 95 percent of the first $9,000 of value and 75 percent of the
additional value, subject to a mortgage maximum of $20,000
for one- and two-family units. Previously, the general rule
permitted mortgage-value ratios of 95 percent up to $7,000.
and 70 percent of the additional value from %$7,000 to $11,000.
For housing valued in exeess of $11,000, the maximum mort-
gage was 80 percent with a ceiling of $16,000. Thus, for a
new $15,000 house the maximum loan-value ratio is currently
87 percent as against a maximum of 80 percent under the
previous legislation—a reduction in downpayment of more
than $1,000.

The FHA is also given authority under the new legislation
to insure mortgages up to 30 years for new houses. Pre-
viously the limit had been 25 years except for very low-priced
housing. At a4} percent interest rate, interest and principal
(excludma the one-half pereent mor to"xoe msurance premium)
on a level-payment basis would be $5.07 per $1,000 per month
for 30 years as against $5.56 for a 25-year loan.

The mortgage-ceiling increase on one- and two-family
houses from $16,000 to $20,000 is the first ceiling increase for
such houses since the original housing legislation was passed
in the thirties; other increases are provided for three- and
four-family homes.
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As compared with previous statutory provisions, financing
of existing sales housing is liberalized even more than the
new—though new house terms are still more advantageous.
In the case of rental housing, financing of larger apartment
units is liberalized by the removal of th(‘ $10, 000 per family
unit mortgage ceiling.

Under a new provision servicemen are given special benefits
under FHA insurance without losing any benefits they may
become entitled to as veterans under the GI Bill. Pro-
visions are generally more liberal than those applicable to
ordinary sales housing: 95 percent loans with a mortgage
ceiling of $17,100 are now permitted.  The new law also
permits FHA-insurance in connection with “open end”
mortgages, through which home repair or improvement
expenditures may be added to the original mortgage and may
thus be financed on casier terms than are provided in regular
home improvement loans.

Congress has also acted, through the comprehensive tax
revision law, to encourage investment by business firms.
Alajor provisions of general applicability directed to this
objective are the substantial liberalization of allowable
depreciation charges, the extension from 1 to 2 vears of the
loss carry-back provision, and the introduction of the partial
tax credit on dividends. Numerous other changes are
designed to encourage investment in particular situations as
well as to facilitate business operations.

In addition, the new tax law will broadly affect the entire
economy by its sweeping changes bearing on many phases of
personal and corporate financial management and its
reduction of Federal taxes.

National Income and Product...

A Review of the Second Quarter

Arrer three quarters of consecutive declines, business
activity assumed a firmer tone in the second quarter of the
vear. The gross national product was at an annual rate of
%356 billion, the same as v the first quarter. This was 4
percent below the second quarter peak of last vear, and 4
percent above the comparable 1952 quarter.

Private expenditures advanced in the second quarter to
counterbalance a further sizable decline in government pur-
chases. The combined advance in consumer expenditures
and new private construction added $3% billion on an annual
rate basis to the stream of final expenditures —an amount
sufficient to offset the decline in Federal purchases.  Nost
other major tyvpes of expenditures showed little change from
the preceding quarter.  In particular, business inventories,
which had been a major element in the initial deceline in pro-
duction, continued to be liquidated at about the same rate
as in the two preceding quarters, so that this did not make
for any further change in output.

As compared with the second quarter of 1953, when total
production reached its peak, the major reductions in Qross
national product were in Federal expenditures, mnnl\ for
national sceurity purposes, and in investment in business
inventories. Federal purchases were reduced by $11 billion
at annual rates, from $62 billion to $31 billion, and the
swing in business inventories was of comparable magnitude —
from a net accumulation of over $5 billion in the second
quarter of 1953 to a net liquidation of $4 billion in the

second quarter of 1954. Virtually all of the reduction in
inventory investment and two-thirds of the reduetion in
Federal expenditures oceurred in durable goods.  Consumer
durables and investment in producers’ durable equipment
were adversely affected also, but the reductions were much
more moderate, both pereentagewise and in absolute amounts.

In contrast, other major expenditures held firm or showed
inereases over the period. In the aggregate these expendi-
tures offset about two-fifths of the combined decline i the
expenditures listed so that the reduction in total output over
the vear as a whole was moderate.

Factor stabilizing personal income

A major factor moderating the decline of output and pro-
viding the setting for its even movement in the second quarter
was the fact that the full impact of the sharp reduction of
durable goods production was not reflected in the flow of
purchasing power to individuals.

One of the principal elements accounting for this diversity
hetween output and disposable income may he found in the
differential movement of corporation profits and dividend
payvments.  From a $41 billion annual rate in the second
quarter of 1953 the corporate earnings share of the national
income fell sharply in the latter half of the vear and leveled off
at a rate of $34 billion in the opening quarter of this vear.
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Over this period, however, corporate taxes were reduced—as
a conscquence of lower tax rates and the shrinkage in the
tax base—so that the reduction in after-tax profits was much
more moderate, approximately $2 billion. While the amount
of retained earnings was somewhat reduced over this period,
dividend disbursements to individuals increased moderately.
Dividends throughout the postwar period have been low rela-
tive to corporate income, and so in most instances have been
amply protected. In some companies the elimination of the
excess profit tax raised after tax profits considerably and so
permitted a dividend rise without much effect upon the
proportions of carnings retained.

The maintenance of corporate dividends thus shielded the
personal income stream from the decline in production and
earnings arising in production. Two other factors contrib-
uted markedly to increase purchasing power. Transfer
payments, mainly unemplovinent compensation, increased
over the period; and personal taxes were reduced as a result
of the cut in Federal individual in(omo levies which went
into effect at the beginning of the vear.

As a result of these stabilizing f(u tors the impact of the
decline in durable goods pmductlon upon incomes was con-
fined to the industries closely connected with military and
other hard goods output—durable goods manufacturing,
mining, and transportation. In these industries wage dis-
bursements declined by $6 billion at annual rates as compared
with a vear ago. However, other elements of production
income rose hy about $3% billion over the same period-—re-
flecting mainly wages and salaries in industries other than
those noted. The net decline in distributed production in-
comes as compared with a year ago was therefore $2%
billion. The increase in transfer payments, (net of individual
contributions under the OASI program, and including a
moderate increase in government interest) amounted to $2
billion, and personal tax reduction, which constituted a
contribution to available purchasing power, to $3 billion.
Disposable personal income in the second quarter of 1954, at
$253 billion, thus was actually $2% billion higher than in the
corresponding quarter of 1953,

Favorable demand factors

In addition to the maintenance of personal purchasing
power, which provided a direct support to consumer expendi-
tures and indirect encouragement to investment, other
independent favorable demand factors mitigated the "decline
in business activity and contributed to the leveling in the
second quarter. Construction expenditures, both residential
and nonresidential, increased over the period; consumption
expenditures for services (partly linked to the expanded
volume of home construction) moved upward more than
disposable income; State and local government expendi-
tures, for construetion and current services, continued their
postwar increase; and a favorable shift occurred in the net
foreign demand for American products.

Perspective on the changes in business activity over the
past vear and 2 yvears may be gained {rom the accompanying
text table showing the changes, including percentage changes,
in some major economic indicators. The figures are for the
second quarters of 1952, 1953, and 1954 and are presented on
the usual scasonally corrected annual rate basis

The 4-percent decline in total output from a vear ago left
the value higher than 2 years ago by a similar percentage.
Final puulm%os other than those by the Federal Govern-
ment were actually about 2 percent larger than a vear ago,
and 7 percent larger than 2 vears ago. Personal income was
only a fraction of 1 pereent loss than a vear ago, while per-
sonal disposable income (income after personal taxes) was
slightly higher, and 8 percent larger than in the comparable
quarter of 1952,
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Demand for Goods and Services

The advance in the second quarter lifted personal con-
sumption moderately above the previous hlu'h point reached
in the third quarter of 1953. With consuimers’ prices varying
little on the average, the second-quarter rise in consumer
spending repr esented an increase in real terms.

Second quarter of Percent chango

]
1952-54 : 1953-54

e
!
\

(Billions of dollars,

{
1952 g 1953 1954
1

seasonally rdsg]el:l( d annual
Gross national produet_ ... __. L..1341. 4 i369. 9 [356. 0 4 —4
Change in business inven- ! ] l
tories. .. -9 54 } 3.8
Final purchases. .. .. ___ 342, 3 ;364. 513508 5 -1
Federal Government '
purchases. .. __._.___ 55.1162.2 | 51.3 -7 —18
Allother. . .. _..__.___. 287. 2 3302' 3 308 5 : 7 2
i ! ;
Personal income. _ .. __.____ 267.8 286.4 2857 7, 0
Personal taxes. . _____________. 34.0 : 35. 9 32.9 ’ -3 : —8
Disposable personal income____ . 233. 8 ?250. 4 252 9 ‘ 8 1

The share of total output absorbed by consumers has
risen. steadily over the past year. Personal consumption
expenditures accounted for 65% percent of the total market
value of output in the second quarter, as compared with
62% percent in the same period a year ago.

Each of the broad subdivisions of consumer expenditures—
durables, nondurables, and services—registered increases in
the second quarter. This was in contrast to the recent
diverse experience.

Advance in consumer durables

Consumer outlavs for durable goods registered the first
quarterly advance since the opening quarter of 1953. The
bulk of it occurred in automotive expenditures, which had
leveled out in the first quarter of 1954 after a sharp reduction
in the final quarter of last year. Expenditures in the second
quarter were below the level of the first three quarters of
last year, but thev were almost one-fifth above 1952.

New car sales spurted in June and for the first time this
yvear exceeded the corresponding month of 1953.  The better-
than-expected pace of auto sales helped to lower the heavy
inventories in dealers’ hands at the start of the quarter.
These had induced appreciable cutbacks in new car produc-
tion, which with the pickup in sales volume cut field stocks
of new cars by almost 10 percent over the quarter.

Purchases of consumer durables other than autos remained
firm, showing little change in the aggregate from the pre-
ceding three months. The high rate of new homebuilding
continued to be a potent market force in this area. How-
ever, there was indication of some lagging in individual
commodity lines such as radios and television.

Purchases of nondurables firm

Purchases of nondurable goods were somewhat above the
general level of the past year. Increases were registered in
all major categories of this broad commodity grouping.

The advance in food and beverage purchases, which make
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Table 1.—National Income and Product, 1952, 1953, and First Two Quarters, 1954 !

[Billions of dollars]

August 1954

Unadjusted Seasonally adjusted at annual rates
1952 1953 1953 1953 1954
I 11 II1 v I 1 II 11X v I II
NATIONAL INCOME BY DISTRIBUTIVE SHARES
Nationalincome__._____________ . ... ... ... 2910 1 305.0 75.4 77.2 76.9 75.6 @) 305,9 | 308.2| 306.2| 299.9 | 298.9 O]
195. 4 209. 1 50.9 52.2 32.9 533.1 . 51.3 206.2 210.0 211.4 208.8 | 206.4 206.6
185.0 198.0 48.0 49.4 50.1 50.5 . 48.3 195.3 198.9 200.3 197.6 194.6 194. 9
152.2 164.5 39.6 40.9 42,1 41.9 3 39.9 162.0 165.3 166.7 164.1 161.2 161.5
Military 10.5 10. 2 2.6 2.6 2.6 2.5 .4 2.4 10.3 10.4 10.2 9.9 9.7 9.5
Government civilian 22.4 23.3 5.8 5.8 3.5 6.1 .0 6.0 23.1 23.2 23.4 23.5 23.7 23.8
Supplements to wages and salaries 10. 4 1.1 2.9 2.9 2.7 2.6 .1 3.0 10.9 11.1 11.1 11.2 1.8 1.7
Proprietors’ and rental income $__..___ 49.9 49.0 12.6 12.2 12,0 12.3 12.3 12.2 50.3 48.9 47.8 49.1 49. 4 49.0
Business and professional.. 25.7 26.2 6.6 6.6 6.5 6.5 6.4 6.5 26.5 26.3 26.1 25.9 25.6 25.9
Farm.. .___. . _________ 14.2 12.2 3.3 3.0 2.8 3.1 3.2 3.0 13.4 12.1 11.1 12.3 13.0 12.2
10.0 10.6 2.6 2.6 2.6 2.7 2.7 2.7 10.5 10.5 10.6 10.8 10.8 10.9
Corporate profits and inventory valuation adjustment. 38.2 38.5 10.0 10.6 9.9 8.0 8.3 ) 41.4 41.0 38.3 33.1 34.1 (2)
Corporate profits before tax...___________.__. .. 3n.2 39.4 10.2 10.9 10.5 7.8 8.3 ) 12.4 41.9 40.9 32.5 34.5 )
Corporate profits tax liability . .- 20.0 21.1 5.5 5.8 5.7 4.2 4.1 () 22.7 22.5 21.9 17. 4 17.0 (3)
Corporate profits after tax.._ . 17.2 18.3 4.7 5.0 4.9 3.6 4.2 (3) 19.7 19.5 19.0 15.1 17.5 (2)
Inventory valuation adjustment__..___._.___.._____________._ 1.0} =10 -.2 -.2 -7 .2 -1 .1 —-.9 -9 —2.6 .6 —.4 4
Net interest .. 7.4 8.4 2.0 2.1 2.2 2.2 2.3 2, 7.9 8.3 8.6 8.9 9.0 9.1
Addendum: Compensation of general government employees....| 31.0 31.4 7.9 8.0 7.5 8.0 7.9 7. 31.4 31.6 3.5 31.3 312 31.2
GROSS NATIONAL PRODUCT OR EXPENDITURE
Gross national prodwet_ ... 346.1 | 364.9 88,5 9L35 9.1 93.8 88,0 | 36L.8 | 369.9 | 367.2 ) 360,5| 35538 356.0
Personal consumption expenditures.. ... ... 218.4 | 230.1 54.4 57.4 36.7 61.6 58.3 | 228.6 | 230.8 | 231.2f 2207 ! 230.5 233.1
Durable goods_._ 26.8 29.7 6.8 7.7 7.4 7.8 7.5 30.4 30.3 30.3 28.0 28.0 28.8
Nondurable goods. 116.0 118.9 27.6 29.3 28.9 33.1 29.6 118.8 119.6 118.6 118.7 118.8 120.0
Services. 75.6 81.4 20.0 20.4 20.3 20.7 21.2 79.4 80.9 82.3 83.01 836 84.3
QGross private domestic investment 50.7 51.4 14.3 12.8 13.6 10.7 2,3 10.0 31.9 55.9 52.4 43.5 . 443 45.6
New construetion_._____________ 23.7 25.5 5.4 6.5 1 7.1 6.6 5.6 6.8 25.0 25.9 25.6 25.7 26.0 27.0
Residential nonfarm 11.1 11.9 2.4 3.1 3.3 3.1 2.4 3.3 1.7 12.2 12,1 1.7 11.7 12.8
Other ____ e 12.6 13.6 2.9 3.4 3.7 3.5 3.2 3.5 13.3 13.7 13.5 13.9 14.3 14.2
Producers’ durable equipment_.._.__ 22.3 24.4 6.0 6.5 6.0 6.0 56 5.9 24.1 24.6 24.8 2.0 2.7 22.4
Change in business inventories, total. 3.6 1.5 2.9 —.1 .3 —1.8 1.1 —2.7 2.8 5.4 20| —-4.2 —4.2 ~3.8
Nonfarm only 3.0 2.2 3.1 .1 81 =17 1.1} =27 3.3 6.2 291 3.7 —4.2 —4.0
Net foreign investment______ il -2 —-19 -5 —.6 -7 —.1 —.4 —.1 -1.8) =33} —-.8 -6 —L1 -1.0
Government purchases of goods and services__. 77.2 85.2 20.3 21.8 21.5 21.6 20.0 19.7 83.0 86.6 85.4 86.0 81.9 78.3
Federal ______________________________. 54.0 60.1 14.5 15.5 15.1 15.0 13.7 12.8 58.1 62.2 60.3 59.8 55.0 51.3
National security__ 48.5 52.0 12.7 13.6 13.1 12.6 1.7 11.2 51.0 54.3 52.3 50.6 46.9 44.7
National defense______ 46.1 50.0 12.2 13.0 12,6 12.2 11.4 10.9 48,7 52.0 50.6 48.7 45.4 43.5
Other national security_ 2.4 2.0 .6 .6 . .5 .4 . 2.2 2.3 1.7 1.9 1.5 1.2
Other___________.________ 58 8.5 1.9 2.1 2.1 2.4 2.1 1. 7.7 8.3 8.4 9.6 8.4 6.9
Less: Government sales. .4 .4 .1 .1 .1 .1 .1 . .5 .4 .4 .3 .3 .3
State and local 23.2 25.1 5.8 6.2 6.4 6.7 6.3 6. 24.9 24. 4 25.1 26.2 26,9 27.0
DISPOSITION OF PERSONAL INCOME
Personal income. ... iieciiiceaio 271,2 | 286.1 69,6 L5 71.6 73.4 70.2 71 283.3 | 286.4 | 287.5 | 287.3 ' 285, 1; 2857
34.4 36.0 12.7 7.2 8.8 7.3 11.9 6. 35.5 35.9 36.3 36.1 32.8 32.9
ral 311 32.5 11.7 6.3 R.0 6.5 10.8 5. 32.1 32.5 32.8 32.6 20.1 20.2
State and local —— 3.2 3.5 1.0 .9 .8 .8 1.1 . 3.4 3.5 3.5 3.6 3.7 3.7

Equals: Disposable personal income. 236.9 1 250.1 56.9 64.3 . 62.8 66. 1 58.2 65. 247.8 1 250.4 | 251.2 | 251.2 % 2523 252. 9

Less: Personal consumption expenditures 218. 4 230. 1 3.4 5741 56,7 61.6 54.8 58, 228.6 230.8 | 231.2| 229.7 230, 5 233.1

Equals: Personal saving. ... 18.4 20.0 2.5 6.8 1 6.2 4.5 3.4 8. 19.2 19.6 20.0 21.5 21.8 19.7

RELATION OF GROSS NATIONAL PRODUCT, :
NATIONAL INCOME, AND PERSONAL INCOME ' ; |

Gross national produet.____________ ... 346,1 364.9 88,5 j oL 5 91,1 93.8 86,7 88, 361.8 369.9 367,2 3605 ° 355.8 : 356.0

Less: Capital consumption allowances______________.____._____._____ 25.3 27.2 6.6 6.8 6.8 7.0 7.1 7. 26. 2 27.4 27. 4 27,9 28.2 ‘ 29.0
Indirect business tax and nontax liability__ 28.0 30.0 7.2 7.5 7.6 7.7 7.4 7. 2.4 30.2 30.1 30.3 30.3 ¢ 30.2
Business transfer payments__. 1.0 1.0 .3 .3 3 .3 .3 . 1.0 1.0 1.0 1.0 1.0 1.0
Statistical discrepancy .6 1.0 -~1.0 -4 —.6 3.1 -1.9 ®) —-1.2 2.6 2.1 61 —3.0 (?)

