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PREFATORY NOTE

The "“Distribution of Income by States in 1918” is & by-product of
the volumes on *Income in the United Statea™ which have already been
published by the Bureau. It is one of a series of studies which the Burean

- is undertaking in connection with its msin topics of research and which

may later be collected in a formal volume. If is isaued at this time in order
to meet the special needs of many investigators concerned with the compar-
ative capacity of the various states to bear increased taxes, to buy goods
of various sorts, to absorh securities, ete. It also indicatea the relative
importance of agriculbure in the different sections of the country.

The present study undertakes to distribute the aggregate income of the
American people among the Btates on the basia of such official data and
other indioes as are available. This digteibution js based on data for 1019,
and no single year in “typical.” The small incomea received by farmers in
Montann after the had weather of 1919 certainly do not reprosent average
conditions and prebably less striking anomalies exist among the figures for
other Btates. Howevar, the distribution must rest upon the State data
gathered by the Census and thoee data are to he had only for 1919,

The reader who is Iooking for results, and iz not interested in the method,
will find these results presented in tabular form on pages 25 to 30.

Like all publications of the Nationa! Bureau of Economic Research, this
paper has been gubmitted for criticiem to the Buresu's direetors and ap-
proved by them. Hearty thanks are due to memhers of the Board for
their help in improving what remaing at hest a rough set of approximations,

The Directors of the Buresu are as followsa;

Directors-at-large:
T. 8. Adams, Adviser to the T. 8. Treasury Department.
John R. Commom Profeasor of Politieal y, University of Wisconsin.
John P, Fray, Editor of the International Molders" Journal,
Edwin F, Gay, President of the New York Evening Post
Harry W. ler, Seoretary of the Leagus for Industrisl Demanracy.
Elwood Mesd, Professor of Rural Institutions Umvemi%}'ul' California,

W G Mrt.ehd.] Professor of Eeomomica, miversity.
Member of the firm of P'nm ‘Waterhouse & Company.

N I St.cl-n Menager, Hickey-Freeman Cunﬁnn,y
A]lyn.& Yegmng, Frofessor of Esonomics, Harvard University.

intment, nominated by tiona:
ba:,:ppc h, Organia

Federation of
Dmﬂd Ammm Eoonomic Amoriation.
W. R. Ingalls, Ameriem Enginsering il.
J. M. National Pemonnel Assooistion.
'W. H. Nichols, Jr., The National Industrisl Uonfermw Board.
rge The American B
Maleolm C. Rorty, The American Statist

A W. Ehaw,Thaf'sriodiuulPubliuhers’ Assosiation.
Gray Bilver, The American Federation of Farm Bureans,






THE DISTRIBUTION .OF INCOME
BY STATES".
in 1919 e

L INTRODUCTION

In a previous publisation of this Burea, the income of the United Statée <" <% )

in 1919 was estimated at 66.7 billion dollars,! This estimate was based on
the incomes received by gainfully emploved persons, and was divided into
the following categories—

INCOME OF THE UNITED STATES, 1519

Billion
dollara
Inome of persona receiving aver $2,000 vear (excluding farmers and farm
Iebomers).. ..ovevrieriinan i PEI ..... ( ........................ $18.80
hmeof}parmnamwmgunderﬂmperyw (mdudmgfn.nnﬂ\smdfarm
.......................................................... 32 .66
Inoome of Farm Laborerm. . . .. .oovvrviinin i ciiiii i iianiiananaans 230
Tnoome of Farmmem: (. oo i iy e i i e e e s 10_85
Corporate Burplus. .. .ooov it e e e 2.00
bRl e R R e R R §66.70 ¥

Many of the ifeme on which these sgtimates for the country rest are
available also by States. The Bureau of the Census has published in ita
advance bulletins the number of gainfully employed persons on fanuary 1,
1920 and most of the details coneerning farmers. The Bureau of Internal
Revenue hag published by Statea the amount of ineome reported under the
income-tax law. Where direct data of this kind are lacking, it i possible
to construct index numbers which can be ured to distribute parta of the
total National Ineome among the 48 States. Such State estimates, of,
course, cannot have the same accuracy as the larger estimate of the Na~
tional In'come, if for no other reason than that a small error i more impor-
tant in a emall total than it is in a large one.

For many purposes, it iz quite as important 1¢ know the proportions of
income received by States ag it is to know the total for the country. Cer-

! Frcome in the Uniled States, Volume II, chap. 26, Harecurt, Brace & Com

1The amount distributed in the tabl

1o below ia 882 billion ‘the
Mdmmmdnumﬁm&mmwwmmum
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2 THE DISTRIBUTION OF INCOME BY BTATES

tain details of this State distribution are particularly interesting: for exam-
ple, the variations of per-capita income, the varying proportions of farm-
ers’ income to the total income, and the distribution of farmers’ income.

II THE METHOD

A. The IneomenﬂPqﬁnanvmgO‘vﬂ'ﬂﬂﬂﬂwa (Excluding
Farmers)

ﬂamﬂmnsrmvmwwszmoww(adudmgﬁmm]
hig beeh treated in the following mamner: The smount shown for each

. .ﬂixte in the official Slatislics of Income, 1919, haa been listed. This amount
v fequires adjustment for the present purpose in three ways: firet, it includes

& part, but only a-part, of the incomes in the ranges between $1,000 and
$2,000; second, it includes income dus to agriculture; and third, it does not
include income which ghould kave been, but was not, reported. In order
to make these adjustments, (1) the amounts reported in the income-range
$1,000-%2,000 have heen pubtracted fromn the total of each state; (2) the
smount reported as due to agriculture, 31,211 million, has been apportioned
according to the percentage of farmers’ incomes in each state and the ratio
which the average farmers’ incomea of each state are to the average farm-
ers’ incomes of the whole country; and 3) the regulting income in each
state as left by these two adjustments has been raised to bring the sum for
all the Btates to the estimated nationsal total of §17,600 million. (See In-
eome in the Uniled Sletes, volume II, Chapter 22.) The last adjustment
appears to be the leaat satisfactory; it involves the tacit assumption that
the eveaion of income taxes by failure to report and under-reporting is
uniform in all states—an assumption which may or may not be valid.*

Next the non-taxable ineome must ba apportioned. The income from
homes owned by the individuals occupying them, amounting to 700 million
dollers, has been dietributed among the States aceording to the percentage
of the total income-tax payers resident in each State. The remaining tax-
exempt incoms, mostly interest on exempted bonde, amounted to 710
million dollers in 1919. This sum has been apportioned according to the
total income of persone having $25,000 or more per year in the several
Btates. The reason for this iz that the exemptl income appears to be highly
concentrated in the higher range of incomes.

14T ym enclosing of the publicaticn of the asction on the Distribution of
Inoumsbyﬂ-mm Im plmmysel!unre however, as believing that the
facts are Dot in the premumption that Lsmoqsu.lnmonnmffaﬂuu

hmpmma_mmw;ihwmnm In my opinion there is evidence in the
tistion themsel
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