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The year 1949 marked a moderate down
ward adjustment in economic activity before 
a new advance was started early in 1950 and 
was stepped up by global events.

Last year's downturn particularly affected 
agriculture; the Eighth District with its heavy 
dependence on farm income suffered more 
than the nation. Within the district, rates of 
change were markedly divergent. The poor 
showing of some district crops was balanced 
in part by maintenance of income from 
manufacturing and increases from other in
dustries.

In most district areas, agriculture provides 
a large share of total income, while but few 
areas derive their main income from manu
facturing payrolls.

Only three district areas were at par with 
the nation in per capita income. But while 
the Eighth District still is low ranking in 
terms of per capita income, there has been an 
appreciable narrowing of relative differences.

Industrialization and better farming have 
raised district per capita income from 65 
per cent of the national average in 1939 to 
73 per cent in 1949• Further strides in the 
fuller utilization of district resources will 
help this region to play a more vital role in 
the national effort to meet aggression in the 
world.
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The year 1949 marked a moderate downward 
adjustment in economic activity • . .
Income payments to individuals in the United 

States declined 2 per cent from 1948 to 1949. In
1948, about $202 billion was received by individuals; 
this amount fell off to $198 billion in 1949. On a 
per capita basis, income dropped from $1,387 in
1948 to $1,330 in 1949. About half of the decline 
in dollar amount of income was offset by lower 
prices so that the decrease in purchasing power—in 
“real” income—amounted to just about 1 per cent.

The 1949 business recession was watched with 
great apprehension, but in retrospect it is evident 
that moderateness was its outstanding feature. Over 
the course of the downward adjustment, confined 
largely to the first half of the year, the gross 
national product dropped by an annual rate of $12 
billion, or 4 per cent; but for the year as a whole 
the market value of the goods and services pro
duced in the economy was only $3.5 billion below 
the record annual total for 1948.

T H E  Y E A R  1949 M A R K E D  A  M O D E R A T E  D O W N W A R D  
A D J U S T M E N T  . . .

Total Income______
(Millions of Dollars)
1949 1948

United States.................. $197,524 $202,385
Eighth District................ 10,012 10,673

Arkansas..................  1,443 1,593
Illinois.......................  1,381 1,559
Indiana...................... 659 670
Kentucky.................  1,508 1,519
Mississippi............... 571 719
Missouri...................  3,611 3,751
Tennessee................  839 862

• . . before a new advance was 
started early in 1950 . . .

During the initial quarter of 1950, following a 
period of stability after the business downturn, 
factors making for recovery came to the fore. Chief 
among these was the restoration of business buying 
—and with it, of production. This development was 
reflected primarily in a shift from substantial liqui
dation of business inventories, to moderate accumu
lation. At the same time, the 1949 downtrend in 
fixed business investment was arrested, and the 
home-building boom progressed. Consumer demand, 
which had continued high throughout 1949, was 
bolstered by the veterans’ insurance dividends.

During the second quarter, the expansion of 
earned income generated by the sharp recovery of 
business investment reinforced the spending stream. 
Private domestic demand continued to rise, and 
the economy forged ahead on a broad front. Indus
trial production and employment increased rapidly, 
and the volume of new business placed with manu
facturers continued strong. Unfilled orders rose 
despite the steady advance of manufacturers’ sales. 
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. . . and was stepped up by global events.
The tempo of economic activity was stepped up 

further by our action to put down aggression in 
Korea. Since the outbreak of Korean hostilities, 
concern about future possible downward adjust
ments has been replaced by growing fear of infla
tion, reflecting the expectation that substantial ex
pansion in war goods production, together with 
increasing demand for civilian goods, will be super
imposed on an economy operating at practically full 
capacity.

Discussion of developments in 1949 in the district, 
thus, should be viewed against the background of 
new factors emerging in 1950. Little concern exists 
at the present time about employment opportunities 
for district resources. The 1949 data should serve, 
however, as a benchmark for better understanding 
of possible adjustments facing the district economy 
in the longer run future.

Last year’s downturn particularly affected
agriculture;

The drop in economic activity in 1949 struck 
rather hard at certain segments of the economy, 
notably agriculture. Actually, the decline of $4.5 
billion (more than one-fifth) in income accruing 
to agriculture was equivalent to the net decrease 
in total income payments. The drop resulted 
mainly from sharply lower farm prices, which were 
affected adversely by accumulating supplies and 
by some lessening of foreign demand. While total 
physical volume of farm production for the country 
as a whole was smaller than in 1948, it still was 
of near-record proportions.
the Eighth District with its heavy dependence

on farm income . . .