Plus: Subsidies less current surplus of government enterprises.._.____ —.2 -.3 -1 -.1 -1, =2 —.1 . —. 4 —. 6 —.4 -8 —.4 —

Equals: Nationalineome. ... .. .. ... ... ... 291.0 | 305.0 75,4 7.2 769 § 75.6 73.8 @) 305.9 | 308.2 | 306,2: 299,9 ' 2989 @

i i H

Less: Corporate profits and inventory valuation adjustment_________ 38.2 38.5 10.0 10. 6 , 9.9 8.0 8.3 %) 41. 4 41.0 38.3 33.1,; 341 (%)
Contributions for social insurance.________.______.__ - 8.7 8.8 2.6 2.3 4 2.1 1.8 2.8 2. 8.8 8.9 8.7 8.6 | 9.8 9.7
Excess of wage acernals over disbursements_ ... ___________ .0 -1 .0 L0 .0 .0 .0 . .0 -.1 —.1 —.1 0 .0

}

Plus: Government transfer payments 12.1 12.8 3.2 3.2 3.1 3.3 3.6 3. 12.6 12.6 12.6 13.3 14.2 14.8
Net interest paid by government._ 4.9 5.0 1.1 1.6} 1.0 1.3 1.1 1. 4.9 5.0 5.1 52 52 5.3
Dividends_. ... ... 9.1 9.4 2.2 2.2 | 2.2 2.7 2.4 2. 9.1 9.3 9.5 9.6 9.6 9.6
Business transfer payments.._ 1.0 1.0 .3 .3 i .3 .3 .3 . 1.0 L0 1.0 1.0 1.¢ 1.0

Equals: Personal income_____ ..o 271.2 | 286.1 69.6 L3 L6 73.4 70,2 TI,1| 283,3 | 2864 | 287.5| 287.3, 2851 2857

{

1. Detail will not necessarily add to totals because of rounding.
2. Not available, . .
3. Includes noncorporate inventory valuation adjustment.

Source: U. 8, Department of Commerce, Office of Business Economics.
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up approximately three-fifths of the nondurables total, was
the first in several quarters. Clothing expenditures con-
tinued to edge forward in the April-June period but they
were still running slightly below the corresponding quarter
of last year.

The quarterly increment in consumer expenditures for
services was roughly the same as in the two preceding quar-
ters, and about half of the average quarterly increase from
mid-1952 to mid-1953. The trend in this important segment
of consumer purchases continued to reflect in large measure
the steady growth in number of dwelling units, the moderate
but persistent advance in average rents, and the related
expansion in home utility outlays.

Fixed investment firm

New construction advanced in the second quarter. Busi-
ness purchases of new capital equipment held close to the
first-quarter rate, and the rate at which inventories were
liquidated was unchanged.

The continued strength in fixed private investment—new
construction and producers’ durables—thus contributed
importantly to the maintenance of business activity. In the
aggregate, fixed investment has been relatively stable over
the past 6 quarters, at an annual rate approximating %50
billion.

The further advance in private expenditures for new con-
struction in the Spring quarter raised the total of these out-
lays for the first half of 1954 about 3 percent above the cor-
responding period of last year. This set a new record, both
in dollar value and real volume.

Brisk advance in homebuilding

Residential construction reached the highest rate sinee
the postwar building peak in the second half of 1950. An
appreciable factor in the rise was the greater availability
of mortgage funds, with longer-term mortgages and smaller
downpayments coming back increasingly into the home-
financing picture.

Business purchases of plant and equipment showed little
change from the preceding quarter. Moderate declines
were registered in manufacturing and transportation, which
were largely offset by further rises in the public utility and
commereial segments.

New construction outlays by business were somewhat
better maintained than equipment purchases. Moreover,
most major components of this large aggregate showed only
slight deviations from their strong first-quarter pace.

Inventory liquidation continues

The net liquidation of business inventories in the sccond
quarter was about the same as in the two previous quarters.
Asin the January-March period, the reductions were mainly
concentrated in the durable-goods manufacturing industries.
The sizeable declines in the metal producing and consuming
industries exceeded the first-quarter rate in each major
group with the exception of fabricated metals, where the
rate of decline was lower,

These most recent reductions brought inventories in the
heavy manufacturing industries in the second quarter below
the corresponding period of last year. However, since sales
have also declined over this same period there has heen no
appreciable change in the inventory-sales ratios.

Inventory changes in the nondurable-goods manufacturing
industrics were small, and the combined inventories of the
group &s a whcle were virtually the same as in the preceding
quarter. Busincss has apparently regarded these as being in
Iine with their needs all during the first half of the vear.
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In marked contrust to the continued inventory reductions
in durable-goods manufacturing, the decline in most hard
goods lines in the trade channels appeared to be leveling out
in the second quarter. In the fourth quarter of 1953 the
declines in durable goods inventories in wholesale and retail
trade bad constituted the largest share of the total inventory
Liquidsation, but the rate was sharply curtailed 1n the opening
quarter of this year as the center of inventory Jiquidation
shifted to durable-goods manufactures. In the April-June
period trade liquidations in the nonautomotive lines were
minor.,

Retail automotive stocks were a notable exception to the
general pattern in trade, as the liquidation of new car
holdings, which had been interrupted by some involuntary
accumulations in the first quarter of the vear, was renewed
in the second.  The bulk of the second-quarter inventory
reduction occurred in June, concurrently with the spurt in
sales noted above,

Factory Wages
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Nondurable goods stocks in trade have shown moderate
mereases in the first half of 1954, The principal ones were
in wholesale trade in the first uarter and in retail trade in
the sccond.

Net foreign mvestment, which measures the exeess of ex-
ports over 1mports other than those matched by net grants
and gifts to abroad. showed no further change from the open-
ing quarter of the vear. The net import surplus that has
been in evidence sinee the second quarter of 1952 continued
m the second quarter of this vear,

Further decline in defense outlays

Federal Government purchases accounted for all of the
second quarter deeline in government spending as State and
local expenditures were maintained.

The further decline in Federal national security expendi-
tures reduced these outlays by about $10 billion at annual
rates as compared with the second quarter peak of last year,
These changes have affected most categories of expenditure
i the defense budget. However, the sharpest reductions
have been in hard goods, both for the direct use of the Armed
Forces and for the foreign military aid programs. Total
deliveries of these goods deelined by approximately $7 billion
at annual rates from the second quarter of 1953 to the sccond
quarter of 1854, Over the same period, the rate of outlavs
for soft goods and military censtruction together was re-
duced about $1 billion, and for military wages and s«luries,
about three-quarters of a billion dellwrs. Expenditures under
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the foreign economic aid programs were also scaled down
during the past vear.

The remaining purchases of the Federal Government-—
with the exception of the price support activitizs of the Com-
modity Credit Corporation-—have remained stable over the
past vear at an annual rate of approximately $5% billion.
The CCC activities, on the other hand, have followed a very
volatile course. Government acquisition of agricultural
commodities through outright purchase or under loan agree-
ments rose sharply in 1953, exceeding $4 billion at an annual
rate in the fourth quarter. With the subsequent sharp re-
ductions that occurred, the rate was down to $2 billion in
the sccond quarter.

The Flow of Income

Personal income in the second quarter was virtually the
same as in the first. The income flow in these quarters
differed hittle on a month-to-month basis.

Personal income in the first half of the year was substan-
tiallv the same as in the first helf of last year, and less than
1 percent below the second half of 1953,

Payrolls level out

Wages and salaries were {fractionally higher than in the
first quarter, but 1% percent below the final quarter of last
vear and about 3 percent below the third quarter, when
pavrolls were at their peak.

The industries in which payroll declines had been most
pronounced in the two preceding quarters—durable-goods
manufacturing, mining, and transportation—showed con-
siderably less decline in the April-June quarter. Almost all
other major industries registered moderate increases which
in many cases reversed moderate decreases in the prior
quarter. In total, the individual industry changes were
stibstantially counterbalancing.

Available data indicate that the approximate stability of
private payrolls for the quarter as a whole reflected the net
effects of some further reduction in employment and small
rises 1n average hours worked and average hourly wage rates.

Monthly series afford a closer appraisal of payroll changes
in the first half of 1954. These series (adjusted for scasonal
variation) indicate that the declines in durable-goods manu-
facturing, mining, and transportation persisted through the
first four months of the year but leveled off in May and June.
The combined payrolls of the remainder of private industry—
which comprises almost three-fourths of the total—have
registered a moderate advance in every month beginning with
February,

Mixed movement in government payrolls

Federal Government payrolls have tapered off steadily
since the second quarter of last vear. About two-thirds of
the decline has been in the military segment and refleeted
the reduction i the Armed Forces. Federal wages and
salaries have accounted for about one-fifth of the dechine in
overall payrolls (private and public) since the third quarter
of last vear.

Payrolls of State and local governments, on the other hand,
have continued to rise steadily. Over the past vear these
outlays have increased almost as much as thewr Federal
counterpart has fallen.

Other personal income flows stable

Proprietors’ and rental income changed little from the
preeeding 3 months. A small reduction in farmers’ net in-
come was partly offset by a rise in nonfarm proprietor earn-
ings and rental income.
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Over the past several quarters, the net income of farm
plopnetms—a series particularly difficult to measure on a
less than full-year basis—has shown considerable fluctuation.
Although down appreciably in the second quarter, it approxi-
mated both the fourth-quarter 1953 rate and the calendar
1953 total.

The firmer trend in nonfarm proprietors’ income mirrored
the sales in retail establishments, which are of predominant
importance in the unincorporated nonfarm scctor. Rental
meome of persons continued to show a gradual uptrend.
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Despite the drop in corporate profits over the past year,
dividend payments to individuals have increased. As noted
carlier in this review, the disparity in the movement of these
two scries has been an important clement in sustaining the
flow of individual incomes despite the decline in value of
production,

Government transfer payments, which also have been
instrumental in cushioning personal income from the effects
of lower production, increased a little further in the second
quarter, but were leveling out in the April-June period.

Foreign Countries Earn $2.5 Billion
From United States Military Outlays in 1953

Ourrays of the United States Armed Forces abroad
reached $2.5 billion in 1953 and totaled over $6 billion from
the outbreak of hostilities in Korea to the end of 1953.
These expenditures in 1953 fell into three approximately
equal parts: purchases by Armed Forces personnel out of
their pay; purchases of supplies and equipment for account
of the military organizations, including purchases of military
end-items for retransfer to allied countries; and outlays for
construction, repair, transportation, and other services.

As shown in the accompanying table, expenditures rose
very sharply after mid-1950, and by 1953 they were one of
the most mmportant sources ‘of dollars for foreign countries.
In that year thev accounted for 15 percent of all foreign sales
of goods and services to the United States, and contributed
greatly to the increase of over $2 billion in foreign gold and
dollar reserves.

About half of the military expenditures in 1953 were in
countries of Western Europe and their dependencies.  Such
dollar carnings were a major factor in the improvement in
the economic situation of these countries which enabled them
to relax diseriminatory restrictions in their foreign transac-
tions, particularly against imports from the United States.
Military expenditures of nearly $1 billion in the Far East,
mainly 1n Japan, provided a large share of the funds required
to purchase necessary agricultural and industrial produects
from the United States.

The large increasc in military expenditures abroad occurred
in a relatively short period, with important effects not only on
current international economie relations but also on industrial
activity and the utilization of resources in foreign countrics.
Analysis of these expenditures indicates that the total will be
fairly stable in the near future and will have a continuing
important mfluence upon foreign economies.

Troop expenditures

Estimated purchases from foreign countries by United
States military and civilian personnel were responsible for
nearly one-third of total military expenditures in each of the
last two years. These purchases are estimated by deduecting
from cash payments to personnel stationed abroad their
remittances to the United Statos, their outlays in military
establishments abroad, and savings.

The amount of total pay actually entering foreign econo-
mies varies rather widely from country to ('ountw since it
depends upon the capacity of each country to meet the
demands of United States personnel. In countries such as
Germany it may comprise a major portion of cash payments
to personnel, but in Korea, where less merchandise and

services are available to attract troop spending, expenditures
are minimal. Most of the foreign disbursements of the
forces stationed in the latter country are made in Japan.

Rise in offshore procurement

Purchases of supplies and equipment abroad by the mili-
tary establishments themselves expanded from $560 million
in 1952 to about $870 million in 1953. Most of such expendi-
tures were made from regular Department of Defense
appropriations and represented purchases of foodstuffs, fuels,
and other items needed by the Armed Forces in their own
operations. However, these amounts also include large
outlays from mutual security program appropriations for the
purchase of military end-items for vetransfer etther to the
producing countries or other nations participating in the
program.

Outlays under the mutual security program rose from $75
million in 1952—when the offshore procurement program was
initiated as a component part of the mutual security pro-
gram—to over $300 million in 1953. The cumulative total
for such expenditures by the end of March 1954 was nearly
$500 million. France was the principal recipient of tlus
dollar ncome. Most of the payments to that country during
1952 and 1953 resulted from the “Lisbon” and “Budgctary
Support” programs designed to give budgetary assistance to
France through the procurement by the United States of
military end-items for use by the French forces, including the
troops in Indochina. Because of the balance of payments
difficulties of France two loans totaling $254 million were
extended by the Export-Import Bank as advances on offshore
procurement contracts. By the end of March 1954 France
had repaid all but $24 million of such loans.

Military Expenditures Abroad, July 1950—December 1953
| Millions of dollars]

i Tuly Dec. } s o s
| I ‘
Western Europe and dependencies___ 108 399 877 | 1,285
Western Hemisphere. ... ____________ 16 72 3 179 | 219
Far Bast____ . _._. 247 | 776 ! 855 939
All other countries__._________.___.__ 11 % 23 ; 46 53
Total all areas. .. ______._____ 382 él, 270 11 957 | 2, 496
t
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In contrast to procurement for retransfer under the mutual
security program—which has taken place almost entirely in
Western Europe—nearly two-fifths of the foreign procure-
ment in the last two years from the regular appropriations of
the Department of Defense has been in the Far East. There
it has been concentrated in Japan because of the necessity of
supplying the security forces stationed in that country and
the troops in Korea.

About 30 percent of such purchases took place in Europe
and furnished an important source of dollars to a number of
countries, including Belgium, Denmark, Germany, Switzer-
land, and the United Kingdom. Most of this income was
derived from sales of food and other materials necessary for
the maintenance of United States troops in the European
area.

Purchases of aircraft and other military equipment in
Canada by the Air Force and other United States defense
agencies have been very substantial in both 1952 and 1953
because of the two-way buving program established by the
two countries after the invasion of South Korea. Under this
program Canacian purchases in the United States to supply
the Canadian forces with United States tvpe equipment are
being offset by United States expenditures in Canada. Other
procurement has been confined principally to purchases of
petroleum in Babrein, Netherlands Antilles, and Saudi
Arabia, and coffee in Latin America.

Other outlays also increase

Other foreign outlays of the military establishment rose
by over $100 million in 1953 to total almost $800 million.
These included disbursements for the construction of airfields,
naval facilities, troop housing and other installations, and for
other services such as communication and transportation.

Over hall of such payvments were made in the Far East
simee most dishursements for communication, transporta-
tion, repair, and similar services occurred in Japan. Two-
fifths of the total was spent in Europe, and the balance almost
entirely in French Morocco and Canada.

Outlays abroad for construction include foreign expendi-
tures by United States firms under contract with the Depart-
ment of Defense, payments to foreign contractors, and direct
outlavs for foreign goods and personal and other services
under the public works program of the Department of De-
fense.  Also included are contributions of $73 millions in 1952
and $91 million in 1953 to the NATO common-use installa-
tion program.

Half spent in Europe

Principally because of increased expenditures under the off-
shore procurement program, military outlays in Western
Europe expanded by $400 million in 1953 to reach $1.2
billion. Qutlays in the Far East were already expanded in
1952 and increased moderately 1 1953. 'This increase was
dispersed among everv major category of expenditure in
the Far East.

TFive countries—Canada, France, Germany, Japan, and
the United Kingdom —received over 70 percent of the total
dollar outflow from Department of Defense disbursements
abroad in 1953. The largest recipient by far was Japan,
where outlays rose by $30 million to aggregate about $775
million, or three-tenths of the total. This amount excludes
United States disbursements of yen made available by the
Japanese Government without charge since April 1952.
These funds, amounting to $155 million a vear, replaced
about half of the value of the goods and services furnished
by the Japanese under occupation-charge procedures dur-
ing a base period preceding the agreement. All additional
expenditures are paid by the United States in dollars.
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Expenditures of the Armed Forces in Japan began to fall
in the fourth quarter of 1953 after the Korean Armistice,
and the decrease continued at an even sharper pace during
the first quarter of 1954. A downturn in the personal ex-
penditures of troops was partially responsible. More sig-
nificant, however, was a sharp reduction in special orders
for goods and services. Well over $300 million of dollar
contracts were placed in each of fiscal years 1951, 1952,
and 1953. However, awards amounted to less than $35
million in the March quarter of 1954, and the total for the
9 months ended March 31, 1954 was under $155 million.

Japan has utilized the special outlays of the United States
to help finance its deficit on other international transactions.
The Japanese overall trade deficit in 1953 was about $1.1
billion, much larger than in the previous vear despite a
gradual increase in exports since early 1953, and the im-
balance with the United States alone was $815 million.

Irance was the second largest recipient of United States
military outlays in 1953. ¥xpanded receipts from offshore
procurement program contracts and other United States
expenditures contributed to a decided Improvement in
France's international accounts. Total outlays by the
American troops and military establishments in 1053 were
over $400 million.

The income to Germany from the presence of our troops
continued high in 1953, amounting to about $240 million.
This consisted principally of their private expenditures, but
dollar disbursements for the support of such troops were
not inconsiderable.

Substantial amounts were also spent by the United States
Armed Forces in 1953 in Canada and the United Kingdom
(almost $200 million each), Italy (nearly $90 million), the
Ryvukyus (over $50 million), and Korea (about $60 million).
From mid-1950 through December 1953 the United States
had paid nearly $200 million to Korea for local currency
used for expenditures in that country.

Trends in 1954

The rapid expansion of foreign outlays by the military
departments since the invasion of Korea slowed down in the
first half of 1954 as expenditures in the Far East declined
following the Korean Armistice. Nevertheless, military dis-
bursements are likely to be somewhat larger in 1954 than in
1953 because of expanding transactions in Western Europe.

At the end of Mareh 1954, over $1.5 billion remained for
disbursement against offshore procurement program con-
tracts placed in Europe from fiscal vear 1952 and 1953
mutual-sccurity program funds. Purchases of military end-
items under the offshore procurement program may rise in the
Far East in 1954, thus replacing a portion of the income lost
with the decline in regular military spending.  Some of the
funds for offshore procurement in Europe and in the Far
East will be made avialable in 1954 in the form of foreign
currencies now being acquired through sales of suplus
agricultural commodities.

