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T he present volume initiates a new series on the size distribution of personal income, a further 
development of the general body of national income statistics regularly published by the Office 
of Business Economics.

To the business community, the estimates provide a valuable tool of market analysis. 
They show the distribution of the Nation’s purchasing power according to the size of family 
income, and thus focus on a factor which is a major determinant of consumer demand. More 
generally, the new data contribute materially to an understanding of the structure of income 
flows and to the evaluation of the Nation’s economic processes and progress.

The report contains estimates of income size distribution for 1944, 1946, 1947, and 1950. 
These will be carried forward as the basic underlying data become available for later years. 
The estimates show how the families of the Nation are distributed along the income scale and 
how that distribution has changed over time. Separate information for families of two or more 
persons and unattached individuals, and for farm operator and nonfarm families is given.

Additional data are provided on the structure of incomes and of the families receiving 
them, including statistics on Federal income taxes paid, the composition of families, and the 
size distribution of wage and entrepreneurial earnings.

The estimates for 1944, 1946, and 1947 utilize a relatively large volume of primary data 
available for those years. In essence, they represent a combination of two main basic sources 
of information on size distribution—compilations from consolidated statistics of individual 
income tax returns and sample field surveys of family income. Both are essential to the prepara
tion of the present estimates. These two sources have been adjusted so as to account for income 
totals consistent with the personal income series of the Office of Business Economics. Detailed 
statistical methods designed to make the most intensive use possible of the basic data were 
employed for these years. For the year 1950, for which all data are not yet available, a pre
liminary estimate was prepared by more summary methods.

The new information, being integrated with the national income and product accounts of 
the Office of Business Economics, can be used directly to broaden the view of the economy now 
afforded by these accounts. Other available statistics on family income distribution, while less 
inclusive than the data presented in this report, are valuable in their own right, particularly 
because of the additional detail which they provide on the income patterns of various component 
population groups.

Director, Office of Business Economics.
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procedures for integrating the several sets of basic data on before-tax incomes, and Mr. Lieben
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Chapter I

Introduction

New Data for M Analysis

T H E  income size distributions published in this report have 
been planned as an integral part of the general body of na
tional income statistics regularly published by the Office of 
Business Economics. The new series provides a size break
down of personal income received by civilian families and indi
viduals, showing the number of such consumer units in 
successive income size groups and aggregate income at each 
income level. These data can be used directly to amplify the 
picture of the economy which is afforded by the national 
income and product accounts.

Information on personal income is of direct importance to 
businessmen because this total is a close indicator of con
sumer purchasing power. The breakdown of income on a 
State basis, for instance, which is published annually, is used 
widely by the business community in the determination of 
regional sales objectives and in the measurement of sales 
performance.

The size distribution of income represents an added, and 
equally important, tool of market analyisis. By showing 
how the total income of consumers is distributed in layers 
representing various ranges of family income—for instance, 
how much income goes in the aggregate to families that re
ceive more than $25,000 in a given year; how much to fami
lies receiving between $7,500 and $10,000; how much to 
families receiving between $4,000 and $5,000, etc.—these 
statistics throw light on an important feature of consumer 
markets on which information hitherto has been incomplete. 
As is well known, the character of consumer demand, with 
respect to both types and qualities of consumer goods and 
services demanded, is greatly influenced by the size of family 
income, and this factor needs to be taken into account in 
marketing. The cross-section view of the distribution of 
personal income by income size which is provided in this re
port, and the changes which are shown in this distribution 
over time, will be of considerable aid to the business com
munity in arriving at effective marketing programs and 
policies.

Apart from many other specific uses, the new data will be

an aid to general economic analysis aimed at a better 
overall understanding of our economy.

The new series can be introduced best by setting them 
against the background of the existing national income 
statistics of the Office of Business Economics.

As explained in the 1951 National Income supplement to 
the Survey  of C urrent  B u sin e ss , these statistics provide 
measures of national output and a statistical picture of the 
economic structure in the framework of which this output 
is produced, distributed, and used.

The national economic accounts are based on the daily 
economic transactions that occur in the course of producing 
and distributing the Nation’s output. In classifying these 
transactions to derive a significant view of the economy, the 
latter is divided into four major sectors—-businesses, con
sumers, government, and foreign—and is depicted in terms of 
the interrelated transactions among these sectors, as sum
marized by a set of economic accounts.

This set consists of a national income and product account 
which sums the productive transactions occurring in each 
sector in order to derive measures of output for the economy 
as a whole; four current accounts which show the flows that 
determine the income of each sector, how that income is used 
and what part of it is devoted to saving; and finally a con
solidated saving and investment account which shows the 
disposition of the Nation’s saving among the various forms of 
investment.

Behind these six accounts there is a vast amount of de
tailed information which sheds further light on the precise 
composition of the broader aggregates which are shown in the 
summary accounts. The usefulness of these accounts is en
hanced by this supporting body of detailed data; conversely 
the use of the detailed data is made more effective if they 
are related to other parts of the economy within the frame
work of the national accounts.

One of the most significant accounts in this system is the 
personal income and expenditure account, by means of which 
the transactions of the consuming publicare summarized.

1



2 A SUPPLEMENT TO THE SURVEY OF CURRENT BUSINESS

This account shows personal income—the current income 
(before income taxes) received by persons from all sources— 
by type of income receipt, such as labor income, entrepre
neurial income, interest and dividends, and transfer pay
ments. It also shows the tax payments and consumption 
expenditures that are made out of this income, and the bal
ance that is devoted to saving.

Supporting information permits more detailed analysis of 
the income flow by type of income, and by industrial and 
regional origin. Detailed breakdowns are available of taxes 
by type of taxes, consumption expenditures by type of prod
uct, and of saving by type of asset and claim in which the 
saving is invested.

The present report provides a new breakdown of the bulk 
of the income side of the personal account, namely, a break
down by size of income. The income that is covered repre
sents the personal income flowing to the civilian noninstitu- 
tional population of families and unattached individuals. In
come received by military personnel on posts and by the 
civilian institutional population, as well as income retained 
on behalf of individuals by nonprofit institutions, and pri
vate trust, pension, and welfare funds, is excluded.

The families that are classified by income size group are 
defined as units of two or more persons related by blood, 
marriage, or adoption, and residing together. Unattached 
individuals are defined as persons not living with relatives.

HOW THE MEASURES WERE OBTAINED
Reliable data on income size distribution are difficult to 

obtain. Perhaps the most important reason for this condi
tion is that the source material upon which estimates of 
income size distributions rest must be derived from reports 
by consumer households. Data of this type have been scanty 
and are less reliable than the business, government, and other 
institutional records from which the estimates of aggregate 
national income are largely derived. These records do not 
lend themselves to estimates of income size distributions.

The two major sources of data on income size distribution 
consist of sample field surveys of family income and Federal 
individual income tax returns. The development and im
provement of sample survey data over the past decade has 
facilitated greatly the preparation of income size distribution 
estimates. These survey data are extremely useful for ana
lyzing differences in income distribution among component 
population groups and variations in income-expenditure 
patterns. However, some basic problems of securing data 
in such surveys have not been solved. Thus, it appears 
from comparison with the national aggregates and other 
independent evidence that many of the sample surveys have 
failed to account for substantial amounts of family income, 
although this situation has been materially improved in the 
past few years.

The extension of the Federal individual income tax over 
the past decade has provided another set of data, in the form 
of summaries of the Federal individual income tax returns 
tabulated by the Bureau of Internal Revenue. During

World War II the minimum income for filing tax returns 
was sharply lowered and the coverage of tax returns thereby 
extended. The incomes reported on the tax returns, like 
those disclosed by the surveys, fall short of the independently 
estimated national aggregates and, in addition, require many 
complex adjustments to convert them from a return to a 
family unit basis.

However, at least for the years 1944, 1946, and 1947, to 
which the basic estimates published in this report refer, the 
coverage of several of the major components of income was 
higher in the tax returns than in the surveys, and extensive 
use of the tax data in deriving the estimates was indicated 
for this reason. In some instances in which survey coverage 
of total income did not fall short of the coverage provided 
by tax data, use of the latter was nevertheless indicated, be
cause the detail available from the tax data lent itself more 
readily to a careful adjustment to the national aggregates.

A basic contribution of the present report consists of the 
systematic combination of tax return and survey data to 
derive comprehensive income size distribution estimates for 
the years 1944, 1946, and 1947. Comparisons of the tax 
return and survey data with the present distributions are 
presented in the appendix.

Generally speaking, the income totals reported on tax 
returns were supplemented by income data from Census 
Bureau and Federal Reserve Board surveys for types of 
income not covered by these returns. And surveys were 
used also for information on family composition and other 
characteristics required for converting the tax statistics, in 
which the tax return is the reporting unit, to a basis in which 
the unit of classification is the family.

The various sources of income—wages and salaries, entre
preneurial income, dividends, etc.—disclosed in the tax 
returns as supplemented by survey data fell short of the 
independent estimates for the corresponding sources of 
income embodied in the Office of Business Economics 
aggregate personal income series. The difference was small, 
in relative terms, in the case of wages and salaries but fairly 
substantial for certain other types of income.

The income size distribution estimates published in this 
report have been fully adjusted to the national aggregates. 
This will greatly facilitate the use of income size distribution 
estimates in the framework of general market analysis. In
formation on the size distribution of certain segments of 
income is deficient and makes estimation difficult, but care 
was taken to obtain the best possible adjustment of the 
reported data by treating each major income source sepa
rately, and by utilizing intensively all available information 
bearing on the subject.

Systematic integration of survey and tax data, together 
with a refinement of statistical techniques, has resulted in 
a very useful market guide. Nevertheless, certain limita
tions attach to the present figures which reflect for the most 
part inadequacies in the basic source material. The de
tailed description of the methodology underlying the size 
distribution estimates given in the appendix of this report 
will aid users in evaluating their reliability.



Chapter 2

Highlights of Income Distribution
1 9 4 4 -5 0

I n  THE year 1950 the families and unattached individuals 
that form the civilian noninstitutional population of the 
Nation received a total income (before income taxes) of 
$217 billion.

The bulk of this income was paid out by the business 
system, but substantial amounts stemmed from the gov
ernment, and smaller sums represented receipts for services 
rendered within the household economy and incomes from 
abroad.

Almost two-thirds of the total consisted of wages and 
salaries and certain minor forms of labor income, as can be 
seen from the chart on page 16. About one-fifth repre
sented the net profits of entrepreneurship, including the 
earnings of farm and nonfarm proprietors, independent 
professional people, and individual landlords. The remain
ing seventh consisted of dividends and interest and transfer 
payments, such as social security benefits and payments 
to veterans.

Monetary incomes accounted for 95 percent of the aggre
gate. The remainder—about $12 billion—consisted of 
incomes in kind.

As a background for the analysis of the size distribution 
of income, it is useful to review the growth of aggregate and

average income over time. For this purpose 1929, a year of 
high economic activity, provides a convenient prewar 
benchmark. Comparisons between 1929 and the pros
perous postwar year 1950 bring to light mainly long-term 
trends relatively undisturbed by cyclical factors.

The $217 billion income of 1950 contrasts with $84 billion 
for 1929. This increase in current dollar income was at an 
average annual rate of about 4% percent. Although the 
higher general price level was a significant factor in the 
increase, the growth in real income was much more impor
tant. With 1929 income expressed in terms of prices paid 
by consumers in 1950, income rose from $118 billion to 
$217 billion. The average annual rate of increase in total 
real income was about 3 percent.

Over the same period average real income per consumer 
unit (family or unattached individual) increased at an aver
age annual rate of about 1% percent. In absolute terms 
(measured in 1950 dollars), the increase was from $3,320 in 
1929 to $4,460 in 1950. As illustrated in the frontispiece, 
a rise in the number of consumer units, from 35% to 48% 
million, accounted for the remainder of the 3 percent annual 
increase in real income.

Before°Tax Distribution in 1950
The size distribution of income in 1950 will be examined in 

the next two sections, followed by a discussion of the separate 
distributions for major groups of consumer units in 1947. 
The 1950 data are preliminary, and are presented in more 
summary form than those for other years covered in this 
report, because complete tabulations of the tax return 
information, on which the basic estimates of the Office of 
Business Economics rest, are only now becoming available 
for that year.

Distribution by income levels

The manner in which the income total of $217 billion was 
distributed among the 48% million consumer units of families

and unattached individuals in 1950 can be seen from the 
chart on page 4. Incomes of consumer units (before 
income taxes) are indicated in $1,000 ranges at the center of 
the chart. The bars to the left show the percentages of the 
total number of consumer units having incomes in those 
ranges; and the bars to the right show the percentages of the 
total income that can be found in each income range.

The chart shows the typical characteristics of income size 
distributions. In these distributions a large proportion of 
consumer units have incomes lower than the national aver
age, some considerably below it. The number of units 
having above average incomes diminishes rapidly as one 
ascends the income scale.

In 1950, for instance, two-thirds of consumer units had
3261029—53------2



Distribution of Consumer Units by Size of 
Family Personal Income in 1950
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INCOME DISTRIBUTION IN THE UNITED STATES 5

incomes smaller than the national average of $4,460, and 
one quarter fell below $2,000. Incomes up to $10,000 
accounted for about 95 percent of income recipient units. 
The extended tail of the distribution formed by the remain
ing 5 percent cannot conveniently be shown in the chart. 
These units are all combined in the $10,000 and over bar.

The percentage distribution of total income which mirrored 
this placement of consumer units on the income scale was 
pitched considerably higher. Two-thirds of family personal 
income was in the hands of units receiving more than the 
national average, and somewhat over one-fifth was accounted 
for by the $10,000 and over group alone. Almost 95 per
cent of income was received by consumer units with incomes 
over $2,000.

As compared with the national mean income of $4,460 in 
1950, the income bracket between $3,000 and $4,000 repre
sented the modal income range, namely, the range within 
which the largest proportion of consumer units was found. 
The median income in 1950 was $3,610. This was the 
amount that divided the distribution of families and un
attached individuals into two equal groups, one having 
incomes above and the other having incomes below the 
median.

Low income groups

One of the most striking features of the chart is the rela
tively high proportion of consumer units located near the 
bottom of the income scale. To a substantial extent these 
figures indicate those of our Nation’s families whose economic 
status is relatively low, but the following considerations will 
show that a complete identification between low income 
consumer units and low living standards in the usual sense of 
the term cannot be made. This is so because low income 
consumer units do not consist of families that, except for the 
size of their incomes, are a representative cross section of the 
population. Allowance for their special characteristics 
must be made. Among the large number of low income 
families there are many whose relative economic position is 
not measured adequately by the summary data on income 
distribution.

For instance, there are included at the bottom of the size 
distribution consumer units that were not in existence during 
the entire year. The part year earnings at which these units 
are classified are not representative of their actual command 
over goods and services over the full year period covered by 
the size distribution statistics.

A young person who graduates from school in June, finds a 
job some time in the second half of the year, and sets up 
residence apart from his family, is a case in point. He is 
included in the size distribution in the income bracket corre
sponding to his part year income. But the smallness of this 
income is in no way evidence of poverty. Young couples 
establishing themselves in independent households during the 
year similarly affect the statistics.

It is likely that ample earnings opportunities, high mar
riage and birth rates, and progressive alleviation of the 
housing shortage during the postwar years, as manifested in 
the high rate of new consumer unit formation, have given

rise to a substantial number of low income units of this type. 
The effect of these part-time units on the ineome'ksize dis
tribution is discussed further in chapter 3.

Account should also be taken of the fact that in many 
cases low income units have smaller than average require
ments, and that for this reason a simple identification of low 
income and inadequate living resources cannot be made. 
The fact that a far higher proportion of unattached indi
viduals is at the low end of the income scale than is the case 
among multiperson families constitutes direct evidence in 
this connection.

This pattern is not shown for 1950, which represents a 
preliminary summary estimate, but it can be seen for 1947 
and earlier years. For example, in 1947 over six-tenths of 
the unattached individuals had incomes under $2,000, as 
contrasted with only one-sixth of all multiperson families, 
and less than one-seventh of nonfarm family units.

Unfortunately, it is not possible to push the analysis much 
further on the basis of existing data, but it is known, for 
instance, that a substantial number of aged and retired 
couples can be found at the lower end of the income scale. 
These have in general fewer needs and responsibilities than 
growing families with minor children. Evidence available in 
this connection will be presented later in this report.

I t may also be noted that some of the units that receive 
low incomes consist of retired people who have planned to 
supplement current income receipts by drawing on accu
mulated savings. In these instances also, low income is not 
evidence of low economic status.

The classification of some families at the lower end of the 
income scale may be due in part to a low valuation of income. 
For instance, the income consumed by farm families in 
kind—the net value of food and fuel produced and consumed 
on farms—is valued at farm prices, in harmony with the 
general design of national income statistics. As is indicated 
in the following section, 36 percent of farm operator families 
fell in the income range under $2,000 in 1947, as compared 
with less than 14 percent of the nonfarm family group. 
An alternative valuation of home-produced food at retail 
prices would have added to farm operators’ incomes, and 
reduced somewhat the proportion of farm units in the low 
ranges of the income scale.

Furthermore, there is probably some correlation between 
the size of family incomes and the prices that families have 
to pay for consumption goods. For instance, as has been 
noted, farm families account for a larger proportion of con
sumer units at low than at high income levels. Despite 
difficulties of measuring urban-rural differences in cost of 
living, it is generally agreed that price levels are somewhat 
lower for rural than for urban families, largely as a result of 
differences in the regional distribution of these two groups. 
If statistical correction could be made for this factor, relative 
differences in the resulting distribution of real incomes (i. e., 
incomes corrected for differences in purchasing power) would 
be smaller than those in the dollar distributions given in 
this report.

It should also be remembered that there is a considerable 
turnover in the low income brackets. Many consumer units 
are thrown into these brackets as the result of short-run
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Percent Distribution of Family Personal Income, 
Federal Income Tax, and After-tax Income in 1950

Consumer units, 
ranked by size 
of income and 
divided into 
five groups of 
equal number .

received widely 
different shares 
of before-tax 
income

Units receiving 
the largest shares 
paid an even 
larger proportion 
of income tax

Differences among 
after-tax income 
shares were 
consequently 
smaller

income tax income tax

vicissitudes such as temporary sickness, unemployment, or 
business reverses. To many others—young people starting 
out in economic life—a low income status represents the 
bottom rung of the economic ladder which they confidently 
hope to ascend. While genuine privation may be involved 
in many of these cases, they nevertheless differ significantly 
from those that represent a chronic low income core.

As has been mentioned, data are lacking at present for a 
comprehensive evaluation of the economic position of the low 
income groups. An intensive investigation that would dis
tinguish among the significant types of units included and 
throw light on the factors leading to low incomes would be an 
important step in extending knowledge in this field.

factors is a wider relative dispersion in the income distribu
tion for any given year than would be found in a distribution 
in which the family income represented the total received 
over a number of adjacent years. (See chapter 3.)

In addition, the data for the upper end of the income dis
tribution require interpretation because of certain character
istics of the income definition. For example, the definition of 
family personal income which underlies this report excludes 
undistributed corporate profits as well as capital gains and 
losses. Inclusion of either of these items in the family 
personal income total would in 1950, and more generally in 
conditions of prosperity and economic expansion, increase 
the income of high income recipients.

Top income groups

Certain of the transitory factors that cause a turnover 
among consumer units and place some of them in low income 
groups in any one year serve to place others temporarily in 
high income groups. Generally speaking, the effect of these

Relative income distribution

The relative distribution of income, as distinct from the 
distribution by absolute income level, is brought into focus 
by the accompanying chart. The consumer units of the 
Nation are ranked according to the size of their incomes in
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1950 and divided into five groups, each containing 20 percent 
of the total number. The top fifth, or quintile, earning the 
highest incomes is depicted as the top segment of the first 
bar. (The dashed line in this segment refers to the top 
5 percent of consumer units.) The subsequent four segments 
show the subsequent fifths of consumer units, arranged in 
descending order of their incomes.

All consumer units with incomes in excess of $6,000 fell 
into the top quintile in 1950, and those with incomes above 
$10,500 comprised the top 5 percent. The next three 
quintiles, in descending order, included those receiving in
comes ranging from about $4,200 to $6,000, $3,000 to $4,200,

and $1,800 to $3,000, respectively. The lowest 20 percent of 
the Nation’s consumer units received incomes below $1,800 
in 1950.

The second column of the chart shows the proportion of 
total income going to each fifth of the Nation’s consumer 
units. Thus, the top 20 percent of these units received ap
proximately 46 percent of total income, whereas the lowest 
20 percent received about 5 percent of it. The national 
average income of $4,460 lies in the quintile next to the top, 
near the lower range of the incomes included in it. Accord
ingly, this fifth as a whole receives a somewhat more than 
proportionate share of total income while the next two 
fall below, although not by so much as the bottom quintile.

Impact of Federal Income Tax

The preceding discussion has been in terms of incomes 
before the payment of taxes. In the following paragraphs 
an initial step toward an analysis of taxes is made, in the 
form of an examination of the Federal individual income 
tax which is a major component of the total tax structure. 
A more comprehensive investigation of the total impact of 
government on the income distribution which would take 
into account the impact of all Federal, State, and local taxes, 
as well as of government expenditures, has not been 
attempted.

Taxes in relation to income

The following tabulation shows for the year 1950 the 
percentages of total family personal income absorbed by 
the Federal individual income tax at successive levels of 
income. From a negligible magnitude for incomes below 
$1,000, the effective rate (i. e., the ratio of tax liability to 
family personal income) progresses gradually to 8 percent

P ercen ta g e  o f  f a m i ly  p e r so n a l in c o m e  ta k en  b y  th e  
F edera l in d iv id u a l in c o m e  tax , 1950

F a m ily  personal incom e level T a x  ra te  
(percen t)

U nder $1,000 i n
$1,000-$1,999______________________ 1. 9
$2,000-$2,999_____________ 3. 5
$3,000-$3,999_________________________ 4. 6
$4,000-$4,999_________________________ 5. 2

$5,000-$7,499____________________ 6. 9
$7,500-$9,999______________________  . 8. 1

$10,000 and  over ____ _____ 1 8  6

All incom e groups. 8. 4

for incomes in the $7,500-$10,000 range. In the $10,000- 
and-over group the rate is about 19 percent. On the aver
age, Federal individual income tax liability absorbed about 
8K percent of total income. State and local individual 
income taxes, which are not taken into account here, took 
less than ){ percent of total family personal income in 1950.

In the interpretation of the rates in the table it should 
be noted that the definition of income underlying the income 
distributions is broader than that of taxable income underty
ing the Federal income tax. I t includes income in kind, the 
bulk of which is not taxable, and certain types of monetary 
income, such as social security benefits, which are also ex
empt from taxation. Furthermore, the income totals under
lying the present distributions include money amounts of 
other types of income that for one reason or another are 
not reported on Federal individual income tax returns.

Also, the rates given in the table are average rates for all 
consumer units in given brackets of income and therefore 
conceal substantial variation in liabilities among units. 
This is particularly true of the top bracket shown in the 
table where the range of incomes covered is very broad, but 
applies also to other income brackets where tax liabilities 
vary mainly because of differences in the number of exemp
tions claimed.

Moreover, the rates in the table represent, in effect, 
averages of bracket rates imposed upon segments of taxable 
income and are computed on the basis of income before al
lowances for deductions and exemptions. Thus, they are 
substantially lower than marginal rates applicable to incre
ments of taxable income.

After-tax incomes

The impact of the Federal income tax on family personal 
income is brought into focus by the last two bars of the 
chart just discussed, which show clearly the graduation of1. Less th a n  0.05.



Distribution of Family Personal Income
Among Major Types of Consumer Units in 1947

Nonfarm families received a preponderant share of TOTAL INCOME . . .

and their AVERAGE INCOME substantially exceeded that of farm 
operator families and unattached individuals
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Federal income taxation. The top 20 percent of consumer 
units, which received approximately 46 percent of total 
income accounted for 70 percent of total income tax lia
bility. The top 5 percent of consumer units received about 
20 percent of total income and was the source of 47 percent 
of taxes. In contrast, the bottom 20 percent which received 
about 5 percent of income accounted for about 1 percent of 
taxes. The remaining three fifths, which are located between 
the two extremes, also paid shares of taxation that were 
smaller than their shares of total income. Only as one 
penetrates into the upper quintile is the position reversed, 
with consumer units contributing a larger share of income 
taxation than their share of aggregate income. The actual 
dividing line was at about $9,000 of income.

The fourth bar of the chart shows the distribution of 
income after tax among the quintiles of the Nation’s con
sumer units classified, for comparability with the preceding 
bars, on an income before tax basis. For these broad group
ings the after-tax distribution differs moderately from the 
before-tax distribution shown in the second bar. For 
instance, the impact of the Federal income tax reduces the

percentage share of the upper quintile from 46 to somewhat 
under 44, or by roughly 5 percent.

The moderate change in the distribution of income, in 
spite of substantial differentials in the incidence of taxation, 
is due to the particular structure of the Federal income tax. 
Rates sufficiently high and progressive to result in a marked 
modification of percentage shares are reached only in the 
upper income ranges. But these upper income ranges do not 
account for a proportion of total income large enough to 
affect strikingly the distribution of income among the quin
tiles depicted in the chart.

The changes effected by the Federal individual income tax 
in the percentage shares of income were relatively much 
larger near the top of the income scale. For example, the 
percentage share of income of the top 5 percent of consumer 
units—those with incomes of over $10,500 in 1950—was 
reduced by the tax from over 20 to 18, or by about 12 per
cent, as compared with the 5 percent reduction for the top 
quintile as a whole. Corresponding percentage decreases 
would be even more striking if the analysis were carried to 
the very highest percentile groups.

M ajor Groups in 1947

Further light is shed on the structure of incomes by a sepa
rate examination of the income distribution for three different 
types of consumer units: nonfarm families, farm operator 
families, and unattached individuals. The discussion is in 
terms of the 1947 data, the last year for which reliable 
breakdowns are available. Even though prices and physical 
volumes have risen since that year, it is believed that most 
of the broad conclusions which are suggested by the situation 
in 1947 have applicability also for more recent years.

The 1947 data are all on a before-tax basis, and no analysis 
of the differential impact of the Federal income tax on the 
three types of consumer units is made. While the detailed 
results of such an analysis cannot be predicted, it seems very 
likely that on an after-tax basis the relative position of 
farmers would appear more favorable than on a before-tax 
basis.

Nonfarm families

Certain key data relating to the three types of consumer 
units are summarized in the accompanying chart. As can 
be seen, nonfarm families are the preponderant group. In 
1947 they constituted 70 percent of all consumer units and 
received 80 percent of total income. The average income 
of this group was $4,780, as compared with an average of 
$4,130 for all units. I t is for this massive group, which 
includes all multiperson families except those of farm oper
ators, that the estimates published in this report are most 
firmly founded.

The remaining 20 percent of the income went to the 
other 30 percent of consumer units, consisting of the families 
of farm operators and of unattached individuals. Farm 
operator families accounted for 11 percent of the income 
and for 13 percent of the units. For unattached individuals 
the disparity was greater. This is reflected in their average 
income, which was $1,980 as compared with $3,510 for farm 
operator families.

Farm operator families

The farm group covers all families that operate a farm as 
defined in the 1945 Census of Agriculture, including both 
owner- and tenant-operators. The total income of this 
group, from farm as well as nonfarm sources, is covered. 
Farm laborers (other than those living with a relative who 
is a farm operator) are included among unattached individ
uals or with nonfarm families rather than with farm operator 
families. The farm operator classification is not based on 
residence. A sizable number of families not classified as 
farm operators live on farms and some farm operators 
live in villages and urban communities.

Farm operator families include a considerable number of 
families to whom farming was only an incidental sideline and 
not their major economic activity. Classification of this 
group with nonfarm families would have been preferable 
because it would have resulted in a more meaningful series for 
the farm operator group, and also because there is some
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question whether sufficient allowance for the nonfarm income 
of this group could be made within the framework of the 
farm operator estimates. However, the data on farm income 
did not permit a segregation of this group, and the estimates 
must accordingly be qualified with these factors in mind.

Another circumstance bearing upon the interpretation of 
the income distribution figures for the farm operator group is 
the significant element of imputed income that is included in 
the aggregates. This income is valued, conservatively, at 
farm prices, although for some purposes, a retail valuation 
might be more appropriate. Valuation of imputed income 
at retail prices would decrease somewhat the proportions of 
farm operator families in the low income brackets.

The farm distribution also calls for comment with respect 
to the procedure by which the value of farm inventory 
change—a component of the income of farm operator fam
ilies—was distributed by income size. Since information 
on the size distribution of this item was not available from 
the basic source material, its aggregate net value in each year 
was distributed in proportion to the size distribution of 
realized net money farm income, i. e. of farm receipts less 
expenses which do not take into account the value of inven
tory change. Evidence on the distribution of farm inventory 
change is too fragmentary to permit inference as to whether a 
systematic bias was introduced by this procedure.

More broadly, the basic differences in the mode of living 
make meaningful income comparisons between farm and non
farm families very difficult. In spite of the imputation of 
key items, many forms of income and production that arise 
within individuals’ households escape measurement although 
similar items are taken into account if they are part of a 
market economy. Items thus omitted are relatively more 
important for farm than for urban families.

Also the greater complexity of urban life calls for many 
unavoidable expenditures in the course of earning one’s living 
which have no counterpart in the rural economy. On the 
other hand, the urban population has access to many types of 
consumption goods and services which are not easily available 
to farm families. For these and other reasons it is not possi
ble to measure with any degree of precision differences in the 
level of living for farm and urban families. The conclusion 
that is most usually drawn, however, is that comparisons 
based upon the present income definitions tend to overstate 
the economic status of nonfarm families relative to that of 
farm families.

Unattached individuals

Individuals who do not live with relatives are defined as 
unattached individuals. They may be living in their own 
dwelling units; or share a dwelling unit with a family or with 
another individual, for instance as lodgers or as domestic 
servants; or they may reside in boarding houses or hotels. 
Lodgers in private homes and occupants of boarding houses 
and hotels constituted about one-half of the entire group in 
1947.

It is apparent that the characteristics of this group differ 
greatly from those of multiperson families. The outstanding

difference is of course that in the case of unattached individ
uals there is usually only one claimant on income, whereas 
there are always two or more claimants on the incomes of 
multiperson families. In the interpretation of the average 
income figures of the three types of consumer units this 
difference should be taken into account.

If the three types of consumer units are ranked according 
to the average income per consumer unit, unattached indi
viduals are lowest, falling considerably below farm as well 
as nonfarm families. However, if per capita income figures 
are calculated which take the size of the family into account, 
the average income of unattached individuals appears higher 
than that of the other two groups—$1,980, as compared with 
$870 for farm operator families and $1,340 for nonfarm 
families.

Quite apart from the fact that unattSched individuals may 
be supporting dependents not living with them, this correc
tion for family size overstates the relative position of unat
tached individuals as compared with members of multiperson 
families, as far as real command over goods and services 
which yield economic satisfaction is concerned, because much 
of family consumption is of an overhead nature and benefits 
individual family members regardless of the size of the 
family. However, it is also clear that the per consumer unit 
averages, which do not make any allowance at all for differ
ences in family size, tend to create an overly unfavorable 
impression of the relative economic status of unattached 
individuals.

Distributions by income levels

The distribution of the three types of consumer units along 
the absolute income scale in 1947 may next be examined. 
The relevant data for this purpose are summarized in the 
accompanying chart.

The significant contrast is between nonfarm families on 
the one hand and farm operator families and unattached 
individuals on the other. Whereas only a small percentage 
of nonfarm families is found at the lower end of the income 
scale, a considerable proportion of farm operator families 
and unattached individuals is m that location. For example, 
less than 3 percent of the nonfarm families had incomes under 
$1,000 in 1947, as compared with 12 percent of farm operator 
families and almost 30 percent of unattached individuals. 
The reverse picture is presented in the upper income ranges. 
Thus, more than 30 percent of the nonfarm family group had 
incomes of $5,000 or more in 1947, as compared with 19 
percent of farm operator families and less than 4 perecnt of 
unattached individuals.

The following tabulation, in which the 1947 data are 
rearranged to show the percentage composition of consumer 
units in each family personal income bracket, suggests a 
similar conclusion, namely, that consumer units whose income 
is probably estimated conservatively, or units whose needs 
are on balance below the average, predominate in the lower 
income ranges. Unattached individuals and farm families 
constitute the bulk of consumer units below $2,000 and 
account for an important fraction of the next higher family

261029—53----- 3



12 A SUPPLEMENT TO THE SURVEY OF CURRENT BUSINESS

income bracket also. In contrast, nonfarm families pre
dominate in the higher income brackets and form a rapidly 
diminishing part of the total at lower levels.

C o m p o s itio n  o f  coT isum er u n its , 1947
[Percent]

Fam ily  personal incom e level A ll con
sumer units

Xonfarm
families

Farm
operator
families

U nattached
individuals

U nder 81,000. .. - -  - 100. 0 20. 9 19. 2 59. 9
$1,000-81,999_________________ 100. 0 47. 0 19. 4 33. 6
$2,000-82,999_________________ 100. 0 65. 8 13. 9 20. 3
$3,000-83,999_________________ 100. 0 81. 4 10. 0 8. 6
$4,000-84,999_________________ 100. 0 84. 9 10. 6 4. 5

$5,000-85,999_________________ 100. 0 85. 9 11. 0 3. 1
$6,000-86,999_________________ 100. 0 88. 7 8. 8 2. 5
$7,000-87,999_________  • ____ 100. 0 87. 4 10. 3 2. 3
$8,000-88,999_________________ 100. 0 87. 9 10. 1 2. 0
$9,000-89,999_________________ 100. 0 87. 1 10. 9 2. 0

$10,000 an d  over ------ 100. 0 87. 1 10. 4 2. 5

All incom e groups 100. 0 69. 6 13. 2 17, 2

The distribution of the farm operator group is an inter
esting feature of this table. The relative importance of this 
group is largest in the lowest income brackets, diminishes 
rapidly as one ascends the income scale, and then increases 
somewhat in the upper income ranges. Unattached indi
viduals accounted for a somewhat larger proportion of con
sumer units in the $10,000 and over income range than of 
those in the immediately preceding income brackets shown 
in the tabulation.

Effect of imputed income

As has already been mentioned about 95 percent of personal 
income consists of monetary flows. The remainder, imputed 
income, constituted part of each major type of income in
cluded in the personal income series except transfer payments. 
Wages and salaries in kind are least important both abso
lutely and percentagewise. Imputed profit income—in the 
form of the net value of food and fuel produced and consumed 
by farm operator families and the net rental value of owner- 
occupied homes—is largest. Imputed interest income—• 
measuring mainly free services rendered to depositors by 
commercial banks and the property income of life insurance 
companies retained on behalf of policyholders—is inter
mediate in value.

The table following shows the percentage shares of total 
family personal income inclusive of imputed items received 
by successive fifths of consumer units ranked by size of such 
income in 1947, and comparable figures for the same aggre
gate after imputed items have been removed. It can be seen 
from the table that the effect of the imputations is somewhat 
to reduce relative income differences. In other words, im
puted items constitute a larger proportion of low incomes 
than of higher incomes, on the average. This pattern reflects 
largely the distribution of imputed profit incomes and of 
imputed wages and salaries. Imputed interest income did 
not operate in this direction.

Family size and composition

To evaluate comprehensively the size distribution of in
come it would be necessary to go beyond the data for the 
three major consumer groups here presented, and to examine 
consumer units in detail with respect to the structure of 
families, the degree of their urbanization, their regional dis
tribution, and other characteristics. Unfortunately, the 
source data did not lend themselves to the development of 
breakdowns of this sort which would tie in with the present 
estimates.

However, in the table on page 13 certain data on the size and 
composition of families (farm and nonfarm taken together) 
are presented which are relevant to the present analysis. 
These distributions are based upon a definition of income 
that differs somewhat from the one used in the present 
report. Nevertheless, broad inferences with regard to cor
responding quintiles of families underlying the present report 
are permissible. The specific data, based on information 
collected by the Census Bureau, refer to 1948 but can be used 
more generally in interpreting the postwar situation since the 
relations displayed have considerable stability.

D is tr ib u tio n  o f  f a m i ly  p e rso n a l in c o m e  in c lu sive  a n d  
exclu sive  o f  im p u te d  in c o m e , 1947

[Percent]

Quintile 1

F am ily
personal
income

(including
im puted
income)

F am ily  
personal 
incom e 

excluding 
im puted  
incom e 2

5. 0 4. 3
2 __ _ _ _ _ _ _ _  __ _ _ _ 11. 0 10. 7
3 _ _ _ _ _ 16. 0 16. 0
4____________________________________________ 22. 0 22. 2
H ighest__  __  - - ------ 46. 0 46. 8

T otal _ — 100. 0 100. 0

1. Consum er un its  ranked  by size of th e  income indicated  in column 
heading.

2. In  sub trac ting  th e  several im pu ted  item s, food and  fuel produced 
and  consum ed by farm  operator families was taken  a t  gross ra th e r th an  
n e t value because a separate estim ate of expenses incurred  in  connection 
w ith  hom e-produced food and  fuel could no t be derived.

