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The Eighth District and Its Income
Part One

Income payments to the Eighth Federal Reserve 
District’s people in 1948 hit a new high, totaling 
almost $11 billion, or more than triple the amount 
received in 1939. Measured against 1939, the gain 
in the district was more impressive than that for 
the nation as a whole, and in terms of per capita 
income— income per person—the relative increase 
for the district was even more striking.

For the United States, 1948 income payments also 
established a new record—$206 billion or 192 per 
cent more than in 1939. Relative to prewar, the 
Northwest and Far West regions showed the big
gest increase, followed closely by the Southeast and 
Southwest. The Central states ran but slightly 
above the national average and the Middle East 
and New England ran substantially behind it.

The better-than-average gain shown by the dis
trict is the bright side of the income picture. It 
represents a notable achievement—one in which 
Eighth District residents can take real pride. But 
there is another side that is not so bright. Despite 
the sharp gains of the past ten years, the Eighth 
District in 1948 received but a little more than 5 
per cent of the nation’s income payments although 
it had more than 7 per cent of the nation’s people. 
Dividing the total income of this region by its 
population yields a per capita income of just $1,050, 
only three-fourths as large as the national average, 
and less than 60 per cent of the average for the 
Second (New York) Federal Reserve District. The 
Eighth District still has a long way to go.

Significantly, the sharper increase (district rela
tive to nation) in per capita income than in total 
income highlights a major  fact—net population 
growth in this district was much smaller than in

the nation. The larger total income increase here 
was shared by a population which increased, net, 
less than nationally. The district would be on 
stronger ground had it been able to keep its people 
and still increase per capita income as much as 
it did.

Furthermore, contrasting 1948 with 1939 probably 
overstates somewhat the solid long-term relative 
gain scored by the district. Farm production was at 
record levels in this area and farm prices were very 
high in 1948. District farm production is off sub
stantially in 1949 and prices are lower. In other 
words, income factors in 1948 combined to yield an 
exceptionally favorable total. The true long-term 
income trend line for the district with its present in
come structure probably is somewhere below the 
line shown by the 1948-1939 comparison.

Many articles in this Review have stressed the 
fact that the Eighth Federal Reserve District is an

Editor’s Notes— Income is a fundamental index of a 
region’s prosperity. Just as it is possible to use income 
figures for an individual business to assess its general 
economic well-being and also to analyze how its different 
departments and products are contributing to that over-all 
success, so it is possible to use regional income data for an 
analysis of a whole region. In terms of economic develop
ment, the region is but the aggregate of many individual 
households, farms, and business firms. Such an analysis, of 
course, presupposes some knowledge not only of total in
come payments but also of the region’s income structure, 
its sources of income, and the flow of income through the 
various economic sectors of the region.

This article continues the series of reports on a new re
search project of the Federal Reserve Bank of St. Louis. 
The project seeks to de ve l op  data whi ch  will serve as 
small-area equivalents of the official national and state in
come estimates. The project is under the specific direction 
of Professor Werner Hochwald of Washington University. 
The first report in this series was published in the March, 
1949 Review and presented an analysis of Arkansas and
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economically underdeveloped area with relatively 
low income and living standards. These articles have 
pointed out the efforts now being devoted to raise 
income in various sections of the district. Wiser 
and fuller use of our own resources, particularly 
the people and the land, have led and will lead to 
further income gains. Continued effort to achieve 
a better balanced and more productive agriculture, 
fuller use of the forests, and further industrialization 
are among the programs that will make for higher 
income.

T O T A L  AND PER C APITA  IN COM E

Per capita income in the Eighth District as a 
whole in 1948 was 74 per cent of the national 
average. As Table I shows, no state or state portion 
in the Eighth District had a per person income in 
1948 that equaled the national average. The closest 
approximation was in Missouri where per capita 
income was 92 per cent of the average for the 
United States. Eighth District Mississippi in 1948 
had a per capita income just half as large as that 
for the country as a whole.

A  striking fact brought out by Table I is that 
average income in Eighth District Illinois and 
Indiana ran well below the national average al
though each of these states taken in its entirety was 
above the national average. While this has been 
known generally for some time, the extent of the 
difference is particularly noteworthy.

The difference between per capita income here 
and in the nation as a whole gives some measure of 
the gap that must be closed to bring district income 
and living standards up to the levels of other 
regions. That gap varies in magnitude among the 
district states and varies even more widely among 
the 97 smaller areas in the district for which income 
estimates are presented in Part Two of this article.

Another important point highlighted by Table I 
is that every district state or part state showed

Missouri income for 1947. This article presents small-area 
income estimates for the Eighth District as a whole and 
thus makes available the first careful estimate of district 
income regardless of state lines. The Eighth pistrict con
tains one full state (Arkansas) and parts of six other states. 
Data on a complete state basis conceal both the wide 
differences of income within each state and the serious 
income lag found in many district sections of the more 
prosperous states. Reference in this article to any state is 
to the district portion of that state only, unless specifically 
noted otherwise.