Foreign expenditures for installations should equal or
possibly exceed similar outlays in 1953. However, such
disbursements may shift from country to country as major
installations are completed and vew projects begin.  Accord-
ing to present indications contributions to the NATO
common-use coustruction program and other outlavs in
Western Europe are likely to increase and thus compensate
for any possible decline in other areas. Thus it appears that
the backlog of deliveries on existing contracts, the funds
available {from the sale of surplus agricultural cornmoditics,
and outlays for new projects for major installations. ar
sufficient to insure continued large military expenditures by
the United States, although changing needs may resalt in
shifts among individual countries.
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State Income Payments in 1953

INCOME of individuals in 1953 was somewhat higher than
in 1952 in all but 6 States. Of the latter group, there was
}itﬂe change in 2 States and only small declines in the other
our.

On a nationwide basis, the aggregate flow of individual
incomes in 1953 rose moderately through mid-summer and
then held close to the July peak for the remainder of the year.
For 1953 as a whole, individual incomes totaled $271 billion,
almost 6 percent above the $256 billion paid out in 1952.

Relative gains in total income from 1952 to 1953 were
closely similar, except in the Northwest and Southwest
regions. In the Far West, New England, and Middle East,
the relative income advance in 1953 matched that for the
Nation, while the 5-percent rise in the Southeast was only
slightly less, and the 7-percent advance in the Central States
slightly more.

In the Southwest, total income in 1953 was 3 percent above
the previous year; in the Northwest, the increase was frac-
tional. In each of these two regions, above-average decline
in income from agriculture was a major factor.

Top-ranking States

Among individual States, the largest gains in total income
in 1953—ranging from 9 to 12 percent—were in Michigan,
Florida, South Dakota. Ohio, Indiana, and Nevada.

NOTE.—MR. GRAHAM IS A MEMBER OF THE NATIONAL INCOME DI-
VISION, OFFICE OF BUSINESS ECONOMICS.

Regional Income Changes, 1952 to 1953

Factory payrolls, which nationally expanded at a higher
rate from 1952 to 1953 than any other major income source,
were a principal factor in the top-ranking positions of
Michigan, Ohio, and Indiana. In Michigan, moreover, the
rate of increase in income from nonmanufacturing sources
was nearly twice that of the Nation. In Florida, the income
rise in 1953 was sizable in nearly all segments of the State’s
economy.

South Dakota ran counter to the nationwide trend with a
sharp recovery in agricultural income—by far the chief
factor in its 10-percent expansion in total income. Nevada’s
favorable showing in 1953 reflected mainly a spurt in income
from trade and service activities.

Per capita incomes

For the country as a whole, per capita income payments
(total income divided by total population) were $1,709 in
1953—an increase of 4 percent over the 1952 average of
$1,644. As in the case of total income, relative changes in
per capita income were largest in the Central States and
smallest in the Northwest and Southwest. In the other 4
regions, the change was within 1-percentage point of the
national rate.

As shown on the accompanying map, per capita incomes
in 1953 ranged from $2,304 in Delaware to $834 in Missis-
sippi. Others in the top rank, all with per capita incomes
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Table 1.—Changes in Total and Per Capita Income Payments, by States and Regions, Selected Years, 1929-53 1

|

Total income payments : Per capita income payments
¥
State and region Percent distribution Percent change [ Percent of national per capita income Percent change

i ; | ' ; i ; i

: R | o 1 1952 11929 to 1940 to 1950 to 1952 t() H i : o | ? 1929 to 1950 t0;1952 to

1929 1940 1944 1946 1950 | 1952 1953 ;1053 | 1953 1 1952 1953 1929 1940 : 1944 1946 1950 i 1952 ; 1953 1953 © 1953 1053

: T S A, . ; . [—
i i : :

Continental United States___.100, 06 {100, 00 100, 00 :100. 00 :100, 00 100,00 100, 00 g 228 | 257 24 6 100 ;100 100 100 100 100 100 151 ¢ 19 4

New England_.__.__. . _.__ 8,22 | 8.07] 6.99; 6.92| 6.67 | 6.52 | 6.54 160 ! 189 22 | 6, 123 126 111 110 108 107 107 . 118 17 3
Connecticut. 1.77 1.87 1.76 1.64 1.65 1.71 1.75 2251 235 32 8 135, 144 131 122 124 126 ¢ 1281 139 23 ]

aine._____ .54 .57 .57 .54 .49 .49 .48 187 : 199 21 3 83 1 87 90 | 90 80 83 . 80 1 142 19 1
Massachuset 4.58 4.36 3.55 3.62 3.46 3.29 3.28 134 | 168 18 5 1320 1320 111 ;13 111 108 106 102 13 2
New Hampshlre .- .37 .35 .28 .32 .31 .30 .30 171 1 204 20 & 96 | 98 i 91 ¢ 94 i 91 95 95 148 24 4
Rhode Island._..... .76 .67 .63 .58 .56 .53 .53 147 1 180 17 5 125 124 13 1090 107 101 102 106 ; 13 &
Vermont.___..._____._____ .26 .25 .20 .22 .20 .20 .20 144 ‘f 182 21 6 88 90 83 90 | 80 83 82 133 21 3

Middle East _____..________. 33,70 | 32.06 | 27,68 | 28,31 | 27,82 | 27,02 | 27,06 163 i 201 ! 21 6 136 131 118 1200 117 115 116 | 114 17 5
Delaware_ __________ .26 .31 .26 .25 .20 .30 .30 278 i 245 ¢ 31 7 135 154 122 119 1 136 134 185 1 151 18 4
District of Columbia.. 77 1.19 .99 1.01 .96 .94 .92 293 | 177 20 4 7 187 114 1191 138 130 123 ¢ 77 6 -1
Maryland....._..... . 1. 61 1.68 1.59 1.57 1.62 1.63 298 | 260 29 6 103 123 110 106 ¢+ 108 107 109 I 164 19 f
New Jersey. ... 4.14 3.81 3.62 3.67 1 3.69 3.75 211 224 31 7 129 139 125 120 119 120 123 ;121 23 [
New York_ . __.. 15.60 ; 12.73 | 13.51 | 13.03 | 12.38 | 12.37 131 ;183 18 6 165 150 133 139 130 125 126 ‘ 92 15 5
Pennsylvania_ __ 8.21 i 7.31 7.37 7.43 7.15 7.18 165 . 212 20 6 113 109 105 105 107 105 107 i 138 19 kil
West Virginia._....._.._. Lo0 . .90 .96 .97 .94 .90 ; 207 ! 220 15 1 68 69 70 74 7. 75 74 I 171 19 2

Southeast ______.__._________ 11.93 | 14,29 | 13.90 | 13.92 | 14,16 | 14,09 | 339 ! 322 26 5 51 56 66 66 67 | 69 68 ‘ 21 3
Alabama_. _.______ 1.01 1. 29 1.22 1.18 1 1. 20 305 1 326 26 5 45 47 61 59 59 ¢ 61 61 { 24 4
Arkansas_.._ .65 .76 i .72 .70 . 66 219 | 264 14 0 45 44 57 61 57 | 59 55 | 14 —3
Florida _ 1.19 1. 589 1.49 1.55 1.62 1.7 560 | 410 35 11 7 82 86 85 84! 81 80 } { 13 2
Georgia_ . . 1.30 1. 58 1.52 1. 53 1. 56 1.57 344 331 27 6 48 55 66 65 67 69 69 i b 223 4
Kentucky. 1.18 1. 20 1.25 1.23 1.29 1.28 259 293 29 4 55 54 61 63 63 | 68 68 | ! 28 4
Lounﬂana 1.12 1.33 .19 1.31 1.33 1.33 318 325 26 6 61 62 72 66 73 75 3! 19 ¢ 2

. 58 . 80 .7 .70 .70 .67 235 310 19 2 40 35 50 47 49 50 49 19 § 1

1.49 1.65 1.76 1.78 1.72 1.70 376 307 19 4 45 55 61 66 66 64 64 | 16 : 4

.72 .84 .83 .81 .82 .89 449 341 36 2 37 50 58 60 58 66 64 ! 31 1

Tennessee._ . 1.22 1.52 1.49 1,47 1.43 1. 46 336 526 23 8 51 55 70 68 67 69 | 69 : 22 5
Virginia..___._.._________ 1. 49 1.73 1.66 1.64 1.69 163 347 292 24 2 62 7 80 76 79 81 | & ] 19 2

Southwest__ 5,03 5.15 6,21 5.93 6,41 6,67 6,52 325 352 26 3 68 70 82 79 85 | 86 84 | 21l | 18 1
Arizona. .30 .31 .39 .38 .43 .51 .51 459 478 47 5 84 83 84 85 86 1 91 86 ; 157 19 ~2
New Mexico .19 .25 .28 .29 .36 .38 .38 534 437 32 5 A6 62 70 71 79 81 79 252 19 2
Oklahoma_._ 1.31 1.09 1.21 1. 13 1.10 1.13 110 177 260 24 4 67 62 78 7 5 79 w192 23 1 3
Texas_ ... o.oo.o_... 3231 350 433} 413 452 4.65, 4.53 360 363 25 3 68 72 84 80 88 89 87 ; 218 16 2

Central .______ ... __________._. 29,32 | 28.56 | 27,55 ; 28,09 | 28,60 | 28,62 | 28 98 224 262 26 7 106 105 105 106 108 108 110 | 162 21 | 3
Hlinois____.___ 8. 52 7.57 6.72 7.11 7.08 6.93 6. 95 167 228 22 6 137 126 115 122 1 122 121 122 1 124 19 a
Indiana__ ... __ 2.27 2.45 2, 58 2,53 2,65 2.73 2.80 304 308 31 9 86 94 100 9 1 101 101 107 0 215 26 10
Jowa.____. 1.63 1. 63 1.51 1.7¢4 1.71 1. 60 1. 46 193 221 6 -3 80 85 87 100 | 98 96 89 178 7 —3
Michigan..._ 4.29 4, 51 4.73 4.38 4.70 4,77 5.07 287 301 34 12 110 112 115 105 ;111 1t 117 169 26 49
Minnesota. . 1.75 1.88 1. 60 1.84 1.383 1.77 1.75 227 232 18 4 83 89 84 95 93 91 ; 9] 173 16 3
Missouri__.___ 2.67 2.52 2.39 2. 56 2. 56 2. 50 2. 50 206 254 2 6 90 88 89 96 98 98 Y7 1 170 17 3
Ohio________ 5.95 5. 86 5.85 5. 69 5.79 6.03 6,22 242 279 4 33 9 110 112 112 107 1, 114 118 ¢ 169 27 7
Wiseonsin._...__ 2.2 2. 14 2.17 2.24 2.28 2.26 2.23 226 271 [ 21 3 93 90 97 100 100 102 100, 170 19 2

H ;

Northwest 4.75 4,44 4,98 4,95 5.05 4,95 4,71 224 279 16 0 79 79 94 94 95 | 94 90 187 12 0
Colorado_ W77 .78 .75 .81 .84 .90 .88 274 302 ! 29 2. 91 91 89 3 - 96 i 99 U8 i 172 21 3
Idaho_ ... __. .28 .31 .36 .36 .34 .34 .3 270 267 | 15 —3 76 77 90 9% 88 90 | 83 172 12 —3
Kansas____ 1. 20 1.00 1.30 1.17 1.19 1.26 115 212 311 4 21 -3 78 74 97 91 - 93 99 | 91 191 16 —§
Montana_. .39 42 .36 .39 .43 .39 .38 219 223 \ 12 3 &9 100 102 107 109 103 99 ! 181 8 0
Nebraska.... .92 .75 .88 .86 .91 L83 .76 170 263 5 -3 82§ 75 95 97 103 96 9o 175 4 -3

.32 .31 .37 .36 .36 .29 .50 205 229 | 2 7 57 64 91 90 88 i 6 233 - 2 4
South Dakota. .35 .32 .37 .40 .38 .32 .33 211 270 T 10 61 . 66 88 95 89 I 20 227 7 it
Utah_.______ .33 L350 .42 .41 .40 .42 A1 307 318 ! 26 : 3 79 | 83 91 | 23 88 89 8% 181 i 14 3
Wyoming _.._______._.__. .19 20 I8 1Y .20 .20 .19 ‘ 228 234 15 . 0 101 105 98 106 105 101 av 140 9 0

ForWest__.__________________ 9.79 | 12.30 i 11.90 | 11.53 | 12,06 | 12.10 | 368 340 30 6, 127 131 152 124 ¢ 119 117 116 130 } 16 3
(California. 7.39 8. 96 1 8.88 8. 54 9.09 9.19 1 376 343 33 7 ” 139 : 140 . 134 130 122 120 HY s i 16 3
Nevada_. . .12 L1445 .14 L .16 L7 805 367 48 9 120 142 118 135 132 135 127 165 15 —4
Oregon__..___ ;.83 1.09 1.04 1.07 © 1.07 1.02 5 358 336 19 1° 94 101} 117 109 105 1 104 101 169 ¢ 14 1
Washington ... ‘ 1. 45 2.11 i 1. 84 .78 174 ‘ 1.72 : 322 324 20 5. 105 1 110 1 134 111 | 113 I 110 110 164 | 15 4

: I : . ! 1 i : i

1. Computed from data shown in table 4.

of more than $2,000 in 1953, include Connecticut, Nevada,
New York, the District of Columbia, New Jersey, Illinois,
California, Ohio, and Michigan.

This article continues the reports on State income pub-
lished annually in the Survey ofF CurrENT Business, For
each State and the District of Columbia, it presents estimates
of total income and per capita income for 1953. Also
included are statistical revisions of total mcome for 1952
and of per capita income for 1940-52. For convenience,
the 2 income series are shown in table 4 for selected vears
since 1929,

Income of Hawaii

OBE’s regional mecome work also covers the Territory of
Hawail. Total income payments in Hawail amounted to
$856 million 1n 1933, 3 percent above the 1952 total of $828
millions. Per capita income payments in the Terrtory were

Source: U. 8. Department of Cemmerce, Office of Business Economics.

$1,676 in 1953, as compared with $1,650 in the previous
vear. Hawaii's 1953 per capita figure was thus similar to
the national average; it was higher than that of 30 States,
and lower than that of 18 States and the District of
Columbia.!

Industrial Developments in 1953

In most regions, as noted, relative increases in total income
from 1952 to 1953 were quite similar. These, however, re-
flected a considerable cancelling of inter-State variations.
As many as 23 States fell outside the range of a 4-8 percent

1. These fizures extend on a summary basis estimates provided in Income of Hawail, u
recent supplemment to the SERvEY oF CURRENT Brsixess, Detailed estimates of Hawaii's
1453 income flow are available on request.

Undertaken at the request of the Territory, the Hawaiian income study includes estimates
for the pertod 1939-52 of personal income (by type and by industry), dispesable personal
income, employment, average annual carnings of emnployees, and total output,

With the accompanying detailed explanation of definitions and procedures, the report
constitutes a case study intended to aid all who are working in the field of regional marketing
and ineome studies.
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increase—2 percentage points on either side of the nation-
wide average. Application of similar tests shows that the
State income changes last vear were considerably less uniform
than in either of the two previous vears. Further, there was
little tendency—except in New England and the Middle
East—for the individual States of a region to conform to
pattern.

This comparative irregularity in the movement of 1952
State incomes can be traced mainly to (1) the considerable
diversity that characterized developments by industry in the
national economy and (2) their differing impact because of
State-by-State dissimilarities in industrial structure. In
addition, of course, rates of change by industry differed
geographically but the influence of this factor appeared less
pervasive (see tables 2 and 3).

In most broad industrial sectors, incomes paid out to indi-
viduals in 1953 were 2 to 6 percent higher than in 1952.
By contrast, wages and salaries in manufacturing increased
11 percent and agricultural income dropped 12 percent.
Within these two basic industries, moreover, rates of change
-aried widely by type of activity.

To explain differences among States in 1953 income
changes, attention thus must be focussed mainly on manu-
facturing and agriculture. In a number of States, however,
developments in other sectors —such as Government, mining,
and construction—had a particular, though localized, impact
on the flow of individual incomes,

Manufacturing expands in most States

The expansionary influence of the manufacturing industry
in 1953 was widespread geographically. In all regions and
in 43 States, factory payrolls inercased relatively more than
total income from other sources.

For the country as a whole, payroll expansion differed
widely among manufacturing industriesin 1953. The largest
gains occurred In the important transportation equipment
and eleetrical machinery groups. There were advances of
one-tenth in primary metals and fabricated metals, chemicals,
and instruments. In the lumber and textile industries pay-
rolls in 1953 were unchanged from the previous year.  Most
other major types of manufactures rose moderately.

Developments in the metals, electrical machinery, and
transportation equipment industries underlay the Central
region’s first-ranking gain in manufacturing last year.
AMichigan, Ohio, Indiana, and Missouri were among the top
nine States in factory payroll expansion.  They were also the
only States in the Central region, however, where manufac-
turing outpaced the Nation. In these four States, the metals,
eleetrical machinery, and transportation equipment groups
together comprise from one-third to two-thirds of all manu-
facturing wages and salaries, and from 1952 to 1953 expanded
at above-average rates.

In 1953, the automotive industry expanded 25 percent.
This had particulair impact on the Central region, where
four-fifths of motor vehicle production is concentrated.
Another speeial factor in the 1952-53 expansion of manu-
factures in that region was that payrolls in the primary and
fabricated metals industries had been affected appreciably
in 1952 by the 8aveeks” work stoppage in steel.

Kentueky, Tennessce. Louisiana, and Florida of the South-
east likewise were among the 9 States scoring the largest
relative gains in manufacturing last vear. In significant
degree. these also stemmed from the metals, eleetrical
machinery, and transportation cquipment industries.  Al-
though of generally lesser importance in the four States,
these industries expanded at unusually large rates there from
1952 to 1953.

Chemical manufacturing is of considerable tmportance in
each of these four Southeastern States. Whereas nationally
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wages and salaries in this industry rose 10 percent from 1952
to 1953, increases in Kentucky, Tennessee, Louisiana, and
Florida ranged from 16 to 23 percent.

Textile and lumber unchanged

In some States, the smallness of increase in total factory
payrolls from 1952 to 1953 was due almost entirely to the
types of industries prevailing in them. As a major example,
payrolls in textile and lumber manufactures remained at
about the same level in 1953 as in 1952 in both the country
as & whole and in States where these industries are important.

This, then, is the key explanation of the relatively small
gains in total manufactures in Maine, New Hampshire,
Rhode Island, Alabama, Georgia, North Carolina, and South
Carolina. In each of these States textile payrolls comprise
from one-fifth to two-thirds of total wages and salaries in
manufacturing.