Most directly relevant to the present discussion is the in
formation on family size, as an indicator of the claims made 
on total family incomes in the successive quintiles. The 
average size of the family is lowest in the bottom fifth of 
families—somewhat in excess of 3 persons—and is seen to 
rise in the succeeding quintiles until it reaches almost 4 in the 
top fifth. In other words, on the average the larger the size 
of family income the larger is the number of persons sharing 
it. Thus, allowance for differences among income groups in 
the number of persons dependent on a common family income 
operates to increase somewhat the relative shares of income 
received by the lower fifths and to decrease the shares of the 
upper quintiles.

The relatively small average size of family in the lowest 
fifth reflects the numerical importance of two-person fami
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lies—representing in large part older-aged or newly married 
couples—in that quintile. The Census data for 1948 indi
cate, for example, that two-person units accounted for 47 
percent of all families within the lowest fifth, as compared 
with 33 percent within the second fifth, and 28, 26, and 22 
percent, respectively, within the next three higher fifths.

The table opposite also shows that the average number of 
earners increases markedly as we ascend the income scale— 
from 1 in the lowest fifth to 2 in the top fifth. The number 
of children under 18 years per family, on the other hand, in
creases from the first to the second and third quintiles, but 
decreases subsequently, from the third to the fourth and 
again to the top fifth.

The latter movement may be related to the typical life 
cycle of families. The smaller number of children in the 
low bracket reflects a disproportionate number of newly 
married and aged couples without minor children. In the 
second and third quintiles growing families, whose earning 
capacity is increasing, preponderate. The decrease in the 
number of children under 18 years at the top of the income 
scale reflects the predominance of mature families that have 
reached the peak of their earning power and whose children 
have grown up and are no longer in a dependent status.

This interpretation is confirmed by figures shown in the 
table for the percentages of families without any children 
under 18 years within the several fifths. The proportion 
drops sharply from the lowest to the second fifth, drops

again from the second to the third fifth, and then rises in the 
fourth and again in the top fifth.1

Also indicative of basic differences in family composition 
among the several quintiles are the census-based data on the 
proportion of families with heads aged 65 years old and over.

13

F a m ily  c o m p o s it io n , 1948

Quintile 1

Average number of— Percent of families

Media 
age of 
family 
head

Persons
per

family

Earners 
14 years 
old and 
over per 
family

Children under 18 
years

Without 
children 
under 18 

years

With 
heads 

aged 65 
years old 
and overPer

family

Per 
family 

with 1 or 
more 

children

L ow est 3. 29 1. 06 1. 14 2. 36 51. 9 27. 6 52
2___________ 3. 52 1. 32 1. 29 2. 12 39. 7 11. 2 42
3___________ 3. 58 1. 40 1. 30 2. 05 37. 2 7. 7 41
4 ___________ 3. 62 1. 62 1. 19 1. 99 40. 7 6. 7 42
H ig h e s t . 3. 94 2. 03 1. 03 1. 93 47. 1 7. 9 47

1. Families ranked by size of family money income (before income taxes).

This proportion is markedly higher for the lowest fifth of 
families—28 percent—than for the other quintiles, where it 
ranges between 7 and 11 percent. The median age of family 
head was also highest for the 20 percent of families with 
lowest incomes. As the table indicates, the median was 52 
years in that fifth, as compared with 42, 41, and 42 years, 
respectively, in the next three quintiles, and 47 years in 
the top fifth.

Changes in Income Distribution

From 1944 to 1950—the period covered by the size dis
tribution series presented in this report—there was a marked 
rise in aggregate current dollar family personal income. 
This income (before income taxes) totaled $148 billion in 
1944, $171 billion in 1946, $185 billion in 1947, and $217 
billion in 1950. Average income per consumer unit, in 
current dollars, increased from $3,610 in 1944 to $3,940 in 
1946, $4,130 in 1947, and $4,460 in 1950.

Current dollar incomes

These increases were reflected in upward shifts in the dis
tribution of consumer units by current dollar income brack
ets. As the chart indicates, the proportions of families and 
unattached individuals in income brackets under $4,000 
declined and the percentages in the higher brackets increased.

In 1944, for example, 30 percent of the consumer units had 
incomes under $2,000, as compared with 23 percent in 1950. 
The proportions with incomes between $2,000 and $4,000 in 
the two years were 40 and 34 percent, respectively.

In contrast, the percentages of consumer units in all 
brackets above $4,000 increased, with the largest relative 
rises taking place above $5,000. In 1944, there were 15 per
cent of the families and unattached individuals in the income 
range between $5,000 and $10,000, and 3 percent in the range 
$10,000 and over; in 1950 the corresponding proportions were 
23 and almost 6 percent.

Real incomes

If calculations are made to eliminate the effect of price 
changes by expressing the income figures for all of the years 
in terms of the prices of a single year, it is found that the 
increase in total family personal income over the 1944-50 
period is relatively small. In fact, it does not appear on a 
per consumer unit basis except for the span from 1947 to 
1950.

1. I t  is in te re s tin g  to  n o te  t h a t  w hen  fam ilies w ith o u t a n y  ch ild ren  
u n d e r  18 y ears  a re  excluded— i. e., w hen  th e  ca lcu la tio n s a re  m ad e  in 
te rm s  of th e  m ean  n u m b er p e r  fam ily  h a v in g  one or m ore  ch ild ren  u n d e r  
18 y ears— th e  av erag e  n u m b e r o f 'c h ild re n  decreases th ro u g h o u t th e  
q u in tile  ran g e . N o n e  of th e  figures on  ch ild ren  p re sen te d  h ere  sh o u ld  
be  in te rp re te d  as b i r th  ra te s  m ain ly  b ecause  ch ild ren  18 y ears  o ld  
a n d  over a re  n o t  covered  in  th e se  s ta tis tic s .
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Percent Distribution of Consumer Units 
by Size of Family Personal Income
In terms of current dollars, the proportions of consumer units in income 
brackets above $4,000 increased markedly between 1944 and 1950
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However, the deflated income figures for this period do not 
measure with any real precision the actual changes that 
occurred. In the first place, the price deflators that can be 
constructed probably exaggerate the price rise that took 
place directly after the end of World War II because they 
understate the price level during the war. This under
statement is due to the fact that certain “hidden” increases 
in prices that occurred during the war were not reflected in the 
wartime price indexes.

Secondly, certain additional factors must be taken into 
account in interpreting the income figures over this period 
from the standpoint of changes in the standard of living. 
The effects of rationing and of forced saving during the war 
resulting from shortages of consumer goods meant that 
family expenditures for goods and services accounted for

much smaller proportions of total family income in the war 
years than in the postwar period. This factor together with 
changes in the rates and impact of the Federal individual 
income tax make it extremely difficult to determine the 
changes in real incomes that took place over this period. 
Furthermore, even in less unusual periods price indexes, 
which refer to goods and services, are not fully adequate for 
deflating family incomes which are used also for taxes and 
saving.

In addition, variations in the composition of families, such 
as in the size of the consumer unit dependent on the family 
income, introduce further difficulties in determining changes 
in real income. Between 1944 and 1946, for example, the 
average number of persons per consumer unit increased, 
reflecting the return to civilian life of large numbers of
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military personnel, and after 1946 fell sharply as a result of 
the high rate of family formation in the postwar period.

In this connection it may be noted that deflated consump
tion expenditures per consumer unit increased during all of 
the years covered in the report, in spite of the limitations of 
the price deflators.

Relative income distribution

To compare the relative distributions of income in the 
several years covered in this report, the percentage shares of 
total family personal income received by successive fifths of 
consumer units ranked by size of such income were calculated 
for each year. These are shown in the accompanying 
tabulation.

It may be noted that comparisons in terms of family 
personal income after income taxes would also have been 
useful. However, except for the estimates of the distribution 
of income after Federal individual income taxes for 1950 that 
were discussed earlier, such after-tax distributions have not 
been calculated.

In examining the table it is important to remember that 
the figures measure changes in the relative distribution of the 
real income available to consumer units in the various 
brackets only insofar as changes in the cost of living were 
similar for all income groups. To the extent that such 
changes operated differentially, changes in the distribution of 
real income would differ from the patterns shown in the table. 
Allowance for such possible differential changes could not be 
made.

It should also be kept in mind that these figures reflect the 
average experience of broad income groups and do not 
indicate that individual consumer units necessarily shared 
that experience. Consumer units comprising any one quin
tile are not identical units from year to year. For example, 
to the extent that individual units shifted their relative 
position on the income scale—e. g., moved from a given 
fifth in one year to a higher or lower fifth in another—they 
may have experienced very large relative changes in income 
status that are concealed by the average changes shown in 
the table.2 I t may be noted that as a result of these shifts in 
the relative position of given consumer units, an income 
distribution in which family incomes received during several 
adjacent years are combined will tend to show a smaller 
relative dispersion than distributions reflecting annual family 
incomes. (See chapter 3.)

The tabulation shows that the pattern of relative income 
shares was basically similar in all four of the years covered 
in the report. There was a slight rise in the percentage 
share of the top fifth of consumer units between 1944 and 
1946 and a small decline thereafter, so that the relative share 
of this top group, as well as the corresponding shares of the 
other quintiles, were about the same in 1950 as in 1944.

In other words, the marked rise in current dollar incomes 
that occurred during this period apparently did not serve to

2. An analysis of incom e changes betw een successive years for 
identical groups of spending un its  classified by income bracket is 
included in  th e  Federal Reserve B oard surveys. See, e. g., Federal 
Reserve Bulletin, A ugust 1950, pp. 953-954, and  Septem ber 1952, 
pp. 992-993.

alter to any significant degree the pattern of relative income 
differences as measured in this way. A similar stability in 
relative shares appears if the comparison is made for smaller 
groups of consumer units, e. g., for deciles, and also if atten
tion is focused on the very top income groups. As the table 
indicates, the percentage shares of the top 5 percent of con
sumer units, for example, varied only slightly over this 
period.

The stability in the relative income shares may to some 
extent reflect certain of the inadequacies in the basic data. 
Thus, in the absence of satisfactory size distribution statis
tics for the farm operator group for the several years, it was 
assumed that relative income differences in this sector were 
basically the same over the period covered here. But the 
stability in relative shares appears also in the more firmly  
based nonfarm sector where the size distributions were de
veloped, as has been explained, by combining annual data 
from tax returns and the sample field surveys. Although 
the 1950 distribution is preliminary, there is no reason to 
believe that the pattern shown in the table will be altered to 
any significant extent by revisions based on the fully de
tailed tabulations of tax returns that will become available 
for that year.

D is tr ib u tio n  o f  f a m i ly  p e r so n a l in c o m e , 1944, 1946, 1947,
a n d  1950

[Percent]

Quintile 1944 1946 1947 1950

Lowest 4. 9 5. 0 5. 0 4. 8
2__________ ____ 10. 9 11. 1 11. 0 11. 0
3_____________  _______ 16. 2 16. 0 16. 0 16. 2
4_____________________________ 22. 2 21. 8 22. 0 22. 3
H ighest 45. 8 46. 1 46. 0 45. 7

T o ta l 100. 0 100. 0 100. 0 100. 0

T op 5 percent 20. 7 21. 3 20. 9 20. 4

Stability in the relative shares of the top income groups in 
the period since 1944 is shown also in a recent study by Dr. 
Simon Kuznets. His figures for the percentage shares of 
income (“economic income variant”) received by the top 5 
percent of the population are 18.7 for 1944, 20.0 for 1946, 
19.1 for 1947, and 19.3 for 1948.3

The absence of significant variation in the relative distri
bution of income for the 1944-50 period, it should be noted, 
applies to a fairly short time span that was generally charac
terized by prosperous economic conditions. It should not 
be taken to apply to longer run time periods or to periods of 
marked cyclical changes.

3. Shares of Upper Income Groups in  Income and Savings, Simon 
K uznets assisted by E lizabeth  Jenks, N ational B ureau of Economic 
Research, New York, 1953, pp. 453, 635 (w ith th e  figure for 1948 
ex trapo lated  by “ basic v a rian t” series). T he definitions and  sta tistical 
m ethodology adop ted  by  K uznets differ from those underlying th is re
port, so th a t  exact q u an tita tiv e  correspondence in  th e  tw o sets of esti
m ates cannot be expected. For example, th e  p resen t series applies to 
th e  to p  5 percen t of consum er un its  (families and  u n a ttached  individuals) 
whereas K uznets’ figures are for th e  to p  5 percent of th e  population 
(the 5 percent of persons represented  on those individual income tax  
retu rns reporting  the  highest per cap ita  incomes).
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Kuznets’ data show that in contrast to the recent stability 
the percentage shares of income received by the top 1 and 5 
percent of the population decreased very markedly during 
the years of economic expansion following 1939, and that a 
downward trend in these shares appears to have begun after 
1929. This decline appears in the before-tax as well as in 
the after-Federal-income-tax measures of income used by 
Kuznets though it is most pronounced in the latter case.

Among the reasons adduced by Kuznets for the sharp 
decline after 1939 in the before-tax income shares of the top 
income groups was a lessening of relative differences in the 
distribution of wages and salaries. This followed in part 
from the decline in unemployment that took place from 1939 
on, in part from the greater than average wage increases 
between 1939 and 1948 in those sectors where average wages 
were relatively low in 1939, and in part from the shift of 
workers away from low-wage sectors during that period. 
Another important factor making for reduced percentage 
shares of income received by the top few percent of the popu
lation was a decrease over the period in the relative impor
tance of property income in the aggregate income total of

the Nation and a corresponding increase in the total of other 
income shares.

An examination of available data indicates that the years 
between 1944 and 1950 covered in the present report were 
characterized by a relative stability in the several factors 
discussed for the longer run by Kuznets. Unemployment, 
of course, was at a low level throughout the war and postwar 
periods. While data confined to the wage-salary income 
share are not directly available, the Census Bureau sample 
survey data indicate that only a very slight decrease occurred 
between 1944 and 1950 in relative income differences among 
wage-salary families, i. e., those whose major earnings were 
from that source.

Also, the composition of family personal income in terms 
of broad types of payment remained relatively stable over 
this period. For example, the percentage of total family 
personal income accounted for by dividends and personal 
interest income in the 4 years studied in this report varied 
only between 7 and 9 percent, and the combined share of 
wages and salaries, other labor income, and transfer pay
ments received by families and unattached individuals, 
varied only between 69 and 71 percent.

Composition of Family 
Personal Income in 1950

$14.4 Billion 
Transfer Payments

Total, $216.8 Billion



Chapter 3

Income and Income Recipient Unit

I n  THIS chapter the definitions of income and of the income 
recipient unit will be discussed in turn. The statistical 
sources and methods used to derive estimates conforming to 
these definitions are described in the following appendix.

Family personal income, the income total that is distrib
uted by size, may be defined briefly as the current income 
received by families and unattached individuals from all 
sources, inclusive of transfers. I t represents the income that

is available to these consumer units for personal taxes, con
sumer outlays, and saving.

A family is defined as a group of two or more persons re
lated by blood, marriage or adoption, and residing together. 
Unattached individuals are persons not living with relatives, 
other than military personnel on post and members of the 
civilian institutional population. The latter two groups are 
excluded from the size distribution estimates.

Family Personal Income
The new series on the size distribution of income is inte

grated both definitionally and statistically with the personal 
income series published by the Office of Business Economics.

Relation to personal income

In estimating total personal income, however, nonprofit 
institutions, and private trust, pension, and welfare funds are 
consolidated with individuals proper, and the income which 
they receive is considered part of the total, as being received 
on behalf of individuals. Since the transactions of these 
institutions and funds are relatively small, this merger is a 
convenient device which permits an accounting for the in
come flow that is much simpler than the one that would be 
necessary if these entities were kept apart.

In contrast, it is preferable to exclude nonprofit institutions 
and private trust, pension, and welfare funds from the stand
point of preparing income size distributions. It would not 
be meaningful to classify them by the size of their own in
come; and to allocate their income to consumer households 
would be rather artificial.

A second source of difference between personal income and 
the income total underlying this report is that the income 
size distributions are confined to the civilian noninstitu- 
tional population. Members of the armed forces living on 
posts; and the civilian institutional population—inmates of 
penal and mental institutions, and residents of homes for 
the aged, infirm and needy—are excluded.

It is evident that the classification of the institutional 
population by size of income would not be particularly mean
ingful. That of the armed forces would constitute a more 
interesting and significant extension of the data. However, 
comparisons with the distribution of civilian incomes would 
be difficult, because of the distinctive nature of military 
service. For most analytical purposes the size distribution 
of civilian incomes would have to be kept separate; its sig
nificance is not impaired by lack of data pertaining to the 
armed forces.

Derivation of family personal income

Aggregate family personal income is derived from personal 
income by making two sets of subtractions, the first for the 
personal income of institutions and the second for the per
sonal income of the institutional population.

The former item consists of the property income of non
profit institutions—religious organizations, social and ath
letic clubs, labor organizations, nonprofit schools and 
hospitals, charitable and welfare organizations and other 
nonprofit organizations serving individuals—of transfer pay
ments (grants and gifts) to such institutions from govern
ment and business (net of transfers by nonprofit institutions 
to individuals), and of the undistributed income of private 
trust, pension and welfare funds.

The income of the institutional population consists of the 
income of military personnel on post (net of family allow-

17
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ances and allotments) and of the income of the civilian 
institutional population. The pay of members of the Armed 
Forces who returned to civilian life during the year is not 
counted as part of the military deduction. Conversely, the 
civilian pay of persons entering the Armed Forces during 
the year is included in the deduction.

These adjustments to net military income are necessary 
because the incomes of the civilian population are defined to 
cover the total income received during the year by individuals 
who were in civilian noninstitutional status at the year end. 
The implications of this definition for the size distributions 
are discussed below.

In principle, the deduction for the income of the civilian 
institutional population is similarly measured. Deducted 
also is an allowance for the income of persons who died during 
the year.

Definition of family personal income

In analogy to personal income, the personal income of 
families and unattached individuals may be defined as the 
current income received by families and unattached indi
viduals from all sources, inclusive of transfers.1

It covers incomes derived from all sectors of the economy: 
from the business system; from the household economy, for 
productive services—such as domestic services—rendered 
within its framework; from nonprofit institutions, and private 
trust, pension, and welfare funds; from the Federal, State, 
and local government; and from abroad. It is measured as 
the sum of wage and salary receipts (net of social insurance 
contributions), other labor income, proprietors’ and rental 
income, dividends, personal interest income, and transfer 
payments. It is the income total that is available to families 
and unattached individuals for personal taxes, consumer 
outlays, and saving.

Significant aspects of the definition of family personal 
income are discussed most conveniently in connection with 
its breakdown by type of payment. Even though this 
breakdown does not appear separately in the family income 
distributions presented in this report, a brief discussion of 
the components will make more meaningful the aggregate 
that is distributed according to size of family income. For 
a more detailed explanation of personal income, in the con
text of the complete set of the national accounts, the reader 
is referred to the 1951 National Income supplement to the 
Survey  of Current B u sin e ss .

Labor income

Wage and salary receipts and other labor income represent 
incomes received by individuals in an employee status. In 
addition to the items of monetary remuneration commonly 
so regarded, wages and salary receipts include executives’ 
compensation, commissions, tips, and bonuses, and also 
payments of imputed income or income in kind. These and 
other imputed components of personal income are discussed

1. I t  should be no ted  th a t  transfers am ong fam ilies (and u na ttached  
individuals) have  n o t been m easured, because of lack of adequa te  
s ta tis tica l inform ation.

separately below. Other labor income (in family personal 
income) consists of compensation for injuries, pay of the 
military reserve, and a few other minor items.

Wage and salary receipts are counted when paid and are 
net of social insurance contributions. These contributions 
consist of employer and employee contributions to govern
ment administered funds set up under the Social Security 
and Railroad Retirement programs, State health insurance 
funds, the retirement funds established for government 
employees, and military life insurance funds. They are 
excluded from personal income because they are not received 
by individuals; and this is probably the most appropriate 
treatment, especially since benefit payments from social 
insurance funds are included in personal income.

As an alternative it would be possible to define personal 
income before deduction either of total contributions for 
social insurance or before deduction of employees’ contribu
tions. The payments of these contributions would then be 
treated analogous to personal taxes and nontax payments 
which, including the part withheld at source, are considered 
as one of the uses to which personal income is put.

Business earnings

Proprietors’ and rental income measure the net earnings 
of private enterprises other than corporations. Proprietors’ 
income consists of the earnings of sole proprietorships and 
partnerships, and covers farm and nonfarm enterprises as 
well as independent professional practitioners. Monetary 
earnings as well as income in kind is included.

Rental income of persons consists of the supplementary 
income of individuals from the renting of property and also 
includes both monetary and imputed items.

The definition of monetary business earnings follows Fed
eral income tax practice very closely, with the following sig
nificant exceptions pertaining to (1) capital gains and losses, 
(2) the valuation of inventory change, (3) depreciation and 
kindred allowances, and (4) property income received.

1. Capital gains and losses are excluded. A case can be 
made for the desirability of counting them as part of family 
personal income, but the difficulties involved in framing a 
logical and statistically feasible definition of capital gains 
and losses would in any event suggest their exclusion from 
the estimates. Capital gains and losses incurred by indi
viduals in a nonbusiness capacity are similarly excluded 
from family personal income.

2. Inventories used up in production are consistently val
ued at current replacement cost prices in order to arrive at 
a proper definition of business earnings accruing from cur
rent production. In prevalent methods of inventory ac
counting used by business the book cost of inventories used 
up may differ from current replacement cost and therefore 
give rise to positive or negative elements in reported profits 
which reflect the price changes of assets rather than earnings 
from current production.

3. In arriving at net business income in the framework of 
the national income accounts no deduction is made for 
depletion.
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Depreciation charges are in general based upon Federal 
income tax practice—original cost to purchaser. However, 
in the case of farm proprietors’ income, depreciation is fig
ured on a current replacement cost basis. For statistical as 
well as conceptual reasons this method, which is inherently 
preferable in the context of measuring current income and 
accords with the treatment given to inventories, has not 
been extended to other industries.

4. Finally, incidental property income received by unincor
porated enterprises is generally excluded in calculating net 
business incomes, and counted as flowing directly to the own
ers of unincorporated enterprises in their personal capacities.

Dividends and interest

Dividends and personal interest income represent incomes 
derived from the ownership of securities, loans, and other 
financial claims.

The monetary component of personal interest income 
includes government interest received by individuals as 
well as interest originating in other sectors of the economy. 
In addition to these monetary flows, personal interest income 
has important imputed components.

Transfer payments

Finally, transfer payments consist of payments to families 
and individuals, other than government interest, for which 
no current productive service is rendered. Government 
transfer payments preponderate, but smaller amounts are 
also paid by business, and (in the context of family personal 
income) by nonprofit institutions and private pension and 
welfare funds.

One major type of government transfer payments con
sists of social security benefits under the social security 
and allied programs, including retirement programs for 
Federal, State, and local government employees, and 
Government life insurance schemes. Public assistance is 
another important type of transfer. Another significant 
subgroup comprises payments to former members of the 
Armed Forces. These include military pension, disability, 
and retirement payments, mustering-out payments and 
terminal leave benefits to discharged servicemen, and re
adjustment, self-employment, and subsistence allowances 
to veterans.

The major element in business transfer payments is bad 
debts incurred by consumers. The treatment of this item 
as a transfer payment becomes fully understandable only 
in the context of the complete set of national accounts. 
In these accounts consumer expenditures are, in general, 
valued at full market prices and no allowance is made for 
consumer defaults. Hence, in order to arrive at a correct 
amount of consumer saving, consumer bad debts must be 
considered part of consumers’ income and are conveniently 
regarded as transfers for which business receives no quid 
pro quo.

Transfer payments by nonprofit institutions and private 
pension and welfare funds include cash relief and pensions 
distributed by these entities.

Imputed incomes

Personal income includes in addition to monetary income 
flows certain imputed items.

As has been noted in the 1951 National Income supple
ment to the Survey  of Current  B u sin ess , these imputa
tions constitute departures from the basic core of monetary 
transactions on which the national income and product 
estimates are built into an area where measurement is much 
more difficult because of the problems of selection and 
valuation that are involved. The principle of including 
nonmonetary income flows that are relevant to economic 
analysis provides a general guide, but the selection and 
treatment of particular items must to a considerable extent 
remain pragmatic or conventional.

The imputations in personal income can conveniently be 
discussed in three groups: those affecting labor income (im
puted wages and salaries), those affecting proprietors’ and 
rental income (imputed profits), and those affecting personal 
interest income (imputed interest).

Wages in kind

An imputation is made for wages and salaries paid in 
kind in the form of food and lodging in industries in which 
this type of arrangement is of quantitative importance and 
is regarded as involving a clear addition to income. Im
puted items are valued at cost to the employer.

In the context of family personal income the major items 
of this type are the value of food provided free to domestic 
servants and the free food and lodging furnished to farm 
laborers. Among the remaining food imputations are wages 
in kind of workers employed in eating and drinking places. 
Employees of nonprofit institutions—such as churches and 
hospitals—are another significant group for which an impu
tation is made. An allowance for free food as well as free 
lodging is included.

Imputed profits

Two profit-type imputations are made: One for the net 
rental value of owner-occupied farm and nonfarm dwellings 
and one for the net imputed value to farm proprietors of 
food and fuel produced and consumed by them.

The imputation for the rental value of owner-occupied 
homes provides comparable treatment between rented and 
owner-occupied housing. I t treats home ownership as a 
business producing housing services which are sold to the 
homeowner in his capacity as a tenant. For nonfarm owner- 
occupied units these sales are estimated in terms of the sum 
for which the particular type of home could be rented, and 
the expenses of the homeowners are deducted to obtain 
net rent.

The imputation for food and fuel produced and consumed 
on farms is accomplished by counting the value (at farm 
prices) of food and fuel produced and consumed on farms as 
farmers’ receipts in addition to actual marketings. The cost 
chargeable to these receipts to derive net income—farmers’ 
expenses and inventory change—are similarly calculated

261029—53-
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without a segregation between output that is marketed and 
output that is consumed on the farm.

Imputed interest

Among all the imputations, those affecting the interest 
flows are undoubtedly the most complex. They are of two 
distinct types, one exemplified by an imputation of interest 
income derived from commercial banking, the other by 
imputed interest income derived from life insurance. Both 
suggest themselves strongly in devising an integrated set of 
national accounts—taking cognizance not only of personal 
income, but also of its disposition as well as of the inter
meshing income and product flows of the rest of the econ
omy—and can be fully understood only in that context.

An imputation of interest in connection with commercial 
banking is made in drawing up the national income and 
product accounts because in large part the productive opera
tions of that industry are not charged for explicitly but are 
financed by the retention of property income earned on loans 
and investments. If only the explicit sales (service charges) 
of the banking industry were taken into account a serious 
underestimate of its contribution to total production would 
be involved.

To prevent such an underestimate an allowance is made for 
productive services furnished by the banking industry free 
of explicit charge. This item is measured by the excess of 
property income earned over interest actually paid out to 
depositors. I t  is assumed that these services consist mainly 
of the handling of deposits (checking, bookkeeping, and 
investment services) and that they accrue to the owners of 
these deposits in proportion to the volume of deposits held. 
To the extent that consumers own bank deposits they derive 
a pro rata share which is measured by imputed interest 
income. Similar, but quantitatively much less important, 
imputed flows arise in connection with the investment trust 
type of financial institutions.

The life insurance imputation treats the property income 
earned by life insurance companies as distributed to policy
holders. This treatment is dictated primarily by the fact 
that it is the only one devised so far that will give a consistent 
treatment of saving with special reference to life insurance. 
It is paralleled by an inclusion of the operating expenses of 
life insurance companies in consumer expenditures and the 
exclusion of premium and benefit payments from the purview 
of the accounts.

I t can be seen that as far as the effects on the measurement 
of saving is concerned this merging of the income and ex
penditures of life insurance companies with those of con
sumers is tantamount to a combination of consumer and 
life insurance saving. The resulting saving figure measures 
the net change in the assets and liabilities of life insurance 
companies and consumers on a consolidated basis.

Somewhat similar, but quantitatively much less important 
imputations, are made for mutual financial institutions other 
than life insurance.

Role of imputed income

In deciding to include imputed as well as monetary items 
in family personal income consideration was given to the 
recent tendency in this country to confine the income concept 
to monetary items in studies of income size distributions.2 
This tendency contrasts with earlier endeavors to include 
imputed income flows as well as with the practice under
lying some outstanding studies of income size distribution 
made in other countries.

Two elements seem to be involved in this tendency. In 
the first place, it is prompted by the difficulties of obtaining 
meaningful information on imputed items from respondent 
families in field surveys of income size distribution. Sec
ondly, it is due to the belief that purely monetary flows are 
more significant for economic analysis.

In planning the present report the statistical argument 
was discounted because of the desire to integrate the size 
distributions with the personal income series and because 
tolerably reliable estimates of the size distribution of imputed 
items could be obtained on the basis of relationships from 
earlier surveys or from indirect evidence. For instance, 
imputed interest originating in banking could be distributed 
on the basis of information on the ownership of bank deposits.

The omission of imputed items has been advocated on 
conceptual grounds, mainly because no techniques have yet 
been devised to value them in a manner which will ensure 
their equivalence with the monetary flows with which they 
are combined. There is a great deal of truth in this argu
ment, and it may also be granted that the inclusion of im
puted income flows may lead to some difficulties in the use 
of detailed size distribution data which are absent in the 
case of the aggregate estimates. From the standpoint of 
the broad overall view of the income structure of the economy 
which is here intended, however, an inclusion of imputed 
income flows is preferable to their neglect.

In the case of wages and farm profits the case for imputa
tion is very strong in spite of the disadvantages that may be 
introduced through inadequate methods of valuation. The 
case for the net rental imputation is similar. The interest 
imputations, however, are of less direct significance in per
sonal income studies. As has already been explained, the 
life insurance imputation is made because it permits a 
treatment of saving that is consistent and meaningful 
accounting-wise. Finally, the commercial banking interest 
imputation could have been omitted from the series without 
practical loss to the size distribution estimates. The major 
consideration in favor of inclusion in this instance was the 
desire to obtain as complete integration as possible between 
the new series on family personal income and the rest of the 
national accounts.

2. T he definition of incom e w hich underlies recen t field surveys of 
incom e size d is tribu tion  differs from  th e  concept of fam ily personal 
incom e m ainly  because i t  excludes im puted  incom e flows. M ost o ther 
differences can be regarded best as sta tistical, being suggested largely 
by th e  n a tu re  of th e  inform ation  th a t  can be obtained from  field 
surveys (as d is tinc t from  th e  sources from  which th e  na tiona l aggregates 
are  derived). See p a r t  1 of th e  appendix.
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Time period

The incomes distributed by size in this report are those 
received during a given year. The choice of this time period 
is the only practical one for a general purpose time series such 
as that presented here. Its effect on the relative income 
differences shown by the data should, however, be noted.

If the time period chosen had been longer than a year, it 
is likely that the relative income differences shown would 
have been smaller than those that appear for any given year 
in the report. The relative position of individual units along 
the income scale tends to change to some extent from year to 
year. (For instance, temporary factors, such as extraor
dinary business gains or losses, or sickness and unemploy
ment, which place individual units at the extremes of the 
income distribution in any given year, tend to cancel out if 
incomes received over several years are combined.) Given 
this circumstance, and provided that the relative distribu
tions in the adjacent years approximate each other, combined 
distributions will show smaller relative income differences 
than annual distributions. Conversely, income distributions 
for a period shorter than a year will show greater dispersion 
than annual distributions under these assumptions.3 *

Size distributions of national income

The size distribution of income given in this report has been 
envisaged as a breakdown of the income total appearing in 
the personal account. From the standpoint of functional 
studies of consumer behavior it is a useful aggregate, and it is 
useful also for comprehensive studies of the distribution of 
the national output. However, in the latter connection 
certain limitations of the concept should be noted.

It does not take account of certain items of income that

ultimately accrue to individuals but are not distributed to 
them (such as undistributed profits). And it takes only 
partial account of the role of government in the effective 
distribution of income: the effects of government transfer 
payments are considered, but the effects of taxation and the 
incidence of government services on the various income 
groups are not taken into account.

To obtain a comprehensive view of income distribution and 
of the effects on it of government receipts and expenditures 
it might be preferable to start with the national income 
aggregate and to allocate it to the various income groups 
whether or not the income has been actually distributed. 
Next, the effect of transfer payments and taxation on the 
income distribution would be taken into account. Finally, 
an allowance for the effects of government services on the 
various income groups could be allowed for.

In this manner a very comprehensive view of income 
distribution could be obtained. It is clear, however, that 
this could not be done by tracing the actual course of income 
flows but only on the basis of supplementary assumptions. 
For instance, undistributed corporate profits would have to 
be allocated among families in proportion to the flow of 
dividend payments or according to data on the distribution 
of corporate ownership by family income level. The effect 
of taxation could be calculated only on the basis of detailed 
assumptions as to tax shifting and incidence. The allocation 
of government services would create the most serious con
ceptual and statistical problems.

A comprehensive study of this type would represent a 
special analytical investigation based on assumptions that 
might not receive general consent, rather than the provision 
of a new set of statistics usable in various types of analysis, 
which is the prime objective of the present report.

The Family Unit

As has been indicated in connection with the definition of 
family personal income, the population covered by the size 
distributions is the noninstitutional civilian population of 
the continental United States. Members of the Armed 
Forces on post as well as the civilian institutional population 
are excluded. So are nonprofit institutions, and private 
trust, pension and welfare funds, entities which are treated 
as personal income recipients within the context of total 
personal income.

Classification into families

The noninstitutional civilian population is grouped into 
families (and unattached individuals not living in families).

3. In  add ition , even if th e  specific assum ptions m ade in  th e  tex t 
are  n o t m et, i t  is tru e  th a t  th e  re lative dispersion in a  d istribu tion  in 
w hich th e  basis of classification is to ta l fam ily incom e received over a 
period of several years, canno t be larger th a n  th e  w eighted average of 
th e  re lative dispersions for th e  several individual years (where th e
w eights represen t to ta l incom es in th e  several years).

It is these units that are classified by7 size of income in the 
size distribution statistics.

Thus the family is regarded as the ultimate unit of classi
fication appropriate for the overall general purpose estimates 
of income size distribution published in this report. Distri
butions in terms of alternative units of classification are 
seen as belonging in the province of analytical studies 
directed at specific objectives. This decision to regard the 
family as the unit of classification reflects the fundamental 
importance of that institution in the fabric of our society. 
We cannot dispense with it as the central point of reference 
in analyzing the economic status of the population, and it 
constitutes the basic unit also for the study of consumer 
behavior as affecting the working of the economy.

In the former type of investigation it will be found that, 
even though the status of the human individual is the ulti
mate concern, the family must be used as the basic unit for 
analysis. This is so because the economic interdependence
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among family members makes it difficult to evaluate the 
living standard of an individual member except within the 
context of the family.

A large part of family income is allocated to items that 
involve benefits to individual family members which are to 
a large extent independent of the size and composition of 
the family—expenditures for many consumer durables are 
an obvious example, but many nondurable and service ex
penditures have similar “overhead” aspects, and saving, as 
provision for unexpected contingencies, to a degree belongs 
in the same category. Essentially because of this “over
head” nature of main- of the benefits derived from family 
income, the family must be the basic unit of analysis.

Needless to say, it will often emerge that the investigation 
cannot be pushed far enough without distinguishing further 
among families of different types. However, the further 
distinctions that must be made depend on the particular 
problem that is under examination. No general definition 
of the income receiving unit emerges, superseding that of the 
family.

Most functional studies of the economy suggest the same 
lesson: In studying the relation between income and con
sumption and saving, for example, the family cannot be 
superseded, because it is the basic unit deciding upon the 
disposition of a common family income. Intensive investi
gation will, however, have to distinguish among different 
types of families.

There are exceptions to this generalization. In functional 
studies of the economy in which individuals appear in their 
capacity as producers rather than consumers, the individual 
earner may be preferable to the family as the basic unit of 
classification. But since this type of use of income size dis
tributions is much less widespread, the size breakdowns 
which they require must be regarded as information supple
mentary to the family distributions.

Definition of family

In this report, a family is defined in the same way as in 
recent releases of the Bureau of the Census, as a group of 
two or more persons related by blood, marriage or adoption, 
and residing together. Unattached individuals (“unrelated 
individuals” in the Census Bureau releases) are defined as 
persons not living with relatives.4

This “demographic” definition of the family, specifying the 
criteria of common domicile and relationship, has been 
adopted in contrast to a group of definitions in which the 
common use of family income is substituted for the rela
tionship criterion. These “economic” definitions of the 
family bring out the fact that from the standpoint of eco
nomic analysis it is the financing of common benefits out 
of common resources that is essential in the definition of the 
family, rather than the physical or legal fact of relationship.

