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Income Tax Reports as Bases of the
Income Estimates
The National Bureau of Economic Research, in
making its estimates of income, is foreed to depend
very largely upon sources of information other than
the figures furnished by the United States Bureau
of Internal Revenue for individual income. That
this is the case, is shown by the following table:

Year Number of Number of NetlIncome Estimated Estimated

Income Persons Reported to Total Per Cent
Tax Gainfully Income Tax Current  of Total
Returns Occupied Authorities Income Income
Filed Reported to
income Tax
(Thous.) (Thous.) (Millions) (Millions) Authorities
1916 437 38,101 $ 6,298 $39,200 16.1
1917 3,472 38,681 13,652 48,500 28.1
1918 4,425 39,981 15,924 56,000 28.4
1919 5,332 40,282 19,859 67,254 29.5
1920 7,259 40,008 23,735 74,158 32.0
1921 6,662 40,819 - 19,577 62,736 312
1922 6,787 41,330 21,336 65,567* 32.5
1923 7,698 42,163 24,840 76,769* 32.4
1924 7,370 43,140 25,656 79,365* 32.3

*Preliminary estimate.

The figures in the first two columns indicate that’

but one in six of the persons gainfully occupied in
the United States files a report of his income to the
Federal tax authorities, and that the income reported
on such schedules amounts to slightly less than one-
third of the total current income of the people of
the United States.

It is interesting to observe that, since 1920, the
proportion of the total current income reported to
the income tax authorities has been practically con-
stant, the lowest figure being 31.2 per cent in 1921
and the highest 32.5 per cent in 1922. While, then,
for information concerning the two-thirds of the in-
come falling in the lower ranges it is necessary to
look to sources other than reports on individual in-
comes as given by the Bureau of Internal Revenue, it
appears that it is possible to estimate the total
amount of such income with a fair degree of aceuracy
on the basis of the aggregate reported for taxation.
Unfortunately for the estimator, however, the con-
stancy of this ratio will presumably be destroyed
by the changes in income tax law since 1924,

Contributors Receive Publications

Persons who wish to receive early copies of all the
future publications of the Bureau may enroll as
contributing subsecribers, paying a minimum of $25
a year.

Two bound volumes have recently been issued—
Business Annals on September 13 and Migration and
Business Cycles December 15.

Dr. Wesley C. Mitchell has in final stages of prep-
aration the manuscript of the first volume of his
new treatise on business cyecles.

Other investigations rapidly progressing are:
Dr. Frederick R. Macaulay’s study of the history of
interest rates and security prices in the United
States from 1857-1926; Dr. Frederick C. Mills’ study
of the commodity price strueture; Dr. Leo Wolman’s
study of the labor market; Dr. Harry Jerome’s study
of the mechanization of industry; and Dr. Walter
F. Willeox’s study of world shifts in population.

Publications of the National
Bureau of Economic Research
e

MIGRATION AND BUSINESS CYCLES

First report of a new series of studies dealing with the effects
of immigration and emigration upon the economic life of the
United States, 250 pages. Cloth. $3.50 postpaid.

BUSINESS ANNALS

A descriptive summary of business conditions, year by year,
in the United States, England, France, Germany, Austria,
Russia, Sweden, Netherlands, Italy, Argentina, Brazil, Canada,
South Africa, Australia, India, Japan, China, for periods_of
36 to 136 years, with an introduction Business Cycies as Re-
vealed by Business Annals. 380 pages. Cloth. $4 postpaid.

INCOME IN THE VARIOUS STATES
ITS SOURCES AND DISTRIBUTION, 1919, 1920 and 1921

This volume gives the total and per capita income carefully
adjusted for every state, with special tables showing the in-
comes of farmers, wage earners, persons of large means,
and other matter relevant to the purchasing power and
economic conditions of the different parts of thee country.
Size 9x6 inches, 306 pages, 17 maps and charts, 67 tables,
indexed. Bound in cloth, $5 postpaid.