In Mississippi, Arkansas, Montana, Idaho, Washington,
and Oregon, where lumber makes up one-fourth to three-
fifths of all manufacturing, the small 1952-53 payroll changes

Table 2.—Major Sources of Income Payments in Each Statc and
Region: Selected Components as a Percent of Total Income, 1953

7
" Govern-{ Manu- e | Con-
) Atg&;,calfl' _ment | faciur- T:r(l((ih struc- | Mining
State and region in. income ing s(";‘\'ice tion pal.\l'-
. pay- payv- | >%) pay- rolls
comel | etst ] opolls | IMCOMeN opg
Continental United States, .. ____ 3.3 15.9 ¢ 25,7 i 26,0 4.0 1.4
New England_____......_.. ... ...} 1.3 15.1 33.4 24,1 3.3 .1
Connecticut. . ! 1.1 9.8 40.5 21.9 3.7 1
Maine .. _____ 3.0 19. 4 27.4 24.2 3.1 .1
Massachusetts. . .8 16.8 30.8 25.1 3.2 .1
New Hampshire.. 2.3 4.9 319 25.3 2.4 1
Rhode Island. .6 7.7 34.9 23.8 3.4 Ny
\"ermont..,.,._.“,.._,_,_,,..’ 7.0 15.0 26.6 26.5 L7 .7
Middle East. __._____.._.______.__ 1.2 15.1 27.7 27.3 3.6 L5
Delaware ... _..._ 3.9 10.6 35.1 19. 4 4.9 .0
Distriet of Columbia_ I 48.3 3.1 27.2 o N . .
Maryland...__..__ 2.5 19. 4 23.4 26. 4 5.1 .k
New Jersey | 1.4 13.7 35.3 4.5 3.9 .2
New York.. i .8 13.8 24.9 30.7 31 .3
Pennsylvania . i 1.4 13.0 33.0 24.1 4.0 2.4
West Virginia.........._ ...} 2.9 14.4 : 22.2 22.1 3.4 7.1
Southeast.._.__............ . 1o 20.5 18.6 4.8 L5
Alabama___ Sy 9.4 22.7 215 2.8 2.0
Arkansas. 19. 5 19.6 12.7 3.8 16
Florida ____ 6.8 20.7 8.1 57 i
Greoryia | €3 20. 4 20.5 3.3 .4
Kentueky 10.4 19.6 16.3 7.3 5.2
Louisiana . 7.9 19.7 1 15. 4 5.8 L1
Mississippi . .. 2.7 21.2 ] 13,4 2.9 L6
Noarth Carcolina. . ... 12.8 17.6 26. 1 3.1 .3
South Carolina. - 10.5 16. 8 25.5 8.3 L2
Tennessce. 8.5 17.6 23.6 5.1 L8
Virginia . ... . 5.7 26.0 18.1 4.4 1.4
Southwest. ... LT 19.0 ¢ 12,5 4.4 3.3
Arizona . N 15. 6 19.4 7.6 6.2 4.5
New Mexico. ... I 8.4 I 25.1 ¢ 6.5 5.7 6.3
Oklahoma. ... ... . __ 8.2 22.8 ! 1.0 3.4 6.3
Texas o - 8.0 17. 6 13.9 4 4.3 a0
Certra:. . _ 5.7 12,2 33.4 ¢ 3.8 .7
Miveis. .. .. 4.0 1.7 30.7 4.0 L
Indiana 2 12.2 37.5 3.5 N
) 209 14.6 ¢ 17.1 2.4 [’ .3
2.2 1.1 441 3.7 .6
15 46 18. 8 1.2 2.1
7.8 45 205 3.2 .6
e 3.0 LR 4.2 [
Wisconsin, e e 7.3 12,1 AR s
t ;

Nortkwest e 4.6 18.5 1.0

Colorado. ... ... . 6 217 4.6

Idaho .. . . U 17.9 171 . 4.7 ¢

Wa. B 8.5 1 17,8 15,6 1.0
Mont: e el . 21,3 4 16. 6 .4 4.0 Ak
Nebraska 19. 4 16.2 1.0 3.2 .2
North Dakota . - 28. ¢ 16.4 2.5 36 [
South Dakota. . .. .. . 32,5 ¢ 8.3 1 4.5 3.1 I, [t
Utah - R, . 5.2 236 .3 1.2 73
Wyoming., . .. ... : 12.4 | 1911 6.3 5l § KN

; i : : i
Far West I O, .9 18.8 ; 5.0 .8
Californin... .. ... ... i 460 18.6 | 5.0 .8
Nevada, .. o 3.7 17.8 9.4 1.5
Oregon e ; 6.5 1 15,0} : 3.4 L2
Washington . . 5.6 i 2151 5.0 L4

i H {

t For definition, sce fostnotes to table 3.
Sotiree: U180 Dopartment of Commeree, Oflice of Business Econoies,
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Per Capita Income, 1953

Bl $1.875 AND OVER
$1,575 TO $1,874
$1,275 TO $1,574
UNDER $1,275

UNITED STATES $1,709

GOFFICE OF BUSINESS ECONOMICS, U. 5. D. C.

in this industry dampened the increases in total manufac-
turing.

The Southwest also furnishes an example of the influence
of industrial structure on the overall change in manufactur-
ing from 1952 to 1953. The five major types of manufac-
tures which expanded most on a national basis are of consid-
erably less than average importance in this region. Nonethe-
less, the rise in total factory pavrolls in the Southwest
matched the nationwide rate. Tlis reflected the fact that
in 15 of 20 manufacturing industries gains scored by the
Southwest were of above-average proportion. In itself,
this record is direct evidence of the continuing basic uptrend
of manufacturing activity in the region.

Farm income changes volatile

Farm income last year again proved the most volatile
source in the State income flows. In numerous instances.
rates of change were large and divergent. From 1952 to
1953, agricultural income declined in 37 States and rose in 11.
In 9 States, the decline was one-fourth or more. By contrast,
farm income advanced strongly in North Dakota and South
Dakota, where sharp downturns had occurred in 1952,

In the country as a whole, the sizable reduction in agricui-
tural income from 1952 to 1953 reflected a decline of about
one-tenth in value of output, aceentuated by the fact that
farmers’ production expenses declined by a much smaller
percentage. The lower value of output stemmed almost
wholly from & decline in average prices received by farmers,
as the physical volume of farm production nearly equaled
the record year 1952. Prices of agricultural products de-

54 —29-5

clined during 1952 and early 1953 following the post-Korean
upsurge which reached its high in 1951.

Livestock and livestock products were the major area of
decline in 1953. As a result, reductions in aggregate net
farm income were large in Colorado, Nebraska, Utah,
Wyoming, New Mexico, Texas, and Nevada. Income de-
clines from livestock and products were important also in
Towa, Montana, North Dakota, and South Dakota, but
were offset or overshadowed in these States by other develop-
ments.

Value of crop production was down moderately last year
on a national basis, but marked differences in individual crop
experience made for a varyving impact on the individual

States. As usual, weather conditions—notably the 1953
summer drought—had more localized effects on State farm
inconies.

In most of the important corn-producing States of the
Central region, the value of the 1953 corn crop was moder-
ately higher. In Iowa, however, it was 13 percent smaller
than in the previous year. In Nebraska the reduction was
one-fourth. Similarly, the value of wheat production was
litile changed from the year before in Washington, rose
more than one-third in Montana, and was sharply curtailed
in Kansas, Oklahoma, and Nebraska. In Maine and
Idaho—bhecause of drastic reductions in prices—the value of
the 1953 potato crop was less than half that of 1952.

By regions, the largest declines in farm income last year
oceurred in the Southwest and Northwest. As noted earlier,
this was the principal factor limiting the rise of total income
in these areas.

With farm income showing small advances in Alabama,
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Florida, and Tennessee and a rise of one-tenth in Georgia,
the 1952-53 decline of farm income in the Southeast was
limited to 4 percent. This was the smallest decrease of any
region.

Developments outside manufacturing
and farming

Highlights of the influence of developments other than in
manufacturing and farming are summarized below.

Government—From 1952 to 1953, income from govern-
ment—the total of all types of income disbursed directly to
individuals by Federal, State, and local governmental agen-
cies and social insurance funds—increased 5 percent on a
national basis. In broad outline, this reflected a rise of
about one-tenth in State and local governmental payrolls and
little change in Federal military and civilian payrolls.

Among regions, there was almost no variation as to rate of
increase n total income paid to individuals by government.
By States, there were significant differences, but these were
less disparate than in other recent years.

In every State where government income payments
advanced by 10 percent or more from 1952 to 1953, increases
in Federal payrolls for national defense activities provided
the primary impetus. On the other hand, in each of the 8
States where income from government advanced only slightly
or declined, reductions in Federal payrolls also were a major
influence. In West Virginia, Montana, and Oregon, there
was the additional special factor of a sharp drop in veterans’
bonus disbursements by the State Governments.

In summary, 1952--53 shifts in the State distribution of
incoﬁae accounted for by government were comparatively
small.

Mining—In most important mining States, changes in
payroll disbursements by this industry in 1953 represented
an extension of the recent trend. The magnitude of change
last vear, however, was generally much smaller.

The coal-producing States of West Virginia, Pennsylvania.
and Kentucky sustained continued declines in mining wages
and salaries in 1953. The impact was greatest in West
Virginia, where mining payrolls, accounting directly for one-
sixth of all income, declined 7 percent.

In the principal mining areas other than coal, payrolls
advanced further in 1953. In Louisiana, Arizona, New
Mexico, and Oklahoma, the rise amounted to 6 to 12 percent.
It approximated one-tenth in Colorado, Montana, Utah, and
Wyoming and exceeded one-fourth in Minnesota and
Nevada.

Contract construction.—From 1952 to 1953, payroll changes
in the contract construction industry varied widely on a
State basis.

In a dozen States scattered throughout the Nation, wages
and salavies in contract construction showed a spurt ranging
from one-tenth to one-fourth. Particularly noteworthy was
Tennessee's advance of 26 percent (concentrated in the Oalk
Ridge and TVA areas). This was a significant element in
the State’s favorable income record.

Declines in construction activity appreciably retarded the
overall income flow in a number of States. Developments in
South Carolina and Kentucky, however, warrant special note.
Although construction payrolls last year fell off 18 percent in
South Carolina and 5 percent in Kentucky, the volume of
construction activity in these States remained unusually
high. In both, atomic energy projects had provided the
main impetus to recent spectacular expansions that left
construction payrolls in 1953 triple their 1950 volume in
Kentucky and four and one-half times as large in South
Carolina.
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Trade and Service.—Income trom trade and services
(wages and salaries plus proprietors’ incomes) moved up in
most States last year at a rate similar to the nationwide
average of 6 percent. This broad source was a generally
bolstering influence in States where total income in 1953
increased at a below-average proportion or declined. In 25
of the 29 States in this category, individuals’ incomes from
trade and service activities increased by a larger percentage
than total income.

Table 3.~—~Percent Changes, 1952 to 1953, in Total Income
Payments and Selected Components, by States and Regions

© — ' s | e 2 | o .
] =0 (g g 4w =] P
Hg | I 138134 BE |33 845,18
Sa | 2o =8 |8 sn o8| 58| A
ot &2 g w g o Sl g 8 =l ; o9 ;-'?
State and region E15E| =8 E52086 23| 55| 55| 8
a7 |t | 2% |28E8fE8 |8 | 2w | 28 g
Sg s = gglrwgl 338 [ = g k|
5 o o3 lodd Izl B2 R =
B o< (Zz¥ o s =718 o | A
Continental United States_...__ 6| —12 7 5 7 6 11 4 2
NewEngland___________________ 6| —12 6 5 6 5 8 1 10
Connecticut. . I 8| —5 8 8 8 6 12 -1 9
Maine_._..._. - 3| —40 5 8 4 7 2 19 -5
Massachusetts....._._.____. 5| ~-2 5 4 6 4 8 1 7
New Hampshire ___..___.._ 5 5 5 7 4 6 4| —2 25
Rhode Island._______._____. 5 -8 5 7 5 6 4 1 0
Vermont. ... 6| —5 7 4 7 8 8 10 36
Middle East___.________________ 6| —12 6 5 6 5 10 5 —4
Delaware_._._______ 71 -—11 8 10 8 10 9 3 0
Distriet of Columbia. 44 4 4 3 3 51 =1 [eeeun
Maryland 61 —4 7 4 7 6 12 1 -2
New Jersey 7 2 7 11 7 7 8 4 10
New York 61 —20 8 4 6 5 10 7 12
Pennsylvania 6 —9 6 4 7 5 11 4 —4
West Virginia 1| -19 2| ~10 4 [ 9 21 -7
Southeast________._._._________._ 5( —4 6 5 7 6 10 1 2
Alabama, 5 1 6 6 5 7 10 | —20 7
g 0 -9 3 8 1 3 8} ~19 1
11 4 11 12 11 11 13 18 10
6 11 6 2 7 6 8 13 1
4 -2 5 4 5 7 15 —5 -3
6 -7 7 3 8 6 13 15 12
2 —4 4 4 4 1 10 2 10
4 -7 6 7 6 6 6 —2 10
South Carolina. 2 -3 2 1 2 5 81 —18 -3
Tennessee..._ 8 2 8 6 9 5 13 26 —6
Virginia ..o .. 241 —22 4| -1 5 6 71 —1 =10
Southwest______.____________.__ 3| —17 6 6 6 5 1| -3 4
Arizona.... 51 —14 9 7 10 6 14 18 9
New Mexico. 5| —30 10 12 8 9 10 7 6
Oklahoma. 41 17 6 6 6 6 11 0 7
T eXaS oo e eeeeaaee 3| —16 5 5 5 5 11| -8 3
Central ._____ ... ____________._ 71 ~13 9 5 9 7 13 7 7
Tllinois. 6| —13 7 2 7 6 11 7 -3
Indiana.. 9 4 9 5 10 6 15| -1 -3
OWa_._. -3 | —-24 5 8 4 4 5 3 —6
Michigan.__ 12 | —14 13 3 15 10 20 14 24
Minnesota. 4| —13 7 5 7 6 10 6 34
Missouri. 6| —7 7 6 7 § 131 —1 —4
9 -6 10 8 10 8 13 8 2
31 =2 5 3 5 4 6 8 9
0 —20 5 6 5 5 8| -3 6
2| ~24 5 5 5 6 9 -8 7
-3 ] -21 3 5 2 7 0] —10 —-11
-3 | —51 7 13 5 6 8 0 1
3 4 2 —1 3 4 7 =12 7
—3 | —28 5 3 6 4 9 12 7
North Dakota__ 7 14 5 2 5 5 3 0 33
South Dakota. . 10 26 4 5 4 3 3 7 19
Utah_ ____..__ - 31 —-29 6 6 6 6 11 -5 9
Wyoming. ... . ______.___. 0 —27 5 4 5 7 12| -9 10
Far West_._____________________ 6 —12 7 5 8 6 10 9 10
Qalifornia. ... ___.________. 71 —14 8 6 9 7 12 12 10
Nevada__.... ... ____... 91 —52 14 13 15 16 12 20 26
Oregon.___ e 1| —12 2| =2 2 4 0| =3 6
Washington.____________._ 5 4 5 5 5 4 7 0 4

1. Consists of net income of farm proprietors (including value of change in inventories of
crops and livestock), farm wages, and net rents to landlords living on farms.

2. Consists of pay of State and local and of Federal civilian employees, net pay of the armed
forces, allotments of military pay to individuals, mustering-out payments to discharged
servicemen, veterans’ benefit payinents (conslstmg of pensions and disability compensation,
read]ustment allowances, self-employment allowances, cash subsistence allowances, State
government bonuses to veterans cash terminal-leave payments and redemptions of terminal-
leave bonds, adjusted compensa.tlon benefits, military retirement payments, national service
life insurance dividend disbursements, and interest payiments by Government on veterans’
toans), interest payments to individuals, public assistance and other direct relief, and benefit
payments from social insurance funds.

3. Consists of total income payments minus agricultural income and Government income
payments.

4, Consists of wages and salaries and proprietors’ income.

Source: U. 8. Department of Commerce, Office of Business Economies.
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Regional Summaries

The foregoing section has dealt with the effect of selected
industrial developments on the 1953 geographic income
distribution. This section, through regional summaries,
focusses attention more directly on total and per capita
incomes.

Regional Changes in

Manvufacturing Wage Earnings
May 1953 — May 1954

In general, the most pronounced declines in
factory wages occurred in regions where
manufacturing is most important

PERCENT DECREASE IN

PRODUCTION WORKERS' EARNINGS FROM
MAY 1953 - MAY 1954 %
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Another objective here is to introduce suunmary facts about
regional changes since mid-1953 in factory wages and total
nonagricultural employment. In the absence of requisite
information for preparing State income estimates more
current than the vear 1953, data from the Bureau of Labor
Statistics on manufacturing wages and nonagricultural em-
ployment furnish the basis for some evaluation of the impact
of the recent adjustment in business activity on the regional
economies.

Aungust 1954

This adjustment, as described in the National Income and
Product Review in this issue, entailed a moderate decline in
the value of national output from mid-1953 through the
spring of 1954. The flow of individual incomes over this
interval was well maintained, with payroll declines centering
in manufacturing substantially offset by increases in other
sectors and by larger disbursements of dividends and transfer
payvments.

As shown by the accompanying chart, the regions most
affected by the downturn in factory wages are also those in
which manufacturing is of the largest relative importance.
This concurrence points to New England and the Central
States as the regions where the impact of the recent business
adjustment was most pronounced.

New England

Gains in total income and per capita income in New
England last vear were similar to the nationwide average.
Only in Connecticut were the increases in these two measures
of above-average proportion.

Because of the comparative unimportance ol agriculture
in New England, the region was affected very little by the
deeline in farm mcome last vear. On the other hand, manu-
facturing was less of an expansionary influence in this region
in 1953 by reason of the types of manufactures located there.

In assessing the region’s below-average gain in factory
pavrolls from 1952 to 1953—8 percent versus 11 percent—-
two facts are to be noted. The 5 manufacturing mdustries
which on a national basis showed largest payroll increases in
1953 account for 31 percent of total factory pavrolls in New
England, as against 40 percent nationally. Moreover, New
England has relatively large amounts of the only two manu-
factures—textiles and lumber and wood products——in which
wages and salaries paid out in 1953 were either smaller or no
Iarger than in 1952.

In Counnecticut, above-average expansion in individual
incomes last year stemmed primarily from a 12 percent rise
in factory payrolls. Large increases in its important trans-
portation equipment and electrical machinery industries
were chiefly responsible.

Total factory wages—the earnings of manufacturing
production workers—declhined 16 percent in New England
from May 1953 to May 1954. This was the largest regional
decline, and was widespread throughout the area, 1t
stemmed from both lower employment and a shorter work-
week, with somewhat higher hourly earnings providing a
partial offset.

Total nonagricultural employment other than manufac-
turing rose slightly or was stable in all New England States
over this interval. The region’s showing in this regard was
somewhat better than that of any other region.

Middle East

The Middle Eastern States received $73 billion in indi-
vidual incomes in 1953, or 27 percent of the national total,
with New York, Pennsylvania, and New Jersey alone ac-
counting for more than four-fifths of the regional income total.

Income developments in this area last year may best be
described as “average”. In 8§ of the 9 income measures—
aggregates and principal components—shown in table 3, the
1952-53 relative changes recorded for the Middle East
equaled those for the Nation or differed by only one percent-
age point.