There is no disagreement between the two definitions in 
the large majority of cases in which the family consists of 
the husband and wife and their minor children living with 
them. Important cases of disagreement arise, however, in

4. F or fu rth er detail on th e  groups covered, see p a r t  3 of the Appendix.

instances when some related adults—grown children or other 
relatives—live in the household, for it is in these instances 
that the “relationship” and “income” criteria may yield 
different results.5

In 1948 some 13 million of the 37 million families of two 
or more persons in this country contained one or more rela
tives 18 years of age or older besides the head of the family 
or his wife. From recent surveys that have applied the eco
nomic definition of the family it would appear that somewhat 
more than 6 million units would be added to the total number 
of families if the income criterion were substituted for the 
relationship criterion.

Since the economic definition of the family involves the 
splitting of incomes that according to the demographic defi
nition would be reported as a unit, it is evident that more 
economic than demographic families are found at lower and 
fewer at higher income levels. The differences are quite 
significant. For instance, according to the surveys of the 
Federal Reserve Board, the number of units with incomes 
above $5,000 is diminished by one-fifth in 1948, when an 
economic definition is substituted for the demographic defi
nition used in this report.

The use of the demographic definition in constructing the 
present estimates was strongly suggested by the fact that it 
underlay the basic Census Bureau surveys which were im
portant sources of data. Difficult statistical problems would 
have been involved in the conversion of the data to the 
economic definition on a detailed basis.

Alternative definitions

However, quite apart from these statistical considerations, 
the demographic definition of the family may be defended 
on the ground that it is questionable whether the bulk of 
the additional units segregated in practical applications of 
the economic definition enjoy a substantial measure of 
genuine economic independence.

The unmarried grown-up son or daughter who pays his 
parents for his room and board but reserves the balance of 
his income to spend on his own account has frequently been 
singled out as constituting an independent economic unit in 
surveys applying the economic definition of the family. But 
it would appear that payment for room and board is not an 
adequate test for establishing the presence of real economic 
independence. In many instances these payments are either 
nominal or else far in excess of the going rate. Only in rare 
cases is an exact quid pro quo calculation, analogous to that 
for the genuine roomer and boarder, made. Thus these 
earning sons and daughters usually participate in much of 
the common life of the family, and only very rarely can they 
be regarded as independent from the group of relatives 
with whom they live.

However, it must be recognized that instances of marked 
economic independence sometimes do occur within a group

5. N onrelated  adu lts  living w ith fam ilies are  n o t an im p o rtan t 
source of d isagreem ent in p ractice. T he bulk of these ad u lts  are  
room ers and  boarders who do no t pool the ir incom es w ith  those of th e  
fam ily and  are alm ost alw ays regarded as separa te  u n its  u nder bo th  
definitions.
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of related persons who live together. For instance, two re
lated sets of parents with their children may occupy the 
same living quarters but nevertheless maintain almost com
plete independence with respect to their expenditures for 
most categories of consumption. I t would be preferable to 
treat such families as separate units in income size distribu
tion statistics.

Fortunately for the problem of family definition, it appears 
that doubled-up units living in substantial economic inde
pendence from each other are far less numerous than might 
be supposed. In surveys using the economic definition of the 
family, such as the recent surveys of the Federal Reserve 
Board and the 1935-36 National Resources Committee Study, 
the bulk of units that were segregated from their relatives 
were found to be single sons and daughters of the type just 
discussed; relatively few were doubled-up multiperson units.

In these circumstances, the simplicity and objectivity of 
the demographic definition of the family is an important 
point in its favor. The concept of interdependence which 
underlies the economic definition of the family is difficult to 
state precisely, although the broad idea involved—the shar
ing of income for common purposes—is fairly clear. And it 
is even harder to formulate specific tests for the use of data 
collectors by which to judge whether the interdependence 
envisaged actually holds in any given instance. The more 
clear-cut the test, the more likely it is to work in an arbitrary 
manner in concrete cases, violating the spirit of the definition 
which it is designed to implement. On the other hand, the 
more general the test which is to be applied, the greater is

the danger that the data will be biased by the subjective 
judgment of the enumerator.

With minor exceptions, both the demographic and the 
economic definitions of the family accept the common domi
cile criterion. Even though no practical proposal has ever 
been made to dispense with this criterion, such suggestions 
have been advanced in some general discussions in which 
the problem, of measurement was not seriously faced.

The most common case which has invited a broadening 
of the family concept beyond that of a group of persons 
having a common domicile is that of elderly parents living 
alone who are being supported by children who live elsewhere. 
A broadening of the family concept to include relatives living 
in different households is, however, extremely difficult to 
apply in practice. Even apart from the difficulties that 
would be encountered in formulating relatively unambiguous 
tests for combination, the desirability of merging such non- 
homogeneous units would be questionable. I t would appear 
that the economic interrelations involved would be best taken 
account of by a comprehensive coverage of interfamily gifts 
and contributions.6

Needless to say, many classification problems arise in the 
concrete application even of the relatively clear-cut demo
graphic definition of the family.7 However, they are not 
of sufficient practical importance to be discussed in this 
brief summary of the subject.

6. See footnote 1.
7. F or example, in th e  presen t rep o rt college studen ts are enum erated

w ith  th e ir families, w hereas in certain  o ther studies they  are counted 
as una ttach ed  individuals if th ey  lived aw ay from  home while a tte n d 
ing college.

Problems of Comparability

Some of the major problems of comparability that arise in 
the interpretation of size distribution data are discussed in 
the following sections.

Shifts in individual status

In the estimates published in this report the classification 
of individuals into the units distinguished in the distributions 
(families and unattached individuals) is as of a point in 
time, the end of the calendar year. The income ascribed 
to these consumer units is the total income received over a 
period of time—the calendar year—by the individuals who 
constitute these units at the end of it.8

8. This m anner of classifying un its  and  a ttr ib u tin g  incom e has 
been adop ted  because of th e  characteristics of th e  sam ple surveys of 
th e  B ureau of th e  Census which constitu te  an  im p o rtan t d a ta  source 
of th e  p resen t estim ates. I t  will be no ted  in p a r t  1 of th e  appendix 
th a t  th e  classification of individuals and  consum er units, although 
ad ju sted  to -a  year-end population  to ta l, incorporated  th e  p a tte rn  of a 
som ew hat la te r date , nam ely th e  da te  to  w hich th e  Census B ureau 
surveys re fe r .. T his fac t reinforces the  po in ts w hich are developed 
in th e  tex t on th e  sim pler assum ption th a t  th e  classification of consum er 
un its  is as of th e  end of the  calendar year.

For units that are composed of the same individuals 
throughout the year this procedure results in an accurate 
picture of the income size distribution. However, many 
individuals belong within a given family unit, or are in an 
unattached status, only during part of the year. During 
the remainder of the year, they may belong within another 
family, or they may not be a part of the civilian noninstitu- 
tional population at all. In these instances the number and 
composition of consumer units change during the year, and 
the present procedures may not lead to a proper enumeration 
and matching of incomes and recipient units. Distortions 
of the income size distributions may result.

The simplest case of distortion arises when an individual 
who was a non-earning dependent during part of the year 
becomes an income recipient and establishes himself sep
arately from his family during the remainder of the year. 
Such an individual will be listed at an income level corre
sponding to his part-year earnings, although it is evident 
that these understate his annual income status as an un
attached individual.
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Shifts of individuals within the civilian noninstitutional 
population which result in additions to the number of 
consumer units during the year will introduce a downward 
bias into the estimates. For all units taken together this 
is evident from the fact that a correct income total is divided 
by a number of units that is too large, the part-year character 
of some of these units not having been taken into account.9

Shifts which lead to a decrease in the number of consumer 
units impart an upward bias to the size distribution estimates. 
In these instances a correct income total is divided by a 
number of units that is too small, units that existed only 
during the earlier part of the year not having been taken into 
account.

Shifts of individuals among the civilian population which 
do not result in changes in the number of consumer units are 
not a source of upward or downward bias in the sense in 
which the term has been used. Both total income and the 
total number of units is correctly stated in this instance, with 
offsetting errors in the incomes of the units enumerated.

In addition to shifts of individuals within the civilian non
institutional population there are shifts in and out of this 
sector. These cases differ from the previous ones, because 
total income as well as the number of consumer units may 
be misstated. Their effects cannot be predicted unless 
further assumptions are introduced.

Importance of shifts

Data are lacking at present for making a conclusive analysis 
of the bias which has been introduced into the present size 
distributions by shifts of individuals within, and in and out 
of the civilian noninstitutional population. But the large 
increase in the total number of consumer units that occurred 
in the postwar period indicates the possibility of a significant 
downward bias for those years.

Additions to the number of income recipients on a broad 
scale are characteristic of our expanding economy and by and 
large result in the creation of additional consumer units of 
unattached individuals and families. The normal processes 
of new unit creation were significantly accelerated in the 
postwar period by favorable economic opportunities and the 
gradual alleviation of the housing shortage. In the postwar 
period these forces making for a downward bias in the dis
tributions were much more potent than those leading to the 
merger of existing units and to a consequent upward bias in 
the estimates.

9. T he effect on th e  com ponent units is m ore difficult to  trace. 
F or instance, if the  m ove to  independent s ta tu s  is m ade by an  indi
vidual who was a supplem entary  earner beforehand, th e  incom e of 
th e  paren t fam ily will be understa ted , because i t  will no t include th e  
incom e received by th e  supplem entary  earner.

The incom e a t  w hich th e  new un it— th e  u n a ttached  individual—  
is classified m ay be more or less th a n  th e  income th a t  is representative 
of its true  income s ta tu s . On th e  one hand, th e  incom e of th e  supple- 
m en tarv  earner is wrongly a ttr ib u te d  to  th e  new  unit. T his is a 
source of overstatem ent. On th e  o ther hand, no allowance is m ade 
for th e  p art-tim e character of th e  income received by it. This is a 
source of understatem en t. The tw o errors are  exactly  offsetting when 
th e  annual ra tes of th e  tw o incomes are th e  sam e. On balance i t  is 
very likely th a t  th e  ra te  of independent incom e will exceed th a t  of the 
supplem entary  income. In  these cases th e  new un its  as well as the 
“p a ren t” units will be classified a t income levels which fall short of 
th e ir true  annual income sta tus.

The effects of changes in the number of consumer units 
since 1944 which were due to exits from and entries into the 
civilian noninstitutional population are difficult to measure. 
Deaths, to the extent that they lead to the understatement of 
family incomes because of the exclusion of incomes of persons 
who died during the year, introduced a downward bias into 
the statistics. In instances in which deaths are accompanied 
by the disappearance of a consumer unit (for instance when 
an unattached individual dies or when the widow and orphans 
of a deceased person join the family of relatives) their effect 
on the income distribution is indeterminate.

The shift of civilians into the military establishment 
during 1944 which is reflected in the estimates for that year 
had effects on the income size distribution which can be 
analyzed in the same terms as the effects of deaths. The 
reabsorption of members of the Armed Forces into the 
civilian population in the postwar period tended to introduce 
an upward bias to the extent that military incomes were 
included in the incomes of existing civilian consumer units 
which the returning servicemen joined. The estimates for 
1946 are influenced by this factor.

Comparing nonhomogeneous units

In summary uses of the income size distributions it is to 
some extent possible to regard the consumer units enumerated 
as similar to each other, except with respect to income, and 
to derive broad conclusions without considering further 
differences among them. These units differ from each other, 
however, in significant characteristics other than income. 
This may affect cross-section studies as well as comparisons 
over time. Also given units change their characteristics or 
go out of existence and new units are created, further adding 
to the difficulties of temporal comparisons. In checking 
preliminary conclusions and in intensive uses of the data it is 
important to keep these factors in mind.

For instance, the significance of the income units at the 
lower end of the income scale cannot be assessed merely in 
terms of their numbers as compared with the number of units 
in other income groups. An analysis must be made of the 
particular characteristics of the low income units as compared 
with those of the higher income groups, noting all factors 
that have bearing on differences in family needs.

Most important in this connection is the composition of 
the family—the numbers and types of persons depending on 
a given family income. For instance, it is generally found 
that a particularly large proportion of the units at the lower 
end of the income scale consist of unattached individuals 
rather than multiperson families. The fact that the claims 
made on the income of these individuals are generally smaller 
than the claims made on the incomes of families is a signifi
cant fact in interpreting the income distribution of the 
Nation.

Again, a comparison of the low income groups in the 
thirties and in the postwar years merely in terms of numbers 
would be deficient, because the units are not homogeneous. 
It is important, for instance, to note the preponderance of 
relief families at the low end of the earlier distributions and
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the much greater relative importance of retired people in 
recent years.

Split-ups and mergers in which particular units lose their 
identity also call for notice. For example, the alleviation of 
a housing shortage may result in an undoubling of family 
units over time. Quite apart from the problem of part-time 
units during the transitional period which has already been 
discussed, this splitting-up of income recipient units will 
cause a greater concentration of units at lower income levels 
than would exist had this undoubling not occurred. This 
will lead to a mistaken diagnosis of changes in the income 
size distribution unless the underlying factor, affecting the 
comparability of units, is recognized.

A similar split-up of units makes it difficult to analyze 
the effects of social security programs on the income size 
distribution. The payment of social security benefits has 
added, other things being equal, to the income flow going 
to the population and a shift into higher income brackets 
might be expected on this score. However, this tendency 
cannot at all clearly be traced in the statistics, because the 
very improvement of living standards due to the flow of 
social security benefits has in many cases permitted aged 
and unemployed persons to maintain separate households 
instead of doubling up with primary family units as in pre
social security days.

Studies of the effects of cyclical fluctuations in total in
come on its size distribution are another example in which 
noncomparability of units owing to split-ups and mergers 
introduces difficulties of analysis. The decline of family 
incomes during depressions is partly counteracted in size 
distribution statistics by the fact that families or unattached 
individuals that are in straitened circumstances double up; 
and, conversely, the increase of incomes during prosperity 
is partly counteracted by the splitting up of family units 
which is likely under these conditions. This noncomparabil
ity of units raises difficulties if the aim is to study the effect

of the business cycle on income size distribution exclusive 
of the effects that stem from changes in the recipient units.

Income size distributions based on an economic definition 
of the family would be less subject to some of the difficulties 
of interpretation that have been mentioned. For example, 
in some cases the economic definition would treat as two 
separate families a group of related persons who were 
temporarily doubled-up at the close of World War II. In 
these cases the alleviation of the housing shortage in the 
postwar period and the accompanying undoubling of units 
would not result in an increase in the number of families. 
In other instances, however, the use of the economic defini
tion would not serve to eliminate problems of comparability. 
For example, the economic definition of the family would 
not provide a solution to the problem of comparability over 
time raised by the introduction of social security benefits.

Need for detailed breakdowns

In all these instances, as well as in the examples given 
earlier in this chapter, in which analysis was impeded by the 
nonhomogeneity of the income recipient units, the major 
statistical requirement is for additional breakdowns of the 
data. Separate information is needed on the income size 
distribution of types of families and unattached individuals 
which differ significantly from each other. Distributions 
distinguishing families of different sizes and composition 
come to mind immediately. But many other character
istics, such as geographic area, farm or nonfarm residence, 
size of community, occupation of the family head, number 
of earners in the family, and the major sources of family 
income, may also be involved, depending upon the nature 
of the particular analysis.

Availability of detailed distributions of this type, geared 
to the national estimates, will make for progress in instances 
in which analysis is now impeded by the noncomparability 
of consumer units.
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Sources. Methods and 
Statistical Tables

J. HE estimates presented in this report show the distribution of families and unattached individuals by 
size of family personal income for selected years, and the distribution of aggregate family personal income 
among these consumer units.

Families and unattached individuals are defined as in recent field surveys of the Census Bureau. 
Broadly speaking, these units cover the civilian noninstitutional population, with families defined as 
units of two or more related persons living together, and unattached individuals as persons living apart 
from relatives. The income concept used in the distributions is the same as that underlying the personal 
income series of the Office of Business Economics, with the exception that personal income received by 
members of the armed forces not living with their families, by inmates of institutions, and by nonprofit 
institutions, and income retained by private trust, pension and welfare funds is excluded. These defini
tions are discussed in chapter 3.

The appendix which follows describes the statistical methodology underlying the estimates and 
presents the statistical tables that contain the results of the study. “J,
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P a r t  I

Distributions for 1944, 9 and 1947

T h e  distributions for 1944, 1946, and 1947 by level of 
family personal income (before income taxes) presented in 
this report were derived by combining consolidated statistics 
from Federal individual income tax returns with those col
lected in recent sample field surveys of family incomes, and 
adjusting the results so that they would account for the 
family income totals included in the personal income series.

Because of the low filing requirements introduced during 
World War II, the coverage of the tax return statistics has 
been very broad in recent years, thus providing a relatively 
firm basis for the size distribution estimates. Relationships 
determined from the field survey data were used mainly to 
convert the tax returns into family units and to add the 
various types of income that were not required to be 
reported for tax purposes. The personal income series pro
vided control totals which were used to correct these several 
sets of data for undercoverage of income.

SOURCES OF DATA

Federal individual income tax returns were required to be 
filed in this period by all persons with gross incomes of $500 
or more. In addition, several million persons with smaller 
incomes filed returns mainly to obtain refunds of withheld 
taxes. The data from these returns have been tabulated by 
the Bureau of Internal Revenue by size classes of total 
(“adjusted gross”) income and also by size classes of each of 
the various major categories of income reported on the 
returns.1

Despite their broad coverage and relative reliability, the 
tax return tabulations do not provide all of the necessary 
statistics for constructing family income distributions. In 
the first place, the unit of classification in the tabulations— 
the tax return—-is not equivalent to the family. More than 
one tax return is filed in many instances by members of the 
same family and the tabulations treat all returns as separate 
units. The information tabulated from the tax returns does 
not provide a basis for matching the returns filed by the 
several members of a particular family, nor even for separat
ing the tax returns of one-return families from other returns.

1. The tabu la tions for each year a re  published in Part I  of Statistics 
of Income, B ureau of In te rn a l Revenue, U. S. T reasury  D epartm en t. 
In  addition , a  num ber of tabu la tions w ith  m ore detailed  breakdow ns 
were m ade available by  th e  B ureau as indicated  in following sections 
of th is A ppendix.

In 1946, for example, almost 53 million individual income 
tax returns were filed as compared with a total of 43 million 
families and unattached individuals, with the latter figure 
including a substantial number of consumer units whose 
incomes were either low enough or of such a type that they 
were not required to file returns. Because of this difference 
in the unit of classification, the income bracket in which 
many tax returns are included is substantially lower than 
that of the family units to which these returns belong.

A second difficulty stems from the fact that a number of 
different kinds of income are not required to be reported on 
tax returns, as, for example, social insurance and veterans’ 
benefits, and various types of nonmoney income that are 
included in total family income. Still a third limitation 
arises because certain types of income as stated on tax returns 
fall short of the corresponding totals in the personal income 
series.

The second major source of data on income size distribu
tion is the nationwide sample field surveys of family incomes. 
Such surveys have been conducted annually since 1944 by 
the Bureau of the Census of the United States Department 
of Commerce as an adjunct to its Monthly Report on the 
Labor Force, and since 1945 by the Survey Research Center 
of the University of Michigan for the Federal Reserve 
Board as part of its annual Survey of Consumer Finances.2 
These surveys are useful in their own right mainly because 
of the detailed information which they provide on incomes 
of component family groups and on the relationships be
tween family income and other economic variables.

In these surveys trained enumerators interviewed small 
representative samples of from 3,000 to 25,000 households 
and determined, among other items, the amounts of income 
of different types received by the several members of each 
family unit during the preceding calendar year, and various

2. T he annual Census B ureau survey s ta tis tics  have  been published 
m ainly in release series P -60  (e. g., “ Incom e of Fam ilies and  Persons 
in  th e  U nited  S ta tes: 1950,” Series P -60 , No. 9), an d  those from  the  
Federal R eserve B oard surveys in various articles in  th e  Federal 
Reserve Bulletin  (e. g., “ Incom e, Selected Investm en ts, and  Short
te rm  D eb t of C onsum ers,”  Federal Reserve Bulletin, Septem ber 1952).

In  addition  to  its  published tabu la tions th e  Census B ureau pro
vided a large num ber of special tabu la tions for use in  th e  p resen t 
p ro jec t as described in  la te r  sections of th is Appendix. The Federal 
Reserve B oard also furnished unpublished d a ta  from  its  surveys, and 
th e  B ureau of A gricultural Econom ics of th e  U. S. D ep artm en t of 
A griculture, cooperating w ith  th e  Census B ureau in  th e  incom e survey 
for 1946, p rovided detailed  sam ple d a ta  on th e  com position of farm  
opera to r fam ily incom e in th a t  year (see section 6).

261029—53----- 5 27



28 APPENDIX

other characteristics with respect to the size and composition 
of the family. The sample data are inflated by the agencies 
conducting the surveys to represent all families and unat
tached individuals included in the survey universe.

With respect to the definitions of income and the income 
recipient unit the survey data are better suited for the 
purpose at hand than the tax return statistics. The recipient 
unit in many of the survey tabulations is the family or un
attached individual as defined in the present report, and the 
family income that is used as a basis for classification by 
income size is defined to cover a wider range of money 
income items than the tax return statistics. Like the tax 
returns, however, the income measure used in recent surveys 
does not include the value of various types of personal in
come, mainly income received in kind.

All of the income field surveys have been found to under
state the total money income of consumer units, although 
the current situation in this respect has greatly improved. 
The percentage understatement has varied among the sur
veys and was fairly sizable for the period under consideration 
here. The available evidence indicates substantial varia
tion, also, in the extent of understatement among the several 
categories of income. In the case of the Census Bureau 
surveys the undercoverage has been largest in relative 
terms for the various items of property income and smallest 
for wages and salaries. Even for the latter item, however, 
the proportions unaccounted for are larger in the Census 
Bureau sample surveys than on tax returns for this period.3

Income understatement is due in large part to errors of 
response and nonreporting which follow from the tendency 
of respondents to forget or understate the amounts of income 
they received during the year. In some cases, also, the per
son furnishing the income information for the family may 
not have full knowledge of the sums received by other family 
members, and in others he may have misunderstood the scope 
of the family income that was being measured.

In some surveys part of the understatement may be due to 
the method of inflating the sample data. For instance, ade
quate allowance may not be made for income differences be
tween families selected in the sample for whom responses 
were not obtained and those furnishing the requested 
information. Another possible source of understatement 
may stem from the failure to ascertain the presence of all of 
the families and unattached individuals living in the particu
lar dwelling units selected in the sample.

Also, the income data from the surveys (as well as those 
from tax returns) are subject to sampling variability, but this 
factor is believed to be of less importance in the overall 
income coverage than response and nonreporting errors.4

3. F o r com parisons of th e  am oun ts of incom e accounted for in  the  
sam ple surveys (and on individual incom e tax  retu rns) w ith  th e  personal 
incom e series, by  categories of incom e, see Selm a F . G oldsm ith, “ Ap
praisal of Basic D a ta  Available for C onstructing  Incom e Size D istri
bu tions,”  P a r t  V I of Studies in  Income and Wealth, Vol. 13, N ational 
B ureau of Econom ic R esearch, N ew  Y ork, 1951.

4. E valuations of th e  techniques used in recen t sam ple field surveys 
are  included in th e  following publications: “ Incom e of Fam ilies and  
Persons in th e  U nited  S tates: 1950,”  Census B ureau release P -60 , 
N o 9- “ M ethods of th e  Survey of Consum er Finances,” Federal 
Reserve Bulletin, Ju ly  1950; “Field Surveys of Consum er Incom e: An 
A ppraisal,”  P a r t IX , Studies in  Income and Wealth, Vol. 13, N ational 
B ureau of Econom ic Research, N ew  York, 1951.

Another limitation of the survey data is that, unlike the 
tax statistics, they lack detail for the income ranges above 
$10,000. This follows from the small size of the recent 
samples coupled with the fact that more extended sample 
enumeration of the upper income groups would be ex
tremely difficult and expensive.

In view of the deficiencies in the tax and field survey data 
it appeared that the most reliable estimates of size distribu
tion would be obtained by combining the two sets of statistics 
in such a way as to utilize the best information from each 
source, and adjusting the results so that they would account 
for the corresponding totals included in the personal income 
series of the Office of Business Economics.5

SUMMARY OF PROCEDURES
The combination and adjustment of statistics from income- 

tax returns and field surveys is necessarily a complicated 
procedure, as will emerge from the detailed discussion below.

In essence, the methodology underlying this report in
volved the estimation of distributions of individual earners 
by size of wage-salary and nonfarm entrepreneurial earnings; 
the combination of these individual earners into family 
units classified by size of family earnings; and the addition of 
other types of income to family earnings to obtain a distribu
tion by size of family personal income for nonfarm families 
and unattached individuals. For farm operator families, 
the distributions were obtained directly on a family-unit 
basis by determining the distribution of this group by size 
of family money income and then adding the various types 
of nonmoney income they received.

The distributions of individual wage-salary earners and 
nonfarm entrepreneurs were based on data from income tax 
returns which provided much better coverage of these types 
of earnings than the field surveys for the period under 
consideration.6 Relationships based on the survey data were 
used for combining the individual earners into families, and 
for adding the several types of income not reportable on 
tax returns, e. g., veterans’ payments and family allowances, 
and social insurance benefits and assistance. Interest, 
dividends and rental income were added to family earnings 
on the basis of tax return data, supplemented, for families 
in the lower income ranges, by the field survey statistics. 
In the case of farm income, the coverage of the field enumer
ations was found to be higher than that of tax returns and 
accordingly the distributions for the farm operator family 
group were based on that source. In combining these 
several income categories, the basic size distribution data 
for each were adjusted so that they would total to the cor

5. A detailed description of th is series is contained in th e  1951 
National Income supplem ent to  th e  S u r v e y  o p  C u r r e n t  B u s i n e s s .

6. M easures of th e  relative coverage of th e  various incom e categories 
could be derived only for th e  Census B ureau surveys since th e  Federal 
Reserve B oard tabu la tions for th is period did n o t include breakdow ns 
b y  ty p e  of income.

A nnual size d istribu tion  d a ta  for w age-salary earnings are  available, 
also, from  th e  B ureau of Old-Age an d  Survivors Insurance of th e  
Federal Security  Agency. D espite th e ir b road coverage these d a ta  
could no t be utilized in th e  present estim ates because th ey  applied only 
to  w orkers w ith  wage credits in “ covered” em ploym ent and  could n o t 
be in teg ra ted  w ith size d is tribu tion  s ta tistics from  tax  re tu rn s o r th e  
field surveys.
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responding aggregate amount from the personal income 
series.

The following is a brief description of the steps of the 
estimating procedure. A more detailed account is presented 
in sections 1-7.

First, distributions were developed for individuals by size 
of civilian money wages or salaries (section 1), and by size 
of nonfarm entrepreneurial money earnings (section 2), on 
the basis of distributions of individual income tax returns by 
size of each of these categories of earnings. I t should be 
noted that these distributions were developed initially for 
individuals rather than for families because the tax return 
distributions approximated individual earners more closely 
than family units.

For the wage-salary category, the main adjustments made 
in the tax return tabulations were to split those returns that 
covered wage-salary earnings of both husband and wife, and 
to add the earnings of the major groups of wage-salary 
earners not covered in the tax return universe. These ad
justments were introduced in order to match as closely as 
possible the group of individuals in the comparable distribu
tions from the field surveys. Relationships from these 
surveys were used to combine individual earners into 
families—as later described.

For nonfarm entrepreneurs the tax return distributions 
were adjusted separately for broad industry groups to 
account for the corresponding income totals from the personal 
income series. For the major professional groups, use was 
made of data collected in recent mail questionnaire surveys 
conducted by the Office of Business Economics.

The next step was to add the frequency distributions of 
wage-salary earners and nonfarm entrepreneurs, making 
allowance for overlap in instances where the same person 
received both types of earnings during the year (section 3). 
Members of farm operator families who received these types 
of earnings were subtracted from the combined distribution 
because the farm operator family distributions were derived 
by a different estimating procedure (section 6).

The methodology thus far related to the distributions of 
individuals by size of their own earnings. These distribu
tions were next converted into distributions of nonfarm 
families (and unattached individuals) by size of family civil
ian money earnings, i. e. by the size of the combined earnings 
of the several earners in the family (section 4). This was 
done by subdividing the all-earner distribution into separate 
distributions for unattached individuals and for individual 
earners belonging in families with 1, 2, 3, etc., earners, and 
then combining the earnings of the several persons in multi
earner families. Relationships determined from tabulations 
of Census survey data in which individuals were classified 
into various number-of-earner-families, and cross-classified 
by size of their own earnings and by size of total family 
earnings, provided the basis for these two steps.

Next, was the addition to civilian money earnings, for non
farm families and unattached individuals separately, of the 
various other kinds of income comprising family personal 
income (section 5). Two groups of income items were dis

tinguished here, the first covering the several categories in
cluded in family money income as defined in the recent field 
surveys, and the second including nonmoney items plus cer
tain adjustments in order that the income definition would 
agree with the coverage of family personal income.

The first group of items included property income (mone
tary interest, rents, dividends, and fiduciary income), 
military family money income (veterans’ payments, family 
allowances and allotments, and military pay of armed force 
personnel who returned to civilian life), and social insurance 
benefits and assistance and miscellaneous money income 
items. Estimates were derived of the proportions of fam
ilies in each civilian money earnings bracket (including a no
earnings bracket) receiving various combinations of these 
types of income, and of their distribution by size of such in
come. The earnings and other money income of these fam
ilies were then added and the families shifted to brackets of 
total family money income.

Data from tax returns were used as a basis for deriving 
these estimates for the middle and upper income ranges in 
the case of property income, and those from the field surveys 
for the property income estimates for lower income brackets, 
as well as for the estimates for the other income categories 
listed above. For each of these income categories, the data 
from tax returns and the field surveys were adjusted so that 
they would account for a control total of aggregate income 
determined from the personal income series and an estimated 
total number of recipient units.

Nonmoney items of income of nonfarm families and un
attached individuals—imputed rental value of owner- 
occupied nonfarm dwellings, wages and salaries in kind, and 
imputed interest—were distributed largely on the basis of 
data from earlier field surveys or from related data collected 
in the recent field surveys of the Federal Reserve Board. 
The addition of these items plus certain definitional adjust
ments yielded distributions by size of family personal income 
for these groups of consumer units.

For farm income, the coverage of tax returns both in terms 
of numbers of units and aggregate amounts was found to be 
smaller than that of the blown-up field enumerations. The 
income distributions for farm operator families— all those 
containing a person who operated a farm—were therefore 
based on the latter source (section 6).

First, the farm operator family group was distributed by 
size classes of family money income by adjusting sample data 
from the 1950 Decennial Census of Population for this group 
of families in such a way as to account for the annual aggre
gate net money farm income estimated independently by the 
Bureau of Agricultural Economics plus the money income 
received by these families from other sources. Next, non
money income items—food and fuel produced on farms and 
consumed by members of farm operator families, and rental 
value of farm dwellings—together with the value of farm 
inventory change were added, largely on the basis of relation
ships from earlier surveys that included measures of the value 
of imputed items.

Summary distributions for all consumer units were ob
tained by combining the distributions for farm operator
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families with those for nonfarm families and unattached 
individuals (section 7).

EVALUATION OF ESTIMATES
The estimates of the dist -ibution of income by size are 

based on greatly improved sources of statistical information 
that have become available during the past decade.

In the first place, the coverage of the tax return series has 
been very much broader since World War II than in prewar 
years, due mainly to the lower filing requirements introduced 
early in the war. In the income distributions prepared for 
earlier years the data from income tax returns could be used 
only to construct estimates for the top ranges of the income 
scale, which were then linked directly to field survey data 
for the low and middle income brackets.

Secondly, advances in sampling techniques have added to 
the reliability of the statistics from the sample field surveys 
of family income. Despite then relatively small size the 
recent surveys provide more representative nationwide sta
tistics than the larger surveys conducted in the past.

In addition to the larger coverage and better quality of 
the basic data, the present estimates incorporate marked 
improvements in the methodology for integrating the several 
sets of source material. By taking separate account of each 
of the major categories of income, as outlined above, the 
tax return and field survey data were combined by procedures 
that utilized the best information available from each source. 
Thus it was possible to use to full advantage the more reliable 
tax return data for wages and salaries and nonfarm entre
preneurial earnings, to turn to the field survey statistics for 
farm income and for items of income not covered on tax 
returns, and to combine the data from the two primary 
sources for the various types of property income.

Improved statistical procedures were an important factor 
in the effective use and integration of the basic data sources. 
For instance, techniques were developed for combining 
earners into families, based on patterns derived from survey 
data, which made it possible to use effectively the data on 
the distribution of earnings derived mainly from tax returns 
which could not have been introduced if this statistical bridge 
between the distribution of earners and families had not been 
developed. Similarly, information on the distribution of 
the various types of money income other than earnings from 
both the tax returns and field surveys could be utilized to 
best advantage in building up the family income distribu
tions because procedures were devised for utilizing income 
patterns which indicated how these forms of income com
bined with each other and with family earnings.

Separate treatment of the major income categories made it 
possible to incorporate most effectively into the income size 
distributions control totals of income that were based on the 
personal income series of the Office of Business Economics. 
The development of the estimates in this manner had the 
advantage of isolating the areas in which adjustments in the 
primary data were required and permitted these adjustments 
to be made in the light of all the information available 
regarding these specific areas instead of in a more summary

manner. A similar integration with the personal income 
series was not attempted in earlier studies.

Despite these various improvements, certain limitations 
attach to the present estimates which reflect for the most 
part deficiencies inherent in the basic source material. 
These should be borne in mind in interpreting the figures.

The main limiting factor is the undercoverage of income in 
the primary data. The combination of the tax return and 
field survey statistics reduced the extent of undercoverage 
well below the level for either of the two sets of data taken 
separately, but the fact remains that the proportions of 
income unaccounted for were fairly substantial for certain 
of the income categories. Although every attempt was 
made to distribute the missing amount of income within 
each income category in the most reasonable manner, some 
error must necessarily attach to estimates of this kind. 
Results obtained by careful and detailed adjustments cannot 
be as satisfactory as those which would have been derived 
had the basic data been complete as to income coverage.

Income undercoverage—reflecting, in part, amounts not 
required to be reported on tax returns—was smallest in rela
tive terms for the wage-salary category where the tax returns 
accounted for approximately 95 percent of the civilian money 
wage or salary total in each of the 3 years. For nonfarm 
entrepreneurial money earnings the tax return data for 1947 
totaled to 85 percent of the corresponding figure derived 
from the personal income series.

In the case of net money farm income the coverage of the 
inflated sample data from the recent Decennial Census of 
Population was approximately 80 percent of the comparable 
total estimated by the Bureau of Agricultural Economics. 
The census data were used as a basis for estimating the 
income size distributions for the farm operator family group 
because relative income differences appeared more reasonable 
than those from other source material for the period under 
consideration, and the proportion of income accounted for by 
the census data was substantially larger than the coverage 
in field enumerations or in income tax returns for years to 
which the estimates described here refer.7

For each of the other three major income categories—- 
property income, family military income, and social security 
benefits, assistance, and miscellaneous money income—the 
differences in income coverage could be measured only 
roughly since absolute amounts from the surveys and tax 
returns were not incorporated directly into the estimates. 
Instead, as is explained in section 5, one or both sets of 
primary data were used as a basis for estimating, by earnings 
level, the percentages of nonfarm families receiving each of 
the three categories of income and the mean amounts per 
recipient family, and these figures were applied against the 
numbers of nonfarm families in the several earnings brackets.

For property income—monetary interest, dividends,
7. In  connection w ith  th e  tex t references to  th e  coverage of tax  

re tu rn s, i t  should n o t be inferred th a t  differences betw een personal 
incom e and  th e  am oun ts shown on tax  re tu rn s consist en tire ly  of 
underreporting  of taxable incom e on incom e tax  re tu rns. Aside from 
possible differences in incom e definition betw een th e  tw o series th a t  
m ay n o t have been fu lly  allowed for, some of th e  incom e om itted  from  
ta x  re tu rn s w ould n o t be taxab le  even if p roperly  reported , inasm uch 
as i t  would be offset by  th e  credits and  deductions allowable.
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rents and income distributed by fiduciaries—the amount 
obtained by applying relationships from the combined 
survey and tax return data in this manner totaled, before 
adjustment, to about 60 percent of the corresponding 
aggregate in the personal income series. For the military 
income category, the corresponding proportion yielded by 
applying survey relationships was approximately two-thirds, 
and for social security benefits, assistance, and miscellaneous 
money income, about three-fourths.