Income from agriculture in 1949 was twice as 
important to the district as to the nation as a whole. 
Only 8 per cent of the nation’s income originated 
in agriculture as contrasted with 16 per cent for 
the Eighth District. The traditional wide swings 
in farm income go far toward explaining some of 
the more pronounced ups and downs in income in 
the district as a whole and in various of- its areas. 
In the war and postwar years a number of district 
areas showed very sharp income gains which re
flected in large part big crops and high farm prices. 
In 1949, many of these same areas suffered sub
stantial income declines due to short crops and 
lower prices.
. . . suffered more than the nation•

District income in 1949 was 6 per cent less than 
in 1948 in contrast to a drop of 2 per cent for the

Per Capita Income 
(Dollars)

1949 1948
$1,330 $1,387

973 1,035
778 863

1,048 1,123
954 954
996 1,008
575 707

1,224 1,288
862 915

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

October 1950



nation as a whole. Pointing up the influence of 
farm income in the district, in 1948 income from 
agriculture accounted for 22 per cent of total district 
income; in 1949, as noted, only 16 per cent of the 
district total came from this source. For the coun
try as a whole the drop (as a part of the total) was 
from 10 per cent to 8 per cent. It is evident that 
the district is not only more vulnerable to farm 
income declines than the nation is, but that the
1949 break in farm income was even more severe 
in the district than in the country as a whole. And 
in turn this reflects two factors: generally poor 
(relative to national production in 1949 or district 
output in 1948) crops in 1949 and greater depend
ence upon crops which were subject to price declines 
of more-than-average severity.
Within the district9 rates of change 

were markedly divergent.
The general decline in 1949 district income was 

the net composite of many factors affecting produc
tion and prices of different crops and livestock 
products, in part balanced by more favorable show
ing of other district industries. Thus, the regional 
impact of sharp declines in the value of corn and 
oats production, as well as the short cotton crop 
in the Delta, accounted for heavy income losses in 
Arkansas and Mississippi. The relative importance 
of other industries softened this income loss in the 
remaining portions of the district.
The poor showing of some district crops . . .

As noted, the district suffered not only from its 
general dependence on farm production, but also 
from the fact that the crops most affected by na
tional price breaks are of special importance here. 
And with district farm output off, particularly in 
cotton, the price decline effect on income was accent
uated by smaller physical volume. Thus, the na
tional downturn of 23 per cent in farm income was 
exceeded in all district states except Kentucky, 
with the largest decrease being 42 per cent in Mis
sissippi.
. . . was balanced in part by maintenance of 

income from manufacturing . . .
The district had a below-national-average record 

in farm income, but it did better than the nation 
in maintaining manufacturing payrolls. For the 
country as a whole, income from manufacturing 
declined by 7 per cent from 1948 to 1949, while the 
district decline was limited to 3 per cent, with pay
rolls actually increasing in Indiana and Tennessee. 
The district thus showed a greater resistance to 
the downward adjustments in manufacturing caused 
in general by more cautious inventory policies.

Within the district, rates of change were 
markedly divergent.

The p o o r  showing of d is tr ic t crops .

PER CENT CHANGE IN A GRICULTURAL INCOME, 1 9 4 8 * 1 9 4 9  
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was balanced by maintenance of income 
from manufacturing .....

PE RC ENT CHANGE IN MANUFACTURING INCOME, 1 9 4 8 * 1 9 4 9
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and increases in income from 
other industries.

P E R C E N T  CHANGE IN  OTHER IN C O M E , 1 9 4 8 * 1 9 4 9
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. . . and increases from other industries„

While income from agriculture declined sharply 
in most areas, and manufacturing took a minor dip, 
activity was maintained or even increased in other 
sectors of the economy. This was a broad reflection 
of the combined strength of consumer purchases 
and of business investment demand—other than 
for inventories. It benefited construction, public

Page 143

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

October 1950



Only Three District Areas At Par 
With Average For Nation------

MISSOURI ILLINOIS
1 Trenton 13 Bolivor 25 Quincy 37 Cairo
2 Kirksville 14 Lebanon 26 Jacksonville 38 Metropolis
3 Hannibal 15 Roll a 27 Carlinvitle INDIANA
4 Chillicothe 16 Salem 28 Litchfield
5 Moberly 17 Flat River 2 9 E. St. Louis 39 Vincennes
6 Mexico 18 Cape Girardeau 3 0 Centralia 4 0 Bedford
7 Marshall 19 Springfield 31 Effingham 41 Madison
8 Columbia 20 Monett 3 2 Olney 42 Evansville
9 St. Louis 21 West Plains 33 Lawrenceville 43 Jasper

to Sedalia 22 Thayer 34 Chester 44 Tell City
1 I Jefferson City 23 Poplar B luff 35 W. Frankfort 45 New Albany
12 Washington 24 Caruthersville 36 Harrisburg
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utilities, and many service industries. Further, the 
total income paid out to individuals by Federal state 
and local governments increased 10 per cent in 1949 
over 1948. Larger payrolls and transfer payments 
were elements in the strong influence of government 
on the economy in 1949.
In most district areas, agriculture provides

a large share o f total income . . .
Heavy dependence on agriculture within Eighth 