In five of the Middle Eastern States, moreover, changes in
income payments last vear were closely similar, Only in
West Virginia and the District of Columbia did developments
differ significantly from the average,




August 1954

West Virginia’s income in 1953 was up only slightly from
the previous year. The principal retarding factors, as noted
carlier, are (1) payment in 1952 of the bulk of State’s vet-
eran’s bonus, and (2) a further decline in mining payrolls.

In the District of Columbia, the rise of 4 percent in total
income from 1952 to 1953 reflects small advances in Federal
payrolls and in trade and service income.,

Over the May 1953-May 1954 interval, factory wages in
the Middle East declined about 12 percent and nonagricul-
tural employment in industries other than man ufacturm(r was
down about 1% percent in the aggregate. These develop-
ments were only a little less favorable than those on a na-
tional scale,

Southeast

In 1953, the income experiences of two groups of States in
the Southeast can be distinguished.
In Florida, Tennessee, Georgia, Louisiana, and Alabama,

Table +.—Total and Per Capita Income Payments to Individuals,! by
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increases in total income from 1952 to 1953 approximated ov
excecded the national average. Income from mnearly all
major sources increased at above-average rates in each of
these States. Florida and Tennessee were among the 8
States with largest gains in total and per capita income last
year,

On the other hand, in the remaining States of the region
income advances were smaller than in the country as a whole.
In each, farm income in 1953 was lower than in the previous
vear and nonfarm income rose at a less-than-average rate.

In conformity with the long-run trend for this arca, aggre-
gate income in the Southeast has risen at a faster rate smee
1950 than in the country as a whole. Although most of the
region’s relative growth was in its nonfarm sector, farm in-
come also contributed. Onlv in the Southeast was income
from agriculture larger in 1953 than in 1950.

The region’s better-than-average income growth over the
3-vear span was the product of relative gains in nearly all
major income sources exeept manufacturing.  From 1950 to

States and Regions, Selected Years, 1629-53

|

Total income 3 (millions of dotlars)

|
Per capita income ¥ (dollurs)

State and region - - - ] = ; —— T Ty ‘ : — ‘
1929 } 1939 ) 1040 ¢ 1944 1 1950 i 1951 ‘ 1952 1953 119291 1939 194(” 19417 1942 1943 1 1944 | 1943 { 104(» 147 : 1948 T1949 19501 19517 1952 'IQH
[ ' ‘_.H_.___.N__.,‘:_A,N_,_.._. B S — | [ ;;;,ﬁ S
; ' ; i !
Continental United States .. _________.__ 82, 617,70, 601"75,852;153,306\217,829 242,529,256, 091E270 577, 680: 539 575 6931 875|1,057.1,159{1,191 l 211;1 2‘)2 1, 383 1,324 1, 4401 58!‘1 644 1,709
New England___.. . ... ____._.__. ... 6,792 5,729! 6,124 10,707; 14,537) 15,983; 18, 707 17,686 838 630 861i1,046!1, 219!1,291;1, 309:1, 3'%6\1 4001 461'1, 4161 558 1,694 1, 16} 1,824
& mme(mut 1,450| 1,301f 1,4170 2,697] 3,598 4,002) 4,393 4,744| 918} 764 1L, 0621, 202|1, 4731, 51811, 47611, 4751, 59111, 636 l, 571, 782.2,005 2,071 2, 194
1 4490 400 431 8811 L 067! 1,169 1,25 0’ 1, 2871 566 474 L5690 T6811,016,1, 038{1, 04011, 08411, 135:1, 196:1, 121;1, 151]1, 2571, 358, 1, 369
1x 3. 787[ 3,106 3,3000 5,438 7,535 8, 173 8,421 & 8800 897 Ty 876{1, 03411, 20611, 291|1, 334‘1 ih‘) 1.409.1, 4821, 4561, 603 1, T03:1, 7721, 812
\(\\\ Hamp\hlreﬂ 3020 268 269 427 (682 752 781 818: 6521 548 671 K131 95510501, 093:1. 1371, 205 1, 246.1, 1()/\1 30%°1, 4/1)] 553 1, 620
Rhode Istund . 579 4800 511 961 1,217! 1, 3160 1, 362! 1, 4297 851 678 {8011, 0991, 214; I.JH 1, 3()1‘1,314‘1‘:40() 1, 452:1, 390 1, 042 1, 6721, 66111, 749
Vermont. o ... 2161 1741 187 303 438! 431 :'x()ﬂ‘ S280 6011 483 | 6290 741 \84* 96511, 0541, 0‘35‘] H?( 1,195 1, 10671, 159 1, 28(;1 3520, 401
I H H
Middle East._ 127,840:22,783124, 319 42, 431; 60,598] 65,043 69, 190 73,2300 926; 709 752% 871{1,042/1, 237 1,364;1,4241, 4.)2\1 5101, 5"31 540 1,689 1, 8291 8921 984
Delaware . - 2180 203 234 403 628 T 68 825 919[ TTH 8RN 0110, 14011,3621 41411 ,397 1, 4401 338 1, 6351, 696.1, 9562, 192 2 20712, 304
District of Columbia 2. G3R)813) 6050 1,518 2,003 2,305 2,416 28071, 19111, 03111 07411, 0881, 114 1,27111, 327'1, 384[1, 447)1, 526:1, 676 1, 797)1, 991 2,136.2, 135 2, 100
Maryland 2. 1, I(Dh{ 1,074 1, 2,877 d 42() 3,867] 4,144 44020 703] 634] 7081 84511, 5:1 1, 27711, 288 ‘1,44.’ 1,414, 5501, 7221, 75411, 857
New Jersey 2 _ |3, 268" 2,859 3, 13 5, 838 8,795 9,457 10,153 047 746 801 907 ! ! 711, 454:1,455:1, 517 1, 573 1, 5361, 710, 1, 890' 1, 975 2, 095
New York 2 ‘14 41() ]1,301 1L, 8301 19, 506 28 381; 30,475} 31,681) 43,489.1, 1 "5 M QUSIL, 16811, 374 1, 53611, 64411, 68511, 7201, 706 1, 875 2,003,2, 06212, 153
Peml\\]hmu . 17,338 5,819/ 6,225 11, 208 l(y, 184; 17, 542! 18, 310 19,419 TATE 909:1,099° 1, 215:1, 25¢ ‘l 27411,344'1, 431 1,382:1, 37 1, 6631, 734! ] R22
West Virginta__ ... _ ... ... ; :‘H‘ 714 7605 1,381 2,1150 2,340| 2, 41141 2,435 480 597 T20] K09 ,1‘ 8971 0()41 103,1,007;1, (17.51 1851 2351 257
Southeast__ . __.; 8,681 8,414 9,043! 21,907 30,321, 34,272| 36,267 404! 535 768 801; 799 851‘ 922 886! ‘)591 071 1, 1971 159
Alahama ©oo802) 681 763 1,980 2,581 2, 924 3,087 090 742 T4 7R2TOS35 76N N4, 942 lMO‘I 043
Arkansas 476 4‘15‘ L6l 1,578 L ThT 785 6551 7100 T44) TARE RGO TO0) 8231 4
Florida . 695, K19 ‘)O(h 2,433 3, 387 It 994 3311, 03411, 048‘1 0u3:1, IO‘M 2011, 29
i 956 901 9861 2,426: 3,336 69 "01i 861|918 8331 969
964 K39 8807 11,8300 2,688 705 7670 8201 014) %700 909
862 828 8471 2,045! 2,848 241 329 794‘ 51 U731, 0071,0521, s
544 436 444) 1,2215 1,527 2881 401 579 I 737 38 702 3!
\nrrh Carolina. 9661 1,0000 1,131) 2,536, 3,859 4()0‘ 5256 711 ToR BO8! T ¢
South Carolina_ 438 493 545 1,201 1,763 3580 476 671 T28! S S 833 ‘N'S 1, 08811, 005
Tennessec. ..~ 905 8563 W27 2,329! 3,203 411 5 813 K25, &66: 910 h,%‘ G631, 060:1, 12711, 186
Virginia® __ ... . .. 987 996| 1,1270 2,646, 3,551 4,073 4,340 55%1 T4T 922 ‘)26‘ U()_‘l 0771, 047} l 14411, 273:1, 3381, 36
Southwest _______ .. ... ... 4,153! 3,756 3,908, 9,514 13,965 15,942 17,079 919 %1 1, 0721 1311 1741 2231,347:1, 422
Arizona__ 245 227 237 591 931 1, 145] 1,308 072 2 1, 0321, 1101, 2060, 1TH1, 235 1,438: 1, 503{1, 47.
New 1\[0\1(’0 161 179 190 425 (it 916, 075 806 i 858\ 959; l 02511054 1, 13341, ‘)%I S""
Oklahoma. 1,079 796 820! 1,8531 2,406 2,692 2,830 ¢ Y04 90Ri 80)\ 999.1, 1011, 0%6:1. 076 1, 1961,
Texas.. .. 2,668 2,554 2,662 6,645 9,853 11,189] 11,916 12 279 972 97 Qf»(wl 1)%1 Hl 1, ’081 27211, ‘3X(>il 457
| i
Central. .. ____ 24, 226120, 090:21, 664| 42,252| 62,294} 69, 759! 73,291) 78,416 1,131.1, 212(1, 251 1,281 1 371 1, 510 1, 40‘) 1,55111,718 1, 7‘“ 1, 884
Mlinois JI 706! 52850 5 740| 10,207) 15,400] 16,978 17,771] 18,800 26,1, 221, 1, 335 1, 42541, 480, 1, 5951175111, 6221, 7601, 020, 1, 9%81 2, =%
Indiana.__. 1,877 1,683| 1,858] 3,950 5,780| 6,664} 6,986 7,584 1002,1, 15411, 20200, 16211, 26613931, 20511, 45811, 637 1, 668] 1.
Towa - 1,348 1, 1851 1,2331  2,318] 3,725] 3,979 4 094 3.9,)4 1,02411, 011 1 0651, 20811, 15301, 4941, 28141 41
Mich 3,543 3,054} 3,425; 7,259 10,242 11,438] 12, 2()6 13,723 1,28111, 831 1 _l 274:1, 40711, 47201, 4141,
Minnesot: L 1,443 1,3781 1,4241  2,456) 3,995 4,411F 4,524] 4.724 7 2990 97411,06511, 15111, 224, 1. 1,238.1, »ii{‘l
Missouri 2210 1,832 1,014 3.662| 5.570] 6.140) 6,406 67681 612 486i 0; 768 91511,032(1, 09111, 158]1, 1631, 35411, 3001, 406.1,
Ohio.__. _. 4,920 4,154 4,448) 8,967 12,620 14,511, 15,443} 16,840: 748 603: 6421 811:1,008:1, 22611, 29411, 319°1, 2911, 3%\1 1,425:1, 5811, (‘fl 872:2 o , (12
Wiseonsin ... .o 49, 1,5141 1,622) 3,334 4,962 5,638 5,861, 6,023 634] 485 )lm 6500 K441, 00471, 12311, 178 1,20) 1, {(’3 I, 3.)4 1.318'1, 44() 1. -l,(»m 1 12
Northwest__._.___ 9271 3,099, 3,363 7,631 10,993) 12,151! 12,684, 12,742 ,)‘*)4 418; 45’3‘ 5681 &7 993 1, 086 1, 1"(} 1,144'1, }13 1,385.1, 24’ 1, )70 1,498°1,5 41 1,535
Colorado.. 633 563 5891 1, 1570 1,840 2,139] 2,315 2,367 6 505, 618 889 992 1,033'1, 14511, 1321, 314°1, 3711, 31111, 380 1, 558 1,630 1, 675
Idaho___. ! 213 232 5371 742 808 874 851 555" 885, 074 1,047:1,1021,192'1, 285 1. 312 1, 2371, 260 1, ‘3/4 1.484:1, 411
Kansas__ 4 692) 757y 1,987, 2,577( 2,8331 3,211} 3,110 5520 852:'1,016 1,120.1, 122:1, 099 1, 205 1, 258 1, 180 1, 340 1, 452 1, 629 1, 550
Montana__ 32i 288) 321 558! )28 1, 022: l 009 1,037, 685 9I1:1,005 1,187 1,214:1,299 1, 501 1,620 1, 343 1, 568 1,738 1, 6901, 689
Nebraska.__ _ | 523 5691 1, 843; 1,964 2,030 i 2,065 515; 815' 0%3'1, 104 1,132 1,173 1,228. 1,459 1, 2751, 478 1, 508 1, 584i I, 33
North Dalota i 2061 237 5611 TRY: 820} 750} 804! 5380 7460 9341,053 1,004 1,086 1, 514-1, 467 1, 159.1, 269 1, 365 1, 244 1, 205
South Dakota. 2881 227] 242 572, 835 964 81l 895! T8, 4910 815 RM LOIS 1,080 1, 150 1,280 1, 5311 151°1,275 1, 1, 2201, 362
Utah._ .__.. 272, 2431 265 644 &80 1,019) 1,075 1,108 52 $ 597 O11°1,008 1,054 1,104 1,069 1,198 1, 23471, 210 1,274 1, 439 1,459 1, 510
Wyoming. ... ... 154] 141 151 272|§ 439! 5100 507 505! 687} nf’n‘ 604; 704; 861 1,004 1,133 1, 041, 280 1,470 1, 520 1, 473 1. 5091 729 1, 65T: 1, 650
Far West__.______ 6, 7301 7,431} 18,864 25, 1200 28,379 30,8731 32,7290 865 6921 751 927 1,192.1,443 1,532°1, 471'L, 506 1, 594 1,650 1,504 1, 711 1, §70.1, 925'1, 986
California_ 5,047 56060 13.730] 18 621' 21,214 23,257 24, 856| 0461 4L 807) 9T3'1,200 1,463 1, 556 1,507 1,569 1,652 1,683 1,628 1, 755 1, 9221, 478 2, 039
Nevada. 84 921 213: 303) 35¢ 448! 817, 76T, 814l BY2 1,504 1,424 1,3651,473 1,637 1,711 1, 71% 1,604 1,804 2, 1142, 227,2, 175
Oregon.._ i 587 6331 1,6720 2,321 2,7621 6401 544 5831 769 1,085 1,310 1,353 1,327 1,324 1,469 1,530 1,451 1,515 1, 6711, 7121, 724
Washington . .. ... i 1,0[2; 1, 1000 3, 240; 3, ¢ 75, 4 l'vﬂ3} 7l3i 5883 (532; 839 1,167 1,442 1, 549 1, 405 1, 339 1,496 1,571 1,524 1,630 1,742 1, 810 1, 882
H ' |

“Income payments to individuals'” is a measure of the income received from all sources
during the calendar year by the residents of each State. It comprises income received by
individuals in the form of wages and salaries, net income of proprietors (including farmers),
dividends, interest, net rents, and other items such as social insurance benefits, relief, vet-
eruns’ pensions and benefits, and allotment payments to dependents of military personnel.
For u» more detailed definition of income payments and a brief deseription of sources and

methods used in preparing tho estimates, see the ‘““I'ochnical Notes” section of the article in
the August 1950 issue of the SURVEY OF CURRENT BUSINESS.

2. See footnote 2, table 5.

3. Estimates for other years of the period 1929-53 are published in the August 1953 issue of
the SURVEY oF CURRENT BUSINESS.

Source: U. 8. Department of Commerce, Office of Business Eeonomices.
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Table 5.—State Income Payments, by Type of Payment, 1951-531
[Mivicps of dollars]