I t appears on balance that some of the most serious 
limitations in the primary data relate to the farm operator 
family group. In deriving the income distributions for this 
sector, it was necessary to assume, as described in section 6, 
that relative income differences in the family money income 
distribution in each of the years covered by the report were 
the same as those shovn for 1949 by the sample from the 
Decennial Census of Population. With respect to farm 
inventory change, which was not included in the source 
material, the assumption was made that its distribution was 
proportionate to that of net money farm income. Off-the- 
farm money income of farm operator families was based on 
amounts reported in the census enumeration. This may 
have understated the actual amounts received, and thus 
may have resulted in an overstatement of the numbers of 
farm operator families in the low ranges of the income scale.

The problem of income measurement for the farm operator 
group was further complicated by the relative importance 
of nonmoney income items and the fact that it was necessary 
to base allocations on relationships determined from earlier 
survey data. Only when improved farm income surveys are 
made will it be possible to measure the biases that may have 
been introduced by these several procedures.

I t should be noted also, that, corresponding to the valu
ation in the personal income series, farm prices were used 
to value the home-produced food consumed by farm operator 
families. A higher pricing—e. g., at retail levels—would 
have increased the incomes of the farm operator group, with 
the largest relative additions occurring in the lower ranges of 
the income scale.

It is important to remember that the farm operator family 
distributions include all families operating farms even though 
farm operations constituted only a secondary source of in
come for a sizable number of these families. This somewhat 
unrealistic classification was dictated by the fact that the 
control totals of gross and net farm income were not available 
separately for “part-time” farm families.

The income size distributions for nonfarm families are the 
most reliable component of the present series. This is due in 
large part to the very high coverage of wages and salaries in 
the tax return statistics and also to the fact that by inte
grating the various sets of primary data reasonably good 
coverage was obtained for other income categories.

However, as indicated above, the basic data were less 
satisfactory for several types of income that represented 
fairly sizable components of nonfarm family income in 
the lower ranges of the income scale. Statistics on 
the distribution of social security benefits and assistance 
by family earnings brackets, for example, could be obtained

only from the sample field surveys. Data for most of 
the Federal, State, and local government programs that are 
included in this category were not available with break
downs by size of family earnings so that they could not 
be used as a basis for allocating the amounts of income 
unaccounted for in the surveys.

In the absence of definitive data, the correction to add the 
missing income in this category was made for each year on 
the assumption that undercoverage was relatively greatest 
in the lower ranges of family earnings (section 5). A similar 
procedure was followed for family military income.

In the case of nonfarm entrepreneurial income it seemed 
most reasonable to assume that the missing income was 
distributed proportionately to the reported amounts within 
most of the industry sectors (section 2). The item of non
corporate nonfarm inventory valuation adjustment which 
was not covered in the field survey or tax return statistics 
was allocated among family money income brackets on the 
basis of the corresponding distribution of nonfarm entre
preneurial income (section 5). Because of the relative im
portance of entrepreneurial income, as well as of property 
income, in the upper ranges of the income scale, possible 
errors in the distributions for these categories are reflected 
mainly in the estimates for the higher income brackets.

The distributions by income level of the several nonmoney 
income items accruing to the nonfarm section were less satis
factory than those for the money income categories. In 
general, they were based either on relationships between 
money and imputed values established from earlier surveys 
or on related data from current surveys that were not en
tirely suitable for the purpose at hand.

Another limitation of the statistics is connected with the 
definition of the family unit that was taken over from the 
Census Bureau surveys. The difficulty arises because cer
tain of the changes that take place during the year in the 
composition of families are measured inadequately in most of 
the recent field surveys. As a result, some consumer units 
that were in existence for only part of a year are classified in 
income brackets that do not reflect their actual economic 
positions. The same is true of full-period units in instances 
where one or more of the earning members of the family were 
no longer part of the unit at the time of the field interview— 
e. g., because of death or entry into the Armed Forces—-and 
whose earnings during the rear were not included in the 
family total.

This factor, discussed in chapter 3, had the net effect of 
overstating the proportion of units in the lower income 
brackets. The limitation is particularly important in the 
case of unattached individuals, a considerable number of 
whom were part-period units, s. g., young persons who as 
nonearning dependents were living with their families during 
the first part of the year and then later established their 
separate position. The low bias in incomes imparted by 
this factor, together with other difficulties that arise in 
obtaining adequate samples for unattached individuals, are 
the major reasons why distributions for this relatively small 
group are less satisfactory than those for nonfarm families 
constituting the great bulk of consumer units.
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Civilian Wage-Salary Earners
By Wage-Salary Level

T h e  distributions of individual wage or salary earners by 
civilian money wage or salary level for 1944, 1946, and 1947 
were based primarily on data reported on individual income 
tax returns. These figures are tabulated annually by the 
Bureau of Internal Revenue for publication in Statistics of 
Income, Part 1.

The wage-salary statistics from tax returns required two 
major types of adjustment, those relating to the unit used 
in the Bureau of Internal Revenue tabulations—the tax 
return—and those relating to the coverage of the tax return 
series. These adjustments were made in order to derive a 
distribution of individual earners which was later converted 
(section 4) into a family distribution.

The adjustments relating to the tax return unit were needed 
because some returns covered wages or salaries earned by two 
persons, the husband and wife. In such cases it was neces
sary to separate the earnings of the two spouses and assign 
each to his own earnings class. A converse problem with 
respect to the unit of measurement was presented by a 
smaller group of tax returns filed separately by husbands 
and wives in “community property” States.

The second type of adjustment—for the coverage of the tax 
return series—was made in order to allow for the major 
groups of civilian wage or salary earners who did not file tax 
returns either because their receipts were below the legal 
filing requirement or because of evasion. Several million tax 
returns with wages or salaries of less than the $500 filing 
requirement were filed in each of these years because they 
were entitled to refunds of tax withholdings; hence the adjust
ment for undercoverage of the tax return data, although 
sizable, was not so large as would otherwise have been the 
case.

Because the desired distribution was for civilian wage or 
salary earners in the continental United States the adjust
ments for coverage also included subtracting tax returns of 
persons in Alaska and Hawaii, and of officers in the military 
forces, part of whose military pay above $1,500 was report- 
able in this period under certain circumstances. As indicated 
in the later discussion, a complete adjustment of the wage- 
salary distribution for coverage was not attempted. The 
earnings of a fairly numerous group of part-time workers who

E xhibit 1 .— N u m b e r  o f  in d iv id u a l  in c o m e  ta x  r e tu r n s  w i th  w a g es o r sa la r ie s  a n d  n u m b e r  o f  in d iv id u a l  c iv i lia n  w age  o r sa la ry  e a rn e rs , b y
m o n e y  w a g e  o r sa la ry  level, 1944, 1946, a n d  1947

f Thousands]

M oney wage or salary' level

1944 1946 1947

Tax returns

Earners

Tax returns

Earners

Tax returns

Earners

Covered by  
tax returns

Adjusted for 
coverage 1

Covered by  
tax returns

Adjusted for 
coverage 1

Covered by  
tax returns

Adjusted for 
coverage 1

$1—$499__________________________________________________ 3,247 4,377 7,657 4, 990 6, 268 9,154 4, 482 5, 635 8, 556
$500-8999________________________________________________ 5, 093 6,022 7.109 5, 482 6, 531 7, 606 4, 760 5, 705 6,888
$1,000-$1.499____________________________ 6. 257 6, 822 7, 334 6, 367 7,082 7, 745 5, 455 6,196 6, 915
$1,500-81.999 ________ ________________________________ 6.134 6. 40S 6, 270 7, 071 7,416 7, 328 6, 517 7,128 7, 080
$2,000-82.499 ______: ___________________ _________________ 5, 428 5, 469 5, 357 6, 694 6, 710 6, 629 6, 808 6, 957 6, 900
$2,500-82.999_____ _______________________________________ 4, 816 4, 748 4, 665 5,316 5,194 5,130 6,161 5, 961 5, 909

$3,000-81.999___________________________________________ 6. 241 5, 868 5, 774 6,021 5, 579 5, 492 8,136 7, 773 7,696
$4,000-84,999___________________________________________ 2,361 2,116 2, 094 2,145 1,821 1,787 3, 207 2,831 2, 795

$5,000-89,999_____________________________________________ 1,138 1,166 1,146 1,309 1,366 1, 331 1,768 1,756 1,726
$10,000-824,999___________________________________________ 170 177 176 260 276 274 311 329 328
$25,000-849,999________________________________________ 26 28 27 37 39 39 44 47 47
$50,000 and over______  __________________________________ 6 6 6 8 8 8 9 9

T ota l_______  _________________________  _____ 40,916 43,207 47,615 45,700 48,290 52,523 47,658 50,326 54,849

Aggregate m oney wages or salaries (billions of dollars)___ $91.1 $91.1 $91.8 $99.2 $99.2 $100.1 $114.8 $114.8 $116.1

M ean m oney wages or salaries (dollars)...................... ............. $2, 227 $2,108 $1, 928 $2,171 $2, 054 $1, 906 $2, 409 $2,281 $2,117

1. For groups excluded, see discussion^under “ Adjusted D istribution” in this section.

32
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received very small amounts of wages during the year were 
added at a later stage of the estimating procedure (see dis
cussion under “Adjusted Distribution” at end of this section).

Exhibit 1 summarizes for each of the 3 years the distribu
tion of tax returns by wage or salary level as tabulated by the

Bureau of Internal Revenue, the same distribution converted 
to an individual wage-salary earner basis, and the individual 
wage-salary earner distribution adjusted for coverage. The 
derivation of the two latter distributions is described in some 
detail below.

Tax Returns Converted to W age-Salary Earners

Income tax returns were required to be filed in this period 
by all persons with gross incomes of $500 or more, and could 
be filed by persons with incomes below that amount. Each 
person filed his or her own return, except that husbands and 
wives could report their combined income on one return. A 
child’s income was not included on the tax return of his 
parents; instead, he had to file his own return if his income 
was above the legal filing requirement.

The basic data on wage or salary income tabulated by the 
Bureau of Internal Revenue for each of these years included 
the frequency distribution of individual income tax returns 
reporting wage or salary income by size brackets of wages or 
salaries, and the aggregate amount of wages or salaries re
ported on these returns.1 Mean wage or salary income was es
timated for each wage-salary bracket on the basis of the rela
tive magnitudes of the frequencies in the bracket and in ad
joining brackets.1 2 * * * * These estimated means were given a small 
proportionate adjustment so that when multiplied by the 
frequencies in the several brackets they would account for 
the reported aggregate wage-salary income.

In converting this distribution to an individual-earner 
basis, the several adjustments described below were made in 
terms of more detailed wage-salary brackets than are shown

1. See, for example, Statistics of Income for 194-i, P a rt 1, U. S. T reas
u ry  D epartm en t, Tables 2 and  9.

2. T he m eans were calculated  for th e  w age-salary brackets given in  
Statistics of Income, w hich are m uch finer th an  those shown in exhibit 1. 
F or incom e brackets accounting for approxim ately  th e  lower 80 percent 
of frequencies, m eans were com puted in m ost instances under the 
assum ption of a  stra igh t-line density  function, by use of th e  form ula

CaH/sMs—/l/ci)
2 12 (c2+ . 5ci + . 5c3)/2/c2

where is th e  difference betw een th e  m ean of th e  given b racke t and 
its  m idpoin t; the  subscripts, 1, 2, and  3 refer respectively to  th e  bracket 
below th e  given bracket, th e  given bracket, and  th e  bracket above; c,, 
c2 and  cz are the  various b racke t sizes; and  / i ,  / 2 a n d /3 are  the  frequen
cies in th e  several brackets.

F or b rackets accounting for the upper 10 to  20 percen t of the 
frequencies, m eans were generally com puted by a  form ula based on the 
P areto  curve:

in w hich x  is the  com puted m ean of th e  b racke t; Fi and  F 2 are the 
cum ulative frequencies above th e  lower and  upper b racke t lim its, 
Xi and  x2, respectively; / = F i  —F 2; and  r= [ lo g  (F i/F 2)]/[log feM )]. 
F o r the  final “ and  over” income bracket^ th e  average income was 
com puted in m ost instances by th e  fo rm u lax — vxi/(v— l) ,  where v is the 
value derived from  th e  preceding b racket, and  xi is th e  lower lim it of 
th e  “and  over” bracket.

These form ulas are discussed in m ore detail in M aurice Liebenberg 
and  H ym an  K aitz, “ An Incom e Size D istribu tion  from  Incom e Tax 
and  Survey D ata , 1944,” P a r t V II of Studies in  Income and Wealth, 
Vol. 13, N ational B ureau of Econom ic Research, New York, 1951.

in the summary exhibits. In most instances the calcula
tions were in terms of $100 intervals to $499, $500 intervals 
to $4,999, and the following intervals in the upper ranges: 
$5,000 to $7,499, $7,500 to $9,999, $10,000-$24,999, $25,000- 
$49,999, $50,000-$99,999, $100,000-$499,999 and $500,000- 
$999,999.

Returns covering one and two wage-salary recipients were 
not distinguished in the distribution of tax returns. How
ever, the classifications by marital status that were given 
in certain other tabulations described below served to delimit 
the two-income group. These classifications were: joint re
turns of husbands and wives; separate returns of husbands 
and wives; separate community-property returns of hus
bands and wives; and returns of “single persons” (covering 
returns of all types of persons other than husbands and wives).

For separate returns of husbands and wives and for re
turns of single persons, the frequency distribution of returns 
by wage or salary classes corresponds to a distribution of 
individuals. Most of the joint returns also cover the wages 
or salaries of only one person, usually the husband, because 
the classification, “joint,” refers to returns on which exemp
tions are claimed for both spouses regardless of whether one 
or both reported the receipt of income. But a sizable num
ber of the joint returns represent cases where both spouses 
received incomes (from wages or salaries and/or from other 
sources) and reported the combined amount on one return. 
Hence, part of this group, namely, two-income joint returns 
on which wages or salaries were reported by both spouses, 
required decombination.

The first steps of the adjustment procedure apply to these 
joint returns. The processing of the remaining category— 
separate community-property returns—is described later.

JOINT RETURNS
The basic tabulations of individual income tax returns 

include figures on the total number of joint returns filed in 
each year but do not segregate returns on which both hus
band and wife reported wages or salaries. However, cer
tain supplementär}7 tabulations of tax returns were avail
able for 1944 which made it possible to derive the required 
estimates. The following discussion, therefore, is confined to 
a large extent to the estimates for that year with brief 
mention of the derivation of the corresponding figures for 
1946 and 1947.

The adjustment procedure for joint returns included three 
main steps. The first was to estimate the total number of
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joint returns with two wage or salary recipients; the second 
to determine the distribution of these returns by return 
wage-salary level, which was subtracted from the wage- 
salary distribution of all returns with wages or salaries; and 
the third to determine the distribution of the individual 
spouses covered on such returns by individual wage-salary 
level, which was added back to the wage-salary distribution.

Number of returns with two wage-salary earners

The number of joint returns with two wage or salary 
recipients could not be determined from a count of the tax 
returns, because the tax return form, although it provides 
space for the wage-salary earnings from each employer, 
does not segregate the earnings of the husband and wife 
when both report on the same return. For the year 1944, 
however, the returns included additional questions asking 
for the amount of the husband’s income separately from the 
wife’s in cases where the return included income of both 
spouses.3 These questions, it may be noted, referred to 
total income and were not confined to wage-salary receipts.

It was on the basis of the replies to these questions in 1944 
that the number of joint returns with two wage-salary 
earners was estimated, by determining, first, the number of 
two-income joint returns with some wage or salary receipts, 
and, next, the number of them with both spouses reporting 
wages or salaries.

A special tabulation of the replies for 1944 classified joint 
returns, separately for Forms 1040 and Forms W-2, into 
those reporting one and two income recipients, and, within 
each classification, into those reporting wages or salaries and 
those not so reporting. (All of the returns on Forms W-2, 
by definition, reported wages or salaries.4) In addition, all 
of these breakdowns were available separately for returns 
filed in community and in noncommunity property States.

The tabulated number of two-income joint returns with 
wages or salaries was used for noncommunity property 
States, but was discarded for community property States 
where a sizable number of joint returns were described as 
covering two income recipients only because the State laws 
permitted splitting of income between husband and wife. 
Instead, the number of joint returns with wages or salaries 
in community property States that covered two actual 
income recipients was estimated (for Forms W-2 and 1040, 
separately) by assuming that the ratio of two-income joint 
returns with wages or salaries to all joint returns with wages 
or salaries was the same in community as in noncommunity 
property States. This adjustment reduced the total number 
of two-income joint returns reporting wages or salaries in 
1944 from a tabulated 5.4 million to 4.0 million (2.8 million 
Forms 1040 and 1.2 million Forms W-2).

3. A sim ilar segregation of one- and  two-income re tu rn s was called 
for on th e  re tu rn s for 1943 and  1945, b u t for la te r  years th e  question 
was n o t included on F orm  1040 re tu rns.

4. Form  W -2, th e  w ithholding receip t for incom e tax  w ithheld  from
wage or salary  earnings, was th e  optional re tu rn  w hich could be filed 
by  persons whose to ta l incom e was less th a n  $5,000, consisting of 
wages or salaries shown thereon  and  n o t m ore th a n  $100 of wages no t 
sub ject to  w ithholding, dividends, and  in terest. Form  1040, th e
regular income tax  re tu rn , was filed by  persons no t p erm itted  to  use 
Form  W -2, and  by those who, though  eligible to  use Form  W -2, found 
i t  to  th e ir advan tage  to  use Form  1040.

The figure of 4.0 million, covering all two-income joint 
returns with wages or salaries, required further reduction to 
arrive at the number that covered two wage or salary recipi
ents. This reduction was applied to Forms 1040 only. In 
the case of Forms W-2 all of the 1.2 million joint returns 
with two income recipients were assumed to represent 
families in which both husband and wife had received some 
wage or salary earnings during the year. This led to some 
overstatement of the actual number of returns with two 
wage-salary recipients because of the inclusion of returns on 
which all of the reported wage-salary income was earned by 
the one spouse and the income reported by the other was 
solely from interest or dividends in an amount less than 
$100. However, the number of returns with this pattern 
could be assumed to be fairly small.

For Forms 1040, however, a large number of the two- 
income returns with wages or salaries doubtless represented 
families in which only one of the spouses earned wages or 
salaries during the year and the income reported by the 
other spouse was from non-wage-salary sources. Approxi
mately one-half of the 2.8 million two-income Form 1040 
joint returns with wages and salaries were estimated to be 
of this type.5 * For these, the tabulated distribution of re
turns by size of wages or salaries already corresponded to a 
distribution of individual wage or salary earners. The other 
half of this group, representing Form 1040 returns on which 
both spouses reported wages or salaries, when added to the 
corresponding group of Form W-2 returns, yielded an esti
mated total of 2.6 million joint returns with two wage or 
salary earners that required decombination.

As exhibit 2 indicates, this compared with a grand total of 
40.9 million returns reporting wages or salaries in 1944. 
Thus, even allowing for a fairly substantial margin of error 
in the estimate of the number of returns requiring decombi
nation, it is apparent that this group is only a small percent 
of the total number of returns. Possible errors in the subse-

E xhibit 2 .— d u m b e r  o f  in d iv id u a l  in c o m e  ta x  r e tu r n s  w i th  w a g es or  
sa la r ie s  a n d  n u m b e r  o f  in d iv id u a l  w a g e  o r sa la ry  e a rn e rs  co vered  
b y  ta x  r e tu r n s ,  1944, 1946, a n d  1947

[Thousands]

Item 1944 1946 1947

Tax returns w ith  wages or salaries:
(1) Joint returns w ith tw o wage or salary earners____________ 2, 589 2, 967 0)

(2) Separate com m unity property returns of nonearning
298 377 (1)

(3) A ll other returns____________________________ ___________ 38, 029 42,356 (■)

(4) T ota l____________________________ 40,916 45,700 47,658

Individual wage or salary earners covered by tax returns [(4) plus
(1) m inus (2)]__________________________________ ____ _________ 43,207 48,290 50,326

1. N ot estim ated.

quent estimates of the wage-salary distribution of the group, 
therefore, could not have led to substantial error in the over
all distribution.

For 1946, the number of joint returns requiring decombi
nation was estimated at 3.0 million. This was derived by

5. T his p roportion  was derived on th e  basis of Census survey d a ta  
on th e  percentages of male and  fem ale incom e recipients who reported  
wages or salaries as one of their incom e sources.
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procedures similar to those for 1944, except that where 
breakdowns were not available for 1946 use was made, with 
appropriate modifications, of certain of the relationships 
established for 1944. For 1947, an estimate of the total 
number of wage-salary earners covered on returns was 
derived in more summary fashion by multiplying the num
ber of tax returns reporting wage or salary receipts in that 
year by the ratio of the estimated number of wage-salary 
earners to the number of returns with wages or salaries in 
1946.

Distribution of returns with two wage-salary earners

The frequency distribution by size of return wage-salary 
income of the 2.6 million joint returns that had been esti
mated above to require decombination in 1944 was derived 
separately for the 1.2 million Forms W-2 and the 1.4 million 
Forms 1040.

For Forms W-2, the distribution was based on a tabula
tion for 1944 of two-income Form W-2 joint returns in non
community States by size of adjusted gross income.6 Ad
justed gross income represents the sum of wages and salaries 
and net income from other sources reported on the return 
(before the subtraction of allowable nonbusiness deductions 
and of exemptions). For these 1.2 million returns it was 
reasonable to assume that a classification by size of adjusted 
gross income corresponded very closely to one by size of 
wage or salary income. As indicated above, one of the 
requirements for filing Form W-2 was that income from 
sources other than wages or salaries could not exceed $100. 
Also, in 1944 only 6 percent of Form W-2 returns reported 
the receipt of items other than wages or salaries and the 
aggregate of such income was very small.

For Forms 1040, however, a similar assumption could not 
be made. Unlike Forms W-2, not all of the Form 1040 
returns reported wages or salaries, and the distribution by 
adjusted gross income class of the returns with wage-salary 
earnings would be expected to differ from those without 
such earnings. Moreover, even for returns reporting wages 
or salaries, a distribution by adjusted gross income class 
would not correspond to one by wage-salary class because 
many of the Form 1040 returns reported sizable amounts of 
non-wage-salary income.

Instead, the following procedure was used. First, the 1.4 
million Form 1040 joint returns with two wage-salary earners 
were distributed by adjusted gross income level, based on 
the corresponding percentage distribution of Form 1040 
joint two-income returns with wages or salaries. The latter 
was derived from a frequency distribution by adjusted gross 
income level that was available for all Form 1040 joint two- 
income returns, by subtracting returns with no wages or 
salaries at the various levels. The numbers subtracted were 
estimated on the assumption that within each adjusted gross 
income class above $7,000 the percentage of returns without

6. Statistics of Income for 1944, P a r t  1, U. S. T reasury  D epartm en t, 
p. 40.

261029—53----- 6

wage-salary income was the same for these Form 1040 joint 
two-income returns as for all Form 1040 joint returns. For 
adjusted gross income classes below $7,000, for which data 
limited to Form 1040 joint returns were not available, 
corresponding percentages referring to all Form 1040 returns 
were used.

Second, the distribution of returns with two wage-salary 
earners by adjusted gross income level was converted into a 
distribution by wage-salary level by using a cross-distribu
tion, tabulated by the Bureau of Internal Revenue for 1946 
relating to all returns with wages or salaries, showing returns 
distributed by size classes of adjusted gross income and, 
within each such class, by size classes of wage or salary in
come. The number of two wage-salary earner returns in 
each size class of adjusted gross income was distributed 
among wage-salary classes proportionately to the cor
responding frequency distribution in the cross-tabulation, 
and the results for all adjusted gross income classes were 
combined.7

The frequency distribution by size of return wage or salary 
income for all returns covering two wage-salary earners was 
derived by adding this distribution for Forms 1040 to the 
corresponding distribution for Forms W-2. The aggregate 
amounts of wage-salary income for the two-earner returns in 
the various wage-salary brackets were derived by multi
plying the frequencies by estimated means for the corre
sponding brackets.8 These frequencies and aggregate 
amounts were then subtracted from the distribution, by 
wage salary level, of all returns reporting wages or salaries.

Distribution of earners on two wage-salary returns

As indicated above, a distribution for the individual wage 
or salary earners covered on the two-earner returns was 
required as a substitute for the distribution of returns that 
had been subtracted from the wage-salary distribution. 
This distribution was estimated largely on the basis of special 
tabulations of two-income joint returns by size of husband’s 
income cross-classified by size of wife’s income. These 
were available separately for joint returns filed on Forms 
W-2 and Forms 1040 for 1944, based on the answers to the 
special questions that were included on both tax return forms 
for that year, described above.

Each of these tabulations was first transformed, by cross
addition, to show a distribution of returns by size of com
bined husband-wife income cross-classified (1) by size of

7. A sim ilar cross-tabulation  w as n o t available for 1944. However, 
i t  w as reasonable to  assum e th a t  th e  d is tribu tion  of re tu rn s  by size 
of wage or salary  incom e, n/ithin any  given ad ju s ted  gross incom e class, 
would n o t differ substan tia lly  for th e  2 years. A te s t was m ade which 
confirm ed th is hypothesis. B ureau of In te rn a l R evenue tabu la tions 
of all re tu rn s  reporting  wages or salaries were availab le  for 1944 classi
fied by  (a) ad ju s ted  gross incom e class, and  (b) wage o r salary  incom e 
class. T he num ber in each ad ju s ted  gross incom e class, as given in 
(a ), was d is tribu ted  by wage or salary  classes by  using th e  correspond
ing percentage d is tribu tion  from  th e  1946 cross-tabulation . The 
resu lts , w hen sum m ed for all ad ju s ted  gross incom e classes, were found 
to  be in  close agreem ent w ith  d is tribu tion  (b).

8. See foo tno te  2.



36 APPENDIX

husband’s income, and (2) by size of wife’s income.9 For 
Forms W-2 and 1040 separately, the distribution of joint 
returns with two wage-salary earners by size of return wage 
or salary income was inserted in the combined husband-wife 
margin and the number in each combined class was distributed 
by size of husband’s and by size of wife’s income propor
tionately to the corresponding frequency distribution given 
in the cross-tabulation.10 The sum of the derived dis
tributions for husbands and wives on Forms 1040 and W-2 
yielded the estimated wage or salary distribution of in
dividual wage or salary earners on two-earner joint returns. 
Aggregate wage-salary income for the individual earners in 
each bracket was estimated by multiplying the frequencies 
by estimated means for the several brackets.

The wage-salary distributions of the two-earner joint 
returns and of the individual earners covered on these returns 
are shown in columns 2 and 3 of exhibit 3. These figures, * 1

9. The basic cross-tabulation  presents th e  num ber of re tu rn s in 
given cells, for exam ple, th e  num ber in a  cell in w hich th e  husbands 
report betw een 83,000 and 84,000, and the wives betw een 81,000 and 
82,000. The com bined incom es of these husband-wife un its  th u s  range 
betw een 84,000 and  $6,000. The problem  of cross-adding— i. e., the  
problem  of determ ining, in th is case, the frequency of husband-wife 
units w ith  combined incomes of 84,000 to  85,000 and the frequency of 
those w ith  85,000 to  86,000— is one of in terpo lating  for frequencies 
lying above or below a line cu tting  the  cell a t  forty-five degrees.

The sim plest procedure, and  one th a t  is m oderately  good if the cell is 
very small in size, would be to  assume th a t  all the  frequencies are 
concentrated  e ither a t  the center of the  cell, or preferab ly  a t  a  point 
determ ined by th e  m ean incomes of husbands and  wives. In  th e  above 
exam ple, th is  w ould place all husband-w ife units e ither a t  85,000, or, 
assum ing in th is illustration  th a t  the m ean income of husbands is 
83,550 and th a t  of wives 81,600, a t  $5,150.

The procedures used here, and in most o ther cases of cross-addition 
th roughou t th e  report, however, allowed for a  spread of frequencies 
th roughou t the cell. The m ethod used m ost often was to  assum e a 
uniform  distribu tion  of frequencies w ith in  the cell and  to  in terpolate 
by th e  form ulas given below w hich were developed for the general case 
of rec tangu lar cells. The income range on th e  narrow er side of the 
rectangle is denoted by s, th e  range on the o th er side by  g, and  the 
m inim um  and  m axim um  values of the sum  of th e  tw o variables w ithin 
th e  cell (in th is case, th e  com bined income of husbands and  wives) by d 
and  h, respectively. Then the proportion, r, of husband-wife un its 
w ith  com bined incom es of less th an  some specified am ount, w, is as 
follows:

(1) If d<^w <d +  s, r(w) =  (w — d)2/2sg

(2) If d +  s <w <d-\-g, r(w) =  (w — d — ,5s)¡g

(3) If d-\-g<w<Ch, r{w) =  \ — {h — w)2!2sg

In  th e  above illustration , where the cell is square, th e  form ulas assign 
one-half of the  husband-wife units betw een $4,000 and  $5,000, and the 
o ther one-half betw een $5,000 and  $6,000. If  a  second illu stration  is 
tak en  in  w hich the cell covers a range of husbands’ incom es from  $4,000 
to  $5,000 and  of w ives’ incomes from  $500 to  $1,000, then  the proportion 
of husband-wife units w ith  com bined incomes betw een $4,500 and 
$5,000 is given by e ither the first or second form ula as .25.

For m any cells, closer approxim ations were obtained  by assum ing 
a nonuniform  d is tribu tion  function  w ith in  the cell, of th e  form  / =  
a-\-bx-\-cy, w h e re /is  th e  density  a t  given values of husband ’s income, x, 
and  of w ife’s income, y, and  a, b, and  c are constants. In  cases where 
th e  cell was square and  where the in terpo lation  po in t was m idway 
betw een th e  m inim um  and  m axim um  combined incom es of husband- 
wife units (i. e., where w — l{d-\-h)), then

(4) r{w) =  l . b — {ax +  au)

where ax is th e  proportion  of th e  income range of husbands in th e  cell 
up to  th e  po in t denoted by th e ir m ean income, and av is the correspond
ing proportion  for wives. The values of ax and  o„, which were no t 
given in  th e  cross-tabulation, were estim ated  by using the form ulas 
given in  footnote 2. In  the first exam ple above, where the cell is of the 
type  required  for (4) to  be applicable, a j,=  .550, a„= .600 , and  r($5,000) 
=  .35.

Cells w hich were no t square and  those in w hich the in terpolation  
po in t was no t m idw ay betw een the m inim um  and m axim um  com bined

which are for 1946, were derived similarly to those described 
for 1944 except that certain of the 1944 cross-tabulations, 
which were not available for 1946, were used with appropriate 
modification for the later year. For 1947, the separate ad
justments described here and under “Separate Community 
Property Returns” were not made. Instead, the distribution 
of tax returns by wage or salary level for that year was 
converted into a distribution of the individual wage-salary 
earners covered on the returns on the basis of the relationship 
between the return and the derived individual earner dis
tributions for 1946.

SEPARATE COMMUNITY PROPERTY RETURNS
The Bureau of Internal Revenue distribution of all tax 

returns by wage or salary level required a further adjustment 
because it included separate community property returns on

incomes of husband-wife units were frequen tly  broken in to  square cells 
of the ty p e  th a t  was required  in order th a t  (4) could be applied, or 
broken in to  sm aller cells for w hich (1), (2), or (3) could be used. U nder 
the assum ption of the  nonuniform  linear function above, such b reak 
downs were obtained  by  th e  following form ulas. The proportion  of 
frequencies in the cell falling below some specified value of hu sb an d s’ 
incom e, x, is given by:

(5) r(x) =  px+ p x{\ — px)(3 — 6a*),

and  the corresponding proportion  below some specified value of w ives’ 
income, y , by :

(6) r(y )= P v +  p„(\ — p„)(3 — 6a„).

The proportion  of frequencies below both x and  y is given by:

(7) r{x,y) =  pxr{y) +  p vr { x ) - p zp y,

where ax and  av are defined as above, px represen ts the p roportion  of 
the  income range of husbands in th e  cell up to  th e  po in t of in terpo la
tion , and  p v represen ts th e  corresponding proportion  for wives.

For example, in th e  second illu stra tion  above, all of the husband-w ife 
units w ith combined incomes below $5,000 m ust fall below th e  diagonal 
of a  square subcell in w hich th e  husbands’ incomes range from  $4,000 
to  $4,500 and  the wives’ incomes from  $500 to  $1,000. T he proportion  
of un its in th e  original cell falling in th is square subcell could be found 
by applying form ula (5), and the  proportion  of un its in  th e  square 
subeell falling below th e  diagonal by applying form ula (4), com puting 
ax in form ula (5), and  ax and a y for th e  square cell in  form ula (4), by 
the m ethods given in footnote 2. ( I t m ay be noted th a t  th e  values of 
ax for the original cell and th e  square subcell are no t identical.)

I t  m ay be noted also th a t  the above form ulas were adap ted  for use 
w hen the problem  was to  su b trac t through , ra th e r th an  add  through, 
a cross-tabulation. F or example, a t  a  la te r stage in th e  estim ating 
procedure th is kind of sub trac tion  was required where th e  available 
tabu la tion  showed tax  re tu rns cross-classified by size classes of divi
dends and ad justed  gross income, and the desired cross-classification 
was by size classes of dividends and ad justed  gross income exclusive of 
dividends (section 5). W ith  w  defined as x — y, and  d and h represen t
ing, as in the case of addition  of th e  tw o variables, the m inim um  and 
m axim um  values of w w ith in  a cell, form ulas (1) th rough  (3) above, 
which assum e a uniform  d istribu tion  of frequencies w ith in  the  cell, 
could be used for sub trac tion  w ithout any  m odification. F or square 
cells in  w hich w =  i  (d +  h), form ula (4), w hich assum es th e  ty p e  of 
nonuniform  d istribu tion  described above, becomes

(8) r (w )= a y — ax +  .5, 

w ith  ax and ay defined as above.
A dditional discussion of some of the in terpo lation  form ulas given 

above and in footnote 12, m ay be found in  M aurice Liebenberg and 
H ym an  K aitz, “An Incom e Size D istribu tion  from  Incom e T ax and 
Survey D ata , 1944,” P a r t V II of Studies in  Income and Wealth, Vol. 13, 
N ational B ureau of Econom ic Research, New York, 1951.

10. T his procedure assum ed th a t  th e  d is tribu tion  for a  given class of 
combined ad ju sted  gross income was applicable to  th e  sam e size class 
of combined w age-salary income. T he assum ption was entirely  reason-, 
able for Form s W -2, where reported  ad justed  gross incom e and  wage- 
salary  incom e were practically  identical, b u t was doubtless sub ject to  
error in  th e  case of Form s 1040.
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which one spouse reported wages or salaries earned by the 
other, and the other spouse correspondingly reported incom
plete wage-salary earnings. In order to derive a distribution 
of individuals by size of wage or salary income it would have 
been necessary to deduct separate community property
E xhibit 3.— A d ju s tm e n t s  to  n u m b e r  o f  in d iv id u a l  in c o m e  ta x  

r e tu r n s  w i th  w a g es o r sa la r ie s  to  d e r ive  n u m b e r  o f  in d iv id u a l  
w a g e  o r sa la ry  e a rn e rs  c o vered  b y  ta x  r e tu r n s , b y  m o n e y  w a g e  or  
sa la ry  lev e l , 1946

[Thousands]

M oney wage or salary level

All re
turns 
with  

wages or 
salaries

a )

Joint returns with  
two wage or salary 

earners

Separate commu
nity property re
turns o f  couples 

with one wage or 
salary earner

Individ
ual wage 
or salary 
earners 
covered  
by tax 

returns 
( D - ( 2 ) +  
( 3 ) - ( 4 ) +

(5)

(6)

B y  tax 
return 
level

(2)

B y  indi
vidual 
earner 
level

(3)

B y  tax 
return  

level

(4)

B y  indi
vidual 
earner 
level

(5)

$l-$499____________________ 4,990 53 1,348 22 6 6,268
$500-$999__________________ 5, 482 103 1, 175 29 5 6, 531
$1,000-$1,499_______________ 6, 367 193 951 50 6 7,082
$1,500-$1,999_______________ 7,071 335 767 96 8 7,416
$2,000-$2,499_______________ 6, 694 465 619 148 10 6,710
$2,500-$2,999_______________ 5,316 485 490 141 15 5,194

$3,000-$3,999_______________ 6.021 799 444 135 48 5, 579
$4,000-$4,999_______________ 2, 145 435 86 50 74 1,821

$5,000-$9,999_______________ 1.309 89 48 64 163 1.366
$10,000-$24,999_____________ 260 10 7 17 36 276
$25,000-$49,999_____________ 37 1 (0 2 5 39
$50,000 and over___________ 7 « (') « 1 8

T otal________________ 45,700 2,967 5,935 754 377 48,290

Aggregate m oney wages or
salaries (billions of dol.).._ $99. 2 $8.9 $8.9 $2.6 $2.6 $99.2

M ean m oney wages or sala-
ries (dollars)_____________ $2,171 $3,000 $1, 500 $3,448 $6,897 $2, 054

1. Less than 500.

returns from the initial wage-salary distribution, and to 
substitute for them the underlying frequency distribution of 
individual earners by actual wage or salary level. In the 
absence of satisfactory data, the adjustment was confined to 
the group for which the misclassification was most pro

nounced, namely to husband-wife units in which one of the 
spouses did not earn any wages or salaries during the year 
hut reported one-half of wages or salaries earned by the other 
spouse.