Part One of the article which appears in this Review 
issue presents income estimates and an analysis of income 
for the district as a whole. It shows trends in total and per 
capita income for the Eighth District, recent shifts in the 
district income structure, and also some preliminary esti
mates of district income flows.

Part Two of the article which will appear in the following 
issue of the Review gives income estimates for 97 district 
income areas,' reflecting a myriad of factors making for wide 
differences in the income structure and income trends within 
the district. This detailed information on small-area income
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C H A R T  I

PE R  C A P IT A  INCOM E, 1948 
1939 = 100

Per Cent Per Cent

a larger percentage gain in per capita income than 
did the nation as a whole between 1939 and 1948. 
In other words, the upward trend in income per 
person in all sections of the district has been 
stronger than that for the United States. Corollary 
to this, per capita income in the district in 1939 
was an even smaller percentage of the national 
average than it was in 1948—about 65 per cent 
instead of the current 74 per cent.

The largest percentage gain in per capita income 
was made in Mississippi, reflecting in part the low 
starting level there. In 1939, Mississippi per capita 
income was only 35 per cent of the national average 
while by 1948 it had come up to 50 per cent. 
Arkansas per capita income grew from 46 per cent 
of the national average in 1939 to 61 per cent in 
1948. Other impressive gains were shown by Ten
nessee and Kentucky. Missouri improved its rel-

should contribute to a better understanding of the causes 
behind relative differences in income growth. It also should 
emphasize the need for individual and local community 
action where income needs to be increased.

The estimates are based on, and tie in with, the official 
U. S. Department of Commerce series of state income pay
ments. Data from the U. S. Department of Commerce, from 
a great number of cooperating state agencies, and from the 
seven district state universities have been used to derive the 
estimates. In time it is hoped to refine the estimates further 
and to develop additional data on income flows through the 
Eighth Federal Reserve District.

For a further interpretation of the data and their use
fulness, reference is made to the article in the March, 1949 
Review. It should be emphasized that the 1948 estimates 
presented here are preliminary and are subject to revision as 
additional data on the Eighth District economy become 
available. Their sources and reliability are explained in de
tailed technical notes which also contain additional tables 
on Eighth District income and expenditures by local areas 
for the years 1939 and 1948. These technical notes are 
available upon request.
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ative position from 86 per cent of the national 
average in 1939 to 92 per cent in 1948. The smallest 
gains were made by the southern portions of Illinois 
and Indiana, both only slightly exceeding the aver
age rate of growth shown for the country as a 
whole.

These figures point up great absolute and relative 
improvement, but they also emphasize the distance 
still to go in order to reach a more satisfactory 
income position for the people of this district.

The income estimates presented here are in terms 
of 1948 dollars. They reflect the inflationary move
ments in the general level of prices over the last 
decade, as well as changes in “ real” income. Yet, 
even after adjusting for this price inflation, the 
gain since 1939 in per capita “ real” income in the 
district remains impressive, amounting to 74 per 
cent as compared with 53 per cent for the nation. 
In terms of “ constant” 1939 dollars, per capita 
“ real” income more than doubled in Mississippi and 
Arkansas, reflecting the great relative gains of the 
Mid-South in recent years.

Per capita income, by definition, is total income 
of a region divided by its population. Population 
increase in the Eighth Federal Reserve District 
did not parallel the national growth over the last 
decade. The population of the district registered a 
net increase of only 2 per cent as contrasted to an 
increase of 12 per cent for the United States. This 
development points up a significant fact. Gains in 
per capita income result from two distinct factors 
—changes in total income and changes in popula
tion. Total income in the Eighth District increased 
only slightly faster than the national rate over the 
last decade, 206 per cent as contrasted with 192 per 

'"cent. It is the difference in relative population 
growth which largely explains the relative district 
gains in per capita income. In 1939, almost 8 per 
cent of all Americans lived within the Eighth Fed
eral District. By 1948 this figure had decreased to 
7.1 per cent. Net population growth in the district 
has been distinctly less than that for the nation, 
largely because the people of this district leave 
their homes in search of greater opportunities in

other regions whenever those opportunities present 
themselves. Unfortunately, opportunities elsewhere 
generally have been better than here. It was this 
net out-migration, accelerated during the war years, 
which permitted the people remaining in the district 
to receive a larger share of the total district product 
and thus to increase their per capita income.

This heavy out-migration offers a continuous 
challenge to community leadership for the provision 
of new economic opportunities within the region, 
obviating the need of its people to look for a better 
life elsewhere. Out-migration usually takes from a 
region its most vigorous and ambitious people, 
those which a region can ill afford to lose. The 
better utilization of this region’s greatest resource, 
its people, their ambitions and their skills, thus 
would retain that resource and lead to greater 
promise for future economic growth.