District is illustrated by the map. For the nation 
as a whole agricultural income represented just 8 
per cent of total income in 1949. The few district 
areas where agriculture accounted for less than 
this national average are shown in white. These 
include the metropolitan areas (St. Louis, Memphis, 
Louisville, Evansville, and Little Rock). Also in
cluded are two other areas in Arkansas—Hot 
Springs with its large tourist income and El Dorado 
where oil refining operations are of major impor
tance—and one area in southern Illinois—West 
Frankfort, where mining predominates.

All remaining (shaded) areas of the district show 
a larger-than-national average dependence on farm 
income. The black areas on the map indicate the 
regions where income from farming accounted for 
more than 32 per cent of total income payments in 
1949. Several district areas depended on agriculture 
for more than half of their income: Shelbyville, 
Kentucky, where livestock and tobacco play large 
roles; Stuttgart, Arkansas, with its concentration 
on rice production; Caruthersville, Missouri, and 
Jonesboro, Arkansas, where cotton is predominant.

. . . while but few areas derive their main
income from manufacturing payrolls.

The opposite picture is presented by the map 
showing the relative dependence on manufacturing 
as an income source. In 1949 onl)r two areas (East 
St. Louis and Evansville) depended on manufactur
ing for more than 32 per cent of total income pay
ments. While manufacturing is important in other 
metropolitan areas, it accounted for a smaller share

In Most A reas ,  Agriculture  Provides A 
Large Share Of Total Income

While But Few Areas D e r iv e  Their  Main  
ncome F rom  Manufacturing Payrolls

TO 3 1 %

m  32% AND OVER 

PER CENT OF TOTAL INCOME

KENTUCKY MISSISSIPPI

4 6 Henderson 58 Hopkinsville 68 Russellville 8 0 McGehee 88 Clarksdale
4 7 Owensboro 5 9 Bowling Green 6 9 Batesville TENNESSEE

8 9 Oxford
4 8 Elizabethtown 6 0 Glasgow 7 0 Jonesboro 9 0 Corinth
49 Louisville 61 Lebanon 71 Mena 81 Dyersburg 9 1 Tupelo
5 0 Shelbyville 6 2 Monticello 72 Hot Springs 8 2 Paris 9 2 Greenwood
51 Frankfort

ARKANSAS 7 3 L ittle  Rock 8 3 Humboldt 9 3 Grenada
52 Bardstown 74 Pine Bluff 8 4 Memphis 9 4 West Point
53 Danville 63 Fayetteville 75 Stuttgart 85 Brownsville 95 Greenville
5 4 Paducah 6 4 Harrison 76 Helena 8 6 Jackson 96 Kosciusko
55 Mayfield 65 Mountain Home 77 Texarkana 8 7 Savannah 9 7 Columbus
56 Princeton 66 Paragould 7 8 El Dorado
57 Madisonville 67 Fort Smith 79 Crossett
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of the total because other income sources—notably 
trade and service lines— were of even greater rela
tive importance. Thus the St. Louis and Louisville 
areas, which are major manufacturing centers, 
showed less dependence on manufacturing as an 
income source because of the large role played by 
trade and service income. Manufacturing was even 
less important relatively in Memphis, which points 
up the fact that this city is a major trade metropolis 
in the South. Only 19 per cent of total income in 
Memphis in 1949 was derived from manufacturing, 
while 42 per cent originated in trade and service 
activities. Similarly, the trade centers of Little 
Rock and Springfield showed a relatively small 
proportion of income originating in manufacturing 
and a large proportion from trade and service.

Only three district areas ivere at par ivith
the nation in per capita income.
In terms of per capita income, the Eighth District 

lags behind the nation. While the national average 
was $1,330 in 1949, the district average came to 
only $973. Only St. Louis ($1,674) and Louisville 
($1,531) surpassed the nation; Evansville ($1,292) 
approached it. Memphis ($1,130), usually ranking 
with the major metropolitan centers of the district 
in terms of per capita income, was hurt in 1949 by 
the setback in farm income in the surrounding 
Delta areas.