Three steps were involved in the adjustment, (a) 
Approximately 0.3 million husband-wife units accounting for 
0.6 million of the 1.3 million separate community property 
returns filed in 1944 were estimated to be of this type. To 
derive this figure an estimate of the total number of separate 
community property returns with wages or salaries was made, 
and the proportion of these returns which covered couples in 
which only one spouse actually earned wages or salaries 
during the year was estimated on the basis of noncommunity 
property State relationships, (b) These 0.6 million returns 
were distributed by adjusted gross income class in proportion 
to an estimate of the corresponding distribution of all sep
arate community property returns reporting wage or salary 
receipts. The distribution was then converted to wage- 
salary classes by using the cross-tabulation of returns by 
adjusted gross income and wage-salary size classes referred 
to in connection with the discussion of joint returns under 
“Distribution of returns with two wage-salary earners.” 
The resulting distribution was subtracted from the Bureau of 
Internal Revenue distribution of all returns by wage-salary 
level, (c) Since the typical pattern permitted by State law 
was a 50-50 split of wages and salaries between the two 
spouses, the actual wage-salary distribution of the earning 
spouses was estimated by taking one-half of the returns in 
each wage-salary bracket from (b), assigning them to twice 
the amount of wage-salary income, and then interpolating 
to determine the frequencies for the usual income intervals. 
This distribution was then substituted for the one subtracted 
in (b).

Distributions (b) and (c) for 1946, derived by methods 
similar to those for 1944, are shown in columns 4 and 5 of 
exhibit 3.

Adjustments for Coverage of Tax Returns
The distributions of individual wage or salary earners 

derived from income tax returns required adjustment to add 
persons who did not report their wage or salary receipts to 
the Bureau of Internal Revenue, and to subtract certain 
minor reporting groups falling outside the category of civilian 
wage-salary earners in the continental United States. These 
two adjustments are described next, followed by a discussion 
of the miscellaneous group with very small earnings not 
covered in the adjusted wage-salary distributions.

ADDITIONS
Wage or salary earners not covered in the Bureau of 

Internal Revenue universe did not bulk large in the aggre
gate when measured in terms of their total wage or salary 
earnings, because the low tax return filing requirement of 
$500 in this period, together with the tax-withholding sys
tem, ensured a very high coverage of wage or salary receipts. 
Furthermore, the tax returns included part of the group

with wage-salary earnings of less than $500, namely persons 
earning these small amounts who filed returns to obtain 
refund of withholding taxes or to declare other types of 
income they received during the year. In 1946, for example, 
the 45.7 million returns declaring some wage or salary 
earnings included 5.0 million reporting less than $500 of 
wages or salaries.

The wage-salary tabulations were not available with clas
sifications by occupation or industry so that it was not 
possible to determine precisely the groups in the labor force 
that were incompletely covered. I t was decided, therefore, 
to limit the adjustment for noncoverage to farm laborers and 
domestic servants, which are the two groups most likely not 
to file returns considering their special characteristics and 
the fact that they are not covered by the tax-withholding 
system.11

11. I t  m ay be noted th a t  some of the  nonfilers m ay have had  credits 
and  deductions in  excess of th e ir incomes and  would be nontaxable 
even if they  had filed returns.
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Estimates of the frequency distribution of farm laborers by 
money wage or salary level were based mainly on data from a 
sample survey covering the incomes of this group of workers 
in 1947. The data were obtained for the Bureau of Agri
cultural Economics by the Bureau of the Census in its 
regular Current Population Survey of December 1947. 
Questions on amounts of money wages or salaries earned 
during 1947 from farm and nonfarm work were asked of each 
person who indicated that he had done some farm work for 
money wages during that year. Estimates of the wage- 
salary distribution of these workers appear in “The Hired 
Farm Working Force of 1947,” Bureau of Agricultural 
Economics, U. S. Department of Agriculture, July 1948.

The survey data required adjustment to allow for under
statement in the amounts of wages and salaries reported by 
respondents. In the absence of data on the relative extent 
of understatement in the various wage brackets, the follow
ing procedure was used. The percentage distribution of 
farm laborers by size of money wages for 1947 from the 
sample study, adjusted slightly so as to include certain types 
of laborers not covered in the survey, was applied against 
the estimated total number of persons who had worked for 
farm money wages during that year. This total, it may be 
noted, included not only persons whose major activity during 
the year was farm wage work but also those who worked as 
farm laborers for only short periods.

The resulting frequencies in the various wage brackets 
when multiplied by the average wage at each bracket yielded 
a first estimate of the aggregate money wage earnings of this 
group. This aggregate was compared with the Bureau of 
Agricultural Economics’ independent estimate of the total 
cash farm wage bill after allowance had been made for some 
variations in population and wage-salary coverage between 
the two sets of data. The difference between the two aggre
gates was taken to represent total understatement of income 
in the “blown-up” survey.

The correction for understatement in the size distribution 
was made by assuming the same percentage understatement 
by farm laborers at all wage-salary brackets, i. e., by distrib
uting the aggregate understatement in the total cash farm 
wage bill among wage-salary groups in proportion to the 
aggregate money wages reported. Farm wage workers in 
each wage bracket were accordingly shifted up the wage 
scale by a constant percentage so that the Lorenz curve of 
money wages shown by the sample data was maintained.12

12. Two incom e d istribu tions have th e  sam e Lorenz curve if th e  
percentage of un its  a t  any  given incom e poin t, x, in  th e  one d is tribu tion  
is equal to  th e  percentage a t  th e  income poin t, kx, in th e  second. The 
constan t, k, is th e  ra tio  of th e  a rithm etic  m ean incomes of th e  tw o dis
tribu tions. T hus th e  determ ination  of a  size d is tribu tion  hav ing  th e  
sam e Lorenz curve as th a t  of some given d is tribu tion  becomes sim ply 
a  m a tte r  of in terpo lation .

F or exam ple, assum e th a t  a  d is tribu tion  is to  be derived th a t  has th e  
sam e Lorenz curve as some given d is tribu tion  b u t th a t  has an  a r ith 
m etic m ean 50 percen t higher. All of th e  incom e levels in the  original 
d is tribu tion  share p roportionate ly  in  th is increase, e. g., th e  percentage 
of un its  w ith in  th e  in itia l incom e b racket, $2,000 to  $3,000, will move 
up  to  th e  b racket, $3,000 to  $4,500. Since an  incom e b racket, $3,000 
to  $4,000 is desired for th e  final d is tribu tion , an in terpo lation  procedure 
is necessary to  separa te  th e  $3,000 to  $4,500 b racket in to  tw o parts , 
$3,000 to  $4,000 and  $4,000 to  $4,500. This is equ ivalen t to  separating  
th e  original incom e b rack e t in to  tw o parts , $2,000 to  $2,666.67, and  
$2,666.67 to  $3,000 (since $4,000 is 50 percen t g reater th a n  $2,666.67).

T he in terpo lation  procedure th a t  was used in m ost cases was based

This 1947 Lorenz curve was used, also, to estimate the 
wage-salary distributions for farm laborers for 1944 and 1946. 
On the assumption of an unchanged Lorenz curve for the 3 
years, the frequency distributions by wage-salary income for 
the two earlier years could be derived directly, once the 
number of farm laborers and their aggregate wage-salary 
income in each year had been determined.

Domestic servants were distributed by size classes of 
money wages or salaries on the basis of census survey data 
for this occupational group and then adjusted to allow for 
understatement of income in the field enumeration. The 
adjustment to allow for income understatement was made, 
similarly to that for farm laborers, by comparing the aggre
gate money wages accounted for by the survey data for the 
domestic servants group with the corresponding amount 
included in the personal income series, and by shifting the 
units up the wage scale so as to add the missing income and 
maintain the Lorenz curve.

The combined distribution for farm laborers and domestic 
servants in 1946 that was added to the wage-salary distribu
tion derived from tax returns is shown in exhibit 4, column 2. 
As indicated there, the additions were limited to persons 
with money wages of less than $1,500, who comprised the
on th e  assum ption th a t  th e  frequencies in th e  incom e b racket could be 
fitted  w ith  a  linear density  function. In  such instances, th e  p roportion  
of frequencies in th e  b racket falling betw een th e  lower lim it of th e  
bracket and  th e  p o in t of in terpo lation  is given by

r =  p +  p { \ —p) (3 —6o),

where a is th e  proportion  of the  incom e range of th e  b racket up to  the 
po in t denoting th e  arithm etic  m ean incom e of th e  bracket, and  p is th e  
corresponding p roportion  up  to  th e  po in t of in terpo lation . The 
proportion  of aggregate incom e betw een th e  lower lim it of th e  b racke t 
and  th e  po in t of in terpo lation  is given by

g =  s-|-5- (r — s),

where s =  p2 +  p2(l — p)(2 — 4a)/a. The fraction, xi/x, is th e  ra tio  of the 
lower b racket lim it to  th e  b rack e t mean. In  th e  illu stra tion  considered 
above, suppose th a t  th e  average incom e in th e  in itia l b racke t is $2,600. 
T hen a =  .600, p =  2/3, x i/x=  .769, whence i t  follows th a t  r= ,5 3 3 , and  
?= .4 9 0 .

U nlike th e  farm  laborers discussed above, the  d is tribu tions for m ost 
of th e  o ther groups where sim ilar techniques were used (e. g., nonfarm  
en trepreneurs in  section 2) extended in to  th e  upper incom e ranges. 
In  these instances, for b rackets accounting for approxim ately  th e  upper 
10 to  20 percen t of th e  frequencies, in terpo lation  was based on P areto  
curves fitted  to  cum ulative frequencies above th e  income bracket 
lim its. F o r closed brackets, th e  proportion  of frequencies falling 
betw een th e  lower lim it of th e  b racke t and  th e  po in t of in terpo lation  
is given by

_ l — (xi/xv) ’
1 - ( W 0 ’

and  th e  corresponding p roportion  of aggregate incom e by

_ x \ F ,—x vF v
® XiFi-x-iF-i

T he term s, x,, x2 and  x v are, respectively, th e  lower and  upper lim its of 
the  incom e b racke t and  th e  p o in t of in terpo lation ; Fit F2 and  F v are 
the  cum ulative frequencies above each of those po in ts; and  i>=[log- 
(FilFs)]l[log(x2/xi)]. In  som e cases where m ean incom es were available 
for closed b rackets in  th e  upper ranges of a  d istribu tion , a  m ore com
plicated  P are to  curve fitting  procedure was used, based on d a ta  for the 
given b racke t alone, ra th e r th a n  on the  cum ulative frequencies above 
given incom e points.

F o r th e  final “ and  over” incom e bracket, th e  form ulas above for 
r and  q were used w ith th e  te rm  F2/F i in th e  first, and  x2F2 in th e  second, 
deleted, and  v was calculated as above b u t using d a ta  from  the  pre
ceding b racket. W here th e  average income, x, for_the “ and  over” 
b racket was know n, v was com puted by  use of v = x /( x —xl).
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bulk of these two categories of workers. It was assumed 
that those who earned more than that amount were for the 
most part engaged primarily in other occupations and were 
presumably already covered in the tax-return universe. 
The additions accounted for $2.3 billion in 1946, slightly 
more than 2 percent of total wages and salaries reported on 
tax returns.

SUBTRACTIONS
The two main groups of wage-salary workers that were 

subtracted from the distribution derived from tax returns 
were military commissioned officers and wage-salary workers 
in Alaska and Hawaii. These were omitted because the 
desired distribution was for civilian wage or salary earners 
in the continental United States. This was the group to 
which the cross-tabulations that were later used in converting- 
individual earners into family units were limited (section 4).

As exhibit 4 indicates, the adjustment to exclude military 
commissioned officers was relatively small, accounting for 
less than $1 billion of wages and salaries in 1946. During 
the war and early postwar period the first $1,500 of money 
pay received by members of the Armed Forces was excluded 
in computing gross income for tax return purposes. Since 
returns were required to be filed only by persons with $500 or 
more of gross income this meant that for the most part only 
officers with more than $2,000 of money pay would file 
returns. Furthermore, members of the Armed Forces on 
sea duty or outside the continental United States could 
postpone filing until several months after their return to the 
country, so that only part of the officers in these higher wage 
brackets were actually included in the tabulations.

The total number of officers in each branch of the armed 
services was distributed by size classes of military money 
pay on the basis of data on strength and money pay by 
grade and rank for the 3 years, made available by the 
Department of Defense. For 1944 and 1946, the number of 
officers in each income bracket above $2,000 was reduced 
by the same proportion (by 50 percent in 1944, and 15 
percent in 1946) to exclude officers who were estimated to 
have postponed filing tax returns.

The percentage reductions were based on data on the 
proportion of officers outside the continental United States 
on the March 15 following each year, with a rough allowance 
for the number returning to the country within the next 
several months. (Generally speaking, the cutoff date for 
the tax return tabulations for any given year is the end 
of the following calendar year, and consequently officers 
returning to the United States in the latter part of the year 
would not be included in the tax return tabulations covering 
the preceding year if they made use of the permission to 
postpone filing.) The resulting distributions were then 
shifted down the wage-salary scale by $1,500 to correspond 
to the amounts that would actually be reported on officers’ 
tax returns. The distribution thus derived is shown for 
1946 in exhibit 4, column 3.

Tax returns filed in Alaska and Hawaii accounted for 
approximately $0.5 billion of the $99.2 billion total of wages 
and salaries reported on all returns in 1946. The wage-salary
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E xhibit 4 .— A d ju s tm e n t s  to  n u m b e r  o f  in d iv id u a l  w a g e  o r sa la ry  
e a rn e rs  co vered  b y  ta x  r e tu r n s  to  d e r ive  n u m b e r  o f  c iv i lia n  w age  
o r sa la ry  e a rn e rs , b y  m o n e y  w a g e  o r sa la ry  leve l, 1946

[Thousands]

Money wage or salary level

Wage or 
salary 

earners 
covered 
by tax 

returns 
(1)

D om estic 
workers 

and farm 
laborers 1

(2)

M ilitary 
com m is
sioned  
officers 

filing tax 
returns 2 

(3)

Civilian 
wage or 
salary'

earners 3
(1 ) -H 2 )-

(3) «
(4)

$1—$499_________________ f>, 208 2, 928 9,154
$500-999.._ . . .  _ 0,531 1. 158 49 7, 605
$1,000-$1,499_______ 7,082 747 49
$1,500-$1,999____ 7,410 (842) 55 7,328
$2,000-$2,499_____  . . 0, 710 (196) 51 0, 029
$2,500-$2,999_________ 5, 194 U 1 6 ) 41 5, 130
$3,000-$3,999_______ 5,579 (110) 02 5, 493
$4,000-$4,999___________ 1,821 (1 6 ) 20 1, 787
$5,000-$9,999_______ 1,300 (0) 29 1,331
$10,000-$24,999_____ 270
$25,000-$49,999... 39
$50,000 and over_________ 8

T otal______ 48,290 1 4,833 362 52,523

Aggregate m oney wages or salaries
(billions of dollars)_______ $99. 2 1 $2. 3 $0.9 $100. 1

M ean m oney wages or salaries (dollars).. $2,054 $470 $2,480 $1, 900

1. O nly the dom estic workers and farm laborers w ith  wages under $1,500 have been added  
to earners covered by tax returns; the remainder were assumed to have filed returns.

2. Officers are classified b y  salary estim ated to have been reported on tax returns, i. e., 
$2,000 less than their m ilitary m oney pay.

3. See text for discussion of civilian wage or salary earners not covered in this d istribution.
4. Includes, also, an adjustm ent to remove earners in A laska and Hawaii.

data for these territories were not available with a classifica
tion by size, and the adjustment to exclude them consisted 
merely of a proportionate reduction in the frequency dis
tribution of all civilian wage-salary earners.

ADJUSTED DISTRIBUTION

The adjusted frequency distribution of civilian wage or 
salary earners derived for 1946 is given in the last column of 
exhibit 4. The number of persons in the lowest wage 
bracket of this column would be substantially larger if the 
wage-salary distributions had been adjusted further to 
include all persons who earned $1 or more of civilian money 
wages or salaries during the year. As indicated above, the 
adjusted distributions presented here cover civilian earners 
who are estimated to have reported some wages or salaries 
on income tax returns plus farm laborers and domestic 
servants. Except for these two latter groups, they do not 
include persons who worked for only short periods during 
the year and were not required to file returns, and persons 
who did not declare their wage earnings on tax returns, or who 
did not file tax returns even though required to do so.

The available evidence suggests that the group excluded 
from the adjusted wage-salary distribution may be fairly 
large in number but that the great bulk of these persons were 
part-time workers who earned very small amounts of wages or 
salaries—probably a few hundred dollars or less. The ex
cluded group can be roughly measured by comparing the 
number of persons included in the wage-salary distribution 
with the estimated total number who worked for civilian 
money wages or salaries at some time during the year. In 
1947, for example, the adjusted distribution accounted for 55 
million wage-salary earners, and the estimated total was ap-
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proximately 60 million.13 1 For 1946, the gap was about 2 
million larger.

At the same time, however, the corresponding gap in ag
gregate wages and salaries is found to be relatively small. 
The adjusted distributions derived from tax returns for 1946 
and 1947, for example, accounted for only $1 billion to $2 
billion less civilian money wages or salaries than the most 
nearly comparable totals derived from the personal income 
series. A reconciliation of the aggregate amount of wages 
or salaries reported on tax returns and the total included in 
the personal income series is shown, for 1946, in exhibit 5.

A correction in the wage-salary distributions was not made 
to include these marginal part-period earners mainly because 
the earnings of this same group appear also to have been 
omitted in the field surveys of family income which were 
used as a basis for converting the individual earner distri

butions into family units (section 4). Instead, the wages 
and salaries not accounted for in the wage-salary distribu
tions were distributed by family income brackets, at a later 
stage in the procedure, proportionately to the aggregate 
family incomes that had been estimated for those brackets 
(section 5).
E xhibit 5 .— C iv ilia n  m o n e y  w a g es or sa la r ie s:  C o m p a r is o n  o f  

a g g re g a te  a m o u n t  in  p e r so n a l  in c o m e  se r ie s , in  s iz e  d i s t r ib u t io n  
o f  in d iv id u a l  w a g e -sa la ry  e a rn e rs , a n d  o n  in c o m e  ta x  r e tu r n s ,  
1946

Personal incom e series:
W age and salary receipts a s  in personal incom e____________________________ 1 109.2
Less: M ilitary  w ages or salaries____________________________________________ I 8.0
Less: N onm on ey civilian  wages or salaries (of farm and nonfarm workers) _ _ 1.2
Less: C ivilian  w ages of persons w ho entered Arm ed Forces or d ied_________ ! .8
Plus: E m ployee contributions for social insurance__________________________| 2.0
Plus: Earnings of groups excluded from entrepreneurial incom e size distri

butions, and miscellaneous fees 1________________________________________ j 1.0

13. F or 1947, according to  a Census Bureau survey, the to ta l num 
ber of persons in th e  civilian non institu tional population  who worked 
for money wages or salaries during th e  year was 56 million, and the total 
reporting  any  type  of em ploym ent for pay  or profit during th a t  year 
was 64 million. (“ W ork Experience of the  Population  in  1947,” Series 
P -50 , No. 8, T able 2.) In  analyzing the  Census figures, E m m ett 
Welch has stepped-up the 64 m illion to ta l by 5 million to  allow for 
undercoverage (see p. 569 of Studies in  Income and Wealth, Vol. 13, 
N ational B ureau of Economic Research, New York, 1951). The 60 
million for the  to ta l num ber of w age-salary earners in 1947 was derived 
by assum ing th a t m ost of W elch’s step-up applied to  the  w age-salary 
group. O ther estim ates of th e  num ber of persons working for civilian 
money wages or salaries during th e  year have been bu ilt up by adding 
to  th e  num ber reporting  wage credits under th e  Old-Age and  Survivors 
Insurance program , estim ates for th e  groups in  noncovered w age-salary 
em ploym ent, e. g., railroad and  G overnm ent workers, domestics, farm  
laborers. These estim ates also to ta led  abou t 60 to  62 million for 1946 
and  1947 (Studies in  Income and Wealth, Yol. 13, p. 313, and  d a ta  
underlying series on to ta l annual paid  civilian em ploym ent shown in 
tab le  8 of Quarterly Sum m ary of Wage, Employment and Benefit Data, 
N ovem ber 1952, Federal Security  Agency.)

Equals: Civilian m oney w ages or sa laries_____________________ _______ ___

Tax returns:
W ages and salaries reported on individual incom e tax returns_____________
Less: Reported earnings of m ilitary officers and wages of workers in A laska

and H aw aii_____________________________________________________________
Plus: M on ey earnings of dom estics and farm laborers estim ated as not re

ported on tax returns 2__________________ _______________________________

Equals: Civilian money w ages or salaries accounted for in size distribution  
o f  wage-salary earners 3________________________________________________

102.3

99.2

1.4

2 .3

100.1

1. Groups excluded from entrepreneurial income size distributions include part of the con
tract construction and finance industries, and new sboys (exhibit 7, footnote 1). M iscella
neous fees include directors’, jury and w itness fees, and fees to justices of the peace (exhibit 11, 
footnote 6). Offset against these item s is a sm all am ount of salaries earned b y  professional 
persons w ho engaged in both  entrepreneurial and salaried work during the year. These 
salaries are covered in  the entrepreneurial incom e size distributions (exhibit 7, footnote 1).

2. See footnote 11 in  th is section.
3. For com parability w ith  the total derived above from the personal incom e series, the 

figures of $100.1 billion requires further adjustm ent to allow for differences in the coverage of 
the tw o series. For example, certain occupational expenses th at were deducted in  deter
m ining wages and salaries reported on tax returns, and wage-salary earnings of persons w ho  
did not file tax returns (other than dom estics and farm laborers) should be added for com 
parability w ith  the total included in  the personal incom e series. T he procedure used here 
was to distribute the difference betw een the tw o totals ($2.2 billion in 1946) among fam ily  
incom e brackets as explained in section 5 (exhibit 12, footnote 1).
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Nonfarm Entrepreneurs
By Entrepreneurial Earnings Level

T h e  distributions by size of nonfarjn entrepreneurial net 
money earnings, covering individuals who were actively en
gaged during the year in nonfarm noncorporate businesses or 
in professional activities, were based on data from income tax 
returns, as tabulated by the Bureau of Internal Revenue, 
supplemented, for selected professional groups, by data from 
questionnaire surveys conducted by the Office of Business 
Economics. Estimates for the farm entrepreneurial group, 
derived from other source material, are described in section 
6 .

The basic data from income tax returns for the nonfarm 
business group, although deficient in a number of respects, 
were superior to those available from the small sample field 
surveys which constituted the only other source of informa
tion on the distribution by size of net income for this group of 
earners. The amount of business income accounted for by 
the sample surveys was substantially smaller than that re
ported on income tax returns whenever a comparison of the 
two sources could be made.

Furthermore, the income tax data permitted the examina
tion and separate adjustment of the distributions for the

various industry groups, whereas the field survey data were 
for the most part based on samples that weref not large 
enough to permit such breakdowns. Also, the tax return 
information was classified by detailed income brackets at the 
top end of the size distribution—above $10,000—where a 
large part of entrepreneurial earnings are concentrated, in 
contrast to the field survey data where, again, such detail was 
not warranted by the size of the samples.

The procedure used in deriving the present series was as 
follows. First, for 1945 and 1947, frequency distributions by 
size of entrepreneurial net money income for individuals in 
each of 11 nonfarm industry groups were derived from 
Bureau of Internal Revenue data for sole proprietorships and 
partnerships. Second, these distributions were adjusted so 
that they would account for total nonfarm entrepreneurial 
money income as estimated by the National Income Division 
in its personal income series. In the case of doctors, dentists, 
and lawyers, use was made of data from questionnaire surveys 
covering these professional groups. Finally, estimates for 
1944 and 1946 were derived by interpolation. These several 
steps are described below.

Distribution From Tax Returns
An individual with entrepreneurial income reported his 

income from this source on a Form 1040 individual income 
tax return under “net profit (or loss) from business or profes
sion” if he operated a sole proprietorship, or “net income (or 
loss) from partnership” if his income represented a share of 
the profits of a partnership.1 In the former, but not the 
latter, case he reported the industry classification of the 
enterprise. For partnership income, in addition to the re
ports on individual income tax returns, special informational 
returns were required to be filed by each partnership which 
showed, among other items, the total net income of the part
nership proper, its industry classification, and the number of 
partners sharing in the income.

For the period under consideration, the following tabula
tions of these data in the form of frequency distributions by 
net income classes were available: First, for 1945 and 1947, 
as part of the Bureau of Internal Revenue program of tabu
lating entrepreneurial income data by industry for odd cal

1. Form  1040F re tu rns filed by farm  operators are included in the  
tabu la tions of the Form  1040 returns.

endar years, frequency distributions of sole proprietoi ships 
(from individual returns), and of partnerships (from partner
ship returns), each classified by industry groups, by size 
classes of net income of the proprietorship or the partnership. 
Second, annual frequency distributions, without any industry 
classification, of individual income tax returns reporting net 
income or loss from business or profession (sole proprietor
ships), or reporting net income or loss from partnerships, 
each by size classes of such net income reported by the 
individuals. In the case of partnership income the major 
definitional difference between the two sets of data is that 
the frequencies and the income brackets in the first set refer 
to the partnership proper, and those in the second set to the 
individual partners.

In addition to the frequency distributions, a third major 
set of tabulations of entrepreneurial income data for 1945 and 
1947 referred to the aggregate amounts reported as net profit 
and as net loss, separately, by industry for proprietorships 
in both years and for partnerships in 1947, and by industry 
and net income classes for partnerships in 1945.

41
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The distributions of nonfarm entrepreneurs presented here 
were developed mainly from the first and third sets of tabu
lations, where the industry classifications made it possible 
to remove the tax returns of farmers and to deal separately 
with entrepreneurs in the various nonfarm industry groups. 
These industry tabulations, furthermore, were based on 
somewhat larger samples of tax returns than the other 
distributions, and had the additional advantage in the case 
of separate community property returns on which business 
income was divided between spouses, that in determining 
frequencies and amounts the business was counted only once, 
with all of the business income attributed to one spouse. 
The second type of tabulation was used, as indicated below, 
as a check on the reasonableness of the derived distributions 
of individual partners by size of their own shares of partner
ship net income.

The frequency distributions for 1945 and 1947 of pro
prietorships and of partnerships by size of proprietorship 
and partnership net income, respectively, which were avail
able by fairly detailed industries, were each summarized into 
the following 12 major industry groups: farming; other 
industries related to agriculture, forestry, and fisheries; con
tract construction; finance, insurance, and real estate; 
manufacturing; mining; doctors, dentists and lawyers; other 
professional and social services; other services; retail trade; 
wholesale trade; and trausportation, communication, and 
public utilities. These distributions were classified by the 
following entrepreneurial net income brackets: Loss (with 
detailed intervals available for partnerships), $1,000 intervals 
to $9,999, $5,000 intervals to $24,999, $25,000-$49,999, 
$50,000-$99,999, $100,000-$299,999 and $300,000 and over. 
In general, these brackets were used in carrying through the 
several adjustments described below.

The frequency distributions of the proprietorship and 
partnership returns for industries other than farming for 
1947 are summarized in the first two columns of exhibit 6.

For each net income bracket a mean and aggregate net 
income was derived for each of the industry groups. For 
1945 partnerships, these means were calculated directly from 
the third set of Bureau of Internal Revenue tabulations 
referred to above. For proprietorships, and for partnerships 
in 1947, the means were based on those for 1945 partnerships, 
adjusted so that the overall aggregate net income for each 
group would agree with the amount tabulated for the industry 
by the Bureau of Internal Revenue.

The returns of partnerships in each industry group and 
income bracket were then converted into distributions of the 
individual partners by size of the income shares each of 
them drew. This conversion was based on a special tabu
lation made available by the Bureau of Internal Revenue 
showing the number of partnership returns, separately for 
those with 2, 3, and 4 or more partners, by industry and by 
size classes of net income of the partnership. Data were also 
given for the total number of partners in each industry.

The frequency distribution of the individual partners by 
size of their respective shares of partnership net income was 
derived by assuming that the partners in each number-of-

partner class divided the income of the partnership evenly 
among themselves. Thus, in each income bracket, for each 
industry group, the partners in 2-partner firms were each 
assigned one-half of the mean net income of the firms, those 
in 3-partner firms, one-third, etc. A special tabulation 
indicated that a high proportion of partnerships actually 
divided partnership net income in this fashion. The result
ing frequency distribution of partners was felt to be reason
able, also, because it agreed closely, for all industry groups 
combined, with the frequency distribution of individual 
income tax returns by size of individuals’ net partnership 
income, referred to above.
E xhibit 6.—Au m b e r  o f  in d iv id u a l  a n d  p a r tn e r s h ip  in c o m e  ta x  

r e tu r n s  r e p o r t in g  n o n fa r m  b u s in e s s  o r  p r o fe s s io n , b y  leve l o f  
so le  p r o p r ie to r s h ip  o r p a r tn e r s h ip  n e t  in c o m e ,  a n d  n u m b e r  o f  
n o n fa r m  e n tr e p r e n e u r s  b y  leve l o f  in d iv id u a l  e n tr e p r e n e u r ia l  
n e t  m o n e y  e a rn in g s ,  1947

[Thousands]

Tax returns filed by—
Partners 

in nonfarm  
partner
ships 1 2

(3)

N on farm entrepreneurs

Entrepreneurial income 
level

Nonfarm
proprie
torships

(1)

Nonfarm  
partner
ships 1

(2)

Covered  
b y  tax 
returns 
( l )+ (3 )

(4)

Adjusted

(5)

Loss_______________________ 378 90 203 581 545

Under $1,000_______________ 973 90 435 1.408 1,434
$1,000-$1,999________________ 823 78 311 1,134 1,114
$2,000-$2,999________________ 522 69 237 759 732
S3,000-$3,999________________ 291 63 134 425 469
$4,000-$4,999________________ 176 55 105 281 310

$5,000-$9,999________________ 323 154 212 535 657
$10,000-$24,999______________ 152 116 118 270 352
$25,000-$49,999______________ 25 38 26 51 63
$50,000 and over____________ 5 22 9 14 18

T o ta l__________________ 3, 668 775 1.790 5,458 5. 694

Aggregate entrepreneurial 
net m oney earnings (bil-
lions of dollars)___________ $9.9 $7.0 $6.8 $16. 7 $19. 7

M ean entrepreneurial net
m oney earnings (dollars).. $2, 699 $9,032 $3, 799 $3,060 $3,460

1. Colum n 2 show s the distribution of partnerships by level of net income of the partner
ship; colum n 3 the distribution of partners by level of partnership net incom e of the ind ividual 
partners.

2. Includes an adjustm ent to subtract returns of persons reporting them selves as engaged  
in “ real estate” but w ithout any gross receipts from business.

In the “finance” industry an adjustment was made in the 
frequency distribution of partners to eliminate a selected 
group of returns, namely those on which the filers indicated 
that they were engaged in “real estate” operations but 
reported no gross receipts “from business.” They were 
presumed to represent private individuals, as distinct from 
real estate firms, who were reporting rental income from dwell
ings or other real estate that they owned and leased to others. 
In conformance with the income classifications underlying the 
personal income series this type of income is included under 
rental income of persons, and not under proprietors’ income 
in the present size distributions. The frequency distribution 
of the excluded group was based on a special tabulation by 
net income bracket of tax returns of partnerships in “real 
estate” reporting no gross receipts “from business.”

The derived distribution for 1947 for partners in industries 
other than farming is shown in column 3 of exhibit 6, and the 
combined distribution of proprietors and partners in column 4.
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Adjustment to Income Aggregates
The aggregate entrepreneurial net money income in each 

of the industry groups for 1945 and 1947, from tax returns, 
was next compared with the corresponding figures in the 
“Income of unincorporated enterprises” component of the 
personal income series. The derivation of the latter esti
mates is explained in the 1951 National Income supplement 
to the Survey  of C urrent  B u sin e ss , pp. 70-79. For 
recent years, the estimates for nonfarm industries are based 
in large part on data from the individual income tax returns 
themselves, but supplementary data, such as statistics on 
retail sales, various other sets of census data, the Office of 
Business Economics series on number of operating businesses, 
and questionnaire surveys of the incomes of selected pro
fessional groups, have also been incorporated. The farm 
income series included in the estimates is derived by the 
Bureau of Agricultural Economics entirely independently of 
the tax return information.

The comparison (which was made after the figures from the 
personal income series had been adjusted, as described later, 
to agree with the Bureau of Internal Revenue data with 
respect to industry classification and types of income 
included) indicated that the discrepancy was greatest for 
farming, followed by the trade and service groups. Because 
of the large discrepancy in farming, the tax return informa
tion was discarded, and, as indicated in section 6, resort was 
had to Decennial Census data in deriving the size distribu
tions for that industry.

Within the nonfarm entrepreneurial sector, separate treat
ment was accorded doctors, dentists and lawyers where 
income data were available from the questionnaire surveys 
on which the estimates in the personal income series are 
based. The methodology for these professional groups is 
discussed next, separately from that for other nonfarm 
industry groups.

DOCTORS, DENTISTS, AND LAWYERS

For physicians and surgeons, dentists, and lawyers, mail 
questionnaire surveys were conducted by the National In
come Division, in most instances in cooperation with the 
several professional associations in these fields. These sur
veys, which comprise the basis for the average entrepre
neurial net income estimates for the three professional groups 
in the national income series, are described in the 1951 
National Income supplement to the Survey" of C urrent  
B u sin e ss , pp. 71-72.

The professional surveys provided percentage distributions 
of persons who reported some income from self-employment 
in each of these occupations during the year, by size of their 
annual net earnings from their professional activities.2 For

2. Accordingly, a small amount of salaries was included in the 
entrepreneurial income distributions for these three professions, and 
excluded from the wage-salary distribution (exhibit 5, footnote 1).

each of the three professional groups, these percentage dis
tributions were applied to the estimated total number of 
persons who were engaged in such activities, in order to 
obtain the frequency in each earnings class. The totals 
were derived by applying step-up ratios, based on the survey 
data, to the National Income Division series on “number of 
active proprietors” in these professions. These step-ups 
were made to allow for the fact that the earnings size distri
butions attempt to cover all persons in these occupations 
who received some income from self-employment during the 
year, whereas the active-proprietor series represents the 
number devoting the major portion of their time to these 
professions.

OTHER NONFARM ENTREPRENEURS
For the other 10 nonfarm industry groups in the entrepre

neurial sector, where income tax returns represented the 
only comprehensive set of basic data on income size distri
bution, the adjustment to the entrepreneurial net money 
earnings total in the personal income series was as follows. 
First, the frequency distribution for each of these industries 
that had been derived from tax returns was corrected so that 
it would account for the estimated total number of entre
preneurs in the industry. Second, the adjusted frequencies 
were shifted along the earnings scale so that the total earnings 
from the personal income series was accounted for and the 
Lorenz curve held constant.

Number of entrepreneurs

The number of entrepreneurs estimated for each of the 
nonfarm industries was based on the National Income 
Division annual “number of active proprietors” series. 
The latter required three types of adjustment for the pur
pose at hand.

First, the industrial classification was adjusted at several 
points so that it would agree with the classification used in 
the tax return tabulations. For example, proprietors of 
small manufacturing firms who were included in the service 
industry group in the “number of active proprietors” series 
were transferred to the manufacturing classification, and 
certain subgroups in the retail trade industry were trans
ferred to services and to wholesale trade.

A second adjustment was to exclude several types of work
ers from the “number of active proprietors” series. These 
consisted of a subgroup of workers within the contract con
struction industry having no formal places of business but 
operating on their own account from their homes (such as 
carpenters and painters), and of insurance solicitors in the 
“finance” industry selling insurance on a commission basis 
without offices of their own. Some of these workers proba
bly reported their earnings as wages and salaries on their tax 
returns and the group as a whole was treated in the present
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size distribution estirrates as part of the wage-salary cate
gory (exhibits 5 and 7).

A third adjustment was to step up the “number of active 
proprietors” to allow for turnover in the business population. 
Step-up ratios were derived by relating Office of Business 
Economics’ quarterly series on births, deaths, and transfers 
of firms, by industry, to the average number of businesses 
in the industry in existence during the year.