August 1954

H

State 1851 | 1952 1953 }‘ State 1951 l 1952 ‘ 1933 Srate
; ‘1 | i .
|
United States, total_.. 242,529 1256,001 | 270, 577 | Lomisiana, total. 3,138 3,692 || Ohic, total__
Wages and saleries. R 75,484 | 188,333 Wages and salarie o 1,978 2.405 Wages and -
Proprietors’ income 4!)'379 33,003 | 38,086 Provrietors’ incom» 5601 555 Pranrietars’ income
Property income. 25,7¢0 | 26,919 | 2% 360 } Property intome . - 289 | 213 Provorty income ...
Other income___._ 13,807 | 14,685 | 15,748 ‘r\ Otherineome ..__.____________ 311 324 Other ineome. ... _____._._..
|
Alabama, total 2,924 3,087 1 3248 ‘E Mainn, total ? 1,180+ 1,2F 1,287 || Oklahoma. total _
Wages and salart 1.824 1. 99t 2212 Wages and salaries 784 83 |75 Wages and salariog
Proprietors’ incom . 631 617 3 Preorietors’ income 147 170 148 Proprietors’ ineome .
Property income. . 209 215 Property income___ 156 150 165 Proparty income. .
Other income. .. _.______.._.... 260 261 Other income 82 2B 99 Other income_. . ____.______.
Arizoma, total .. __________________ 1,145 1,308 1,37 7 Maryland, total 2. . _______ .. 3,867 | 4,144 4,402 || Oregon, to*al _ L
Wages and salaries _ 672 <09 {79 Wages and salaries 2,696 | 2,032 3,129 Wages and calarms
Proprietors’ income . 297 306 27F Proprietors’ inzome 559 564 581 Provrietors’ income_ .
Property income. . 106 118 130 Property income . .. 434 458 483 Provertv income
Other income__. .. 70 75 88 Otherincome..__..______.__.. 178 190 200 Other income. ._..___.__._._
Arkansas, total. .. oL 7E3 L 1,7RA 1,793 |1 Massachnsetts, total . _____ . . .. {173 | 8421 2,880 || Pennsvlvaniz, total B
Wages and salaries - ]]8% 49 975 Wages and salaries 5,876 | £,002 6. 446 Wages and salaries.
Proprieters’ income R 538 589 524 Proprietors’ income 0T 663 676 Proprietors’ income.
Property income. . - 114 118 120 Property inecome_ _ . 1,031 1,081 1.125 Property income .
Otherinzome ___._ . .._......_ 163 150 174 Otherincome. .. .. ... __._ 559 600 633 Otherincome. ... _ ... _ _..
California, total. . __. . _______.__.__ 21,214 | 23,257 | 24.856 || NMichigan, total. ____. ________.._ | 11,438 | 12,208 13,723 || Rhode Island, total. .. ___ . . ...
Whages and salaries....___.____. 14,036 | 15,838 177 Wagesand salaries ______ ... .1 R A60 | 9 246 | 10,635 Wages and salaries. ___
Proprictors’ income_.__.______. 2.494 1 3,491 2, Proprietors’ income _.__. ...} 1,297 | 1,274 1.311 Provrictors’ income _
Property income.. 2,421 , 578 2, Property incorz_. . 1, N56 1,110 1,184 Propertyv inzome. . ..
Other income. ... 1.262 3 1 Otherincome____.. .. .. __. 525 576 593 Otherincome. .__._____._._....
Colorado, total ... .. ... 2,139 | 2,315 2,367 || Minnesota, total__.________________ 4,411 | 4,52 4,724 Tt
Wages and salaries ToTem3 | Last| 1A Wares and salaries . 2501 | 2,775 | 2,086 || Souty Onrolina, tofal .
Proprietors’ income . 435 437 395 Proprietors’ income 1.130 | 1,030 973 P A0S and salaries.
Property income. . 1 oo 265 280 Proverty income ... 149 457 480 Prggg‘ftf“’fg ameome
Other income...__......_..__.. 154 159 175 Other income 248 262 285 |1 Other income. .. ...
Connecticut, total .. ... ... ____ 4,092 | 4,393 4,744 || Mississinpi, total.  _ ___ oL, 6e88 [ 1,781 1,821
Wages and salaries 2,044 | 3,103 3,484 Wages and salarirs R24 R77 918 || South Dakota, total__
Proprietors’ income 373 284 387 Proprietors’ incom 567 /10 591 Wages and alaries
Property income.. - 601 632 674 Property income _. - 126 131 136 Proprietors’ income
Other income._ ... 174 184 199 Other income_ ... .. .._._...._. 171 163 176 Property income
Delaware, total.. 719 76 825 || Missonrd, total ... ..____....__| 6,140 | 64081 6 768 Otherincome ..............
Wages and salaries - 481 526 571 Wages and salaries. o[ 3,888 4,230 4538 1y oo total
Proprictors’ income . 92 85 86 Proprietors’ income 1,25 | 1,147 1,128 ‘m‘l“:“ﬁ“ : °f1"‘ e T
Property income. - 120 128 135 Property income_ 597 612 849 ey n},p‘?p:;n Q,S a’aries
Other income. N 26 29 33 Other income. . __ 401 117 462 i’:gn;rtsi)]{n (,‘O“rggm"
District of Columb J12,305 7 2,416 2,507 || Montana, total.___ . 1,022 [ 1,009 1,037 Other ineome_ .. __ . __.._..
Wages and salaries . _________ 1,822 1 1,922 1,988 Wages and sala»ies___.._______. 526 R71 587
Proprietors” income 136 138 139 Proprietors’ income ._____.____ R 362 284 205§ Texas, total__________.__ . . ..
Property income. - 230 240 254 Property income __. R3 85 92 Wages and salaries
Other income____..._..__ - 117 116 126 Other income.. __ 51 f9 63 Proprietors’ income
Florida. total ... ... 3,789 4,137 1,586 || Nebrasks, total.___.. . 2,030 | 21221 2.065 g;‘t’f“ﬁ" Lacome...
Wages and salaries 12,204 | 2,608 2,901 Wages and salaries 1,020 | 1.000 1,147 er INCOme ... ..o
Proprictors’ income - 732 718 780 Proprietors’ income 702 15 58211 teah, total.
Property income _ . 489 529 576 Property income___ . 215 231 232 “\1‘ aze: and
. I3 i 12
Otherincome_._________....... 274 285 329 Other income 93 96 103 Proprietors ineome.
Georgia, total .. _______________ 3,842 2,007 4,245 || Nevada, total_______________.__.___ 352 412 448 Property income.
Wages and salaries . _l 2,478 | 2,710 2,862 Wages and salaries - 217 263 301 Other income . _________ 777
Proprieters’ income - hia! 879 734 Proprietors’ income 74 K0 70 11
Property income.__ - 326 336 357 Pronerty income. 46 51 56 ‘[ Vermont, total. .. .__________. .. _
Otherincome.._____.____..__.. 267 272 292 Other income 16 18 21 | Wages and salaries.
3 e
Tdaho, total - oo 808 | 874 851 || New Hampshire, total 2 __________ 72| 1 <18 Froprictors' Income
Wages and salaries B 470 505 514 Wages and salaries _ 505 531 557 O't(};n "rty Income. .
Proprietors’ income . 219 242 204 Proprietors’ inzom on 38 ap erineome. ...
Property income - 72 75 78 Property income. 108 1 M4 ipgini
i A | . Z ginia, total 2. _______ . -
Other income . 47 52 55 Other income._. 49 52 570 Wagos and salari R
innis, total. .. _.____ 16,978 | 17,771 18,800 || New Jersey, total2__ 8,795 9,457 10, 153 Proprietors’ inrome
Wages and salarie: S 11,796 112,583 | 13,4908 Wages and salaries 6,447 1 7,032 7,57 Property income_..____________
Proprietors’ income._.._. o] 2,461 | 2,348 2,312 Proprietors’ inecme 1L,O0R | 1,003 1,047 Otherincome.. ... _____ . ___
Property income._ _1 1,986 2,071 2,169 Preperty income. s 952 1,002
Other income.___ - 735 69 821 Other income____ 435 170 330 4, \\'ash;nmon, total.. ..o
Indiana, total ... 6,664 | 6,98 | 7,584 || New Mexico, total. . ot | a7l pnep || JYaees and salaries
Wages and s'tlan ] 4,517 | 4,830 5,341 Wages and salaries..__ £38 #09 a6s |1 PI:OD‘ lett?'.s ineome .
Proprietors’ incom o] 1,244 1,221 1,268 Proprietors’ income. .. 234 211 187 Olt(])lz”,r) lneome
Property income._ - 544 571 601 Propertv income_ . 90 96 100 16T INCOME ..o
Other income.._. R 309 364 374 Other income._ 54 59 66 11 \yost Virginia, total. ... ..
Towa, total... .. S13,979 1 4,004 3,954 |t New York, total 2 - 30,475 | 31,681 | 33,489 Wages and salaries._..___..__. .
Wages and s’darle: - 1, 904 2,003 2,699 Wages and mlanes 21,195 | 22,316 23,776 Proprictors’ income
Proprietors’ income 11,464 1, 452 1,19 Proprietors’ incom 3,431 3,289 3,202 Property income_.
Property income._ - 417 436 441 Property income. 4,194 | 4,324 4,544 || Other income.. ... ____._.____.
Other income - 194 203 223 Other income 1,655 1 1,742 1.867 . .
Kansas, total.__._____........_.. 2,833 | 3211 3,110 || North Carolina, total _....._._.___ 49200 | 4,404 | 4,500 Wisconsin, total. .
Wagos and salaries. L679 | 1,809 | 2020 Wages and salaries 2,658 | 2872 | 3,053 Promtetos s
Proprietor’s income B 724 841 600 Proprietors’ incom 1,021 995 anl ’Ptg’wr : ';T*n . come
Property income. R 292 320 315 Property incomea. 348 352 362 O‘thy" LV Income
Other income 138 151 175 Other income 263 255 283 N INEOTRC oo e
Kentueky, total ___________.__..__ 3,111 3,316 3,460 || North Dakota, total . __ K26 750 804 || Wyoming, total. . _______.___
Wages and selaries. 1,921 2,138 2,241 Wages and salaries 358 378 395 ! Wages and aries ..
Proprietors’ income _ 715 685 501 Proprietors’ income._ 363 267 209 Proprietors’ income .. .
Pronerty incorne_ _ 240 244 254 Property income. 64 62 B84 i Property income_________
Other income. ... ____._______. 235 249 274 Other income..___________ 41 i 43 16 " Otherineome.___. ... ... ...
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16,840
12,536
1,873
511
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2,986
1,851
539
300
276

2,762
1,857
450
269
186

19 419
14,212
2,110
1,998
1,098

1,429
1,040
119

1. Comparable estimates for the years 1929, 1933, and 1939-41 were published in the August
1945 issue of the SURVEY oF CURRENT BUSINESS; for the years 1942-47 in the August 1950
issue of the SURVEY; for the years 1948-49 in the August 1952 issue of the SURVEY; and for

1950 in the August 1953 issue of the SURVEY.

2. The totals shown here and in table 4 for the States footnoted are not strictly measures
of the income received by residents. The tatals for the Dis
Maine are too high—and those for Maryland, Virginia, New Jersey, and New Hampshire
too low—in terms of measures of total inzome received by residents. The estimates shown
here for the District of Columbia include income paid out to residents of Maryland and Vir-

irict of Columbia, New York, and

before division by population.

ginia employed in the District of Columbia, but they exclude the income of Dmtnot residents
employed in these two States. Estimates for New York include income paid to residents of
New Jersey employed in New York, but do not include the income of New York residents

Source: U. S

New Jersey, +618; Maine,

New Hampshire employved in Maine.

—36;

3. Department of Commerce, Office of Business Economics.

employed in New Jersey. Similarly, estimaates for Maine include income paid to residents of
I tne computation of per capita income for these 7
States, the income totals shown here and in table 4 were first adjusied to a residence basis
Following are the amounts (in millions) of the adjustments
for 153: District of Columbia, —733; Maryland, +4317; Virginia, 4416; New York, —618;
New Hampshire, +36. Because of lack of data which
would permit o breakdown of the amounts of adjustment according to their type-of-payment
and industrial sources, it has not been feasible to publish on a residence-adjusted bhasis the
estimates of total income and its sources for these States.
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1953 factory payrolls increased two-fifths on a national basis
as compared with one-third in the Southeast.

Chiefly because the Southeast is less “industrialized,” the
downturn in manufacturing over the past vear has had a
smaller effect on the flow of individual incomes there than
in the country as a whole. In addition, the relative decline
in factory wages from May 1953 to May 1954 was of smaller
proportion than in the Nation generally.

Southwest

Relative increases from 1952 to 1953 in both total and
per capita income were below average in the Scuthwest.

The drop in agricultural income was more pronounced in
the four Southwestern States than in the country as a whole,
This was a dominant development in the region's economy
in 1953,

In nonfarm income, the advances from 1952 to 1953
scored by Arizona and New Mexico were among the largest
in the Nation. In Texas, the rise in total nonfarm income
was limited principally by a drop in construction payrells.
Nonagricultural income mn Oklahoma rose at nearly the
nationwide rate as a larger volume of income from govern-
ment and an inerease in mining wages and salaries made up
for the fact that construction pay rolls were no larger in 1953
than in 1952,

The income expericnce of the Southwest last vear is in
contrast to its long-run tendency to receive an inereasing
share of the Nation’s income. However, the sharp fluctua-
tions in farm income occurring in this reglun in cach of the
past several years have tended to dominate changes in total
immcome and obscure basie developments in the nonfarm
seetor.

From 1950 to 1953, total income in the Southwest in-
creased 26 percent—only slightly more than the rise of 24
percent occurring nationallv. That the increase in total
meome in the Southwest was no larger is attributable to the
decline in farm income over this period. Nonfarm income
in the Southwest was up one-third from 1950 to 1953 —a
rate of increase matched only in the FFar West.

Central

Individual incomes in the Central region in 1953 exceeded
$78 billion—an increase of 7 percent from 1952,

Income gains in Michigan, Indiana, and Ohio were among
the Jargest in the Nation.  In Michigan and Obio the increase
was widespread by industry; in Indiana it centered in manu-
facturing. Developments in Iowa, Minnesota, and Wis-
consin were less favorable chiefly because of declines in
agriculture.

The record of the Central States in 1953 was typicul of
short-term  changes in this area. These generally have
shown significant variation because of the widely different
emphasis within the region placed upon agriculture and
manufacturing,

Over the longer run, however, the Central States have
exhibited the composite tendeney o receive an approximately
constant share of the Nation’s total income. In peacetime
vears of high-level activity since 1929, the region has ac-
counted for 28-29 percent of all income. Over this span,
moreover, its per capita income has moved closely with the
national average. It has tended to run 6 to 8 percent above
that average, with the percentage rising to 10 . 1953,

From the chart, it is evident that the decline of factory
wages over the past year had a considerably above-average
effect on income in the Central region. In all five “indus-
trialized” States of the area—Nlichigan, Indiana, Ohio,
linois, and Wisconsin—relative declines were larger than on
a national scale. Factory payrolls in these States, moreover,
make up as much as one-third to two-fifths of all income.
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Northwest

Aggregate individual incomes in the Northwest last yens
were only slightly above 1952, with farm income down on the
average by one-fifth.  All States except North Dakota and
South Dakota shared in the region’s below-average experi-
ence.  In the two Dakotas sharp incrcases in farm income
pushed total income up from 1952 to 1953 at better-than-
average rates.

Income movements among States of the Northwest are
typically volatile. The overshadowing force in recent vears,
however, has been the pervasiveness of the falling away of
farm income from the post-Korean peaks. In nearly cvery
State of the region, farm ineome in 1953 was one-fourth to
one-third below the peaks established generally in 1950
or 1951, With agrieulture three times more mmportant an
meome source in the Northwest than in the Nation, these
substantially larger-than-average dechines in farn income
had an unusually important effect.  The overall income rise
in the Northwest in the past few vears has been less than in
any other region.

Associated with the recent changes in farm income in the
Northwest were less-than-average gains in nonfarm income.
In the six most agricultural States nonfarm income rose 20
percent from 1950 to 1953, as against 27 percent in the
country as a whole. Particularly noticeable was the rela-
tive lag in such secondary industries as trade and serviee.

On the other hand, in Kansas, Colorado, and Utah the
rise in nonfarm income was more than average. In Colorads
and Utah, farm income is only half as important an income
source as in the region generally. In Kansas, the near dou-
hling of factory payrolls, under the impetus of the tremendous
growth of the State’s aireraft production industry, was the
primary factor.

Far West

Income expansion in the Far West from 1952 to 1953 wus
of average proportion. Relative increases in the individual
States, however, were appreciably different.

In California and Nevada, sizable gains in most major
income sources contributed to above-average rises in aggre-
gate income. Particularly important was the 18-percent
expansion in California’s transportation equipment industry
and Nevada’s upsurge of 16 percent in its trade and scrvice
industry.

The below-average income gain in Washington stemmed
from relatively small increases in factory payrolls and trade
and service income. The smallness of Oregon’s 1952-53
income advance reflects declines in income from agriculture,
government, and construction, and the fact that manu-
facturing wages and salaries in the State were no larger in
1953 than in 1952.

From 1950 to 1953, the income rise in the Far West was
the largest of any region as above-average gains char-
acterized nearly all income flows. Particularly mpressive
was the advance of three-fifths in factory payrolls—an
increase half again as large as that for the Nation.

The 1950-53 incomne experience of the IFar West was thus
in line with the region’s long-run uptrend. In 1929, the Far
West received 8% percent of all individual incomes. 1In
1953, it reccived 12 percent—a gain of more than two-

fifths. Every State in the region shared in this relative
growth.

From May 1953 to May 1954, factory wages were better
maintained 1 the Far West than in any other region. The
small reduction shown in the chart stenuned from soune
decline in employment partially offset by higher average
weekly carnings,



by L. Jay Atkinson and Carl Jones i@

Farm Income and Gross National
Product

Part [—Recent Trends

FAR;\I production has coutinued at a high rate in 1954,
Livestock and livestock products marketings in the first
half of the vear ran ahead of the corresponding period in
1953 and there were indications of further expansion in
livestock production. C'rop marketings in the first half of
1954 were about as Iarge as a vear carlier. The acreage of
crops planted or growing this vear is the same as last as
approximately 20 million acres taken out of wheat and cot-
ton production were diverted to other crops not under
marketing quotas.  Prolonged drought brought crop deteri-
oration during July. Prospects in early August were for a
somewhat smaller harvest than in 1953,

Domestic demand for farm products has been strong over
the war and postwar pervied.  The expansion in output in
the past 3 vears, however, has exceeded demands and has
resulted in larger carryover of stocks. The large supplies
have been accompanied by a drop in farm prices from the
peak reached 1 the 1950-51 rise.  Support extended by the
Commuodity Credit Corporation rose to $4 billion for the
1953 crops.  During this period export demand declined
from the high point reached in 1951, Farm product exports
were $4 billion in 1951, $:3.4 billion in 1952, and $2.8 billion
in 1953. In recent tnonths there has been some pickup in
exports, principally cotton.

Processing and marketing costs have increased somewhat
during the past 3 vears so that consumer prices for food and
apparel have cased ouly slightiy.

The general course of farin prices has been downward
during this period, though there have been considerable
intervals in which they have shown little overall change.
In the latter part of 1953 and in the first few months of 1954
farm prices were largelyv stabie. Some firther decline in
farm prices developed in the second quarter,

Cash farm receipts were 2 percent below a vear ago in the
first half. As shown in the accompanyving chart, gross farm
income in 1953 was down about $4 billion or 10 percent from
the high reached in the upsurge of 1951 which earried gross
income to a peak of $38 billion. As production expenses
have remained relatively firm, net farm income also declined
about $4 billion from 1951 to 1953, or a shrinkage of nearly
one-fourth. In the first half of 1954, net inconte was down
a little from a vear carlier.

Support operations

Government loaus and purchases for price support pur-
poses on 1954 crops will be down from the high volume of
the past vear. Of the $4 billion total price support extended
on 1953 crops (through May 1954) wheat and cotton each
accounted for more than $1 billion. With marketing quotas
in cffect for the 1954 crop, acreages of each of these crops
were reduced about one-fifth from 1953. Wheat yield per

NOTE.—MR, ATKINSON i A MEMBER OF THE CURRENT BUSINESX
ANALYRIS DIVISION AND ME. JONES Is A MEMBER OF THE NATIONAL
ECONOMICS DIVISION, OFFICE OF BUSINESS ECONOMICS.
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acre is estimated to be only a little higher than last vear, so
that estimated production is down about 15 percent. This
decrease is equal to about one-third of the amount put under
price support from the 1953 crop.

The 1954 wheat crop exceeds anticipated domestic use
and probable exports. Domestic disappearance for the

Farm income Trends
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1954-55 marketing year is estimated by the Department of
Agriculture at 660 million bushels.  If exports are about the
same as in the past vear, 215 million bushels, the indicated
carrv-over July 1, 1955, would be approximately 1 billion
bushels, which is slightly larger than at the beginning of the
vear and about equal to the 1954 crop.

The Secretary of Agriculture has announced a national
narketing quota for the 1955 wheat crop which has been
approved by the required two-thirds of eligible farmers
voting. The acreage allotment is 55 million acres, the
minimum permissible under current legislation. This is 7
million acres smaller than the allotment for the 1954 crop.

In view of the general diversion of acreage from wheat to
other crops, some of which are in actual or potential surplus
supply, new restrictions have been announced for the control
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of diverted acres. Producers will be required to comply
with all acreage allotments established for 1955 in order to
be eligible for price support on any crop produced. In
addition to the cross-compliance provision for allotment
crops, farmers who have more than 10 acres to be diverted
from allotment crops will be required to stay within a ‘“‘total
acreage allotment.” This provision means that a farmer
must plant no more in 1955 than in 1953 of nonallotment
crops other than hay and related uses. In other words, the
reduction in allotment crops must be a net reduction from
1953 acreage for all crops to be harvested except hay. These
requirements supersede the looser controls of 1954 under
which farmers did reduce acreage of wheat and cotton but
planted correspondingly more of other crops for harvest.

Cotton production was estimated on August 9 at 12.7
million bales. This is a reduction of about 3.8 million bales,
or over one-half of the total quantity pledged for price sup-
port from the 1953 crop, and three-fourths of the net amount
pledged.  Estimated production is slightly larger than dis-
appearance in the year ended August 1, 1954, but somewhat
below estimated requirements for the year ahead.