THE GROWTH OF AMERICAN TRADE UNIONS, 1880-1923

Results of a comprehensive investigation of trade union
membership year by year; its fluctuations with the busi-
ness cycle; effects of World War conditions; women in
trade unions. Contains also a detailed analysis of the total
working population. Size 9x6 inches, 170 pages, illustrated
with 27 tables, 16 charts, and indexed. ound in cloth.
$3 postpaid.

EMPLOYMENT, HOURS, AND EARNINGS
IN PROSPERITY AND DEPRESSION

Results of an inquiry conducted by the National Bureau of
Economic Research, with the help of the U, S. Bureau of
Markets and Crop Estimates and the Bureau of the Census,
for the President’s Conference on Unemployment., Designed
to meet the special needs of all persons interested in the
study of labor conditions. Gives full details of investigation
summarized in Business Cycles and Unemploymeni to which
it is companion volume, Size 9x6 inches, 147 pages, illus-
trated with 735 tables, 11 charts, and indexed. Bound in
cloth. (Out of print,)

BUSINESS CYCLES AND UNEMPLOYMENT

Results of an investigation made for the President’s Con-
ference on Unemployment. By the staff of the Bureau
with 16 collaborators. Twenty-one topics covered. This
report summarizes the known facts of unemployment and
describes the various methods suggested to control the
business cycle and alleviate cyclical unemployment, Size
9x6 incHes, 405 pages, with 56 tables, 56 charts, and in-
dexed. Bound in cloth. $4.10 postpaid,

INCOME IN THE UNITED STATES

Volume I, A Summary of an investigation of the Amount
and Distribution of Income in the United States, 1909-1919,
intended for readers who are primarily interested in the
results, Size 7%4x5% inches, 152 pages, with preface, 29
tables, 31 charts, and_ indexed. Bound in cloth. (Fifth
printing.) $1.58 postpaid, .
Volume II, A report giving in full the methods and esti-
mates on which the results shown in Volume I are based,
Size 9Yx614 inches, 440 pages, 222 tables, 35 charts, and
indexed. Bound in cloth., (Second printing.) $5.15 postpaid,

DISTRIBUTION OF INCOME BY STATES IN 1919

A study of the share of each state in the national income
with a special analysis of the amount and relative impor-
tance of farmers’ income. Size 974x6l4 inches, 32 pages,
with preface and 9 tables. Bound in cloth. (Third print-
ing.) $1.30 postpaid.

Copies of available reports may be obtained upon
application accompanied by remittance to

Nartionar Bureau or Economic ResearcH, Inc.

474 West 24th Street, New York
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1926 American Income, Almost 90 Billions, Breaks Records

Jump of 27 Billions since 1921, shown
in figures of National Bureau
of Economic Research

“Real” Income Growing 7 per cent per annum

Average income per person gainfully employed
now over $2,000; will buy one-third more
than average income of 1921.

HE total ‘‘current income’’ of the Ameriean
people rose from $62,736,000,000 in 1921 to the
record breaking total of $89,682,000,000 in 1926,
aceording to preliminary estimates presented in a
statement made public today by the Executive Com-
mittee of the National Bureau of Economic Research.
This gives the advance results of work upon which
Dr. Willford I. King, and a corps of assistants, all
under the general direction of Dr. Edwin F. Gay
and Dr. Wesley C. Mitehell, directors of research,
have been engaged since the summer of 1925.
Although the national income has increased 40
per cent since 1921, this growth, the statement points
out, is not merely a fictitious quantity resulting
from an increase in the price level, for the average
price of direct or consumption goods was actually
slightly less in 1926 than in 1921.

Fconomic Welfare Increases

T © 7 ea};it.a«ipeome;'v . 1926 is estimated at $770 or...

one third more than in 1921. Expressed in dollars
of constant purchasing power, per capita income
inereased 36 per cent since 1921.

" Incomes of the gainfully occupied in 1926 averaged
$2,010 as compared with $1,537 in 1921. In terms
of money of constant purchasing the gainfully occu-
pied person received one fourth more than in 1917,
and about 44 per cent more than in 1909.

New inventions and greater skill and organization
are among the causes to which is ascribed this gen-
eral inerease in economic welfare in the face of a
constantly growing population and a relatively inel-
astic supply of natural resources.