Again, differences in population movements 
should be noted among the different parts of the 
district. In Indiana and Tennessee, net population 
growth approached the national average. In Ken
tucky, southern Illinois, and Missouri, population 
increased but little over the last decade. Fewer 
people live in Arkansas and Mississippi now than 
ten years ago.

In spite of Mississippi’s population loss, this state 
has led in total as well as per capita income growth;
1948 total income was 260 per cent ahead of 1939. 
It was closely followed by Arkansas with a 250 per 
cent gain in total income, and Tennessee with 246 
per cent. Kentucky and Indiana also were above 
the national average with 214 per cent and 198 
per cent rates of growth, respectively. Illinois and 
Missouri lagged behind the national average.

IN CO M E COM PON EN TS
Differences in total as well as per capita income 

growth find their explanation in the varying relative 
importance of the several income components* and

* Labor Incom e— wages and salaries.
Entrepreneurial Incom e— proprietor’ s income, representing the net in

come of unincorporated businesses (including farm s).
Property Incom e— dividends, interest, net rents and royalties.
Other Incom e— veterans’ pensions, workmen’s compensation, social in

surance benefits, relief payments, and similar governmental transfers.

T A B L E  I
T O T A L  A N D  P E R  C A P IT A  IN C O M E  P A Y M E N T S  1948

United
States

Total Incom e (M illions of Dollars) 206,011
Population (T housands).................  146,112
Per Capita Incom e (D olla rs)..........  1,410

Total Incom e.......................................... 100.00
Population ..............................................  100.00
Per Capita Incom e..............................  100

Total Incom e.......................................... 292
Population ................ .............................  112
Per Capita Incom e..............................  262

xviguiii
District Arkansas Illinois Indiana Kentucky Mississippi Missouri Tennessee

Amount
10,899 1,672 1,576 683 1,529 753 3,798 888
10,384 1,937 1,330 708 1,519 1,057 2,912 921

1,050 863 1,185 964 1,007 712 1,304 964
Per Cent o f United States

5.29 .81 .77 .33 .74 .37 1.84 .43
7.11 1.33 .91 .49 1.04 .72 1.99 .63

74 61 84 67 71 50 92 68
1939=100

306 350 270 298 314 360 287 346
102 99 102 111 104 96 102 108
298 351 265 267 302 375 280 320
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sources of income. Marked differences in the 
income structure of the Eighth District as compared 
with that of the nation are brought out by Table
II and Chart II. While for the country as a whole 
labor income in 1948 amounted to 64 per cent of 
all income payments, the less industrialized Eighth 
District relied on labor income for only 51 per cent 
of total income payments. On the other hand, 
entrepreneurial income was only 20 per cent of 
the total for the country as a whole, but accounted 
for 33 per cent of all district income.

Entrepreneurial income showed more-than-nation- 
wide gains in every state of the district from 1939 
to 1948. For the district, entrepreneurial income 
gained 308 per cent, contrasted with an increase 
of 280 per cent for the country as a whole. Leading 
were the district portions of Tennessee and Missis
sippi, reflecting the very favorable cotton crop and 
prices in 1948. In terms of the relative contribution 
of entrepreneurial income to total income, the 
unique position of Mississippi, where entrepre
neurial income accounted for almost 60 per cent 
of total income, should be noted. Arkansas also 
was far above the national average of 20 per cent. 
In fact, there was no single district state where 
the relative share of entrepreneurial income was 
as low as the national average.

The much greater importance of entrepreneurial 
income for the Eighth District is due to the 
prominence of agriculture and of small trade and 
service establishments. The farmer, as well as the 
owner of a small trade or service business, receives 
his income in the form of entrepreneurial net 
receipts rather than in the form of pay rolls, the 
dominant income component where large business 
units prevail.

The relative importance of entrepreneurial in
come for the Eighth District should receive special 
emphasis in any interpretation of recent district 
income gains. Entrepreneurial income usually fluc

C H A R T  n  

INCO M E  COM PO N EN TS,  1948

UNITED STATES 

LABOR

ENTREPRENEURIAL

8th D ISTR ICT  

PROPERTY 

OTHER

tuates more widely than other types of income in 
response to changes in general economic conditions. 
The heavy reliance on proprietors’ income which 
may produce large gains in times of a general up
swing may also prove perilous in the event of a 
downturn in business, despite the presence of sus
taining factors such as farm price support programs.