For most of the industry groups the number of proprietors 
(including partners) reported on tax returns for 1945 and 
1947 was found to agree fairly- closely with the adjusted 
number derived in the above manner. In each of these 
industries, accordingly, the frequency distribution of entre
preneurs previously derived from tax returns was adjusted 
proportionately to account for the adjusted figure. In retail 
trade where the difference between two series was larger, 
the proprietors not covered in the tax return series were 
assumed to have been more heavily concentrated in the low 
entrepreneurial net income groups than those reporting on 
tax returns. The frequency distribution of this nonreporting 
group was based on a special Bureau of Internal Revenue 
tabulation showing the distribution by net income classes of 
firms in this industry with relatively small gross receipts. 
A similar assumption that the firms not covered on tax 
returns earned relatively small amounts of net income was 
made in the case of the industry group “agriculture other 
than farming.”

Entrepreneurial net money earnings

The correction for differences in the number of nonfarm 
proprietors accounted for only a small part of the entrepre
neurial earnings missing from tax returns. The balance of 
the difference was distributed among the various earnings 
brackets in such a manner as to leave the Lorenz curve in 
each industry unchanged.3

To determine the amounts to be added in this manner the 
figures on total net income of unincorporated enterprises by 
industry from the personal income series required several 
adjustments. The first two of these were similar to those 
described above under “number of entrepreneurs” —i. e., to 
allow for differences in industry classification, and to elimi
nate groups not covered in the entrepreneurial tax return 
series. A third was to adjust the totals from the personal 
income series to allow for differences in income coverage. 
The noncorporate nonfarm inventory valuation adjustment 
was subtracted because it is not a component of taxable 
income, and so were goods withdrawn from inventories for 
their own use by entrepreneurs in retail trade, on the as
sumption that most of them did not properly account on 
their tax returns for this item (exhibit 7).

ADJUSTED DISTRIBUTION
The adjusted frequency distributions of nonfarm entrepre

neurs in 1945 and 1947 were derived by adding the distri
butions for the 11 nonfarm industry groups. The results for 
1947 are shown in the last column of exhibit 6.

3. See section 1, footnote 12.

A reconciliation of the three sets of data on number of 
entrepreneurs and aggregate entrepreneurial net income—• 
the totals in the personal income series, those underlying 
the distributions by size of nonfarm entrepreneurial net 
money income, and those reported on income tax returns— 
is shown in summary form for 1947 in exhibit 7.

The income distribution in that year, it will be noted, 
accounted for $19.7 billion of nonfarm entrepreneurial net 
money income, or $3 billion more than the comparable total 
reported on tax returns. This excess agrees closely with an 
estimate of the “extra” nonfarm entrepreneurial income 
disclosed by the auditing of tax returns, based on the pre
liminary findings of a recent Treasury Department audit 
study for 1948. However, the data from the audit study 
differ in several respects from those presented here so that 
precise conclusions cannot be drawn from them.

Exhibit 7.— N e t  m o n e y  e a rn in g s  o f  u n in c o r p o r a te d  e n te r p r is e s  a n d  
n u m b e r  o f  a c tiv e  p ro p r ie to r s :  C o m p a r is o n  o f  to ta ls  in  p e r so n a l  
in c o m e  se r ie s , in  s iz e  d i s t r ib u t io n  o f  in d iv id u a l  e a rn e r s , a n d  o n  
in c o m e  ta x  r e tu r n s , 1946 a n d  1947

Item

N et income
(billions of 

dollars)
Num ber

(millions)

1946 1947 1946 1947

Personal income series:
N et income o f  proprietors and number o f  active  

proprietors, a s  in personal incom e_________________
Less: Farm ing____________________________________

35.4
14.8

35.4
15.6

10.3
4.8

10.9
5.0

Equals: Non farm industries___________________ ___ 20.6 19.8 5.5 5.9

Less:
Noncorporate nonfarm inventory valuation ad-

—1.8 — 1. 5
Groups excluded from entrepreneurial income

size distributions 1____________________________
A djustm ent for stocks withdrawn for nonfarm

1.1 

.4

1.3 

. 4

.6

Plus: A djustm ent to allow for turnover in entrepre-
.5

Fquals: A djusted  net money earnings and number 
accounted for in size distributions o f  nonfarm

21.0 19.7 5.4 5.7

Tax returns:
Entrepreneurial net profit and num ber of entrepre-

22.8 8.8
Less:

5.9 3.2  

. 1
R eturns in the real estate industry w ith  no gross

j2

Equals: A djusted  net income and number for non-
16.7 5.5

1. Includes part of the contract construction and finance industries, w hich were trans
ferred to the wage or salary category as described in text. T he net income figure in this line 
also includes new sboys’ income (transferred to wages or salaries) and patronage refunds and  
stock dividends paid by farmers’ cooperatives (included in the income distributions of the 
farm operator fam ily group). Offset against these items is a sm all am ount of salaries earned 
by professional persons who engaged in  both entrepreneurial and salaried work during the 
year (exhibit 5, footnote 1).

2. A m ount represents net profit reported in the industry tabulations of sole proprietorships 
(from individual incom e tax returns) plus ordinary net income reported by partnerships 
(from partnerships income tax returns). Industry tabulations not available for 1946.

3. For com parability w ith  the income aggregate derived above from the personal income 
series, the figure of $16.7 billion should be adjusted further to subtract such item s as interest, 
dividends, and net gains (and losses) from sales of property other than capital assets received  
b y  partnerships, and net income of enterprises in A laska and H aw aii, and to add business 
income received by fiduciaries, depletion allowances, and net operating loss carryover from  
prior years. T he available data indicated that these several adjustm ents just about offset 
each other in  1947.

Unfortunately, the audit study results are not available 
by size classes of business income so that it was not possible 
to use them in distributing the $3 billion excess among 
entrepreneurial income brackets.

The number of nonfarm entrepreneurs included in the 
adjusted size distributions requires some comment. Based 
on the Rational Income Division “number of active pro
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prietors” series, the total was 5.7 million in 1947 (exhibit 7). 
This was well below an estimate of 7.1 million for the number 
of persons “engaged for pay or profit in a nonfarm business 
or profession” during that year, based on a census survey 
on the work experience of the population.4 The true differ
ence is, of course, smaller than the overall figures indicate 
because of the exclusion from the 5.7 million total of some 0.7 
million persons who were assumed not to have reported 
themselves as entrepreneurs on tax returns (exhibit 7). 
Part of the remaining 10 percent difference in llie figures 
may be due to the fact that family members who assisted 
the household head in a business enterprise, and were not 
included as “active proprietors,” may have reported them
selves as working for profit in the census work-experience 
enumerative survey. On the other hand, some of the 
difference may be due to an inadequate allowance for 
“turnover” of entrepreneurs in deriving the total number of 
entrepreneurs included in the size distributions. It is not 
believed, however, that any understatement in numbers 
due to this factor is large enough to affect the entrepreneurial 
size distributions to an appreciable extent.

For 1944 and 1946, tabulations of the entrepreneurial 
income reported on tax returns were not available with an 
industry breakdown, and the estimates for these years were 
based on the corresponding distributions for 1945 and 1947

4. “ W ork Experience of th e  Population  in 1947,” B ureau of the 
Census, Series P -50 , No. 8, Table 2.

that were derived above. For 1944, the Lorenz curve of 
nonfarm entrepreneurial income was assumed to be the same 
as in 1945.5 For 1946 it was based on the curves for 1945 
and 1947, with most weight being given to the former year 
because 1946 average entrepreneurial incomes inmost indus
tries were closer to the 1945 than to the 1947 averages.

The total number of nonfarm entrepreneurs and the 
aggregate net money entrepreneurial income included in the 
size distributions for 1944 and 1946 were derived from the 
personal income series by adjustments similar to those 
described above. These control totals, together with the 
Lorenz curves, yielded the required frequency distributions.

This procedure was believed to yield more reliable esti
mates than an alternative one based on changes between 
years in the all-industry distribution of individual income 
tax returns reporting business and partnership income. As 
indicated earlier in this section, such tabulations are avail
able annually. Their major disadvantage is that they do 
not permit the separation of returns of farmers from those of 
the nonfarm entrepreneurial group. Because of the relatively 
large income discrepancies in farming (exhibit 7), and the 
probability that this industry accounts for varying fractions 
of the entrepreneurial income reported on tax returns in 
different years, the absence of an industry breakdown in 
these tabulations makes them much less useful for the pur
pose at hand than the industry tabulations.

5. See section 1, footnote 12.
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Combined Distribution of Earners
By Individual Money Earnings Level

T HE next step in the procedure was to combine the frequency 
distributions obtained in the preceding sections for civilian 
wage or salary earners and for nonfarm entrepreneurs to 
derive the distribution of all civilian earners by size classes of 
their civilian money earnings.

This civilian-earner distribution was not required for 
earners in farm operator families, because the income distri
bution of the farm group was derived by a different estimat
ing procedure, as described in section 6. Before adding the 
two frequency distributions, therefore, it was necessary to 
exclude members of farm-operator families who worked off 
their farms at some time during the year.

Excl usion of Earners in

The farm group that was eliminated consisted of all 
members of farm-operator families who were engaged in 
off-the-farm work during all or part of the year. This 
included the farm operator who worked off his own farm for 
some period during the year, and members of his family who 
were employed full or part time at nonfarm occupations or 
who worked for money wages on other farms.

Since the bulk of such employment consisted of wage- 
salary work, the subtraction of earners in farm-operator 
families was confined to the wage-salary group.1 The total 
number of persons in farm-operator families receiving 
civilian money wages or salaries, and their distribution by 
wage-salary level in 1946, were based on data from a family 
income survey for that year. This 1946 field survey, which 
also provided the basic data for a number of further steps in 
the estimating procedure, was conducted jointly by the

1. In  1946, for example, a  B ureau of th e  Census-Bureau of Agricul
tu ra l Economics survey indicated  th a t  there  were some 0.3 million 
m em bers of farm -operator families who received some nonfarm  self- 
em ploym ent income during th e  year. An ad ju s tm en t to  exclude th is 
group was no t m ade here because th e  num ber was relatively  sm all and 
because of th e  probable lack of com parability  betw een th e  en tre 
preneurial income d a ta  in the sam ple survey and  on tax  re tu rns for th is 
group of workers. The nonfarm  entrepreneurial income of the  farm  
group was excluded, however, in  determ ining nonfarm  fam ily income 
in section 5 (see exhibit 12, footnote 1).

46

The distributions of the remaining earnings could not be 
added directly because an adjustment was required to allow 
for persons who received both wage-salary and nonfarm 
entrepreneurial income during the year. Since these persons 
appeared twice in the distributions that had been derived— 
once in the wage-salary distribution and once in the nonfarm 
entrepreneurial distribution—they had to be removed from 
both distributions, and then added back by level of their 
combined earnings from these sources. The two adjust
ments are described next.

Farm Operator Families

Bureau of the Census of the United States Department of 
Commerce and the Bureau of Agricultural Economics of the 
United States Department of Agriculture, with the latter 
agency covering the farm-operator population and the 
former the remainder of families and unattached individuals.2

For 1944 and 1947, the corresponding frequency distri
butions were derived from that for 1946 by extrapolating the 
mean wage-salary earnings of this group of workers on the 
basis of the National Income Division series on average 
annual earnings of employees (1951 National Income supple
ment, table 26); estimating the number of farm laborers 
from information supplied by the Bureau of Agricultural 
Economics; and assuming that the Lorenz curve of the 
distribution was constant over this period.3

The distribution of wage-salary earners in farm operator 
families in 1946 is shown in column 2 of exhibit 8, where it 
is subtracted from the distribution of all wage-salary earners 
that was derived in section 1.

2. The Census B ureau covered households o ther th an  those of farm  
operators as well as an overlap group consisting of th e  households of 
farm  operators having fewer th a n  10 acres or no t living on the  farm s 
th ey 'o p e ra ted . In  th e  special tabu la tions of th e  survey covering all 
households th a t  were provided by the Census B ureau, th e  B ureau of 
A gricultural Economics schedules for the overlap group were excluded.

3. See section 1, footnote 12.J
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Two-Source Earners
As has been indicated, it was also necessary to adjust the 

distributions of wage-salary earners (after exclusion of the 
farm group) and nonfarm entrepreneurs to allow for an over
lap consisting of persons who received both these sources of 
income during the year. Such persons, designated “two- 
source earners,” 4 * * 1 2 were first segregated, by level, from the 
frequency distributions of all wage-salary earners and all 
nonfarm entrepreneurs derived in sections 1 and 2, and then 
distributed by size classes of their combined money earnings 
from the two sources. The latter distribution was then added 
to the combined frequency distribution of “single-source” 
wage-salary earners and nonfarm entrepreneurs to obtain the 
distribution of all civilian earners (other than members of 
farm operator families).

SEPARATE SOURCES OF EARNINGS
The frequency distributions of two-source earners by size 

of their wage-salary earnings and by size of their nonfarm 
entrepreneurial earnings were segregated from the all-earner 
distributions on the basis of relationships determined from 
the census income survey for 1946, supplemented by statis

4. I t  m ay be noted  th a t  th e  term s “single source” and  “tw o-source” 
a re  used here to  distinguish betw een th e  group for which all civilian 
earnings represented e ither w age-salary income or nonfarm  en tre 
preneurial income and  th e  group • of these types of earn
ings. F or instance, a  person v, . veu w age-salary incom e from
m ore th a n  one ty p e  of civilian em ploym ent and  also received supple
m en tary  am ounts of income o ther th a n  civilian earnings, such as rents, 
dividends, in terest, and  tran sfe r paym ents, w ould be classified as a 
single source earner provided th a t  he did no t receive any  nonfarm  
entrepreneurial income.

tics from income tax returns for the upper income groups.
The census survey provided, for the population exclusive 

of members of farm operator families, frequency distributions 
by wage-salary level (a) for all wage-salary earners, and (b) 
for the two-source group reporting both wages or salaries and 
nonfarm entrepreneurial income; and corresponding fre
quency distributions by nonfarm entrepreneurial income 
level for (c) all nonfarm entrepreneurs, and (d) for the same 
two-source group.

The procedure for deriving a percentage distribution by 
wage-salary level of the two-source earners was to determine 
the relationship between survey distributions (a) and (b), 
and to apply this relationship to the distribution of all wage- 
salary earners (exclusive of the farm group) by wage-salary 
level that had been developed from income tax returns in 
section 1. This was done by computing the cumulative 
percentage of frequencies below successive points on the wage- 
salary scale for the three distributions; relating the sets of 
percentages for (a) and (b) by plotting them against each 
other on a chart; and reading from the chart to determine 
the cumulative percentages of the two-source group that 
corresponded to the various cumulative percentages for the 
third distribution. Thus, if the chart indicated that in the 
census distributions x percent of two-source earners were 
associated with y percent of all wage-salary earners, on a 
cumulative basis, it was assumed that x percent of two- 
source earners were associated with y percent of all wage- 
salary earners in the distribution developed from income 
tax returns also.

E xhibit 8 .— N u m b e r  o f  in d iv id u a l  c iv i lia n  e a rn e rs , b y  ty p e  o f  e a rn in g s  a n d  b y  f a m i l y  a t t a c h m e n t ,  b y  in d iv id u a l  c iv i lia n  m o n e y  e a rn in g s
level, 1946

[Thousands]

C ivilian  m oney earnings level (as defined in colum n  
headings)

U nder $500 1____- _____ _____________________________
$500-$999____________________________________________
$1,000-$1,499...______________________________________
$1,500-$1,999__________________________________ ______
$2,000-$2,499_____________ __________________________
$2,500-$2,999.________________________________________

$3,000-$3,999...______________________________________
$4,000-$4,999...______________________________________

$5,000-$9,999_________________________________________
$10,000-$24,9 9 9 ..._____________________________________
$25,000-$49,999._.--------------------------------------------------------
$50,000 and over_____________________________________

T otal______________________ __________________

Aggregate civilian m oney earnings (billions of dollars) 

M ean civilian m oney earnings (d o llars).--------------------

W age or salary earners b y  m oney wage or salary level

Total

( 1)

9,154 
7, 605 
7, 745 
7,328 
6, 629 
5,130

5, 493 
1,787

1,331
274
39

$100.1 

$1,906

In farm 
operator 
families

(2)

1,408
547
434
321
204
109

112
49

(2)
(2)

3,219

$3.4 

$1, 056

In nonfarm families or 
unattached individuals

Single-source
earners

(3)

7,531 
6,828 
7,164 
6,890 
6, 332
4, 944

5, 287 
1,703

1,262
259
37

7

48,244

$94.7 

$1,963

Two-source
earners

(4)

215
230
147
117
93 
77

94 
35

38
11
21

1,060

$2.0

$1,887

Nonfarm entrepreneurs by entrepreneurial 
n et m oney earnings level

Total

(5)

1,085
642
671
496
376
291

475
291

646
362

75
23

5,433

$21.0 

$3,865

Single
source
earners

(6)

622
410
571
435
344
266

443
272

597
32866

19

4,373

$18.8 

$4, 299

T w o-
source
earners

(7)

463
232
100
61
32
25

32
19

49
34
9
4

1,060

$2.2 

$2, 075

Two-source 
earners by  
combined  

m oney earn
ings level

(8)

124
109
122
121
99
87

128

119
56
13

1,060

$4.2 

$3, 962

A ll civilian  
earners 

(other than  
those in 

farm operator 
families) 

(3 )+ (6 )+ (8 )

(9)

8, 277 
7,347
7.857 
7, 446 
6, 775 
5,297

5.858 
2,052

1,978
643
116
31

53,677

$117.7 

$2,193

1. For persons w ith  entrepreneurial m oney earnings, includes loss.
2. Less than 500.
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The procedure for deriving a percentage distribution by 
nonfarm entrepreneurial earnings level for the two-source 
earners was similar.

For income classes above $5,000, where the census survey 
data were not available by size classes of income in the 
necessary detail, the relationship between the wage-salary 
distribution of all earners and that of the two-source group 
was based on information from individual income tax returns. 
Special tabulations of the tax returns for 1947 were made 
available showing the frequency distributions, by size classes 
of wages and salaries, of all returns reporting the receipts of 
such earnings, and of those returns reporting both wage- 
salary and sole proprietorship income. Cumulative per
centages of frequencies computed from these data were 
plotted against each other and the resultant curve was used 
to extend the curve based on the survey data to the higher 
wage-salary brackets.5 Similar tabulations of tax returns 
were used to estimate the upper portion of the distribution 
by size of nonfarm entrepreneurial income for the two-source 
earner group.

For 1944 and 1947, percentage distributions of the two- 
source earners were estimated by applying the relationships 
between the all-earner and two-source earner distributions 
developed from the 1946 survey data to the 1944 and 1947 
distributions of wage-salary earners and nonfarm 
entrepreneurs.

The percentage distributions for the two-source earners 
derived by the above procedures were then applied to the 
estimated total number of persons receiving both wage-salary 
and nonfarm entrepreneurial income in each of the 3 years. 
For 1947 this total was based on the number of persons 
reporting both types of employment in a census work- 
experience survey covering that year.6 The survey figure 
was adjusted downward to allow for differences in the cover
age of the nonfarm entrepreneurial group in that survey and 
in the entrepreneurial income size distributions (see dis
cussion under “Adjusted Distribution” in section 2). For
1944 and 1946, the two-source earner group were estimated 
to account for a somewhat smaller percentage of all nonfarm 
entrepreneurs than was found in 1947.

The frequency distributions of two-source earners and 
those of single-source earners, obtained by subtraction, are 
shown, for 1946, in columns 3-7 of exhibit 8.

COMBINED EARNINGS
A tabulation from the 1946 census income survey classified 

two-source earners (other than in farm operator families) by
5. Corresponding tabu la tions of tax  re tu rns th a t  were available for

1945 showed relationships betw een th e  all- and  two-source earner 
re tu rn s th a t  were very sim ilar to  those in 1947.

6. “ W ork Experience of the  Population  in 1947,” B ureau of the 
Census, Series P -50 , No. 8, Table 1.

size of their wage-salary earnings and within each such class 
by size of their nonfarm entrepreneurial earnings. An 
examination of this cross-classification indicated that there 
was little if any relationship between the amount of wage- 
salary income and nonfarm entrepreneurial income earned 
by persons who were engaged in both types of employment 
during the year.7

Accordingly, a cross-classification for adding the wage- 
salary and nonfarm entrepreneurial earnings of the two- 
source earners was constructed on the assumption of inde
pendence between the two kinds of earnings. That is to 
say, for each of the three years the frequency distributions of 
the two-source group by size of wages or salaries and by 
size of nonfarm entrepreneurial earnings that had been 
derived above were inserted in the two margins of a cross
classification, and the cells were filled in by distributing the 
one margin by the percentage distribution of the other. 
In other words, if the percentage of the two-source earners in 
a given bracket of wages or salaries was p, and the percentage 
in a given bracket of nonfarm entrepreneurial earnings was q, 
then the percentage of two-source earners falling in a cell 
bounded by these two brackets was pX.q. The frequency 
distribution of the two-source group by combined earnings 
level was then obtained by cross-adding through the derived 
cross-classification.8

The combined earnings distribution of the two-source 
earners and the distribution of all civilian earners—the sum of 
the distributions for single- and two-source earners—are 
shown, for 1946, in the last two columns of exhibit 8.

Analysis of the data indicates that relative income differ
ences as measured by Lorenz curves are much smaller for 
wages or salaries than for nonfarm entrepreneurial earnings, 
and smaller when earnings of either type constitute the sole 
source of earnings than when they are received in conjunction 
with the other type.

Also, relative income differences are smaller for the com
bined group of single-source earners than for the two-source 
earners distributed by combined earnings from both sources. 
The Lorenz curve for the two-source earners by combined 
earnings falls between their curves by wage-salary and entre
preneurial earnings separately.9

7. The discrepancies betw een th e  observed frequencies in th e  census 
cross-tabulation and  those expected under the  hypothesis of inde
pendence were exam ined by the  chi-square test. The value of chi- 
square was on th e  borderline of sta tistica l significance b u t fu rth er 
exam ination of th e  direction of the  differences betw een th e  observed 
and  expected frequencies, cell by cell, revealed no consistent p a tte rn  
of relationship.

8. See section 1, footnote 9.
9. I t  m ay be noted  th a t  in instances where th e  sam e group of 

recipient units receive income from  several com ponent income cate
gories, th e  degree of inequality  of the  combined income distribu tion  
cannot exceed th a t  of the m ost unequal com ponent, b u t m ay be less 
th an  th a t  of any  of the  com ponents.



Part 1, Section 4

Combination of Earners
Into Nonfarm Families

N e XT, the distributions of earners derived in the preceding 
section were combined into family units classified by size of 
family civilian money earnings. These units included non
farm families of two or more persons and unattached 
individuals.

The combination was made in two steps. First, for each 
year the distribution of civilian earners (other than in farm 
operator families) was subdivided into six component distri

butions, namely, into distributions of earners who were 
unattached individuals, and of those belonging in families 
having 1, 2, 3, 4, and 5 earners, respectively. Second, for 
earners in multiearner families, the earnings distributions of 
the individual earners were combined to obtain the family 
earnings distributions for families in each number-of-earners 
grouping. The five family distributions were then added to 
obtain the earnings distribution of all nonfarm families.

Earners in Single and Multiearner Families

Special tabulations from the 1946 census income survey 
referred to in the preceding section were used as a basis for 
subdividing the all-earner distribution for that year into 
separate distributions for earners in nonfarm families with 
1, 2, 3,4, and 5 earners, and for earners who were unattached 
individuals. The tabulations provided a frequency distri
bution for all civilian earners and component frequency 
distributions for earners in each number-of-earner category, 
classified by individual civilian money earnings level.1 The 
total number of nonfarm families (and unattached indi
viduals) in each number-of-earner category was also given in 
the tabulations.

The total number of civilian earners accounted for in the 
inflated census survey fell short of the total number included 
in the distribution derived in section 3. Accordingly, as a 
first step, each of the component census distributions was 
adjusted so that their sum would account for that number.

An adjusted total number of earners for each component 
was obtained in the following manner. First, the number of 
unattached individual earners and the number of nonfarm 
families reporting one or more earners, as given in the survey, 
were increased somewhat at the expense of the number of 
unattached individuals and families reporting no earnings. 
The number of nonfarm families (and unattached individ
uals) with one or more earners was then determined by sub

1. N onfarm  families are defined to  include all families o ther th an  
those including a farm  operator. The largest num ber-of-earner classi
fication in th e  Census tabu la tions was “4 o r m ore,” and  separate 
d istributions for earners in families w ith  4 or 5 earners were derived by 
extrapolation . Separate account was no t tak en  of families w ith  more 
th a n  5 earners because th e ir num ber was doubtless very small.

tracting the nonearning group from the total number of 
nonfarm families (and unattached individuals) as determined 
in part 3.

Secondly, a distribution was calculated of the total num
ber of earners as derived in section 3 (less the number of 
unattached individual earners) by families having various 
numbers of earners per family. The distribution was ob
tained by holding constant the relationship shown by the 
survey data between the cumulative percentage of the total 
number of earners accounted for by any given cumulative 
percentage of families ranked by the number of earners per 
family.2 This resulted in a decrease in the proportion of 
families with one earner and an increase in the proportion of 
multiearner families as compared with the census survey 
figures.

The adjusted number of earners in each component num
ber-of-earner group was then distributed by individual 
earnings levels proportionately to the corresponding survey 
distribution. Since the survey data were not available for 
the upper earnings levels in the necessary detail, they were 
extrapolated by use of Pareto curves. These several fre
quency distributions were then added to obtain a reweighted 
all-earner census distribution.

The second step was to apply the relationship between 
each of the component distributions and the reweighted all- 
earner census distribution against the all-earner distribution 
derived in section 3. The latter differed from the reweighted

2. This required  in terpolation  procedures essentially sim ilar to  those 
involved in changing the m ean income of an income d istribu tion  while 
holding its Lorenz curve constant, as described in section 1, footnote 12.

49
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census distribution by showing relatively larger proportions 
of earners in the earnings brackets above approximately 
$3,000.

Cumulative percentages of frequencies below successive 
points on the earnings scale were calculated for the various 
component census distributions, the reweighted census all- 
earner distribution, and the section 3 all-earner distribution. 
The procedure for relating these distributions was similar to 
that described in section 3 under “Separate Sources of Earn
ings.” For instance, if the census data indicated that on a 
cumulative basis x percent of all earners in the two-earner 
family group were associated with y percent of the reweighted 
census all-earner distribution, it was assumed that x percent 
of all earners in the two-earner family group -would be asso
ciated with y percent of the section 3 distribution also.

Simple percentage distributions derived from these cumu
lative distributions were then applied against the adjusted 
number of earners in each component group to determine 
their frequency distribution.

Similar procedures were used to derive the component dis
tributions in 1944 and 1947. The total numbers of earners 
in the several number-of-earner categories were based on 
Census survey data for 1944 and 1947, adjusted, as described 
for 1946, so as to account for the total number of civilian 
earners in each of the two years obtained in section 3. Since 
separate percentage distributions by earnings level for earners 
in the various number-of-earner categories were not available 
from the surveys for these 2 years, they were obtained by 
applying 1946 relationships to the all-earner percentage 
distributions for 1944 and 1947 from section 3, in a manner 
similar to that described for 1946.

This procedure, it will be noted, is based on the assump
tion of a stable relationship over this period among the 
various component distributions as measured by the relative 
magnitudes of their mean earnings and by the relative 
magnitudes of the dispersions around these means. The 
validity of this assumption is strongly suggested by the 
stability of the Lorenz curves of the all-earner distributions 
during this period.

The 1946 distributions derived in this way for earners in 
single and multiearner families are summarized in exhibit 9. 
Lorenz curves for the earners in the several number-of-

earner categories indicate that relative income differences 
are larger for the lower two-thirds of earners in multiearner 
families than for the single-earner group. This is closely 
related to the fact that the distributions for earners in the 
multiearner family groups include a high proportion of 
family earners who received only very small amounts during 
the year. The mean income, for example, of earners in 
one-earner families was $3,253, as compared with $1,982 for 
earners in families with two earners and $1,666 for those in 
the three-or-more-earner category (exhibit 9).

E xhibit 9.— N u m b e r  o f  in d iv id u a l  c iv i lia n  e a rn e rs  in  n o n fa r m  f a m i 
lie s  w i th  v a r io u s  n u m b e r s  o f  e a rn e rs , o r  r e p r e s e n t in g  u n a t ta c h e d  
in d iv id u a ls ,  b y  in d iv id u a l  c iv i l ia n  m o n e y  e a rn in g s  leve ls , 1946

[Thousands]

C ivilian  earners (other than those in farm operator families)

C ivilian m oney  
earnings level

Total

In

Total

nonfarm ft 

1 earner

im ilies w it 

2 earners

h—

3 or more 
earners

U n 
attached

indi
viduals

U nder $500 1___________  . . 8,277 7,320 788 3, 453 3,079 957$ 500-$999________________ 7, 347 6,337 1,113 2, 906 2,319 1,010
$1, 000-Si, 499______________ 7,857 6,848 1,551 2,950 2,347 1,009
$1, 500-$ 1, 999_____________ 7, 446 6,663 1,670 2,761 2,233 783
$2,000-S2, 499.___________ 6, 775 6, 086 1,955 2, 411 1,720 689
$2, 500-$2, 999.____________ 5,297 4,785 1,840 1,746 1,200 512
$3,000-$3,999_____________ 5,858 5, 440 2, 473 1,872 1,094 418
$4. 000-$4, 999_____________ 2, 052 1,945 976 625 344 107
$5,000-$9, 999_____________ 1,978 1,879 1,098 540 241 99

$10, 000-Ì24, 999____________ 643 628 398 172 57 15
$25,000-$49, 999____________ 116 115 74 31 10 1
$50,000 and over___________ 31 31 20 9 1 «

T ota l_____  _________ 53, 677 48, 077 13, 956 19, 476 14, 645 5, 600

Aggregate civilian m oney
earnings (billions of dol.)_ $117. 7 $108. 4 $45.4 $38.6 $24.4 $9.3

M ean civilian m oney earn-
ings (dollars)............ ........... $2,193 $2, 255 $3, 253 $1, 982 $1,666 $1,661

1. Includes loss.
2. Less than 500.

I t may be noted that when the analysis is restricted to 
the “principal” family earner, i.e., to the person in the family 
reporting the largest amount of earnings during the year, 
the pattern of variation among the number-of-earner cate
gories is quite different. The census survey data indicate 
that relative income differences in the principal earner 
distributions decrease as the number of family earners 
increases.

Combination of Earners in Multiearner Families

For one-earner nonfarm families the frequency distribution 
of earners by individual civilian earnings level derived above 
corresponded to the desired distribution of families by family 
civilian money earnings level. The same was true, of course, 
of the distribution of earners who were unattached indi
viduals.

For multiearner nonfarm families, however, it was neces- 
sary to combine the amounts received by the several earners 
in the family to derive the required family earnings distribu

tion. This combination was again based on relationships 
from the 1946 census income survey.

Tabulations from this survey provided, for each number- 
of-earner category, frequency distributions of (a) the earners 
by individual earnings level, and (b) the families by family 
earnings level. For two-earner families it was found, on the 
basis of these data, that when one earner was selected at 
random from each of these families there was no relationship 
between the earnings of the earners so selected and the
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earnings of the remaining earners. This fact was established 
by preparing a cross-classification of earners in two-earner 
families in which each of the two margins included one-half 
of the census total number of earners in these families 
distributed according to the percentage distribution from (a). 
The ceils in this cross-classification were filled in on the 
assumption of independence, i. e., by distributing the one 
margin according to the percentage distribution of the other.3 
The family earnings distribution which was obtained by 
adding through this cross-classification was in close agree
ment with the actual census family distribution shown by
(b).4

Similarly, for three-earner families, the census data indi
cated that the earnings of the several family earners were 
distributed independently from each other. In this case a 
cross-classification relating one-third of the census earners 
to a second third was derived in a manner similar to that 
described for the two-earner group, and a combined distribu
tion for these two-thirds was obtained from this cross-classi
fication. Next, these combined earners were cross-classified 
by the remaining one-third of earners, again on the assump
tion of independence. One margin of this cross-classification 
represented the frequencies that had been obtained by 
combining the first and second thirds of the earners, the 
other margin was derived by distributing the remaining 
third in proportion to distribution (a), and the cells were 
filled in by distributing the one margin according to the 
percentage distribution of the other. The family earnings

3. See discussion in  section 3 under “ C om bined E arn ings.”
4. F or procedures used in adding th rough  tn e  cross-classification, see 

section 1, footnote 9. T he following is a  com parison, for 2-earner 
families, betw een th e  percentage d is tribu tion  tab u la ted  in the  1946 
census survey and  the  d is tribu tion  derived by  applying th e  m ethod 
described here d irectly  to  th e  census d a ta  for earners in 2-earner 
families:

Percent distribution of 
2-earner families

Fam ily civilian m oney earnings level
Census D erived

U nder $1,000___
$1,000-$1,999____
$2,000-$2,999____
$3,000-$3,999____
$4,000-$4,999____

$5,000-$7,499____
$7,500-$9,999____

$10,000 and over.

T ota l.........

ey distribution

6.3 6.9
16.1 16.0
23.5 23.0
23.8 21.7
15.9 15.1

11.1 13.4
1.7 2.3

1.6 1.6

100.0 100.0

distribution for the three-earner group that was derived by 
adding through the cross-classification was also found’to 
agree closely with the corresponding tabulated census 
distribution from (b).
E xhibit 10.— N u m b e r  o f  n o n fa r m  f a m i l i e s  w i th  v a r io u s  n u m b e r s  

o f  e a rn e rs , by’ f a m i l y  c iv i l ia n  m o n e y  e a rn in g s  level, 1946

[Thousands]

N onfarm  fam ilies w ith —

F am ily  civilian m oney earnings level Total
1 earner 2 earners 3 or more 

earners

$0 _____________________________________ 1,949 

2, 553U nder $1,000 1_______ __________________ 1,901 603 49’
$1,000-$1,999____________________________ 4,871 3, 221 1,460 190
$2,000-$2,999____ _______________________ 6,281 3, 795 2,062 424
$3,000-$3,999____ _______________________ 5,144 2, 473 2, 016 655
$4,000-$4,999____________________________ 3,224 976 1,488 760

$5,000-$9,999___________ ________________ 4,890 1,098 1,809 1, 983
$10,000-$24.999____ _____________________ 900 398 252 250
$25,000-$49,999__________________________ 125 74 38 13
$50,000 and over__________ ________  - . . 33 20 10 3

T ota l____ __ - ----------------------- 29,970 13,956 9,738 4,327

Aggregate fam ily civilian m oney earnings
(billions of dollars).----------------------------- $108.4 $45.4 $38.6 $24.4-

M ean fam ily civilian m oney earnings
(dollars)------ ---------------------------------------- $3,617 $3, 253 $3,964 $5, 639'

1. Includes loss.

Accordingly, this procedure was applied to the distribu
tions of earners in the several multiearner groups that had 
been derived, as described earlier in this section, by sub
dividing the all-earner distribution from section 3. For 
earners in families with 4 and 5 earners, the technique was 
similar, involving in each case the setting up of an additional 
cross-tabulation for each additional earner.

The derived frequency distributions of nonfarm families 
with varying numbers of earners by family civilian money 
earnings level are summarized, for 1946, in exhibit 10. 
Lorenz curves for these distributions indicate that the relative 
income differences shown by the several family curves 
decrease progressively as the number of earners in the family 
increases.5

5. As th e  above description of methodology indicates, th e  patterns, 
of relative income differences for the  several num ber-of-earner groups 
are  tak en  over from  th e  census survey data . I t  m ay be noted  th a t  the 
con trast betw een the  pa tte rn s  for families and  individual earners 
reflects the independence am ong th e  earnings of individual earners as 
described above. T h a t is, if the  d istributions of individual earners in 
families w ith  1, 2, 3, etc., earners had  been such th a t  th e ir coefficients 
of variation , V, had  been equal, i t  would follow, under independence, 
th a t  th e  coefficients of varia tion  of th e  several derived fam ily earnings 
d istributions would be V /\ /k ,  where k  is th e  num ber of earners; the- 
more earners, th e  sm aller the degree of income inequality .
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Nonfarm Families
By Family Personal Income Level

HE frequency distributions derived in the preceding 
section classified nonfarm families and unattached individ
uals by size classes of family civilian money earnings, i. e., 
by the sum of the civilian money wage-salary and nonfarm 
entrepreneurial income of these family units. The following 
steps in the procedure refer to the addition to these earnings 
of the various other types of income that many of these 
families received, such as dividends, interest, pensions, non
money income, etc., to derive the final frequency distribu
tions by size of total family personal income.

This was the most difficult portion of the estimating pro
cedure for nonfarm units because it was in the area of income 
other than earnings that both of the major sources of data on 
income size distribution—individual income tax returns and 
the sample field surveys of family income—differed most 
from the control totals derived from the personal income 
series. Certain of these kinds of income, such as social 
insurance benefits, public assistance, veterans’ payments, 
and income in kind, are not covered on tax returns (with 
minor exceptions) because they are specifically excluded from 
taxable income, and others are only incompletely reported, 
such as dividends, and, particularly, interest and rental 
income.