Income Estimates in Demand

The statement in full as authorized by the Execu-
tive Committee follows:
" Repeated requests have been made that the
National Bureau of Economic Research should issue
preliminary estimates of income in the United States
for the years since 1921,
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The income estimates for the years 1909 to 1921,
already published by the National Bureau, are com-

arrived at by means of complicated and laboriots
computations. Because of the limited number of .
workers available for this study and the amount :of
work involved, it has proved impracticable to com-
plete the estimates until a considerable period has
elapsed. after the publication by the United States
Bureau of Internal Revenue of the volume entitled
Statistics of Income, and this volume does not appear
until many months after the income tax schedules
are filed.

The necessary result has been that the careful
income estimates of the National Bureau have
appeared several years late, and it is this retarda-
tion which has given rise to the demand for current
estimates.

The preliminary figures which are here presented
for years since 1921 are based upon a limited number
of indicators consisting of such items as wage rates,
numbers of employees, dividend and interest pay-
ments, and volume of trade. For the years 1922,
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HE National Bureau of Economic Research, Incor-

porated, was organized in 1920 in response to a

growing demand for exact and impartial determi-

nations of the facts bearing upon economic, social,
and industrial problems.

The Bureau seeks not merely to determine facts, but
to determine them under such auspices as shall make its
findings carry conviction to Liberals and Conservatives
alike. It deals only with topics of national importance
which are susceptible of quantitative treatment.

By issuing its findings in the form of fact reports,
entirely divorced from propaganda, the Bureau hopes to
aid all thoughtful men, however divergent their views of
public policy, to base their discussions upon objective
knowledge as distinguished from subjective opinion,

No report of the Research staff may be pubhshed
without the approval of the Board of Directors. Rigid
provisions guard the Bureau from becoming a source of
profit to its members, directors or officers, and from
becoming an agency for propaganda.

The Bureau assumes no obligation to present or future
contributors, except to determine and publish facts.
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1923, and 1924, the incomé tax reports are available
and the figures in those have been utilized as fully
as possible. It is by no means certain that these
indices constitute reliable gauges of the variations
in income. It is possible, therefore, that the figures
presented for the year 1926 may be as much as
10 per cent in error, but the probabilities are that
the error is not as great as that. The chances of
error increase with the distance from the year 1921.
All users of the figures here presented should keep
in mind the neeessary shortecomings of preliminary
estimates of this type.
The National Totals

If these estimates are approximately correct, the
total income has shown a remarkable increase since
1921, the growth in dollars amounting to over 40 per
cent. Furthermore, this growth is not merely a
fictitious quantity resulting from an increase in the
price level, for the average price of direet or con-
sumption goods was actually slightly less in 1926
than in 1921.

TOTAL CURRENT INCOME OF PEOPZE OF
UNITED STATES

Year Current Dollars 1913 Dollars
(Millions) (Millions)

1909 ..., 27,100 28,200
1910 ... .. ... .. 28,400 29,100
1911 ...l 29,000 29,300
1912 ... ... 30,600 30,800
1913 ..., 32,000 32,000
1914 ... ....... 31,600 31,300
1915 ..., 32,700 32,000
1916 .............. 39,200 35,500
1917 ... ..., 48,500 37,300
1918 ... 56,000 35,500
1919 .............. 67,254 37,600
1920 .............. 74,158 36,300
1921 .............. 62,736 36,200
1922 ... 65,567% 40,400*
1923 ...l 76,769* 46,900*
1924 .............. 79,365% 48,400%
1925 ... 86,461% 51,100%
1926 .............. 89,682% 52,900%

*Preliminary estimate.

It should be understood that the figures as here
presented are for ‘‘current’’ income. This concept is
defined on p. 28 of Income in the Various States, Its
Sources and Distribution, 1919, 1920, and 1921 in the
following words:

““Current income may be defined as the excess
of cash receipts over business expenses, plus the
money value of income received in the form of
commodities. It is estimated by summating
(1) wages, salaries and pensions, (2) profits
withdrawn from business, (3) dividends, in-
terest, and rent received by individuals, (4) the
rental value of homes occupied by their owners,
(5) interest upon the sums invested in house-
hold furnishings, clothing, and the like, and (6)
the value of commodities which families produce
for their own consumption.”