Many of the recent gains in district income 
reflected mainly the general improvement in entre
preneurial returns, especially in farm income, rather 
than fundamental shifts in the economic structure 
of the district. It is highly doubtful whether the 
rise in farm income characteristic of recent years 
will persist over a long period. Actually it is more 
probable that agricultural income in the future will 
adjust to a less favorable relationship with other 
income sources. For the long run, it would appear

T A B L E  I I  
IN C O M E  C O M P O N E N T S  1948

United
States

Labor Incom e.........................................  132,092
Entrepreneurial Incom e.....................  41,697
Property Incom e.............................. . 20,766
Other Incom e.........................................  11,456

Total Incom e................................  206,011

Labor Incom e.........................................  64
Entrepreneurial Incom e.....................  20
Property Incom e................................... 10
Other Incom e.........................................  6

Total Incom e................................  100

Labor Incom e.........................................  301
Entrepreneurial Incom e.....................  380
Property Incom e................................... 188
Other Incom e.........................................  241

Total Incom e................................  292
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Eighth
District

5,606.9
3,542.0

911.2
839.2

10,899.3

51
33

100

287
408
211
269

306

Arkansas Illinois Indiana Kentucky Mississippi Missouri

Amount (M illions o f Dollars)
726.0
689.0 
117.4 
139.7

780.6
458.2
146.1
190.9

1,672.1 1,575.8
Per Cent Distribution

44 50
41 29

7 9
8 12

384.6
192.7 

52.7 
53.0

683.0

56
28

850.5
451.9
140.9 
86.4

203.4
442.2

42.0
65.4

100

330 
397 
278
331

350

100
1939=100

246
397
205
242

270

100

292
420
233
180

298

1,529.7

55
30

9
6

100

314
389
215
258

314

753.0

27
59

5
9

100

276
443
250
348

360

2.170.0 
1,033.7

360.3
234.0

3.798.0

57
27
10

6

100

277
401
186
264

287

Tennessee

491.8
274.3

51.8
69.8

887.7

55
31

6

100

313
468
260
339

346
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that a region with more diversified sources of 
income will benefit from a greater variety of fac
tors and will secure more stable income gains than 
will a region whose income gains reflect relative 
price rises which may be only temporary.

In this connection, it also should be emphasized 
that labor income in the district has shown a rate 
of growth below the national average over the last 
decade. According to Table II, wages and salaries 
in the Eighth District increased from 1939 to 1948 
by 187 per cent, while for the country as a whole 
pay rolls rose 201 per cent. Here again, important 
differences should be noted between the various 
parts of the district. National gains in labor income 
were surpassed by Arkansas, Kentucky, and Ten
nessee. Pay roll growth lagged in the district 
portions of Indiana, Missouri, Mississippi, and 
especially in Illinois.

Property income in the Eighth District plays a 
minor role. For the nation, as well as for the dis
trict, property income lost in relative importance 
over the last decade. While in 1939 property in
come accounted for 16 per cent of total income 
payments in the nation, and for 12 per cent in the 
district, in 1948 the corresponding figures were 
only 10 per cent and 8 per cent.

“ Other” income payments formed an increased 
share of national and district income. The largest 
single item in this category now consists of vet
erans’ benefits. Governmental transfer payments 
are of relatively large importance where per capita 
income is low and therefore even relatively small 
individual benefits make for a sizable portion of total 
income receipts in the area. Thus, while “other” 
income accounted for only 6 per cent of total income 
on a nationwide basis in 1948, it formed 8 per cent

of district income and as much as 12 per cent of 
income payments in southern Illinois.

All gains in relation to 1939 must be considered 
in the light of the special factors affecting district 
income in the base year. Many of these gains indi
cate only the very low starting level and point up 
the long distance still to go in order to reach a 
more satisfactory income position. For example, the 
relative gains in entrepreneurial income, to a large 
extent, reflect the exceptionally low prices of farm 
products in 1939 as compared with the prices of 
most other commodities. These problems are 
brought out also in the study of individual sources 
of income for the Eighth District.

SOURCES OF INCOM E

The two most important sources of income in the 
Eighth District are agriculture and the trade and 
service industries. Table III and Chart III show 
some striking differences in the relative importance 
of these income sources in 1948 for the Eighth 
District as compared with the nation as a whole. 
While trade and service led in each case, farm 
income accounted for only 10 per cent of national 
income as compared with 22 per cent of district 
income.

As income from agriculture has been subject to 
wider cyclical fluctuations in both directions than 
income from any other major industrial source, 
the relative importance of agriculture in the income 
structure of the Eighth Federal Reserve District 
goes far in explaining the recent exceptional income 
gains of some district areas. While 1948 agricul
tural income for the nation as a whole quadrupled 
relative to 1939, in several parts of the Eighth Dis
trict 1948 income was almost five times that of 1939. 
Leading was Indiana, followed by Missouri, Ten-

T A B L E  I I I  

S O U R C E S  O F  IN C O M E  1948

Agriculture..............
Manufacturing........
Trade and Service..
Government.............
Unclassified............

Total Income..

Agriculture..............
Manufacturing........
Trade and Service..
Government............
Unclassified............

Total Income..

Agriculture..............
Manufacturing.......
Trade and Service..
Government.............
Unclassified............