Many of these same types of money income are also sub
stantial!}’ understated in the field surveys of family income 
where respondents were most apt to forget minor or irregular 
sources of income, or to misinterpret, sometimes uninten
tionally, the full scope of the family income that was being 
measured. In addition, the recent field surveys of family 
income exclude income in kind entirely and do not account

for certain other types of income that are part of the family 
personal income concept which underlies the present esti
mates.

A further difficulty with respect to undercoverage of 
income is encountered when attention is focused not on 
amounts of income but on the number of units receiving 
each of these kinds of income. Unfortunately, a well- 
defined series on the proportion of the population with income 
from one or a combination of most kinds of income other than 
civilian earnings is not available. This constitutes a major 
difference between these types of income and the civilian 
earnings that were discussed earlier.

The kinds of income that were added to the civilian money 
earnings distributions were divided into two groups. The 
first consisted of the various types of money income other 
than civilian earnings that were included in the family money 
income concept used in recent field surveys of family income. 
The second included the several items of family nonmoney 
income not covered in these surveys but included in the 
family personal income series, together with a few adjust
ments relating to money items that were needed in order to 
match the income coverage of the personal income series.

The addition of the first set of income items to the civilian 
earnings distributions yielded annual frequency distributions 
in which nonfarm families and unattached individuals were 
classified by size of family money income as defined in the 
surveys, and the addition of the second set resulted in the 
final distributions in which these consumer units were classi
fied by size of family personal income. These two steps in 
the estimating procedure are discussed in turn below.

Distribution by Family Money Income Level

The various items of money income that were added to 
civilian money earnings in this step were those included in 
family money income in the recent sample field surveys con
ducted by the Census Bureau, and, with certain minor 
exceptions, corresponded also with the income items included 
in the Federal Reserve Board surveys.

By using this income definition the annual distributions by 
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money income level that were derived by the procedures de
scribed below could be compared directly with those from the 
surveys. The definition had the advantage, furthermore, 
that it made it possible in constructing the money income 
size distributions to use directly a number of special cross
tabulations of the survey data without modification for 
definitional differences.
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The additions considered here were grouped into the fol
lowing three major categories: (1) Property income, con
sisting of monetary interest, dividends, rents, and fiduciary 
income received by persons; (2) military income, consisting 
of money allowances and allotments to the families of mem
bers of the armed forces, military money wages or salaries of 
persons who returned to civilian life during the year, and 
various types of transfer payments to veterans including 
military pension, disability, and retirement payments, ad
justed compensation benefits, mustering-out payments and 
terminal leave benefits, readjustment, self-employment and 
subsistence allowances, and State and local veterans’ aid and 
bonuses; and (3) social insurance benefits, assistance, and 
miscellaneous money income, including old-age and sur
vivors insurance benefits, State unemployment insurance 
benefits, railroad retirement and unemployment insurance 
benefits, Federal, State, and local government civilian pen
sions, public assistance of various types, compensation of 
workmen for injuries, net receipts from roomers and boarders 
in private homes, periodic payments from life insurance 
companies, and a few minor additional items.

The addition procedure consisted of four main steps. 
First, estimates were derived, separately for nonfarm families 
and for unattached individuals, of the total amount of income 
received from each of these three sources, and of the total 
number of consumer units receiving each. Second, these 
control totals of numbers and amounts were distributed 
among the various family civilian money earnings brackets. 
The number of nonfarm families receiving each of the possible 
combinations of the three major categories of money income 
other than civilian earnings, and the mean and aggregate 
amount of such income received by each of these groups of 
families, were also determined for each family money earnings 
bracket. Third, within each family money earnings bracket, 
the number of nonfarm families receiving each of these com
binations was distributed by size classes of money income 
other than civilian earnings in order to take account of dis
persion around the mean. Fourth, by cross-addition, 
families were allocated to income brackets representing the 
sum of their civilian earnings and their other money income. 
For unattached individuals an abbreviated procedure was 
used in the second and third steps.

The following description is confined mainly to 1946, the 
year for which the data available from income tax returns and 
the field surveys were most adequate for the purpose at hand. 
In general, the estimates for 1944 and 1947 were derived by 
similar procedures, based in part on relationships determined 
here for 1946.

private trust, pension, and welfare funds, and to remove, also, 
the various items of nonmoney income that were not included 
in the family money income concept. In addition, some 
rearrangement of the personal income components and 
several additions to and subtractions from them were needed 
to match the family money income definitions.

These several adjustments to the personal income series 
are shown, for 1946, in exhibit 11. From the derived total 
for each of the three income categories was subtracted the 
amount estimated to have been received by farm operator 
families, whose income size distributions were derived by a 
different methodology as described in section 6, and the 
remainder was allocated between nonfarm families and 
unattached individuals. These several allocations were 
based on the amounts reported by the three groups of con
sumer units in the 1946 Census-BAE survey.

Recipients of property income

The total number of nonfarm families receiving dividends 
and/or interest and the number receiving rents (including 
royalties) were estimated by combining data from individual 
income tax returns for 1946 with those from the Census 
sample field survey for that year. The general procedure was

E xhibit 11.— F a m ily  m o n e y  in c o m e  o th e r  th a n  c iv i lia n  e a rn in g s  
d e r iv e d  f r o m  p e r so n a l  in c o m e  se r ie s , 1946

Billions 
of dollars

D ivid en d s, in terest, rents, and fiduciary income:
D ividends, in terest and rental income as in personal incom e---------------------- 19.8
Less: Property incom e received by nonprofit institutions or retained by

fiduciaries i ------------------------------------------------------------ ---------- -------------  .6
Im puted interest and accrued interest on U nited States savings b o n d s2. 3.6
Im puted  net rental value of owner-occupied nonfarm dwellings......... . 2.3

Plus: N et farm rents received by farm operator landlords (exhibit 14)--------  .6

Equals: Total included in family money income. 14.0

M ilitary income:
M ilitary w ages or salaries as in personal incom e----------------------------------------
Plus: M ilitary transfer paym ents as in personal income 3 _________________
Less: M ilitary m oney wages or salaries of armed forces personnel w ho had 

not returned to civilian life by end of year and m ilitary nonm oney
wages or salaries--------- -------- ---------- ------------- ------------------------- --------

Plus: M iscellaneous ite m s 4-----------------------------------------------------------------------

Equals: Total included in family money incom e....... .............................................

Social insurance, assistance and m iscellaneous income:
Transfer paym ents (except military) and other labor income as in personal

incom e--------- --------------------------------------------- ------------- - ..................................... .
Less: Em ployer contributions to private pension and welfare funds ®---------

Business and Governm ent transfer paym ents to nonprofit in stitu 
tions...................................................... ................................................... .................

Plus: N et total of miscellaneous ite m s6------------------------- -------------------------- -

Equals: Total included in family money incom e---------------------- -------- --------

Total family money income other than civilian earnings:
Sum  of item s as derived ab ove----------- ------------------------------------- -----------------
Less: Total to farm operator families------ -------------------- ---------- -------------------

8.0
6.7

3.7. 6
11.6

6.61.2
.4. 2

5.2

30.9
1.6

Equals: Total to nonfarm fam ilies and unattached individuals. 29.3

CONTROL TOTALS
M oney income other than civilian earnings

The aggregate amounts of monetary property income, 
military income, and social insurance and miscellaneous 
income received by families and unattached individuals in 
each of the years were determined from the personal income 
series. The latter required adjustment to exclude income 
of these types flowing to nonprofit institutions or retained by

1. Property incom e retained b y  fiduciaries represents d ividends, interest and rental incom e 
received by fiduciaries less incom e received b y  individuals from fiduciaries.

2. Accrued interest on U nited  States savings bonds excludes interest on bonds redeemed
during the year. . . .

3. Includes m ilitary pension, disability , and retirem ent paym ents, adjusted compensation  
benefits, mustering out paym ents and term inal leave benefits, readjustm ent, self-employ
m en t and subsistence allowances, and State and local veterans’ aid and bonuses.

4. Includes adjustm ent to substitute issues for redemptions of term inal leave bonds and to
add pay of m ilitary reservists. , ,  . .

5. Information was n ot available on the other types of incom e of these funds and on the 
benefit paym ents m ade by the funds. It was assum ed that these tw o item s were approxi
m ately of the same m agnitude so that the deduction of employer contributions above was 
effectively equal to a deduction of the undistributed incom e of the funds.

6. Includes adjustm ents to add periodic paym ents to individuals b y  life insurance com
panies and rental incom e from roomers and boarders in  private hom es, and to subtract pay  
of m ilitary reservists (footnote 4, above), miscellaneous fees (exhibit 5, footnote 1), business 
transfer paym ents other than to nonprofit institutions, lum p-sum  social insurance benefits, 
profits of m ilitary post exchanges, paym ents to prisoners of war, and com pensation of prison 
inm ates.
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to estimate the percentages of units receiving these types of 
income in the various earnings brackets, based on the tax 
return and survey statistics, to apply them against the 
numbers of nonfarm families in the corresponding brackets 
as determined in section 4, and sum the results overall 
earnings brackets.

A tabulation of the 1946 tax returns showed the total num
ber of returns, the number reporting dividend income, and the 
number reporting income from rents and royalties, each by 
size classes of adjusted gross income. Adjusted gross income 
represented the sum of all the types of income reported on 
the return, including not only civilian earnings but also 
dividends, interests, rents, statutory capital gains or losses, 
fiduciary income, etc. Before computing percentages from 
the tabulation, therefore, it was necessary to reclassify the 
returns by brackets that would more nearly approximate 
civilian earnings in order to match the size distribution of 
families from section 4 against which these percentages were 
to be applied.

The reclassification was based on two cross-tabulations of 
the 1946 returns, the first of which distributed returns with 
dividends by size classes of adjusted gross income, and, with
in each such class, by size classes of dividend receipts, and 
the second of which distributed returns with rental income in 
similar fashion. By subtracting through these two cross
distributions 1 the returns with dividends were classified by 
brackets of adjusted gross income less dividends, and, the 
returns with rents by brackets of adjusted gross income less 
rents. The available data did not permit of further adjust
ment to make the definition of the brackets precisely the 
same as that in section 4.1 2

The percentages that the number of returns with dividends 
and the number with rents constituted of the total number of 
returns in each of these brackets was then computed. At 
the upper end of the income scale—above approximately 
$15,000—these percentages were smaller than the percentages 
for the corresponding brackets of adjusted gross income, and 
the reverse was the case in the lower brackets.

A separate calculation of this type was not made for inter
est income mainly because the field survey data which, as will 
be explained below were used jointly with the tax-return data, 
showed dividend and interest receipts only on a combined 
basis. Instead, a partial allowance was made to include 
interest recipients who did not receive dividends by raising 
the percentages of dividend recipients in the various brackets 
that had been derived above. This was done on the basis of 
an examination of tax-return data for 1945, the latest year 
for which combined amounts of dividends and interest were 
reported on returns.

The derived percentages of dividend-interest and rental 
recipients in the earnings brackets above $5,000 were then

1. See section 1, footnote 9.
2. F o r ad ju sted  gross incom e brackets above $300,000, th e  re tu rns

were reclassified by earnings brackets, i. e., by  th e  sum  of reported  
wages or salaries and  n e t en trep reneuria l income, on th e  basis of a 
special tab u la tio n  for th is sm all group of re tu rns w hich m ade i t  possible 
to  su b trac t all of th e  types of incom e th ey  received aside from  earnings.

smoothed and applied against the total number of nonfarm 
families in each of the various civilian earnings brackets, 
from section 4, to derive the numbers receiving dividends 
and/or interest and the numbers receiving rents. For lower 
earnings brackets, corresponding percentages were based on a 
tabulation from the Census survey for 1946 showing the 
proportion of nonfarm families reporting dividends and/or 
interest income and the proportion reporting rental income in 
each family civilian earnings bracket. These were raised by 
linking them with the percentages based on tax returns at 
$5,000.

The derived numbers of nonfarm families receiving divi
dends and/or interest and the numbers receiving rents in all 
of the family earnings brackets were then raised propor
tionately so that when the resulting frequencies were 
multiplied by the corresponding mean amounts per recipient 
family, which were derived separately as described later in 
this section, they would account for the control totals of 
aggregate dividend-interest and rental income received by 
nonfarm families. It may be noted that this adjustment 
was relatively small mainly because of the fact that the census 
survey data on the proportions of property-income recipient 
units in the various family earnings brackets under $5,000, 
and on their mean property-income receipts were raised 
fairly substantially when they were linked at $5,000 to the 
corresponding figures based on tax returns.

For unattached individuals, the total numbers receiving 
dividend-interest and rental income were derived in more 
summary fashion based on the relationship shown in the field 
survey between the percentages of nonfarm families and of 
unattached individuals receiving these types of property 
income.

The resulting totals—some 6.5 million nonfarm families 
and unattached individuals in 1946 with dividend and/or 
interest income, and 5 million with rental income—were sub
stantially higher than the number of individual income tax 
returns reporting receipt of these sources. In 1945, the 
latest year in which dividends and interest were reported in 
combination on tax returns, 5 million returns reported divi
dend and/or interest receipts, and in both 1945 and 1946 
somewhat under 4 million returns reported rents and royal
ties.3 The totals for dividend-interest and rent recipients 
were much higher than those reported in the Census field 
surveys. On the basis of the blown-up 1946 survey data, 
only some 3 million nonfarm units received dividend and/or 
interest income; the number with rental receipts was 3.6 
million.

The total of 6.5 million nonfarm families and unattached 
individuals with dividend-interest receipts is approximately 
1 million higher than a recent estimate of the number of

3. The d isparity  betw een the  estim ated  to ta ls  and th e  num bers 
reporting  on tax  re tu rns is larger th a n  these figures indicate since th e  
form er is on a  fam ily and  th e  la t te r  m ost nearly  on an  individual basis. 
Also, farm  operator families w ith  p roperty  income are excluded from  
th e  estim ated  to ta ls , b u t are included to  some ex ten t in  th e  tax  re tu rn  
to ta ls . I t  m ay be no ted  th a t  n o t all of th e  recipients of these types 
of income are required to  file tax  re tu rn s and  th a t  a good m any of those 
who are required  to  file, b u t do no t do so, would be nontaxable.
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families owning stocks in the United States.4 Since many 
families with stocks also own some type of interest-yielding 
assets this total also presumably covers several million 
interest-recipient families.5 However, the figure is far short 
of the total number of families with any amount of monetary 
interest receipts. For example, some 26 million family units 
are estimated to have owned savings accounts in early 1952, 
according to a recent study of the Bookings Institution,6 and 
a very large portion of these units doubtless received at least 
a few dollars of interest income during the year.

The total of 6.5 million was not raised to cover all interest 
recipients because of lack of data on the total number of units 
receiving any form of interest income during the year, and 
on the size distribution of noncovered units, coupled with 
the fact that the bulk of the noncovered group has such small 
interest receipts that their distribution by income level 
would be very little affected by the addition of their interest 
income. The Federal Reserve Board’s 1949 Survey of Con
sumer Finances, for example, indicates that less than 1 per
cent of the units owning no stock had liquid assets of more 
than $5,000, i. e., had interest income from such assets of, 
say, $150 or more. I t may be noted that these figures are 
only approximately comparable because they include re
cipients of accrued interest on Series E Government bonds, 
an item of income that is here excluded from income and 
added to the distribution at a later stage.

Instead, the total amount of cash dividend-interest income 
received by nonfarm families and unattached individuals was 
distributed among the 6.5 million units.' Since the excess 
interest income assigned to this group was relatively small 
the error resulting from the procedure likewise could be as
sumed to be small with only a negligible bias due to possible 
misassignment by family earnings level.

The total number of nonfarm families and unattached indi
viduals receiving property income—approximately 10 million 
in 1946—was derived by adding the number with dividend- 
interest and the number with rental income 7 and subtracting 
an estimate for those receiving both categories. In the 
absence of tabulations for recent years on the number of tax 
returns or family units receiving both dividend-interest and 
rental income, the estimated number in this overlap group

4. The recent report of the  Brookings In s titu tio n  on “Share Owner
ship in th e  U nited S ta tes ,” p repared  by Lewis H . Kimm el, indicates 
th a t  in  early  1952 there  were 4% million fam ily units w ith publicly held 
stocks, and 2)4 million w ith private ly  held stocks (p. 116). Some units 
own bo th  kinds of stock so th a t  th e  to ta l figure for stockholding un its 
is p robably  around 6 million. T his includes several hundred thousand  
farm  opera to r fam ily un its  owning stocks who are no t included in  the  6.5 
m illion to ta l above, and  some fam ily units whose stocks paid  no divi
dends during th e  year. The to ta l num ber of stockholding units, also, 
was probably  som ew hat sm aller in  1946 th a n  a t  the presen t tim e.

5. An approxim ation of th e  m inim um  num ber of tax  re tu rns w ith 
bo th  dividend and in te rest income can be derived by com paring the 
sta tistics for 1945 and  1946. In  th e  form er year, w hen the tw o sources 
were reported  in  com bination, 5 million retu rns reported  dividends 
and/or in te rest and  in th e  la t te r  3.3 million reported  dividends and 3.6 
m illion in terest. If  th e  reports for th e  tw o years are com parable in 
coverage, th is  would m ean th a t  1.9 million of th e  3.6 m illion retu rns 
w ith  in te rest incom e also reported  dividends.

6. Op. tit., p. 116.
7. I t  was assum ed th a t  the relatively  sm all group of recipients of

fiduciary incom e were covered by these figures, i. e., received one of the 
o ther types of p roperty  income as well.

was based on relationships shown in special tabulations of 
1936 tax returns, the latest year for which such data were 
available.8

Recipients of military income

For the various types of veterans’ payments as listed 
earlier, the number of recipient units in each of the three 
years was based on data from the Veterans Administration, 
and for military family dependency allowances and/or allot
ments of military pay, on statistics on the number of allow
ance and allotment checks issued by the Army and on rela
tive strength of the various other branches of the armed 
services from the Department of Defense. The total num
ber of consumer units with military income was obtained as 
the sum of these figures minus the estimated number receiv
ing both veterans’ payments and military family allowances 
or allotments.

The number in the overlap group, relatively large in 1946 
because of the sizable number of military personnel dis
charged in that year, was based on monthly data on separa
tions returning to civilian life, furnished by the Department 
of Defense, and on the estimated proportion of separated 
personnel whose families received allowances and/or allot
ments. An estimate of the number of farm operator fam
ilies with military income was subtracted from this total, 
and the balance was distributed among nonfarm families and 
unattached individuals, on the basis of the relative impor
tance of these groups among recipients of military income as. 
reported in the Census-BAE income field survey for 1946.

For 1946, this procedure yielded an estimated total of 
somewhat over 10 million nonfarm families and unattached 
individuals receiving military income, to a very large extent 
in the form of veterans’ payments. The comparable totals 
for 1944 and 1947 were 8 million each, with family allow
ances and allotments constituting the bulk of the military 
category in the former year and veterans’ payments in the- 
latter.

Recipients of social insurance benefits, etc.

For each of the 3 years, the number of consumer units 
receiving social insurance benefits and assistance was ob
tained by combining data for the various programs. It 
should be noted that these totals are subject to greater error 
than those for the other types of income described above, 
largely because of the lack of data on the extent of overlap 
between many of the programs.

Statistics on numbers of recipients for each program were 
furnished by the Federal Security Agency, Railroad Retire
ment Board, and Civil Service Commission. For most pro
grams the number of recipients on the rolls at any time during

8. T abulations were available for 1936 showing th e  num bers of re
tu rn s reporting  th e  receipt of various com binations of incom e cate
gories, by earnings bracket. (Statistics of Income Supplem ent Compiled 
from  Income Tax Returns for 1936, Individual Incomes, Section I I I ,  
“ P a tte rn s  of Incom e,” U. S. T reasu ry  D epartm en t, D ivision of Tax 
R esearch in  cooperation w ith  the  W orks Progress A dm inistration , Ju n e  
1940.)
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the calendar year was not directly available but was esti
mated by summing the number in the continental United 
States on the rolls at the beginning of the year and estimates 
of new entries to the rolls during the year. In some of the 
important programs, e. g., old-age and survivors insurance 
and the assistance programs, it was possible to lower the 
figures to allow for cases where there was more than one 
recipient in the family, or where recipients had died prior to 
the end of the year and hence were not covered in the income 
size distribution estimates.

The numbers of recipient units for the various programs 
were added and an allowance for duplication subtracted. In 
the case of a few of the social security programs some sample 
information was available on which to base estimates of the 
extent of overlap between programs, e. g., between old-age 
and survivors insurance and the major assistance programs. 
For the balance of the category the allowance for duplication 
was arbitrarily estimated at 10 to 15 percent of the sum of 
the numbers of units receiving the various types of payments.

The Census-BAE survey mentioned earlier was used as a 
basis for subtracting a small number of farm operator re
cipient units, for adding a rough estimate of the number of 
nonfarm families and unattached individuals not included 
in the social insurance and public assistance category that 
received miscellaneous types of money income, and for 
allocating the resulting total between nonfarm families and 
unattached individuals. The procedure yielded a total of 
somewhat over 9 million nonfarm families and unattached 
individuals with social insurance benefits, assistance and/or 
miscellaneous money income in 1946. In 1944 the com
parable total was 5 million, and in 1947, 10 million. In 
both 1946 and 1947 the number of recipients of unemploy
ment insurance benefits was relatively large.

DISTRIBUTION OF CONTROL TOTALS
Money income other than civilian earnings by family 

money earnings level

The next step was to distribute the control totals deter
mined above among family civilian money earnings levels, 
i. e., to determine, for consumer units at each civilian money 
earnings level, the number receiving income other than 
civilian earnings and the average and aggregate amount they 
received.

For nonfarm families, such distributions were derived 
separately for the three income categories.

In the case of property income, these distributions were 
based on data from income tax returns and the field surveys. 
The number of nonfarm families receiving property income at 
each civilian monej' earnings level had been derived from 
these data in the process of determining the control total 
number of such units, as described earlier under “Recipients 
of property income.”

Estimates of the mean property income per recipient unit 
were based, for earnings brackets above $5,000, on the same 
tabulations of 1946 income tax returns that had been used in 
estimating the numbers of recipient units. The classifica
tion of returns with dividends by adjusted gross income

less dividend brackets, that had been derived from these 
tabulations as described above, was available with further 
breakdowns showing, for each such bracket, the frequency 
distribution of the returns by size classes of dividend receipts. 
By assigning means to each size class of dividend receipts the 
mean dividend income for each of these brackets was esti
mated. A similar procedure was followed in the case of 
rents. The average property income per property income 
recipient family in each of these brackets was a weighted 
average of the smoothed means for dividends and rents.9

Corresponding means for nonfarm families in the earnings 
brackets under $5,000 were based on data from the 1946 
census survey, which were raised by linking at $5,000 with 
the data from tax returns.10

For each of the other two income categories—military 
income, and social insurance and miscellaneous income—the 
1946 census survey furnished information for each family 
civilian money earnings bracket on the percentage of non
farm families receiving income of these kinds and on the 
mean amount they received. When the percentages were 
applied against the total number of nonfarm families at each 
level, from section 4, the sum of the results was substantially 
below the total number of units estimated to have received 
these types of income, as indicated by a comparison with the 
control total established earlier. The numbers of recipient 
families in the various civilian earnings brackets were raised 
to meet these totals by assuming that nonreporting families 
were distributed among all earnings brackets but were some
what more heavily concentrated in the lower brackets than 
the reporting groups.

Similarly, when these revised frequencies were multiplied 
by the survey-based average amounts per recipient unit at 
the various civilian earnings levels, the resulting overall 
aggregate income receipts for military income and social 
insurance and miscellaneous income were found to be too low. 
In adjusting for this factor, the percentage understatement 
of income was assumed to be somewhat greater in low than 
in high family earnings brackets.

The above procedure provided estimates, for each civilian 
earnings bracket, of the number of nonfarm families receiving

9. The w eights— i. e., th e  num bers of families receiving dividend- 
in terest income only, ren ta l income only, and  bo th  categories— w ithin 
each earnings b racke t had been derived as described above under 
“ R ecipients of p roperty  incom e.” The average p roperty  income of 
families receiving both  ren ta l and  d iv idend-in terest income was as
sum ed to  be equal to  th e  sum  of th e  m eans for th e  separate  income 
sources. A separate  calculation for th e  average am oun t of in terest 
receipts was no t m ade, and  average dividend receipts were used to  
represen t average combined receipts of dividends, in terest, or both . 
In  th is m anner the  average of dividends and  in te rest income com
bined was probably  oversta ted  in the  case of those un its included 
am ong p roperty  income recipients in  th e  p resen t estim ates th a t  
received in terest income only, b u t was unders ta ted  in  instances in 
w hich bo th  types of income were received.

10. T he survey d a ta  covered bo th  dividends and in terest incom e in 
one category, and  n e t ren tal income in another. These were averaged 
as described in  footnote 9.

F or fam ilies w ith  no civilian earnings th a t  had  d iv idend-in terest 
incom e, average d iv idend-in terest income was based on a tabu la tion  
of 1945 tax  re tu rns reporting  dividends and /o r in te rest as th e ir sole 
source of incom e by size classes of such income. A sim ilar tabu la tion  
was n o t available for ren ta l income. I t  was found th a t  th e  average 
size of d iv idend-in terest incom e for th is group of tax  re tu rns was 
sim ilar to  th a t  received by re tu rns in th e  upper portion  of th e  earnings 
scale. By analogy, th e  average ren ta l incom e assigned to  fam ily units 
in  th e  $0 earnings b racket was assum ed to  be sim ilar to  the  average 
ren ta l income of th e  upper earnings groups.
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each of the three categories of money income other than civil
ian earnings, together with the mean amount of each cate
gory of income per recipient unit. Some of the families in 
each civilian earnings bracket received more than one of 
these three categories. Hence, in order to allocate the fami
lies to their proper total family money income brackets it was 
necessary to make separate estimates for each of the groups 
receiving the various possible combinations of the three types 
of money income other than civilian earnings. That is, the 
total number of families in each civilian earnings bracket 
was distributed among three groups receiving only one type 
of income other than civilian earnings, three groups receiving 
two types, one receiving all three types, and a residual group 
receiving no money income other than civilian earnings.

These distributions were derived on the assumption that, 
within any given family civilian money earnings bracket, the 
receipt of any one of the three categories of money income 
other than civilian earnings was independent of the receipt 
of either of the other two categories. Thus, for any family 
civilian money earnings bracket, if p represents the propor
tion of families receiving property income, q the proportion 
receiving military income, and r the proportion receiving 
social insurance and miscellaneous income, then the propor
tion receiving all three types of income in the bracket was 
calculated as p q r, the proportion receiving property and 
military income but no social insurance income as p q (1 —r), 
the proportion receiving property income only as p (1 — q) 
(1 —r), the proportion receiving no income other than civilian 
money earnings as (1— p) (1— q) (1—r), etc.

These proportions in each earnings bracket were then ap
plied to the total number of nonfarm families in the bracket. 
Tor certain of these combinations, the resulting figures were 
modified in the light of scattered data available for families 
receiving various types of social insurance benefits.

The general reasonableness of the basic independence 
assumption was tested by an analysis of the 1946 census 
survey data. This survey furnished separate figures, by 
family civilian money earnings brackets, on the percentages 
of families reporting (a) property income, (b) military in
come, and (c) social insurance and miscellaneous income. 
In addition, the percentages reporting (d) no income other 
than civilian money earnings were available by earnings 
brackets. Estimates of (d) for the various earnings brackets, 
derived from (a), (b), and (c) on the basis of the independ
ence assumption, were found to be in close agreement with 
the actual percentages in the census tabulations.

The mean amounts per recipient family of property in
come, military income, and social insurance and miscellaneous 
income that had been determined for each earnings bracket 
from the tax return and survey data were assumed to apply 
to the nonfarm families in the bracket receiving only one of 
these income categories. For families within each bracket 
receiving more than one of the three categories the mean 
amount of money income other than civilian earnings was 
assumed to be equal to the sum of the means estimated for 
the several categories in that bracket.

I t may be noted that the proportions of families estimated 
by the above procedure to have received some money income

other than civilian earnings within the various civilian earn
ings brackets were relatively large for both the very low and 
very high brackets, and smallest in the earnings range be
tween approximately $2,000 and $5,000.11 For the 1946 
distribution as a whole, almost 20 million of the 30 million 
nonfarm families were estimated to have received money 
income other than civilian earnings, and 5 million of them 
received more than one of the three categories distinguished 
above. A large proportion of the families, however, re
ceived relatively small amounts of these several types of 
income. Based on the dispersion patterns discussed later 
it is estimated, for example, that in 1946 seven million non
farm families received small amounts of money income other 
than civilian earnings ranging under $500. Also, see earlier 
discussion of the number of recipients of small amounts of 
interest income.

For unattached individuals, a more summary procedure 
was used to obtain the numbers receiving money income 
other than civilian earnings in the various earnings brackets, 
and the mean amounts they received. For this purpose the 
frequencies of the seven groups of nonfarm families receiving 
money income other than civilian earnings within each 
earnings bracket were added and the sum expressed as a 
percentage of the total number of nonfarm families in the 
earnings bracket. The mean money income other than 
civilian earnings in each earnings bracket was determined 
by dividing the aggregate of such income in the bracket 
by the corresponding combined frequency.

Estimated percentages of unattached individuals receiving 
any money income other than civilian earnings in the various 
civilian earnings brackets, and mean amounts of such income 
per recipient individual, were derived by modifying these 
family patterns. The modifications were based on the rela
tionship between the corresponding figures for unattached 
individuals and nonfarm families from the 1946 census sur
vey. The modified percentages and means for the various 
earnings brackets were then adjusted proportionately so 
that the total number of unattached individuals with money 
income other than civilian earnings and the aggregate amount 
of such income they received would agree with estimated 
control totals.

The control total for the number of unattached indi
viduals receiving any of these types of money income was 
obtained by adding the numbers receiving each of the three 
major categories, as previously derived, and subtracting 
an estimate for the numbers in the several overlap groups.11 12 
The control total of aggregate money income other than 
civilian earnings received by unattached individuals was 
derived from the personal income series as explained earlier.

11. T his U-shaped p a tte rn  of th e  percentages for th e  various earn 
ings brackets was sim ilar to  th a t  shown by  th e  Census survey  data . 
The survey percentages, how ever, were, in general, substan tia lly  
sm aller th a n  those derived above because, as has been indicated, m any 
families failed to  rep o rt th e  receipt of income of these kinds in th e  field 
enum eration.

12. The num bers of una ttach ed  individuals receiving each of the 
various possible com binations of th e  th ree  income categories was 
derived on th e  assum ption of independence am ong th e  recipients of 
th e  several categories (see discussion of sim ilar estim ates for nonfarm  
families'). T his procedure was adop ted  a fte r it had  been tes ted  by 
applying it  to  census survey d a ta  in  a  m anner sim ilar to  th a t  described 
for nonfarm  families.



58 APPENDIX

Dispersion within each family money earnings bracket

In combining civilian money earnings and other money 
income to obtained a frequency distribution of nonfarm 
families by size classes of total family money income, the 
various subgroups receiving the several possible combina
tions of money income other than civilian earnings were 
handled separately. This was done to take account of the 
substantial variation within given earnings brackets in the 
mean amounts received by the various subgroups, and of 
the dispersion around these means even within a given sub
group. The latter dispersion was particularly large in the 
case of property income. The available data indicated, for 
example, that even in the higher earnings brackets where 
the mean amounts of property income per property income 
recipient family were relatively large, substantial propor
tions of the families received very small amounts of such 
income.

Dispersion patterns—i. e. percentage distributions by size 
classes of money income other than civilian earnings—were 
constructed for each of the seven subgroups within each 
family civilian earnings bracket.

As indicated earlier, the 1946 tax returns provided the 
basis for deriving percentage distributions of returns with 
property income by size of such income for each earnings 
bracket above $5,000.13 14 Special tabulations of the 1946 
census survey provided, for nonfarm families, similar dis
tributions of property-income recipient families within the 
several earnings brackets under $5,000, and, of families 
receiving each of the other two types of income within each 
bracket for the entire earnings range.

For families receiving only a single type of money income 
other than civilian earnings, the dispersion pattern around 
the mean of this income in any given earnings bracket was 
assumed to be the same as the dispersion pattern around a 
mean income of the same type and size as derived from the 
tax return or survey distributions. For families receiving 
more than one of the income categories, dispersion patterns 
for each earnings bracket were constructed by combining 
the tax return or survey based dispersion patterns for the 
individual categories on the assumption of independence.11

The frequency distributions by size of money income other 
than civilian earnings derived for the seven family subgroups 
were then added within each civilian earnings bracket.

In the case of unattached individuals, a single dispersion

13. T ax re tu rn  and  survey d a ta  provided the  basis for estim ating  
separate  dispersion pa tte rn s for units receiving dividends and for those 
receiving ren ts  in each earnings bracket. A th ird  dispersion p a tte rn —  
for un its  receiving bo th  dividends and  ren ts— was derived by  com bin
ing th e  tw o dispersion p a tte rn s  on th e  assum ption of independence. 
T h a t is to  say, i t  was assum ed th a t  w ithin each earnings bracket the 
dispersion p a tte rn  of ren ta l receipts was the same for all size classes 
of dividend receipts, and  vice versa. (I t m ay  be noted  th a t  independ
ence w ith in  each earnings bracket does n o t im ply independence over 
the  en tire  earnings range. In  fact, the  results indicated  a strong  posi
tive relationship  of th is type  betw een the sizes of th e  tw o types of 
p roperty  income receipts.) The com bined dispersion p a tte rn  for 
families receiving any  p roperty  income in each earnings bracket was 
obtained  by w eighting the th ree dispersion pa tte rn s for th e  bracket. 
The w eights were th e  num bers of families in each bracket receiving 
d iv idend-in terest income only, ren ta l income only, and  bo th  sources 
of income, as derived earlier under “ R ecipients of p roperty  incom e.”

14. See discussion under “Com bined E arn ings” in section 3.

pattern was derived for each civilian earnings bracket cover
ing all individuals in the bracket receiving any money income 
other than civilian earnings. These dispersion patterns 
were selected from those for families having the same mean 
money income other than civilian earnings.

Addition of money earnings and other money income

The preceding steps provided a single cross-classification 
for nonfarm families and another for unattached individuals. 
In each case, the units with money income other than civilian 
earnings were distributed by brackets of civilian money 
earnings and, within each such bracket, by size classes of 
money income other than civilian earnings. By adding 
through the family cross-classification 15 the units were as
signed to brackets of total family money income, i. e. to 
brackets representing the sum of their civilian earnings and 
other money income. To this distribution was added that of 
nonfarm families whose civilian earnings constituted their 
sole source of income to obtain the all-family distribution. 
A similar procedure was followed for unattached individuals.

E xhibit 12.— F a m ily  p e r so n a l  in c o m e  o f  n o n fa r m  f a m i l i e s  a n d  
u n a t ta c h e d  in d iv id u a ls ,  1946

Fam ily m oney incom e:
Civilian m oney wages and salaries (from exhibit 
Nonfarm entrepreneurial incom e (from exhibit 8)
Other types of incom e (from exhibit 11)_________
Statistical ad ju stm en t1_____ __________________ _

Billions of
dollars

8) 96.7
21 .0
29.3

1.5
T o ta l________ ____ _____________ ____ ________________ ______

N onm oney incom e:
Im puted n et rental value of owner-occupied nonfarm dwellings
Im puted interest_______________________ _________ __________
N onm oney civilian wages and salaries___________ _____________

T o ta l . .............................................. .............. ................... .........................

O th e r  a d ju s tm e n t item s:
E m ployee contributions for social in su ran ce...____ ___________
Accrued interest on U nited  States savings bonds............ ................
Noncorporate nonfarm inventory valuation adjustm ent_______
N et total of miscellaneous item s 2______ ______________________

148.5

2 .3
3 .21.2
6.7

- 2.0
.4

- 1.8
- .7

T otal

E qua ls : Fam ily personal income 151.1

1. Includes adjustm ent to add civilian m oney wages or salaries not accounted for in size 
distributions of wage-salary earners (exhibit 5, footnote 3), and to subtract n et m oney non
farm entrepreneurial income received by farm operator families (exhibit 14) or by fiduciaries.

2. Includes adjustm ents to add business transfer paym ents other than to nonprofit in stitu 
tions, lum p sum  social insurance benefits, and value of stocks w ithdrawn by nonfarm pro
prietors for their ow n use; to subtract periodic paym ents to individuals b y  life insurance 
companies and rental incom e from roomers and boarders in  private homes; and to substitute  
redemptions for issues of terminal leave bonds (exhibit 11, footnotes 4 and 6).