Corn was the third crop in terms of support activity for
the 1953 crop, but support activity needed for the new crop
will be much reduced.  Though the acreage planted was the
same in 1954 as the year before, dry weather in July brought
a sharp cut in yield prospects. With a large carryover of
corn and abundant production of other feed grains, the feed
concentrate supply prospect per animal unit is about aver-
age. Some increase in concentrate feeding may be made as
a substitute for hay and pasture, both of which suffered from
the summer drought.

For most other crops, indicated production in 1954 was
higher than in 1953, and many of the storable crops had price
support programs. The latter include feed grains other than
corn, soybeans, flaxseed, and rice, all of which expanded
acreage and prospective production in 1954. In the past
year, however, all of these products together constituted less
than one-sixth of total price support activity.

Livestock production

Adjustinent of farm output is not directly related to de-
mand in the straightforward manner of industrial output,
where production schedules have more flexibility and are
geared to demand as closely as practicable. Though agri-
cultural programs and price support activities provide some
alteration in the price structure and in production alterna-
tives confronting farmers, they have not changed the basic
planning of the individual farm entrepreneur. For the larger
part of farm output which is not directly subject to controls,
the reaction of the individual farmer to the change in demand
is (appropriately) judged by the farmer to have no appreci-
able effect upon the price received for his product.

In addition, there are technical cost considerations which
render farm output less flexible than industrial output. In
agriculture a much smaller proportion of costs are “prime”
costs, directly related to the Jevel of output. Thus, wages
and salaries in agriculture constitute about one-sixth of in-
come originating in this sector whereas in manufacturing
employee compensation comprises three-fourths of income
originating.

The general nature of the adjustment of livestock produe-
tion to a levelling off in demand is illustrated by the changes
in commitments and actual output in the past 2 years. A
number of aspects of livestock operations can be changed
at various times during the vear, though the time required
to change the rate of production or marketings varies from
several months in the case of poultry to several vears for
beef cattle, with intermediate periods required for dairy
cattle and hogs.
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For livestock and products output as a whole, the upward
trend of the past few vears is extended into 1954 as the
rising segments continue to expand and those previously
contracting turn upward. The rise in 1953 was mainly
attributable to stepped-up cattle marketing, but dairy pro-
duction was also expanding. Further increases in market-
ings of each of these are occurring in 1954.

Cattle raising, feeding, and marketing have been subjected
to a number of diverse influences in the past 2 years. The
rise in cattle numbers is slowing down as cattle producers
appear to be making preliminary adjustments leading to a

Livestock Feeding
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leveling off or a reduction in herds. There is an increase
in cow and calf marketing and the number of steers on farms
has been reduced. On the other hand, the number of cattle
on feed has been increasing in relation to a year earlier, fol-
Jowing a slowing-up in the movement into feed lots in the
latter part of 1953. Thus the number of cattle on feed July
1 is estimated to be about 5 percent higher than a year
earlier in comparison with a 2 to 3 percent decline on April
1 and a 9 percent drop on January 1 (on a year-to-year
basis).

The emergence of a broader demand for feeder cattle in
the first half of 1954 has lent strength to the market for
cattle from the range and improved the distribution of the
meat supply during the year. As shown in the accompany-
ing chart, feeding margins for cattle were unfavorable during
1952 and early 1953. Though margins became favorable
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during the latter part of 1953, the number of cattle going on
feed was down from a vear earlier, rising onlv after the
beginning of 1954.

Part of the stepped-up marketing both in 1953 and in
1954 is attributable to drought conditions in the range cattle
areas. In the markets adjacent to dry sections, the run of
cattle was heavy as pastures deteriorated in mid-summer of
1954. For the first half of 1954, cattle slaughter for the
country as a whole was at a record rate, exceeding the cor-
responding period a vear carlier by 10 perecent. From 1951
to 1953, cattle slaughter increased about two-fifths. The
sustained rise in beef cattle marketings of the past 2 vears
has been accompanied by a somewhat greater decline in
cattle prices and accordingly a declining trend in cash re-
ceipts from cattle marketings.

Continuing strong consumer demand for meat, a consider-
able reduction in pork supplies, and emergency measures to
make feed available in drought-stricken arcas together with
surplus purchases of beef at tho peak of the seasonal run have
prevented a greater decline in cattle prices. Cattle prices
averaged slightly higher during the first 6 months of this
vear than in the corresponding period of 1953 but had fallen
a little below by early summer.

More hogs coming

Hog production was curtailed successively in 1952 and 1953
dosplto bumper corn crops in each of those years. Normally,
large corn crops are followed by expansion in the number of
pigs raised, but in each of these vears there was an increase
in corn placed under loan and a decline in farrowings. The
corn-hog ratio became favorable early in 1953 (see accom-
panving chart) and after a longer than usual lag, pig farrow-
ings turned upward at the year end.

The 1954 spring pig crop was estimated to be 13 percent
above a year carlier and about the size of the 1952 crop. As
these pigs began to reach market in the summer months,
they brought to an end the 2-year decline in hog marketings
which had pushed hog prices unusually high. The peak n
hog prices was reached in April and they were substantially
lower in June and July. For the first half of 1954, cash
receipts from hog marketings exceeded the corresponding
period a vear earlier, continuing the uptrend of the past
2 seasons,

Rising milk flow

Dairy production turned upward during 1952 and has
expanded irregularly but strongly since that time. The rise
in milk production of 5 percent from 1952 to 1953 was very
large for this typically stable item. The uptrend continued
through the first quarter of 1954, after which some slacken-

Part II—Farm Gross N

Tui figures on farm gross national product presented in
this article revise and extend those which appeared in the
September 1951 SURVEY oF CURRENT BUSINESS.

Farm GNP represents the portion of gross national prod-
uct originating on the farm. It is a value-added concept
obtained by subtracting from the total value of farm output
the value of (mtermedlate) materials used up in the produc-
tion process, such as fertilizer, purchased feed, and motor
fuel. It measures production occurring on farms, without
duplication and is “gross’ only in the sense that depreciation
and other capital consumption allowances are not deducted.

The total value of output includes (1) cash receipts from
farm marketings and CCC loans, (2) farm home consump-
tion, (3) net change in inventories, and (4) gross rental value
of farm homes. In the real product tables, the sum of the
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ing appeared. The sustained upturn in dairy production in
the past 2 vears was not prompted by an increase in dairy
prices in relation to feed. Milk-feed and butterfat-feed
price ratios averaged slightly lower in 1953 than in other
recent vears and were below the long-term averages. They
declined further in 1954 as dairy product prices decreased
somewhat more than feed prices.

Three influences contributed to the advance in dairy
production. Declining prices for slaughter cattle resulted in
reduced culling of dairy stock and an increase in the size of
dairy herds. A second influence has been the sustained
technological advance of recent years. Better pastures,
improved hay and silage. artificial insemination, and labor-
saving arrangements for the care of cattle have all con-
tributed to the rise in dairy output. A final influence has
been  the support price established for manufactured
dairy products. Of the four principal groups of live-
stock and products, this was the only one for which price
support was maintained throughout 1953,  Also, dairy
producers were the only group which “lengthened commit-
ments” during 1953, though prices had (L(lva,ncod for two
of the g1011ps~1)0111t1 v and hogs—and an expanston in their
output is occurring in 1954. Beef cattle mall\otuw\ incereased
in 1953, but this marked a slowing down in the rate of
expansion of cattle herds.

Poultry and egg production m 1954 has been running
well ahead of a year carlier and a further rise is expected as
a result of a considerable increase i egg hatchings in carly
1954 w hen egg pxlc es were above a vear carlier. hgg hatch-
ings tapered off in the second qumtm of this year following
a (hop in cgg prices. Cash receipts from the marketing of
poultry ¢ and eges were down 10 percent in the first half of
1954 as compared with a vear earlier. For the yvear 1953
as a whole, cash receipts from poultry and eggs reached an
all-time high of $3.8 billion as marketings mcreased only
about as much as population from the plecodmv year and
prices advaneed.

National output from farms

The extent of long-run changes in farm organization and
productivity in relation to total national output may be
examined in the framework of gross national product and
the portion of the total originating on farms. More and
more the output of farms is increased by the use of products
purchased by farmers and used in production—intermediate
produets to use the terminology of the national accounts.
The following section presents revised estimates of farm
gross national product for the years since 1910 together
with a brief analysis of some aspects of changes in agricul-
tural organization and output.

ational Product 1910-53

first two of the above categories, i. e. cash receipts plus home
consumption, is comparable with the volume of farm mar-
ketings and home consumption series of the Department of
Agriculture.  Though there are differences in the method of
cale ulating the two serics compared, they move closely
tooothel throughout the whole period 1910-53 with only
small divergencies.

If, to the sum of the first two Iines, 1. ¢ cash receipts and
home consumption, is added net change in farm inventories,
the result comprises the total commodity output of agricul-
ture and is comparable in concept with the Department of
Agriculture series termed “farm output.” Movements of
these two series are also quite similar throughout the period
1910-53. The underlying series used are principally those of
the Department of Agriculture.  In the current dollar tables,
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Gross National Product by Components

CURRENT DOLLAR trends of farm and
nonfarm GNP were roughly similar until recent
years when farm GNP has levelled off
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CONSTANT DOLLAR farm GNP has risen
at about half the rate of private
nonfarm GNP
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the derivation of the net farm national produet and the recon-
ciliation with farm national income are shown.

Although the current dollar tables incorporate revisions
which have been made since 1951 in the underlying data, the
present series differs little from the earlier figures.

Farm gross national product and nonfarm private gross
national product, measured in current dollars, each rose
about 140 percent from 1929 to 1948. Subsequently Farm

FNP in current dollars was off in 1949, advanced in 1950 and
1951 to a peak of $24.6 billion in the latter year, and has
since dechined, with 1953 nearly 10 percent below 1948. On
the other hand nonfarm private GNP continued upward after
1949; by 1953 it was more than one-third higher than in 1948.
Auch of the movement in current dollar GNP reflected price
changes, as is brought out in the following section.

Real Farm GNP rising

The base of the constant dollar gross farm product esti-
mates has been shifted from 1939 to a 194749 average.
Though there is some advantage in using a single-year base,
as has been done for the total gross national product constant
dollar estimates which are based on the year 1947, the farm
price structure was sufficiently distorted in 1947 to make the
use of a longer base period essential.

The constant dollar estimates of farm GNP, caleulated in
terms of 1947-49 prices, rose over two-fifths between 1910
and 1953, or at an average rate about half that of nonfarm
private GNP. As shown in the accompanying chart farm
GNP has fluctuated considerably, both annually and for
periods of a few years, mainly as a result of weather condi-
tions,

The relationship between fluctuations in price and quantity
series is not so clear-cut as in the case of nonfarm GNP. In
part this is due to weather influences, but part is attributable
to the uncertainty of the responsce of agricultural production
to changed demand conditions. For the farmer, there is no
broad incentive to alter substantially the scale of output upon
a turn in the general demand situation. Practicable changes
in output requirc considerable time, so that temporary
changes in demand cannot be readily exploited.

A second influence tends to limit the response of real farm
GNP to changes in demand. When the demand situation
improves, farmers in order to secure increased output tend
to step up purchases of nonfarm supplies and equipment more
than of products originating on the farm, partly replacing
labor which in war and postwar vears has been less abundant.
In general the reason is that they are substituting products
which have risen less in price (or more in efficiency) for those
which have risen more and perhaps become less readily avail-
able for use in farm production. These substitutions often
bring a rise in output with a smaller labor input. As most of
them result in increased purchases from the nonfarm sector,
only part of the increase in output comes from the value-
added on the farm since the cost of intermediate products
consumed is deducted from total output to obtain farm GNP.

Farm GNP in 1947-49 dollars has risen at an average rate
of 0.9 percent per vear. This differs from the earlier cal-
culation in 1939 dollars, chiefly as a result of two influences.
The rise in prices of commoditics used in production, 1. c.
intermediate products consumed, between 1939 and 1947-49
was smaller than that of products produced and sold by
farmers. Furthermore, the production items which went
up less in price between 1939 and 1947-49, such as fertilizer
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and lime and motor vehicle operating expenses, tended to
be substituted for those whose prices rose more rapidly as a
part of the general process of achieving more efficient
organization of farm resources.

Productivity higher

Though the increase in real farm GNP has been less rapid
than that of private nonfarm GNP, it has been achieved
with a sharply shrinking percentage of the private labor
force, with the result that the increase in farm GNP per
farm worker has been mare rapid than the increase in private
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nonfarm GNP per worker. For the entire period 1910 to
1953, farm GNP per worker rose an average of about 2
percent per vear. The rise was accelerated in the latter
part of the period as mechanization reduced farm labor
requirements, and nonfarm jobh opportunities attracted
workers to urban areas. For the period 1929 to 1953 the
increase in farm GNP per worker averaged 2% percent per
vear, with some deeline in the vears through 1936 when
weather conditions were especially adverse, followed by
very rapid rise in subsequent vears. Noonfarm private
GNP per worker has risen an average of about 1% percent
per worker since 1929,

Table 1.~~Farm Gross National

[ Millions of dollars}

T o ' ] T ! i | ; i
Line Item 1910 1 1911 1 1912 | 1913 | 1914 | 1915 1 1916 L1917 161N D iely G920 1921 T 1922 19‘23 w24 | 1923 1 1926
P ——— — P S N _*;___A‘
! | ) ! i
1, Toetalvalueof farmoutput___. ... . . . ... 7, '343‘: 6,737| 8,041: 7,491, § 008 8, 237 9, 024 14,201 16, 046,17, 140‘1(& 417. 9,852;10,705.11,901.12, 03213, 13, 14'.!3
i | i | i
2 Cash receipts from farm marketings and CCC loans_.__..__ .1 5,784] 5 5850 6,007 6.240; 6,034 6. 396; 7, 737[10, 740113, 46714, 540 12 606, 8,116; 8, 584: 9. 544 10, 202,11, 021110, 550!
3 Farm products consumed directly in farm households | 1L183] 1,007) 1,145} 1,157} 1, 1671 1.136] 1,313 1,865) 2,157, 2.398( 2.4l 0 1, 541 1,559 1,626 25 1,784 1, 8301
4 Net change in all farm inventories._....____.___..._.... ..y 194 3380 4850 —326° 3750 271 —499! 1,056 —196: 51 507! —-595| 2172 =3 Co19% —43
5 b 382 393 404 420; 427‘ 434; 473‘ 540 618 713" 04T 7601 T34 TRL 910 808!
H i b | . i :
3 i 1L616! 1,597 1,748 1,797; 1, 842; 1, 8653 2,26%] 3,110] 3,999 4,231i 4,072' 2, 705‘, 2,838. 3,118 3, 536: 3, 575; 3, 542
i j ! ; ! | ; : ; | i
7 1,122 1,083; 1,208 1,251: 1,277] 1, 2361 1,487] 1991 2,846 2,0001 3,190 2,004, 2,065, 2.271 2520 2, 698t 2, 711
8 (ross rents paid to non[arm Iand]ord& (excluding operating ex- ! i | j i : i |
penses) ... 494; 514 840 546 865 6290 T8LI L 119] 1.153] 1,241 882 701 T3 ONT 9 NTTD M3
9 | Plus: Other items... 11 =12 =14 —15 =17] -—18 —20; —21 =23 —26 —3L 38 —d4bL —42 -4l —3R 47
10 | Equals: Farm gross national produet. ... .. _ . __.________.___. 5,916; 5,128 6,279; 5,679, 6, 149; 6, 354 6, 736111, 070/12,024/12,883:12,314 7, 109‘ 7, 826; 8,741 8, 435110, 182 9,570
N i | . N ] { ! v '
11 | Less: Capital consumption allowances. ... .._.._.o.oo..o.o.._..____ 651 667]  690; 702 TI 745 K16 054 1,151 1,427 1,672 1,345 1,218 1,182° 1164 1134 1,164
12 Depreciation charges_____.______...____ 617 632 656 665 653 09, 7760 907 1,088! 1,357 1. SQS 1.286° 1,164' 1,120 1,111 1098 1, 103
13 Capital outlays charged to current expenxe 34 35 35 34 35 36 40: 47 63, 70 77 59 54 62 5% B1: 6]‘
| 1 t i ! i
14 | Equals: Farm net national produet. ... ___ 5,2651 4,461 5, 559! 4,977 5,431 5,609 5, 62010, 11610, 873:1]. 456110, 642 5,764 6,608, 7,550 T, 266 4,023, 8, 406i
15 | Less: Indirect business taxes 1500 167] 1741 200 203 221 2370 2680 2890 gaU 438 4360 460i S0 48T 4TS 4%
16 | Plus: Government payments 1K 0 0 0 0 0 0 0. 0 Q! 0 0 0; 0 1 0 I3
h ! : i . . ' i i
17 | Equals: Farm national inceme 5,115: 4,294, 5,415 4,777 5,228 5,388 5,683 9,848 10, 584'11,097 10,204 5,308 6,148 7,080 4,79% &, 345 7, 916!

Source: U, R

. Department of Commerce, Office of Business Feonemices, based largely upon data from U, 3.

Department of Agriculture.

Table 2.~Implicit Price Deflators for Farm Gross

[1947-49=100]

Line liem 1910 1911 . 1912
1| Total value of farm owtput_. . ___.________.._...____........._. . 3.9 349! 36,8 |
2 Cash receipts from farm marketitngs and CCC logus ... ... 37.6 1 34.3 1 36.5
3 Farm products consumed directly in farm households. 38.7 " 36.5 | 38.8
4 Net change in all farm inventories. . _
5 Gross rental value of farm homes. .. . . ... ... ... ;

; i
6 | Less: Value of intermediate products consumed, total ... 40.9 0 30.9 416
7 Intermediate products consumed, other thunrents . ... . 1L8 42,0 0 44.2
8 Ciross rents paid to nonfarm landlords (excluding operating ex-
PBIISES) © o o o e e il 39.1 0 36.2 ¢ 36,7
41 Plus: Other items. i 371 | 35.6 | 35.6
10 | Equals: Farm gross nationalproduct____ . ... ... _ 371 33.6 - 35,6

Source: U, 8, Department of Commerce, Oflice of Business Ecotiomics, based I: 1rgel\ upon data from U

1917 © 1918

1913 1914 1915 1916 | | 1919 - 1920 1921 1922 1923 : 1624 1WA 1020 ;
T D T
37.4 38,1 42,4 1 64,5 1 74,2 775 76,1 ' 46.5 © 48,1 251.8 52.'}\ 37.6 ' 55, l:
: 371 375 43,8 63.6 1 754 T8 1.0 3 .2 ‘ 50.4 .
39.0 0 39.0 44,7 1625 . 7L3 T4 805 . 55.4 . 60.6 |
R RE R RS M0 A BT RNR RA R0 BLa eLane3 el
41,9 . 42,8 : 43.1 1491 69.4 0 TO.1 - 85,2, 85.9 } 30.7 - 83,1 5895 601 62,2 ) 58,0 {
+44 467 471 . 5L ¢ ‘ 68. 1 i 7.1 83.8 861 545 551 ‘ 60.1 - 5049 . 63,1 61,6 }
36.3 36,0 36.8 0 446 TLE I BL3 D %8 & 851 ‘ 42.3 : 48.6 ‘ a7.Y ; 0.0 MU0 489 s
36, 36.9 . 33.4 0 4.6 . 63.3 F 727 A3 T3 451 485 ‘ 49.5 0 0.0 L A6 1 540 i
36.2 36,9 33,9, 40.6  63.3 ; 72,7 5.3 73.3 45.1 46.5 ‘ 49.5  50.0 L 56,1 54,0 !
3. Department of Agriculiure,
Table 3.—Farm Gross National

[Millions of 1947-40 dollars]

i
Line !