Total Incom e-

United
States

20,398
47,685
61,318
27,688
48,922

206,011

10
23 
30 
13
24

100

401
350
309
254
231

292

Eighth
District

2,376.9
1.830.0
2.974.0 
1,598.6 
2,119.8

10,899.3

22
17
27IS
19

100

429
338
326
267
221

306

Arkansas Illinois Indiana

Amount (M illions of Dollars)
534.1 256.2 112.5 
162.4 295.4 160.6 
415.8 409.3 172.7 
244.7 285.0 97.5
315.1 329.9 139.7

1,672.1

32
10
25
14
19

100

387
422
375
293
294

350

1,575.8 683.0

Per Cent Distribution
16 16 
19 24
26 25
18 14
21 21

100

270

498
261
315
201
333

298

Kentucky

292.9
282.7
422.7
230.8 
300.6

1,529.7

19 
18 
28 
15
20

100

Mississippi Missouri

314

375.3
45.9

144.5
115.5 
71.8

753.0

50
6

19
15
10

100

428
364
371
324
208

360

633.1
757.7 

1,115.9
478.5
812.8

3,798.0

17
20
29
13
21

100

Tennessee

172.8 
125.3 
293.1 
146.6
149.9

287

887.7

19
14
33
17
17

100

465
408
354
329
245

346
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nessee, Illinois, and Mississippi, in that order. Ar
kansas and Kentucky showed gains slightly below 
the national average. In the Mid-South region, 
where agriculture accounted for one-third of total 
income payments, the gain reflects largely the rela
tive improvement in production and prices of farm 
products, especially cotton. It should be noted that, 
where there is heavy reliance on a single crop, ad
verse shifts in production or prices may have an 
equally marked influence on the down side. The
1949 income from cotton within the Eighth District 
will be off considerably from 1948.

Trade and service accounted for 30 per cent of 
income payments for the country as a whole and 
for 27 per cent in the Eighth District. The gain 
in this income source was greater than the national 
average in all district sections except Missouri. 
This income source was of particular importance 
in the district portion of Tennessee, reflecting the 
position of Memphis as a major trade center for 
a wide area beyond the Tennessee state line. This 
source was of relatively small importance in Mis
sissippi (only 19 per cent of total income pay
ments), again indicating from another angle the 
dominance of Memphis. Trade and service income 
also was of considerable significance for Missouri 
and Kentucky, where it reflected the influence of 
St. Louis and Louisville as major metropolitan 
centers.

Manufacturing pay rolls were less important as 
a source of income in the Eighth District than in 
the nation, accounting for only 17 per cent of 
district income against 23 per cent for the country

CH ART  m 
S O U R C E S  OF INCOME, 1948

^ 8 i  AGRICULTURE £ ! v ? l  GOVERNMENT

MANUFACTURING UNCLASSIFIED

TRADE AND SERVICE 
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as a whole. Here, the national figure was surpassed 
only in Indiana (24 per cent), while all other parts 
of the district showed the relatively smaller im
portance of manufacturing. Industrial pay rolls 
accounted for as little as 6 per cent of total income 
in Mississippi and only 10 per cent in Arkansas. 
This reflects not only the lag of industrialization in 
the district, but also the fact that most manufac
turing activities of the district are concentrated in 
“ light” manufacturing of relatively low produc
tivity, as contrasted with the higher wage structure 
of the “heavy” manufacturing industries concen
trated in other regions.

It should be noted that district gains in manu
facturing over the last decade lagged behind the 
national average—238 per cent for the district 
against 250 per cent for the country as a whole. 
Marked differences within the district should be 
recognized however. In three states, manufacturing 
pay rolls more than quadrupled since 1939. Leading 
was Arkansas, followed by Kentucky and Ten
nessee. A  gain above the national average also was 
shown by Mississippi. Lagging were Missouri, and 
especially the southern portions of Illinois and 
Indiana.

Government played a larger part as a source of 
income for the district (15 per cent of total income) 
than for the nation (13 per cent). This, again, 
reflects the influence of Governmental transfer pay
ments in low-income areas, referred to above.

The unclassified sources of income were larger 
for the nation than for the district, indicating the 
relatively greater importance of property income in 
the more urbanized regions of the country. The 
sizable share of unclassified income in the southern 
portions of Illinois and Indiana was due to the 
importance of mining—not elsewhere classified—as 
a source of income in these parts of the district.

In summary, the principal difference in income 
structure between the Eighth District and the 
nation rests on the inverse role played by manu
facturing and agriculture. The heavy reliance on 
agriculture would appear to make district income 
more vulnerable, especially where one cash crop 
prevails. As per capita income and productivity in 
manufacturing is typically higher than per capita 
income in agriculture, an indicated program would 
be further industrialization, leaving a relatively 
smaller part of the district’s people in a more diver
sified agriculture. The movement of some people 
from farming into industry would thus assure a 
higher per capita income to both the farmer and 
the industrial worker. This process can take two 
form s: it either can mean the out-migration of
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people from the district to industrial opportunities 
elsewhere, or, preferably, it can lead to the move
ment of people within the district to new industrial 
opportunities developed as an integral part of the 
district economy.