Similar estimates of current inecome may be ob-
tained from Volume II of Income in the United States,
Its Amount and Distribution, 1909-1918 by deducting
from the estimates of total income as there given,
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figures for business savings appearing in the last
column of Table 20H. The reader should note that
the term ‘‘ecurrent income’’ does not include the
savings of business enterprises. It may well be,
therefore, that the figures for total income would

run materially higher throughout. The estimated

amounts in terms of the purchasing power of 1913
have been obtained by dividing the current income
figures by index numbers representing the average
prices of goods purchased by consumers—in other
words, they represent the total amount of direct or
consumption goods which the people could have
purchased for their entire current income if they
had spent it all for such commodities or services.

Per Capita Income

The figures become much more significant when
they are reduced to a per capita basis. It appears
that, in 1926, the average inhabitant of the United
States had an income of $770 or one-third more than
in 1921. When this per capita income is expressed in
dollars having the purchasing power which they
possessed in 1913, we find that the increase has been
about 36 per cent. It appears, then, that from the
economie point of view, the condition of the average
inhabitant has been improving at a rate of about
7 per cent per annum.

The startling nature of this change is indicated
by the fact that the annual inerease since 1921 has
been as great as the entire inerease during the 12
years from 1909 to 1921. The fact should be noted,
however, that the difference in slope is partially
accounted for by the fact that 1921 was a year of
depression, while 1926 has been one of unusual pros-
perity. A fairer comparison may be made by divid-
ing the entire period into two parts—1909 to 1917,
and 1917 to 1926.

During the first period of eight years the per
capita income, in terms of 1913 dollars, increased
15 per cent, while during the last nine years it in-
creased 26 per cent. If the preliminary estimates
are correct, there has, then, been a sharp upward
turn in the trend of economic welfare in the United
States.

ESTIMATED CURRENT INCOME PER CAPITA

Year Current Dollars 1913 Dollars
1909 ............... $299 $312
1810 ............ ... 307 315
1911 ... 309 312
1912 ... ........... 321 323
1913 ......... ... 329 329
1914 ............... 320 316
1915 ............... 326 319
1916 ............... 385 349
1917 ... ... 470 361
1918 ............... 537 340
1919 ..., 640 358
1920 ............... 697 341
1921 ..., 579 334
1022 ..., 597* 369*
1923 ..., 689* 421%
1924 ............... 700* 426*
1925 ..., 752% 445%
1926 ............... 770* 455%

*Preliminary estimate.
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Income Per Person Gainfully Occupied

To many persons, figures showing the income per
person gainfully occupied, seem more significant
than do those reporting income per capita. In the
United States, in 1926, there were some 44,600,000
of the inhabitants who belong in the category desig-
nated by the Bureau of the Census as gainfully
occupied—that is, they were engaged in aectivities
yielding them direct money incomes. Some of these
were employers, many more were employees, and
some were simply working on their own account. The
figures exclude housewives and women and children
helping the head of the family on the home farm.

For every person gainfully oceupied in 1926, there
appears to have been an income of slightly over
$2,000. When reduced to terms of 1913 purchasing
power, we find that the average person working for
a money income received about one-quarter more for
his services than he obtained in 1917, and about
44 per cent more than he could have secured in 1909.
The indications are, then, that despite the constantly
growing population and the relatively inelastic
nature of the supply of natural resources, new inven-
tions and greater skill and organization are still
enabling the average inhabitant to progress steadily
upward on the seale of economic welfare.

Income Per Person Gainfully Occupied

Current 1913 Current 1913
Year Dollars Dollars Year Dollars Dollars
i $791 $823 1919 . $1669 $934
: gg‘i’ 1920 .. 1851 907
i 850 1921 1537 887
1 864 1922 ... 1586* 979*
) 828 1923 ___ 1821* 1113%
: g“‘g 1924 .. 1840% 1121*
] 947 1925 1971% 1165%
1 879 1926 . 2010* 1186*

Preliminary estimate