19, 317 21,869°20, 041 21, 005 23, 151 21, 266 22, 001 21, 635‘22, 108‘21, 576 21, hay 22

Item 1910 1911 1912 1813
1
..._z R
1 ! Total value of farm output - 19,919

1014 1915 1016 1918 1920 1921 1u22 1026 1127

1923

1917 1924 w25

1919

63 22, 995 22,856 23, ‘).)9 23, 885:25, 2-}1

9 Cash receipts from farm marketing: and CCC Joans. 15,364 16,286 16, 470°16, 842 16,137 17, 642 17,646 16, %N 17, 85518, 249, 1(), 37017 882 18, 151 17« a36° 19, 09*\ 16, 3649 19, 91120, 931
3 Farm products consumed directly in farm households - 3,056 3.007. 2,952, 2,968 2,990 3,017 2,936 2,9 3, 026; 3,099 2,092 2,937 2,986 2,937 2, 985 2, Sﬁb‘l!
4 Net change in all farm inventories. . I 440 —1,055 1,351 -xw 741,323 ~au 1, 41‘7: —498' —510° 933 16 —109‘ —142 —1, 344 EGH
5 Gross rental value of farm homes_ ... ... . .. _ 1,059 1,079 l,()()ﬁ; 1,118 1,144 1,169 1,196: 1,298 1, 2520 1,270 1,281 1,265 1,264 1,267 C 1,270 1,273
t i Less: Value of intermediate products consumed, total - ... 3,047 3,008 4,205; 4,202 4,307 L 331 4610 44810 5,058 4,067 40742 508300 5,341 5,242 3 w0 T 6, 1030 6, 53231
7 Intermediate products consumed, other than rents . 2,686 25TR 27340 2 7NN 2 THG 2628 2,860, 2023 3600 3569 3,705 3,680 3TH0 8,778 L3317 60T 4404 4,412
8 Gross rents paid to nonfarm landlords (excluding operat- - : : !
PN eXPeNSes) .. .o ... L2620 4200 L ATL LLA04 1UATI 1,708 10753 1,558 6% L Egn 03T 1,630 1,50 L 464 10ATR TS Lesy L olE
8 | Plus: Otheritems. ... ... .. .. ... ....... —30 =35 =39 —4l —d46 =83 —49 =33 =32 =35 —42  —n{  —Nn =85 =N —sn o —h o =T
10 | Equals: Farm gross national product.. . ... .. . ... _. 15, 942 15, 283 17,625 la, 708‘16, 652.18, 767 16,598 17,487 16, 545 17, 106 16, 782 15,757 16,834 17,668 16,884 18, 133 17, 713 18, 834"
_— ’ e - :

Bource: U. S, Department of Commerce, Oflice of Business Economics, hased 1 Lrgel\ upon data from U, 3, Department of Agriculture,



August 1954

SURVEY OF CURRENT BUSINESS

Part of the revision in the trend of farm GNP per worker
is attributable to the change in total farm GNP in constant
dollars which resulted from the shift in base periods.
somewhat larger part reflects a revision in the trend in the
agricultural employment series, which now shows a more
“man-hours

rapid deeline than the old series.
used for farm work

»

The index
of the Department of Agriculture has

also been revised in the same general direction.
the Bureau of the Census series on farm employmient, which
is somewhat different in concept and is available for a
shorter period results in the same general trend in farm
GNP per worker as that described above.

P'roduct in Current Dollars

A

"The use of

The Census

23

sertes indicates, and the Department of Agriculture series
on manhours implies, a gradual decline in hours worked per
week on the farm in the past 15 years so that farm GNP has
increased somewhat more rapidly per manhour than per
worker.

-«
Labor-saving investment

The sustained rise in farm GNP per worker results from
a combination of influences which has brought farreaching
changes in farm organization and management. In the
broadest terms, capital expendities liave bheen substituted

[Millions of dollars]

1927 1928 1 1929 § 1930 ; 1931 | 1932 | 1933 ' 1934 1935 | 1936 £ 1937 | 1938 i 1939 | 1940 | 1941 | 1942 1 l‘nH 144 1045 ;1946 1947 | 1w ‘ 1944 . 1456 I 1951, ‘.)52 1953 ‘ Line
| i o et e Doon U I NS SO RN O
13, 04513, 58513, 670111, 1201 8,702 6,434 6,660: 6,699, 9,548 9,237/11,372/ 9,694/ 9,719/10, 46613, 615/19, 101 22,04" 22,892°24,119:27, 946 31, 399 5, f‘)J 30 703 32 70638, 062136 994’ 34, 320 1
: | ]
i 10,732110, Q‘KX; 11,2991 90,0501 6,369 4,735] 5,308, 6,314] 7,074; 8,356) 8,819| 7,703! 7,819] 8, 332(11,075!15, 486119, 358,20, 577 121, 383(24, 5641 29, 100!3() XU" 27, '4-:4\‘)& 3238(32, /99‘32 4230 31,207 2
i 1,6980 16607 1, 7041 1,540] 1,255) 1,010| 1,024 1,090! 1,317, 1,373} 1,394] 1,266} 1,224{ 1,239] 1,442| 1,772, 2, 140} 2 1(33)5 2,218} 2, 5281 6 Z, : 2, 1881 2,007 2,243 2,145 2,037 3
=185 1171 —|62 —300 324 34; —2581—1,320 536{—1,112 523 103 56 270 452] 1,159) —176; —445] —462! — 749‘ L 136! —?\7-’1 9231 1, 404\ 054I —675 4
| 100 sl 829 &30 754 655 H87 615 621 620 636 622 620 625 646 684 727 91 880 1, 1031 ] Hh IN 42] i1, 41“1 1. 449’ 1 (lf)[ 1, 715! 1,751 5
i j ! i
E 3. 639] 3, 3)4‘."{ 3,824 3,323] 2,420! 1.913] 2,032 2,325 2,5961 2,971} 3,265] 2,939] 3,206] 3,621} 4,273] 5 747] 6,813] 7,272 7,913] 9, 20'l 10, 85413, 68710, :4"1‘ 11, (vﬂ‘l’? 4 )1 13, 643 12, 543 G
‘ 2, 704) 3, 025‘ 2,912 2,583| 1,924 ‘ 1,5320 1,5941 1,821] 2,008| 2,302 2,618] 2,367 2,608 3,013{ 3,385| 4, 595| 5, i l‘ 5, 9811 6, 5831 7, 728 a0 )(} 4, ‘r()ir ‘1 ¢13110, 001,11, ()?50\] 1, ".5‘ 10, 824 7
i 435 917‘ 912 740 506, 381 438 504 588 669 0647 572 598 608 888 1,152 1,272 1,291 1,330] 1, 4379i 1. ‘(34 i AN "{4 1662 1,77 l 1,821, 1,769 S8
i ! ‘ ; 1 ;
1 37 —~37]’ —~29 —64] —KIT =73 —40 —43 —5 -3 —18! =291 —~15 —~2 21 34 52 38 24 13 393 ‘h (44 45; 2‘ —45.  —68 Y
4,369] 9, 606; 9,817| 7,733] 6,192| 4,448; 4,588! 4,331) 6,944] 6,263 8,089%| 6,726| 6,498, 6,843 9,363;13, 38815, 28815, 65816, 230|18, 782. 20, 554\2-3 i8~20 147\21 ]4" 24 589,23, 303 21, 659 10
i 1. 167} 1, 17'&' 1,209 1,170 998 846 T60 T84 827 883 974 9961 1,0251 1,025 1,179] 1,388) 1,565 1,750 1,869 2, 010‘ 2, 444‘ 4, m,z 4, 794 11
1,107 1, 11‘5‘ 1, 1481 1,109 944 7499 718 741 781 835 925 045 b 976] 1,124] 1,322 1,484j 1,657] 1,772 ‘)0/i 2,332 : 4, dll‘ 4,649 12
60 62! 6Bl 61 54 47 42 43 46 48 44 A1, 501 49 Ab 66 1 i 93 97 103 112 14¢ »! 145 13
' ‘ | ! : i |
} w2080 8,4317 8,608 6,563) 5, 1941 3,602} 3,828 3,547 6,107 5,380] 7, 115] 5,730 5,473] 5,818| 8, 184{12,000{13, "5 13.908]14, 361116, 772} 18, 120120, 727 10 471117, 225,20, 266/18, 641116, 865| 14
| ; i | . ! !
Csosl awsi sl s e 403 sse s sam o wsel sel seel s sl ossl ats 4z s aod sl ewol et sl sol w0l eas esll 1
! 0! 0 0 0 O‘ 0 113 397 49& 242, 2R3 37T 661 627, 472 563 563 1?8/‘ 659 688 2770 2T 61 2.’49} 252 2421 188 i
! ; ) | | i : ! | ‘ : ! ‘ :
! 7, ()‘)8 7,916 8, 08%] 6, 044i 4, 727i 3, 199.’ 3,5901 3, 603i 6, ZGSi 5,266 7,029 5,741} 5, 761; 6,073' 8, 269‘:]2, 148 13, 86414, 152/ 14, 526116, 927, 17,777 26, 240 16, 117 16, G73:19, 648)17, 955'16, 102 17
i i : ! ‘ :
National Product by Major Components.
[1947-49 = 100]
1927 | 1928 ¢ 1929 i 1930 | 1931 | 1932 | 1933 . 1934 | 1935 | 1936 | 1937 | 1938 | 1939 | 1940 | 1941 | 1942 | 1043 | 1944 | 1945 | 1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 { 1953 | Line
51,7 | 56.1 “ 55.4 1 47,5 38,2 | 46,1 { 58.6 | 70.4 ! 72,7 | 76.9 | 86.3 | 99.% 1117 {106.0 | 96.4 L
!
A3 541! A3 1 4601 37.2 1 45.6 | 58.7 | 70.9 | 71.8 | 76.0 | 86.4 | 10L. 9 110.8 1105.0 | 95.1 2
57.0 ¢ HR.8 1 50.3 | 539 40.8 1 50.5 | 63.3 | 76.9 | 78.6 [ 82.9 | 89.0 | 102.5 102.7 |102.0 § 98.6 3
,,,,, [ - S . . 4
62,8 L4 ] 64.6 1 64.6 97.2 5 5
57.6 | 62,2 ] 61.2 | 53.7 ! . 5 I 981 1110 [105.7 1100.7 6
61.3 ] 66.0 | 65.6 | 59.5 : 9.8 193,21 6211709 ‘ a1 } 76.0 | 83.4 ah. 6 111.0 1105. 6 1101, 4 7
48.9 1 52.3 | 50.4 | 40.1 : 42 0414 153 16681 T2 T T30 | 874 | 106.1 ;1053 | 88.6 | 95.7 1110.5 [106.4 | 96.6 S
49,7 1 53.9 ] 53.4 ; 45.3 35.0 { 4.5 | 3708 | 70.6 | T1.9 J T7.7 1 87.4 { 100.¢ 1105.6 1 9.7 | 81,4 {1121 [106.1 | 94.2 9
H |
49.7 1 53.9 1 53.4 | 45.3 . 35.0 | 44.5 | 57.8 | 70.6 | 71.9 V77,7 | 87.4 | 100,9 ‘H)i&, 6967 ! 91,4 112,71 {106, 1 | 94,2 in
Products in Constant Dollars
[Millions of 1947-49 dollars)
‘ \ : : ; ! ! : i | : T T T
1929 | 1930 1931 . 1932 ¢ 1933 {\ 1934 | 1935 ¢ 19036 l 1937 1938 11939 I 1940 | 1041 | 1942 k 1943 ‘ 1944 ¢ 1945 | 1946 ! 1947 } 194K ¢ 1049 TUR0 305 1‘?.12 ;1853 ' Line
S S [ ! ¢ | [ i b I
i i i i ! | I
24 6‘)0 23,394 25 738 24,843:24, 196i 20, 460»‘23, 626 21,504 25 662126, 44‘3|27 172'27,05\)“ 29,505 \’ 2, G{M\i] ‘3‘)7 31, 500131, 346132, 3 389[ 31, 439! 33 90“‘ 33,227"3 . 34 906‘35 587 1
i \
20, ]NO 20, éﬁ?() 19, 636,19, 6351 19, 567, r)0 456: 19, 611‘17, 62719, QOSIIQ 676,21, 634°22, 363122, 415!2 24, 271 0‘2(‘ 325! 27, OO“ 28, 364,24, 143/23, 4 115! 29,164 28 ’")/M 30, 781 {O 011 24, 394 30, 527 32 \]J 2
2 \14 2,857 3, 0131 3,123 3,252 3,060 2,037: 2,952 2,902¢ 3,070 3, l‘i'i‘ 3,037} Z 8561 2, 7981 2,782 2, WOl 2,075 2,8391 2, 600! 2, 496 ATl 2.2 ) 3
—384 1,818, 9I1: —759 —3.415 1,870: —2,138: 1,899 553 1730 699 2, 214 48, —788 -w()g ~176) —1,678] 1,474, — +
1, 2801 1, 269‘ 1,242 1,217 1. 204i 1,192 1, 185’ 1,185; 1,191 ],2()3 1, 213‘ ] 2‘74 1,2060 1,189 1,164, 1,296] 1, 311‘ 1, 353' 1393 b
G20 6187 5,952 5,881 5,703 5, 181] 5,286 6, 049| 5,954 6,443 T,297; ,azn_ 8,509 9,485: 9,745 9,779'10,486(10, 9530 11, 100 LUi 1o .\ 1212 62 12, 567 P
, i i s | ; ; ! ' ! I
1,440 4, 3421 4,0411 3, 9191 4,044 3, 8‘70| 3 840‘ 4, 42()1 4, 5261 4, 653] 5,323 6,047) 6,363 7, 402 T, 8120 7, ‘IM) %, 664 9, 031; 9, 37')‘ &, 317 ! 4, 282{ 9, Y6610, \2" 11 191,10, 675 n
| ; i i i i ; i ! t H ' ‘ |
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. i : | ! ! ; | !
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for labor on a relatively stable cropland acreage. During the
prosperous war yvears this process was rapid despite limita-
tions on production of farm machinery and equipment and it
was accelerated after the war was ended. Capital was
readily available either out of earnings or on favorable terms
from credit agencies and the price of farm equipment and
supplies rose less rapidly than either prices reccived by
farmers or farm wage rates. Furthermore, there were rapid
nprovements in the efficiency of farm equipment. These
influences hastened the mechanization of farm operations
and provided a favorable elimate for the adoption and wide-
spread dissemination of a series of technological advances.
A considerable number of small-scale farms on which output
per worker was low disappeared, many of them being con-
solidated into larger units,

Table 4.—Prices and Volume of Selected Items of Farm Costs
P10 - 100)

Irems of cost 1910 1929 1040 1950 1053
Feed purchased i
Price. oo e o ax . 136 106 210 207
Volume ' ... +1 68 100 162 165
Fertilizer and lime purchased i
fee. el ! 100 133 160 €l 160
Volame !t .o . ... A7 85 108 245 202
Livestock purchased : : :
Price. .ol ! a6 126 100 267 207
Volamwe ' . ... o B 81 100 135 130
107 124 100 144 157
| 70 100 223 256
Cost of hited labor / ! :
Wage rates.__ ... ‘ e 143 100 330 395
Numberemployed. ... .. . ... .. ... 126 127 100 = 72

' Implicit volume estimates derived from movement of prices and production expenses.
Source: U, 8, Department of Agriculture, Agricultural Marketing Service.

Something of the incentive for, as well as the seale of, the
shift in farm organization is suggested in the accompanying
table showing relative changes in prices and in volume of a
fow principal farm inputs. Among the most important incen-
tives for farm mechanization was the sustained rise in farm
wage rates. By 1953 farm wage rates were about 4 times as
high as in 1940, the rise reflecting a long period of full
employment during which better-paying jobs were available
off the farm. The number of hired farm workers declined
more than one-fourth during this period.

Both the initial cost of tractors and motor trucks and the
costs of operation rose less rapidly than wage rates from the
prewar period, The number of tractors on farms doubled
between 1940 and 1948 and trebled by 1953, MNotor trucks
expanded somewhat less rapidly. As mechanization pro-
ceeded, farm work animals declined to a relatively insig-
nificant role in commereial farm operation.

Among the list of improved practices lowering farm costs
and inercasing production, the incrcased use of fertilizer
illustrates the nature of the changes in farm organization.
As shown in table 4, fertilizer prices rose about 60 percent
hetween 1940 and 1953 whereas fertilizer consumption rose
three-fold during this period. A considerable part of the
explanation of the rise in fertilizer use is that it became
sufficiently cheap in relation to prices of products raised by
farmers to make increased application profitable on a wide
range of erops and in areas where it had previously been little
used.  Sinee feed prices rose much more than fertilizer,
there has been a tendency in recent vears for dairy farmers
who used large amounts of feed to purchase less feed and more
fertilizer to grow a larger portion of feed required. Thus,
the rise in feed purchased by dairy farmers has been moderate
in recent years in view of the rise in milk production und the
favorable milk-feed price ratio during most of the postwar
period.
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The use of fertilizer was also encouraged by improved
arieties, better cultivation, and wider use of soil improve-
ment practices. Hybrid corn gives more response to ferti-
lizer application than the older open-pollenated varieties, and
because of the higher drain of soil nutrients associated with
greater yields, increased fertilizer application is required to
maintain fertility. Better control of insects, diseases, and
weeds, an< in some instances supplemental irrigation tend to
make fertilizer more effective and more profitable.

Thus, there is a clear tendency for one improved practice or
cost-cutting technique to beget another in a manner that is
comparable to—though less highly developed than-—the
svstematie  introduction of cost-cutting techniques into
mass-prodnction industries.

The rise in productivity of agriculture has kept pace with
demands of an expanding population with recurrent periods
of swrplus accumulation. In the postwar years. some
accumulation developed in 194849 and a larger rise has
occurred in the past 2 years. Though the direct relationship
is between total supply of farm products and demand, the
rise In productivity is closelv related. The link between the
two is that a rapid rise in productivity suggests the need for
2 concomitant though not necessarily equivalent reduction in
resources in agriculture in keevping with the more moderate
rise i demand for farm products.  The reduction in labor
emploved in agriculture has been substantial, as discussed
earlier, but the acreage of farm land used has varied within a
narrow range of 5 percent between the lowest and the
highest a