E XP E N D IT U R E S
Economic development of the Eighth District 

should be analyzed not only in terms of income 
received from different sources but also in terms 
of income flow, showing how income recipients 
spend their funds which in turn become income to 
others. It is this picture of income flow—from 
income recipients, through their spending, to a 
new set of income receivers—within the district as 
well as between the different regions of the country 
that shows the myriad of forces making for growth 
in the economy. While our data on regional income 
flows are still quite preliminary, the following sec
tion presents some estimates of expenditures on 
consumption and investment for the district as a 
whole and for the several district state portions.

Table IV  shows how people in the Eighth Dis
trict spent their 1948 income. National and district 
expenditure patterns differ much less than do those 
of components and sources of income. While people 
earn their income differently throughout the various 
regions of the United States, most of them spend 
that income in accordance with the general pattern 
of living in this country. In absolute amounts, per 
capita expenditures and standards of living reflect, 
of course, differences in per capita income for 
various regions. But in relative amounts, the per
centage shares of total income spent on the several

categories of expenditures show considerable sim
ilarity. By far the greatest share of personal income 
is used everywhere to buy consumption goods and 
services. About 10 per cent of income is taken 
to pay taxes for the support of Government activ
ities. The remainder of approximately 5 per cent 
is saved.

While the data show in general the same expendi
ture patterns for the United States as a whole and 
for the Eighth District, some important differences 
should be noted. Regions of relatively high per 
capita income usually show a somewhat larger 
share of total income payments remaining for sav
ings. Thus, the 1948 rate of savings for the United 
States as a whole was 5.8 per cent, while for the 
Eighth District it amounted to only 4.2 per cent. 
The relative share of savings was smallest in Mis
sissippi and most closely approached the national 
average in Missouri. In this connection, it should 
be noted that personal savings, as measured here, 
is essentially a residual item, indicating what is left 
after consumption expenditures and taxes have been 
deducted from total income payments. It, therefore, 
reflects any improvement in the “net worth” posi
tion of individuals, whether resulting from a reduc
tion of their debt or an addition to their assets.

Taxes also reflect the relative standard of living 
in different regions, being somewhat higher in well- 
to-do areas where people have to contribute a 
somewhat larger share of their income to the sup
port of governmental activities. Thus, taxes for 
the United States as a whole amounted to 10.2 per 
cent of national income, while in the Eighth District

United
States

T A B L E  IV  

E X P E N D IT U R E S — 1948
Eighth
District Arkansas Illinois Indiana Kentucky Mississippi Missouri

Per Capita (D ollars)
Consumption............................................ 1,183 910 776 1,003 835 898 652

Food and T obacco ............................  438 341 307 360 301 346 261
Clothing and Accessories................. 163 117 88 71 84 123 68
H ousing................................................  87 67 46 96 80 60 41
Household Operation.......................  167 119 91 97 115 123 63
Transportation....................................  120 99 83 117 83 105 60
Other consumption expenditures... 200 140 98 160 137 132 73
Net Balance * ....................................................... 8 27 63 102 35 9 86

Taxes..........................................................  145 96 56 127 84 77 41
Federal..................................................  130 85 46 116 75 67 32
State.......................................................  15 11 10 11 9 10 9

Personal Savings....................................  82 44 31 55 45 32 19
T otal...........................................................  1,410 1,050 863 1,185 964 1,007 712

Per Cent Distribution
Consumption............................................ 84.0 86.7 89.9 84.7 86.6 89.2 91.5

Food and T obacco............................  31.1 32.5 35.7 30.4 31.2 34.4 36.7
Clothing and Accessories................ 11.6 11.2 10.2 6.0 8.7 12.2 9.6
H ousing................................................ ................ 6.2 6.4 5.3 8.1 8.3 6.0 5.7
Household Operation.......................  11.8 11.3 10.5 8.2 11.9 12.2 8.9
Transportation....................................................8.5 9.4 9.6 9.9 8.6 10.4 8.4
Other consumption expenditures... 14.3 13.4 11.3 13.5 14.3 13.1 10.1
N et B a la n ce* ......................................................0.5 2.5 7.3 8.6 3.6 0.9 12.1

Taxes..........................................................  10.2 9.1 6.5 10.7 8.7 7.6 5.9
Federal.................................................. ................9.2 8.1 5.4 9.8 7.8 6.6 4.6
State.......................................................................1.0 1.0 1.1 0.9 0.9 1.0 1.3

Personal Savings....................................................5.8 4.2 3.6 4.6 4.7 3.2 2.6
T otal...........................................................  100.0 100.0 100.0 100.0 100.0 100.0 100.0

*A  positive net balance indicates the net amount o f income payments which is spent outside the area. A  negative net
amount o f expenditures not originating in local income payments, but which flows into the area from outside.