Ten areas (including Memphis) had per capita 
incomes in 1949 which ranged from 80 to 94 per 
cent of the national average. These included the 
metropolitan areas of East St. Louis ($1,256) and 
Little Rock ($1,219), the rich Bluegrass country 
around Frankfort ($1,204), the area of Elizabeth
town ($1,064) around Fort Knox, and some of the 
rich agricultural bottom lands along the Mississippi 
and Missouri Rivers, where livestock production 
predominates.

In the next class of areas, ranking from 65 to
79 per cent of the national average we find smaller 
urban centers, like El Dorado and Fort Smith, 
Arkansas, Springfield and Cape Girardeau, Missouri, 
as well as most of the rural areas in the northern 
part of the district.

But while the Eighth District still is low
ranking in terms o f per capita income . . .

The map’s white areas show the wide stretches 
of the district where per capita income in 1949 was 
less than half of the national average. Many Ozark 
sections and the Kentucky hill areas fell in this 
category. Reflecting in large part the poor 1949 
cotton crop, all of Mississippi and almost all of 
Tennessee also were in this low income group. Two
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areas, one in Kentucky (Monticello) and one in 
Tennessee (Savannah), had per capita incomes less 
than one-third of the national average.

. • . there has been an appreciable narrowing
of relative differences.
Although most district areas thus continued to 

be low ranking in terms of per capita income, it 
should be emphasized that there has been an appre
ciable narrowing of the relative differences between 
this region and the rest of the nation. In a growing 
national economy all areas tend to advance, and 
the relative standing of an area must be viewed 
against the background of rapid absolute growth 
in the nation as a whole. Income in the national 
economy almost tripled over the last decade, so that 
even the greater relative advance in district income 
payments was not enough to change appreciably 
the ranking of the district. It grew as an integral 
part of the national economy, and its very growth 
in turn stimulated economic activities in other 
regions. The important point is not that the district 
continues to hold its low ranking; rather it is that 
income in this region has grown faster than in the 
nation. It is this faster rate of growth, evidenced 
by the narrowing of income differentials between 
it and the rest of the nation, that augurs well for 
the future.

Industrialization and better farming have
raised district per capita income.
While district per capita income was only 65 per 

cent of the national average in 1939, it had increased 
to 73 per cent by 1949. This increase was shared 
by most parts of the district. The major exception 
was southern Illinois, where the decline in coal 
mining activity led to a smaller income gain (rela
tive income loss) than in the nation as a whole. 
While per capita income in southern Illinois 
amounted to 83 per cent of the national average in
1939, it had dropped to 79 per cent by 1949.

All other district portions of states showed 
greater-than-national average gains. The most pro
nounced growth was evidenced by Arkansas and 
Kentucky; both increased the ratios of their per 
capita incomes to the national average by 13 points. 
Other sizeable advances were registered by Ten
nessee (9 points) and Mississippi (8 points). Both 
of these would show up even more favorably but 
for the poor cotton crop of 1949.

Further strides in the fuller utilization
of district resources . . .
As has been pointed out in other articles in this 

Review, the basic resources of the district could be
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made to yield a much higher income to its people 
if combined with more capital and technical skill. 
The low income of many areas reflects the concen
tration of the labor force in pursuits of relatively 
low productivity and people do not have adequate 
opportunities to move into more promising work. 
The residents of these areas share the limited in
come now produced. If they could be drawn into 
new industrial activities, more productive farming 
on the part of those who remained on the land, as 
well as more productive utilization of labor skills 
on the part of those who entered the new industries, 
would be possible. Per capita income for all would 
be raised by the new resource allocation.

The improvements in district income over the last 
decade tell the story of new industries and better 
farming. Manufacturing payrolls in 1949 accounted 
for 17 per cent of total district income as against 
15 per cent ten years earlier. While this was still 
considerably below the national average of 22 per 
cent, it indicates that many areas found ways to 
utilize their resources more efficiently. And it is 
noteworthy that the manufacturing areas of the 
district improved ratios of their per capita income 
to the national average from 81 to 88 per cent in 
the last decade.

In agriculture, a smaller labor force applied more 
productive methods of farming, accelerating the 
trend toward mechanization and diversification. 
Reliance on a single cash crop decreased and income 
from livestock production increased over the last 
decade. During that period the rural areas of the 
district improved their relative income status from 
48 to 54 per cent of the national average.

. • . ivill help this region to play a more vital role 
in the national effort to meet aggression in the 
world.
Events of the last two months have emphasized 

the increased needs of the free world if there is to 
be a successful common effort to combat aggression 
and work for long run peace. The farms and fac
tories of this country will be called on to play a 
major role in meeting these needs. The resources 
of this district constitute an important portion of 
the nation’s strength. Wisely used they can con
tribute increasingly to the common effort.

Werner Hochwald 
La Verne Kunz
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