1,096
383
149
81

151
116
195
21

145
134
11
63

1,304

Tennessee

845
362
220

55
171
93

133
— 189

77
68

9
42

964

84.0
29.4
11.4 
6.2

11.5
8.9

15.0 
1.6

11.1 
10.2
0.9
4.9 

100.0
balance indicates

87.6
37.6 
22.8

5.7 
17.8

9.7
13.7 

-19 .7
8.9 
7.1 
0.9 
4.4 

100.0 
the net
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this share was only 9.1 per cent, ranging from 11.1 
per cent in Missouri to 5.9 per cent in Mississippi. 
An interesting difference should be noted, however, 
between the relative importance of federal and 
state taxes. Federal revenues, relying heavily on 
the progressive income tax, vary rather directly 
with shifts in income and take a larger share of 
total income payments in high-income states. State 
and local revenues, relying heavily on property and 
sales taxes, take a relatively high share of personal 
income in low-income states. These data bear out the 
well-known fact that the residents of low-income 
states, while paying a smaller absolute amount in 
taxes, have to make a relatively greater effort to 
support their state and local governments.

The rate of consumption expenditures reflects, 
of course, the relative shares of total income going 
into savings and taxes as observed above. Thus, 
consumption takes a somewhat larger share of per
sonal income in low-incdme areas. In 1948, con
sumption expenditures amounted to almost 87 per 
cent in the Eighth District as contrasted with 84 
per cent for the United States. Within the Eighth 
District, the highest rate of consumption expendi
tures was shown for Mississippi while the lowest 
district rate, just equaling the national average, was 
shown for Missouri.

In interpreting the individual consumption items, 
particular attention should be given to the so-called 
“ net balance.”  Consumption expenditures in a 
region may be made either by residents of the 
region or by “ foreigners” living outside the region. 
Where residents of a region spend a larger amount 
“ abroad” than nonresidents spend within the region, 
a positive “ net balance” will show the difference 
between these two amounts. For the United States 
as a whole, Table IV  indicates that United States 
residents in 1948 spent, on a “ net balance,” 0.5 per 
cent of their income in other countries—for foreign 
travel and remittances. The “ foreign balance” is 
higher for the Eighth District whose people spent, 
net, 2.5 per cent of their income outside the district 
in other regions of the United States or abroad.

The size of this “out-district” or “ out-state” 
balance varied widely between the different parts 
of the district. It was highest for Mississippi, indi
cating the extent to which Mississippi income 
recipients made purchases in other areas, especially 
in Memphis. Another large “ out-state” balance was 
shown for southern Illinois, reflecting the influence 
of St. Louis as a trade center. On the other hand, 
the large “ in-state” balance (indicated in Table IV  
by a negative sign) shown for Tennessee points 
out the extent to which Memphis benefits from 
purchases made there by residents of the adjoining 
Page 172

states, especially Mississippi and Arkansas. In this 
connection, it also should be noted that Kentucky 
and Missouri, although including the important 
trade centers of Louisville and St. Louis, still had 
small “out-state”  balances. For Missouri, this was 
due to the drawing power of Kansas City along the 
western boundary line of the Eighth District, and 
for Kentucky it reflected the relative influence of 
Evansville and Cincinnati across the state line.

In 1948, on the average, more than 30 per cent of 
total consumption expenditures went for food in 
the United States as well as in the Eighth District. 
Food expenditures, largely going for basic essen
tials, are relatively high in low-income areas and 
take a somewhat smaller share of total expenditures 
in higher-income regions. Thus, almost 37 per cent 
of all expenditures in Mississippi were for food 
purchases as contrasted with 29 per cent in Mis
souri.

In interpreting the individual consumption items, 
however, it is particularly important to realize that 
the “ net balance” will affect the relative share of 
these items within the total expenditure pattern 
shown for a region. Thus, differences in the per
centage of total expenditures made for clothing 
largely reflect the different importance of trade 
centers rather than different consumption habits. 
For the United States as a whole, 11.6 per cent was 
spent on clothing, compared with 11.2 per cent for 
the Eighth District. Within the district, striking 
differences are shown for areas with large trade 
centers, such as Tennessee (22.8 per cent), and 
areas without a major trade center, such as south
ern Illinois, where clothing expenditures were only
6.0 per cent of total expenditures.

Some kind of shelter is a primary need for all 
people, and the share of total expenditures going 
for housing is approximately the same for the 
United States as a whole and for the Eighth Dis
trict. Expenditures for household operations within 
the district again reflect the relative importance of 
trade centers. Thus, the high rate of expenditures 
for household operation in Tennessee (17.8 per 
cent) indicates the large amount of furniture and 
furnishings bought by nonresidents in Memphis.

Another large item in the typical American family 
budget is transportation. Here, the share for the 
Eighth District was somewhat higher than for the 
nation, 9.4 per cent as compared with 8.5 per cent 
of total income payments. This reflects the degree 
to which travel expenditures have become a neces
sity, incurred in many cases regardless of income 
size and therefore often taking a larger share of 
income payments in low-income areas.

Other consumption expenditures were smaller
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in the Eighth District in relative as well as absolute 
terms. These data refer to a variety of items, such 
as expenditures for medical care, financial and legal 
services, recreation, religious and welfare activities. 
As Table IV  indicates, money is spent more freely 
for these items in relatively well-to-do areas; other 
consumption expenditures, therefore, play only a 
minor role in low-income states such as Mississippi 
where this item accounted for only 10.1 per cent 
of total expenditures.

On balance, it should be stressed again that ex
penditure patterns are much more similar through
out the nation than the composition and sources of 
income. Income payments reflect differences in 
basic resources and resource utilization, while ex
penditures show the common physical and social 
needs of the American people. On the expenditure

The near-term business outlook has improved 
with the settlement of strikes in the basic steel 
industry and the at least temporary resumption of 
limited operations in the coal mining industry. In 
neither case, however, was production resumed 
early enough in November to lift total industrial 
output for the month to the pre-strike levels. In 
October the total volume of goods produced in the 
nation’s factories and mines was estimated at 166 
per cent of 1935-39, as measured by the Board of 
Governors’ seasonally adjusted index. In the pre
vious month output was estimated at 174 per cent.

In contrast to the decline nationally in October, 
industrial activity in the Eighth District averaged 
slightly higher than in the previous month. As 
noted in the last Monthly Review, the impact of 
work stoppages in basic steel and in the soft coal 
industry was much less severe in this area than 
nationally. Some areas in the district were adversely 
affected by the strike of Missouri Pacific Railroad 
employees, and in the southern part of the region 
the sharp decline in income from cotton marketings 
was beginning to be felt late in October. But in 
most of the district the general level of industrial 
activity was moving upward during the month.

At the national level, the decline in total indus
trial production to almost the lowest level reached 
in the past three years tended to overshadow the 
firming in industrial raw materials prices that oc
curred in October. After declining some 3 per cent 
from the peak reached in mid-September, sensitive

side, therefore, the largest variation is due not to 
differences in patterns of living, but rather to 
differences in the size of the “net balance,”  indi
cating that expenditures in metropolitan and resort 
areas include substantial outlays by nonresidents.

There remain important differences in the relative 
and absolute size of savings between low-income 
and high-income regions. In the Eighth District, 
per capita savings were but one-half of the national 
average. This difference implies some variation in 
the availability of local funds for business credit 
and investment. These implications of income- 
expenditure patterns for the sources and uses of 
funds in the Eighth District will be analyzed in a 
later study.

Werner Hochwald.
La Verne Kunz.

industrial raw materials prices began to turn up
ward at the middle of October. In part, the rise 
reflected a sharp increase in coffee and cocoa prices 
but near the middle of November materials such as 
burlap, print cloth, copper, zinc, flaxseed, and wool 
tops also were selling at prices that were about equal 
to or above the levels reached in September. These 
increases, coming at a time when a sizable segment 
of the nation’s production facilities were idle, give 
some evidence of the underlying strength in the 
economic recovery that began in midyear.

Similarly, recent estimates of the number of new 
residential dwelling units put under construction 
in October point toward another source of strength 
in the economic picture. According to the U. S. 
Bureau of Labor Statistics, approximately 100,000 
new nonfarm dwelling units were started in Octo
ber, continuing the record-breaking pace of home

PRICES

W H O L E S A L E  P R IC E S  IN  T H E  U N IT E D  S T A T E S
Bureau of Labor O ct., ’49

Statistics compared with
(1926= 100) O ct.,’49 Sept.,’49 O ct.,’ 48 Sept.,’49 O ct.,’ 48

A ll Com m odities.... 152.2 153.7 165.0 —  1.0% —  7.8%
Farm Products.... 159.6 163.1 182.2 —  2.2 — 12.4
Foods ................... 159.6 162.0 177.3 —  1.5 — 10.0
Other ................... 145.0 145.5 153.1 —  0.4 —  5.3

R E T A IL  F O O D
Bureau of Labor Oct. 15,’49

Statistics Oct. 15, Sept. 15, Oct. 15, compared with
(1935-39=100) 1949 1949 1948 Sept. 15/49 Oct. 15/48

U. S. (51 cities).... 200.6 204.2 211.5 —  1.8% —  5.2%
St. Louis.............. ....207.5 211.6 217.4 —  1.9 —  4.6
Little R ock.......... ....198.2 201.4 206.5 —  1.6 —  4.0
Louisville ............ ....189.7 194.3 201.7 —  2.4 —  6.0
Memphis .............. ....209.7 213.0 223.7 —  1.6 —  6.3

Survey of Current Conditions
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