The resulting distribution for nonfarm families was then 
adjusted to add miscellaneous civilian money wages and 
salaries that had not been covered in the wage-salary distribu
tions of individual earners, and to subtract nonfarm entre
preneurial income received by members of farm operator 
families (exhibit 12, footnote 1). The first of these adjust
ments covered wages and salaries not reported on income tax 
returns that were estimated to have been received in very 
small amounts by such persons as housewives, students, and 
others who worked for only short periods during the year 
(discussed in section 1 under “Adjusted Distribution”) and 
and the second eliminated duplication with the farm operator

15. See section 1, footnote 9;
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family distributions (section 6). The net amount of the 
two adjustments was distributed among nonfarm families 
in the various income brackets in such a way as to leave the 
Lorenz curve of the distribution unchanged.16

The frequency distributions of nonfarm families and unat

tached individuals by family money income level obtained 
by the above procedures are shown for 1946 in exhibit 13. 
I t may be noted that in carrying through the adjustments 
described above, somewhat finer size classes of income were 
used than are summarized in the exhibit.17 *

Distribution by Family Personal Income Level

The next step was to add to the money income distributions 
derived above the various types of nonmoney income accru
ing- to nonfarm families and unattached individuals, and, at 
the same time, to make several adjustments in the money 
income figures so that they would reflect the income concept 
that underlies the personal income series.

Three types of nonmoney income were added, namely, 
imputed net rental value of owner-occupied nonfarm dwell
ings, imputed interest, and wages received in kind. The 
other adjustments consisted of the subtraction of employee 
contributions for social insurance (which are excluded from 
wage or salary receipts in the personal income series) and 
the addition of the nonfarm noncorporate inventory valu
ation adjustment and of the value of stocks withdrawn by 
nonfarm proprietors for their own use (both included in 
the personal income series). A number of other less sizable 
adjustments were also required, as indicated in exhibit 12 
which shows the relation of family money income and family 
personal income in 1946.

The general procedure was first, to determine, separately 
for nonfarm families and unattached individuals, the dis

16. See section 1, footnote 12.
17. An a lternative  procedure for combining tax -re tu rn  and  field- 

survey  d a ta  to  ob tain  a fam ily money incom e size d istribu tion  was 
carried  th rough  for th e  year 1944 and, as can be seen from  th e  ta b u 
lation  below, yielded results th a t  were basically sim ilar to  those 
published in th is report.

À m ajor difference betw een th e  a lternative  procedure and  th e  one 
incorporated  in the  p resen t estim ates was th a t  in the  form er case the 
tax -re tu rn  inform ation was com bined directly  in to  fam ily un its  (m ainly 
on  th e  basis of relationships from  survey data) whereas in  th e  la tte r, 
a s  explained above, separate  d istribu tions of individual w age-salary 
and  nonfarm  en trepreneurial earners were calculated as an  in term edi
a te  step  in  th e  procedure. The tax -re tu rn  tabu la tions th a t  were used 
in  th e  a lternative  procedure were those in w hich th e  re tu rn s were 
classified by  size of to ta l (adjusted  gross) income, whereas in th e  pres
e n t rep o rt use was m ade of separate  d istribu tions by size of the  several 
m ajor types of income reported  on th e  tax  returns.

T he a lternative  procedure also differed from th e  presen t one w ith  
respect to  th e  m ethod  used in ad justing  for income understa tem en t 
in  th e  p rim ary  data . In  th e  form er case th is ad ju s tm en t was carried 
th rough  as a  final step  in the  methodology, based on an approxim ation 
of th e  d is tribu tion  of the  reported  aggregate fam ily money incom e by  
m ajor ty p e  of incom e in each of th e  various brackets of to ta l fam ily 
m oney income. F or each m ajor ty p e  of income, th e  nonreported  
am o u n t was d is tribu ted  by  fam ily m oney incom e brackets proportion
a te ly  to  th e  reported  am ounts. (Farm -operator families, whose dis
tr ib u tio n  w as estim ated  by th e  sam e m ethod described in section 6, 
were elim inated  from  th e ” all-fam ily d is tribu tion  before th is ad ju s t
m en t for unders ta tem en t was m ade.) In  th e  p resen t report, as has 
been explained, th e  ad ju s tm en ts  for u n ders ta tem en t were applied in

tribution of the total amount of each of these types of in
come among the various brackets of family money income, 
and second, to add these amounts to the aggregate family 
money income in each bracket and thus shift the families 
and unattached individuals from family money income 
brackets to family personal income brackets.

NONMONEY INCOME AND OTHER 
ADJUSTMENTS

Nonmoney income

For the imputed net rental value of owner-occupied non
farm dwellings, the first step was to estimate the percentage 
distribution of owner-occupant nonfarm families and un
attached individuals, separately, by family money income 
bracket. Frequency distributions by family money income 
brackets were available for all nonfarm families (and un
attached individuals) and for owner-occupant nonfarm 
families (and unattached individuals) from the 1946 census 
income survey. The relationship between the cumulative 
percentages of frequencies below successive points on the

the~course of th e  estim ating  procedure to  the  several m ajor types of 
earnings classified by  th e ir own size before th e ir com bination in to  fam 
ily un its; and  for income o ther th an  earnings, separate  tre a tm en t was 
given to  fam ily un its  receiving various com binations of these income 
categories a t  each fam ily earnings level.

The steps involved in th e  a lternative  procedure, o ther th a n  the 
ad ju stm en ts for income understa tem en t, are detailed in an  article by  
M aurice Liebenberg and  H ym an  K aitz, “An Incom e Size D istribu tion  
from  Incom e T ax and  Survey D ate , 1944,”  P a r t V II of Studies in  
Income and Wealth, Vol. 13, N ational B ureau of Economic R esearch, 
N ew  York, 1951.

P e r c e n t  D is t r ib u t io n  o f  F a m ilie s  a n d  U n a t ta c h e d  I n d iv id u a ls  
b y  F a m ily  M o n e y  I n c o m e  L e v e l, 1944

F am ily  m oney incom e level Present esti
m ates

A lternative
procedure

13.2 11.7
$1,000-$1,999 - _____________________________ 19.8 21.2

21.2 22.0
18.7 18.6

$4,000-$4,999 . . - ___ ____ ________ ________ _____ 10.3 11.7
$5,000-$7Ì499 - ____________________________ 10.9 9.5
$7j 500-59,999 - ______________________ 3.1 2.5

1.6 1.5
$15,000-519,999 . - - ____________________________ .6 .5
$20^000-524,999 __________________________ .2 .2
$25,000-$49,999__________________________________________ .3 .4

.1 .2

100.0 100.0
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family money income scale of all nonfarm families and of 
owner-occupant families as shown in the survey data was 
assumed to hold for the distribution of nonfarm families 
by family money income bracket that had been derived 
above.18 The resulting percentage distributions of owner- 
occupant families (and unattached individuals) by family 
money income bracket were applied against the estimated 
total numbers of such family units in 1946, based mainly 
on data from the Decennial Housing Censuses and various 
intercensal housing surveys of the Census Bureau.

Exhibit 13.— N u m b e r  o f  n o n fa r m  fa m i l i e s  a ru l u n a t ta c h e d  in d i-  
v id u a ls  b y  f a m i l y  c iv i l ia n  m o n e y  e a rn in g s  le v e l , f a m i l y  m o n e y  
in c o m e  lev e l , a n d  f a m i l y  p e r s o n a l  in c o m e  lev e l, 1946

[Thousands]

Fam ily incom e level (as de
fined in column headings)

N onfarm  fam ilies U n a ttach ed  ind iv iduals

B y family 
civilian  
m oney  

earnings 
level

B y  fam ily  
m oney  
income 

level

B y  family 
personal 
income 

level

B y  family  
civilian  
m oney  

earnings 
level

B y  family  
m oney  
income 

level

B y  family 
personal 
income 

level

$0_______________ 1,949 1,870

Under $1,000 i_____________ 2, 553 809 657 1,967 2,526 2,327
$1,000-$1,999__________ 4,871 3,892 3.660 1, 792 2,328 2,467
$2,000-$2,999________ 6,281 6,104 6.036 1, 201 1,521 1, 581
$3,000-83,999______________ 5.144 7,083 7,122 418 654 652
$4,000-$4,999......... .. 3,224 4, 398 4, 581 107 208 208

$5,000-$9,999_______________ 4.890 6,168 6, 358 99 188 190
$10,000-$24,999______ 900 1.301 1,341 15 36 36
$25,000-$49,999_______ 125 167 167 1 7 7
$50,000 and over___________ 33 48 48 2 2

T o ta l____________ 29,970 29,970 29,970 7,470 7,470 7,470

Aggregate income as defined
in  column headings (bil-
lions of dollars)__________ $108.4 $134.8 $137.1 $9.3 $13. 7 $14.0

M ean income as defined in
colum n headings (dollars). $3. 617 $4,498 $4, 573 $1,245 $1,834 $1,879

1. Includes loss.
2. Less than 500.

Next, the average net rental value of owner-occupied 
homes per owner-occupant family at each family money in
come level w7as determined. Special tabulations from the 
1950 Survey of Consumer Finances of the Federal Reserve 
Board provided data, by 1949 money income bracket, on 
the amount of equity in owner-occupied homes, and on the 
number of owner-occupant units. Total imputed net rental 
value of such homes in 1949, from the personal income series, 
was distributed among the several income brackets in pro
portion to the distribution of equity. Average net rental 
value was determined for each bracket by dividing through 
by the number of owner-occupant units.

Estimates of aggregate net rental value in the several 
money income brackets in 1946 were derived, separately for 
nonfarm families and unattached individuals, by multiplying 
mean net rental values based on the 1949 averages by the 
estimated numbers of owner-occupant nonfarm families (and 
unattached individuals) in 1946, and then adjusting the 
results proportionately so that they would account for the 
1946 total from the personal income series.

18. The procedure was sim ilar to  th a t  described for tw o source 
earners in section 3 under “Separate Sources of E arn ings.”

The imputed interest total included in personal income 
was allocated in two parts, the first covering the imputed 
interest income received from life insurance companies, and 
the second the imputed interest received from financial 
intermediaries (except life insurance companies). An ad
justment to add accrued interest on United States savings 
bonds, which had not been covered in the family money 
income distributions, was included with the second of these 
categories.

For both categories, the distributions by family money 
income level were based primarily on data from the 1950 
Survey of Consumer Finances. This survey provided in
formation, by 1949 money income bracket, on the number of 
family units with life insurance policies, and on the number 
with liquid assets in the form of checking accounts, savings 
accounts or government bonds. These data were used to 
estimate the corresponding numbers of nonfarm families 
(or unattached individuals) with these types of assets in 
1946, by applying relationships shown by these survey data 
in a manner similar to that described above for imputed net 
rental value.

Estimates of the distribution by family money income 
bracket of the aggregate value of reserves of life insurance 
companies and of the aggregate liquid asset holdings of 
family units, based largely on data from the same survey, 
were provided by the Federal Reserve Board. Imputed 
interest income derived from life insurance companies as 
estimated in the personal income series for 1949 was assumed 
to be distributed proportionately to the first of these series, 
and imputed interest received from other financial inter
mediaries plus accrued interest on United States savings 
bonds proportionately to the second.

Average amounts of these types of income per recipient 
unit in each money income bracket in 1946, based on the 
corresponding amounts computed for 1949, were multiplied 
by the estimated numbers of nonfarm families (or unattached 
individuals) derived for 1946, and the results adjusted to 
agree with the aggregate amounts of these types of income 
for that year included in the personal income series.

For wages received in kind, separate estimates were 
derived for hired farm laborers, domestic servants, and com
mercial and civilian government employees. Because of 
deficiencies in the available data, these estimates represent 
only very rough approximations.

For each of the three groups, the aggregate amount of 
wages in kind was available from the personal income series. 
For farm laborers, this aggregate was distributed by indi
vidual earnings level on the basis of the frequency distribu
tion of this group of workers that had been derived earlier,19 
coupled with information from a Bureau of Agricultural 
Economics report on the “Employment and Wages of the 
Hired Farm Working Force in 1945,” relating to the propor
tions of laborers receiving nonmoney wages in the various 
income brackets and the average amounts of such wages 
they received. The comparable distribution for domestic 
servants was based on data on the money earnings size 
distribution of this occupation group based on the 1946

19. See section 1.
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census income survey, together with fairly arbitrary assump
tions as to the variation among earnings brackets in the 
proportions receiving income in kind and in the average 
amount of such income they received. A similar procedure 
was used in the case of civilian government and commercial 
employees.

The frequency distributions of the three types of employees 
with nonmoney wages were added and the totals in each 
bracket allocated as between family members on the one 
hand and unattached individuals on the other, on the basis 
of information on family status for selected occupations 
from the 1946 census survey. The nonmoney earnings of 
family members were then allocated to family income 
brackets. This was done on the basis of a cross-tabulation 
from the 1946 census survey which related individual and 
family earnings.

Other adjustments

The personal income series is net of employee contributions 
for social insurance. I t was therefore necessary to subtract 
this item from the family money income distributions.

Estimates of the amount of wages or salaries subject to 
deductions for social insurance at each family money income 
bracket were derived by the following procedure. Based on 
the 1946 census survey, the number of nonfarm families and 
unattached individuals, separately, estimated to have re
ceived money wages or salaries during the year was obtained 
for each family money income bracket. This was done on 
the basis of relationships from the 1946 census survey in a 
manner similar to that described in the discussion of imputed 
net rental value of owner-occupied homes, above.

The average amount of wages or salaries subject to con
tributions for social insurance was derived for each bracket 
on the basis of cross-tabulations of tax returns for 1946, and 
of nonfarm families from the 1946 census field survey. In 
these cross-tabulations the returns (or families) were dis
tributed by size classes of total income and, within each such 
bracket, by size classes of wages or salaries. Mean wages 0 
or salaries were assigned to each wage or salary bracket— 
except that a figure of $3,000 was assigned to each of the 
wage-salary brackets above that point20—to derive an 
overall average wage or salary subject to contributions for 
each total income bracket. .

These averages—from the tax return figures for income 
brackets above $5,000, and from the survey data for lower 
brackets—were multiplied by the estimated numbers of 
nonfarm families and of unattached individuals with wages 
or salaries in the corresponding brackets. Total employee 
contributions for social insurance, from the personal income 
series, was distributed among family money income brackets 
proportionately to these derived aggregates.

In the absence of definitive information, the items of 
noncorporate nonfarm inventory valuation adjustment and 
of value of stocks withdrawn by nonfarm proprietors for 
their own use were distributed among family money income 
brackets proportionately to the corresponding distribution

20. Because of th e  approxim ate natu re  of th e  calculations no allow
ance was m ade for the fac t th a t  th e  $3,000 lim it did no t apply  to  all 
groups of employees m aking contributions for social insurance.

of entrepreneurial net money income. The latter was based 
on relationships for the various money income brackets 
between the total money income and entrepreneurial money 
income reported in the census surveys.

A single rough adjustment was made for the various other 
items of definitional difference. The net total of these 
items was allocated among families and unattached indi
viduals in the several family money income brackets pro
portionately to the distribution of aggregate family money 
income.

Addition of adjustment items

On the basis of the available data it was not considered 
worthwhile to add the several items described above to 
family money income in a manner similar to that used for 
the addition of money income other than civilian earnings 
to family civilian earnings. Instead, the nonfarm families 
(or unattached individuals) were shifted from their position 
on the family money income scale to their position on the 
family personal income scale by the following procedure.

First, an average family personal income was computed 
for each family money income bracket by dividing the 
algebraic sum of money income and the additional amounts 
of nonmoney income and the adjustment items that had 
been allocated to the bracket by the number of families in 
the bracket. Next, a smoothed curve was drawn through 
points plotted for the various family money income brackets 
relating mean family money income and mean family per
sonal income. Next, the family personal income values 
corresponding to the limits of the various family money 
income brackets were read from this curve. Lastly, the 
frequencies and aggregate family personal income in the 
usual brackets were calculated by interpolation within 
these family personal income limits.21 * 1 The procedure 
assumed that the average additional income at any given 
point on the family money income scale was received by all 
families at that point.

This last step in the procedure tended to understate 
somewhat the relative income differences in the final distri
bution. However, the error due to this factor was probably 
small because, unlike the various income items added earlier 
in converting the distribution from a family earnings to a 
family money income basis, most of the items taken into 
account here were relatively minor in amount and, when 
combined, their dispersion within any given income bracket 
was probably relatively small.

The final distributions of nonfarm families and unattached 
individuals by family personal income brackets are shown, 
for 1946, in exhibit 13 where they are compared with the 
distributions of these emits by size classes of family money 
income, and of family civilian money earnings.

21. The in terpo lation  procedure used here was no t th e  sam e as 
m aintain ing th e  Lorenz curve of a  d is tribu tion  as described in section
1, footnote 12. In  th a t  instance, every  income poin t was altered  by  
th e  sam e percentage, w hereas in  th e  presen t case, different income 
points were a ltered  by  different percentages. However, once th e  
lim its of th e  fam ily persona! income brackets corresponding to  the  
lim its of the fam ily m oney income brackets had been read  from  the 
sm oothed curve, th e  form ulas given in  section 1, footnote 12 could 
be used here to  arrive a t th e  num bers of families and  th e  am ounts o f 
aggregate fam ily personal income falling in  th e  usual class in tervals.



Part t ,  Section 6

Farm Operator Families
By Family Personal Income Level

T H E  income size distributions of farm operator families 
cover all families containing a person who operated a farm as 
defined in the 1945 Census of Agriculture.1

Farms were defined in that census as places of 3 or more 
acres on which agricultural operations were conducted, and 
places of less than 3 acres with agricultural products for home 
use or for sale with a value of $250 or more.1 2 The farm 
operator on each farm was the person who operated the farm 
either performing the labor himself or directly supervising 
it. For rented farms the tenant or cropper was always con
sidered the farm operator in the census enumeration, even 
though the landlord might supervise his operations.

Farm landlords who were not themselves farm operators 
(and did not live with a relative who was a farm operator) are 
included in the nonfarm population in the present estimates.3 
The net income such landlords received from their farm 
tenants is treated as rental income and is included in the 
income distributions for nonfarm families and unattached 
individuals as described in section 5. Farm laborers (other 
than those living with a farm operator relative) are included 
among unattached individuals or with nonfarm families 
rather than with farm operator families.

I t should be noted that the farm operator family group 
distinguished in the distributions is not equivalent to the 
group of families reported as “living on farms” in the various 
Censuses of Population. A sizable number of farm resident 
families are not farm operators. For instance, consumer 
units of farm laborers and retired persons are not farm 
operators even though they live on farms. Such units are 
classified in the present estimates as nonfarm (i. e., other 
than farm operator) families or unattached individuals. On 
the other hand, the farm operator family distributions in
clude a small group residing off their farms that are excluded 
from the “living on farms” category.

1. The farm  opera to r fam ily d istributions include, also, a small 
num ber of u n a ttached  individuals operating  farms. I t  was no t con
sidered  worthw hile to  tre a t th is  m inor group separately. See discus
sion of population estim ates in p a rt 3.

2. In  the 1950 census, places of th ree or more acres were counted as 
farm s if th e  value of agricultural products, exclusive of home gardens, 
for home use or for sale am ounted to  $150 or more, and  places of less 
th a n  3 acres were counted if th e  value of sales am ounted to  $150 or 
more. I t  has been estim ated  th a t  approxim ately 200,000 of the  475,000 
decrease in th e  num ber of farm s betw een 1945 and  1950 was due to  the 
change in  definition. (See Census B ureau release, 1950 Census of 
A griculture, Series AC 50-3  No. 00, N ovem ber 25, 1951.)

3. In  th e  case of farm s operated  by  farm  m anagers th e  fam ily in
come of th e  owner of th e  farm  was su b stitu ted  for th a t  of th e  m anager 
in  the farm  operator fam ily income distributions.
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Also important to note is the fact that the farm operator 
families covered in the income size distributions comprise a 
broader group than would be obtained if the classification 
were based on major economic activity. In addition to 
families engaged mainly in farming, the present grouping 
includes those whose farming operations constituted only a 
secondary occupation for the family head, or whose net 
income from farming accounted for only a minor portion of 
the total income of the family unit.

The decision to include all farm operator families in the 
farm grouping was based on the fact that the available 
control totals of aggregate receipts from farming and of 
aggregate production expenses incurred in connection with 
farm operations pertained to all farms—and hence to the 
entire group of farm operator families. The control totals are 
estimated by the Bureau of Agricultural Economics and in
corporated in the personal income series of the Office of 
Business Economics. The available series do not make it 
possible to separate out the amounts accruing to “part- 
time” or “residential” farms and thereby to exclude these 
groups from the farm operator income distributions.

Deficiencies in the basic data that are available for con
structing size distributions are more pronounced for farm 
operator families that for the nonfarm sector. In the first 
place, for the 3 years covered here the field surveys of the Cen- 

“ sus Bureau and Bureau of Agricultural Economics, and, to an 
even greater extent the income tax return statistics, under
stated very substantially the independent estimate of total 
net money farm income prepared by the Bureau of Agricul
tural Economics. Second, only inadequate data were avail
able on the amount and distribution of money income 
from sources other than farming received by farm operator 
families, e. g., wages and salaries, rents, interest, etc. Be
cause of the broad coverage of the farm operator group such 
off-the-farm income accounted for a very large fraction of 
the total income of many of these families.

Third, a number of income items accruing to farm operators 
are not covered in the available basic data for recent years. 
The distribution of the nonmoney items of farm income, for 
example, which account for a sizable proportion of the total 
income of a large number of families in this sector, is not 
available from income tax return statistics nor from the 
recent field surveys of family income. Nor is the value of 
the change in farm inventories between the beginning and 
end of the year taken into account in determining net farm
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income in most of the recent statistics on size distribution.
As a result of these deficiencies, the overall gap between 

total net money income accounted for in the available 
source material on size distribution and total family personal 
income received by farm operator families was relatively 
large. In distributing this control total by income groups it 
was possible in some instances, e. g., for the several items of 
nonmoney farm income, to base the estimates on relation
ships established in earlier field surveys. In the case of the 
money income components, as is explained below, it was 
necessary to rely on the assumption that relative income 
differences were similar to those reported in the 1950 Census 
of Population for the farm operator family group. As a 
result, the distributions for farm operator families presented 
here should be regarded as only a first approximation to the 
actual situation obtaining in this period.

The procedure for deriving the distributions consisted of 
three main steps. First, control totals of aggregate income 
and number of families were derived for the farm operator

group for each of the three years. The income totals con
sisted of what is termed in the surveys “net money farm 
income” (the difference between gross money receipts from 
farming and production expenses); money income of farm 
operators from sources other than farm operations (which 
when added to net money farm income, yielded family 
money income of farm operator families); and nonmoney 
farm income, and the value of change in farm inventories. 
Second, a frequency distribution of farm operator families 
by family money income level was obtained by adjusting 
data for a sample of farm operator families from the 1950 
Census of Population (covering family money income in 
1949) so as to account for the control totals of aggregate 
family money income and total number of families for each 
year. Third, to this distribution was added the value of the 
change in farm inventories and the several items of nonmoney 
income received by the farm operator family group, to 
derive a distribution by family personal income level for each 
year.

Income and Number of Families

The control totals of money and nonmoney net farm 
income of farm operators and of the value of inventory 
change were based on the amounts included in the personal 
income series under the heading “net income of farm pro
prietors.” These figures, supplied each year to the National 
Income Division by the Bureau of Agricultural Economics, 
are described on pages 77-79 of the 1951 National Income 
supplement to the S u r v e y  o f  C u r r e n t  B u s i n e s s . Adjust
ments to divide farm income between those components 
which were and those which were not included under net 
money farm income are shown for 1946 in exhibit 14.

The money amounts received by farm operator families

E xhibit 14.— F a m ily  p e r so n a l  in c o m e  o f  f a r m  o p e ra to r  f a m i l i e s ,  1946

Billions 
of dollars

N e t m oney farm  incom e:
N e t farm  incom e o f  farm  proprie tors a s  in  personal incom e________________
Less: Food and fuel produced and consumed by farm operator families i____

Gross rental value of farm dwellings 2___________ _____ _____________
Value of change in farm in ven tories.-____ __________________________
N et farm rents received by farm operator landlords (included below  

under income from other sources)_________________________________

14.82.21.0
- .2
.6

E q u a ls : N e t m oney farm  incom e 11.1

F am ily  m oney incom e:
N et m oney farm incom e________________
Plus: Wages and salaries (from exhibit 8) 

Nonfarm entrepreneurial in co m e ... 
Other sources (from exhibit 11)........

11.1 
3.4 
.5  1.6

E q u a ls : Fam ily m oney income 16.6

Fam ily personal incom e:
F am ily  m oney incom e_______ ___________________
Plus: Value of change in  farm inventories________

N onm oney income of farm operator families

16.6
- .2
3.2

E q u a ls : Fam ily personal incom e 19.6

1. Represents the gross value of food and fuel produced and consumed on farms m inus the 
value of perquisites furnished to hired farm laborers.

2. Includes owner- and tenant-occupied farm homes.

from sources other than their farm operations were not 
available from the personal income series, which does not 
provide a breakdown by type of recipient unit for the various 
income categories. The total income of this group of families 
in 1946 from each of these categories, i. e., wages and salaries 
(from farm and nonfarm employment), nonfarm self-employ
ment income, and each of the three types of income distin
guished in section 5—property income, military income, and 
social insurance benefits, assistance, and miscellaneous in
come—was taken to be equal to the amount received by the 
group as shown by the blown-up Bureau of the Census- 
Bureau of Agricultural Economics field survey data for that 
year. (See sections 3 and 5 where these amounts were 
subtracted to determine the control totals for the several 
income categories for nonfarm families and unattached indi
viduals.)

The main reason for using these figures was that their sum 
was found to be in close agreement with independent esti
mates of the total nonfarm income of farm operators, derived 
from an annual series published by the Bureau of Agricul
tural Economics on the nonfarm income of farm residents, 
after adjusting for certain differences in coverage between 
the two sets of data.4 For 1944 and 1947, the corresponding 
totals were based mainly on the 1946 estimates extrapolated 
by the annual series of the Bureau of Agricultural Economics.

4. The Bureau of A gricultural Economies estim ate  covers nonfarm  
wages and  salaries, in terest, dividends, n e t ren ts, and  ne t nonfarm  
business income received by persons living on farm s. F or com par
ab ility  w ith  th e  field survey to ta ls  it  required ad ju s tm en t to  exclude 
th e  income of farm  residents who were no t m em bers of farm  opera to r 
families and  to  add  several o ther types of incom e received by th e  farm  
operator fam ily group, such as wages from  w ork on o ther farm s, 
m ilitary  fam ily allowances and  allo tm ents, ve terans’ paym ents, an d  
social insurance benefits and  assistance.
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As exhibit 14 indicates, the derived figure for off-the-farm 
income was relatively large—amounting to one-half of the 
total net money income received from farm operations in 
1946. Information was not available to determine whether 
the actual off-the-farm income received by farm operator 
families was even greater than this total, i. e., to determine 
Avhether the independent estimate of the Bureau of Agricul
tural Economics and the reports in the field survey for these 
several kinds of off-the-farm income were both too low. If 
such understatement existed—and the figures for the nonfarm 
sector that were discussed in preceding sections indicate that 
this may have been the case—the income distributions 
derived below probably overstate the numbers of farm opera

tor families in the lower ranges of the income scale. Off-the- 
farm income accounts for large fractions of the total income 
of farm operator families in the low income brackets, where 
farming in many instances represents only a part-time 
activity.

The total number of farm operator families in each year 
was taken to be equal to the number of farms, as estimated 
annually by the Bureau of Agricultural Economics based on 
census enumerations (part 3). It was not possible to adjust 
the totals for definitional differences, such as to exclude 
corporate and institutional farms and to allow for the rela
tively small number of instances in which the assumption of 
one farm operator family per farm did not hold.

Distribution by Family Money Income Level

Frequency distributions of farm operator families by family 
money income brackets were available for this period from a 
Bureau of the Census sample survey for 1944, from a joint 
Bureau of the Census-Bureau of Agricultural Economics 
survey for 1946, and from unpublished data from the recent 
Decennial Population Census covering family money incomes 
in 1949 reported by a sample of the farms included in the 
Census of Agriculture. Each of the three sets of sample 
data had been inflated by the agencies conducting the surveys 
to cover all farms in the respective years.5

By calculating means for each family money income 
bracket, estimates were derived of the size distribution of 
aggregate family money income for each of the three enumer
ations.6 In addition, figures were obtained on the aggregate 
net money farm income accounted for by each of the inflated 
sets of data.

A comparison of the three sets of data indicated that the 
Decennial Population Census provided more reliable basic 
figures for the farm operator family group than the two

5. A frequency d is tribu tion  was also available for th e  “farm ing” 
in dustry  from  th e  business schedules of 1947 individual incom e tax  
re tu rn s  and  from  partnersh ip  incom e tax  re tu rn s in th a t  industry , by 
size of n e t incom e from  farm  operations. These d a ta  were n o t used 
p a rtly  because of th e  difficulties involved in supplem enting th e  tax  
re tu rn  tabu la tions to  allow for farm  operators who were n o t included. 
The blow -up of th e  tax  re tu rn  sam ple indicated  only some 3.2 million 
fa rm  entrepreneurs, w hereas th e  sam ple surveys listed above purported  
to  account for all 5.9 million farm s in 1946 (5.4 million in 1950). I t  
m ay  be no ted  in th is connection th a t  some farm  operators were n o t 
required  to  file tax  re tu rn s because th e ir incom e was less th a n  th e  legal 
filing requirem ent. O ther farm  operators m ay  have filed re tu rn s 
declaring  th e ir o ther sources of incom e b u t om itting  or failing to  desig
n a te  clearly th e ir  incom e from  farm  operations, so th a t  th e  to ta l 
num ber of farm  operators filing tax  re tu rns was probably  iarger th an  
th e  3.2 million figure.

A nother re la ted  reason for n o t utilizing th e  tax  re tu rn  tabu la tion  
w as th e  fac t th a t  th e  to ta l am oun t of farm  income reported  was sub
stan tia lly  lower th a n  th e  independent B ureau of A gricultural Eco
nomics estim ate. T he percentage coverage cannot be com puted 
precisely because d a ta  are n o t available for m easuring certain  of the 
differences in th e  definitions of income in th e  tw o series. I t  m ay  be 
noted , also, th a t  th e  tax  re tu rn  sta tistics th a t  were tab u la ted  for the  
farm ing in dustry  referred only to  am ounts of farm  income. In form a
tion  on off-the-farm  incom e received by farm  operators could n o t be 
derived  from  th e  available tabu la tions of th e  retu rns.

6. See section 1, footnote 2.

earlier surveys. In the first place, the aggregate net money 
farm income accounted for in the blown-up distributions for 
1944 and 1946 represented only some 50 to 60 percent of the 
corresponding independent annual estimates of the Bureau 
of Agricultural Economics, whereas the 1950 Population 
Census covered about 80 percent of the comparable total for 
1949. In other words, the likelihood of differential under
statement of farm income in the various income brackets 
seems to be much greater in the two earlier surveys. The 
farm operator group has always been a difficult one to cover 
adequately in income surveys and differences in methods of 
enumeration and sampling were probably responsible in very 
large part for these and other substantial variations among 
the three sets of data.

Secondly, and more important, relative income differences 
as measured by Lorenz curves for the three family money 
income distributions appeared to be exaggerated in the 
sample data for 1944 and 1946. The extent of these differ
ences was significantly larger than appeared reasonable either 
by comparison with the corresponding curves for nonfarm 
families for the same years, or with similar curves for farm 
families from prewar sample surveys.7

The degree of income inequality was much less marked for 
the farm operator family group in the 1949 data. Specifically, 
it was found that the relationship between the Lorenz curve 
for farm operator families based on those data and the curves 
for nonfarm families by family money income level developed 
in the present study was closely in line with corresponding 
relationships developed in studies for earlier years after the 
latter had been adjusted insofar as possible to allow'' for 
differences in income definition between the prewar and later 
surveys. The data for 1944 and 1946, on the other hand,

7. Incom e u n ders ta tem en t in th e  1946 survey was sim ilar to  th a t  on 
tax  re tu rn s in th a t  th e  bulk  of th e  unders ta tem en t was in gross farm  
receipts; reported  production  expenses in bo th  cases accounted  for 
over 90 percen t of th e  corresponding B ureau of A gricultural Economics 
estim ate . I t  should be noted, hoTvever, th a t  i t  was n o t possible to  
ad ju s t th e  several series on income and  expenses to  allow fully for 
differences in  definition.
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showed a very much larger spread between the farm operator 
and nonfarm family curves than existed in the prewar period. 
There is no reason to believe that this type of change—and, 
more particularly, a change of the order of magnitude shown 
by these data—actually occurred.

I t  was decided, therefore, to use the pattern of relative 
income differences shown in the Decennial Census data as a 
basis for the present estimates for the farm operator family 
group. The procedure was to adjust the 1949 frequency 
distribution of farm operator families by family money 
income level in such a way as to account for the control totals 
for the number of farm operator families and their aggregate 
family money income, and at the same time hold constant 
the 1949 Lorenz curve for the distribution of this income.8 
This meant, in effect, that relative income differences in the 
family money income distribution (though not necessarily in 
the family personal income distributions described later) were 
assumed to be constant for the farm operator family group in 
all three of the years covered here. As indicated above, 
the several sets of sample data for farm operator families for 
this period differed so markedly from each other that they 
could not be used to determine what changes in the Lorenz 
curves may actually have occurred over the 1944-49 period 
for this group of families.

8. See section 1, footnote 12.

The derived frequency distribution by family money 
income level is shown for 1946 in exhibit 15. As was noted 
earlier, the number of farm operator families in the low family 
money income brackets may actually be smaller than the
Exhibit 15.— N u m b e r  o f  f a r m  o p e ra to r  f a m i l i e s  b y  f a m i l y  m o n e y r 

in c o m e  leve l a n d  f a m i l y  p e r so n a l  in c o m e  leve l, 1946

[Thousands]

Fam ily income level (as defined in colum n headings)

Under $500 l . 
$500-$999___

$1,000-$1,999. 
$2,000-$2,999. 
$3,000-$3,999. 
$4,000-$4,999.

$5,000-$7,499____
$7,500-$9,999____

$10,000 and over

T o ta l____

Aggregate income as defined in colum n headings (b illions)____

M ean income as defined in column headings (dollars)________

B y fam ily  
m oney  

incom e level

B y  fam ily  
personal 

incom e level

738 178
779 664

1,392 1,479
1,055 1,174

709 817
45U 575

455 616
154 198

157 189

5,890 5,890

$16.6 $19.6

$2,818 $3,332

1. Includes loss.

frequencies estimated here. This would be true if there had 
been an appreciable understatement in off-the-farm income 
reported by respondents in the field survey. Unfortunately, 
data are not presently available to indicate whether or not 
this was the case.

Distribution by Family

The definition of family money income in the distributions 
of farm operator families derived above was based on that 
used in recent field enumerations. Because of the difficulties 
and expense involved, these enumerations excluded two 
major income categories that are included in family personal 
income—the value of the change in farm inventories of crops 
and livestock, and the nonmoney items of income in the form 
of imputed value of home-produced food and fuel and rental 
value of farm dwellings.

For recent years no breakdown of the aggregate value of 
inventory change is available by income size groups. Nor 
was it possible to utilize information available for earlier 
periods or for special areas to adjust family money income 
for the value of the change in farm inventories in each net 
money income bracket.9

9. F o r example, a  special study  of farm s in Illinois for 1946 indicated  
th a t  th e  inclusion of inventory  change led to  a m arked reduction in 
relative income differences in th e  n e t m oney farm  income distribu tion . 
T he sta tistics for Illinois, however, could n o t be taken  as represen ta
tive of th e  country  as a whole because th ey  were based on a sam ple of 
farm s w ith relatively  high incomes and  specialized production. Thus, 
th e  n e t to ta l value of farm  inventory  change in Illinois in 1946 was a 
positive figure am ounting  to  60 percent of net m oney farm  income 
exclusive of farm  inventory  change, whereas th e  com parable to ta l for 
th e  U nited S ta tes in th a t  year was a negative 2 percen t of to ta l n e t 
money farm  income.

Q uite a p a rt from th e  inapplicability  of th e  Illinois d a ta  to  th e  N ation

Personal Income Level

The method used here was to allocate the total net value of 
inventory change among family money income brackets, and 
to shift the families to brackets of family money income plus 
value of inventory change, on the basis of the assumption 
that the ratio of inventory change to net money farm income 
was the same over the entire range of family money income.10 
In other words, a differential effect was not introduced for 
this item, and the resulting error in the distributions may be 
fairly significant, particularly in a year like 1947 when 
inventory change was relatively large.

Distributions of the imputed value of the food and fuel 
produced and consumed by farm operator families and of the
as a  whole, no p a tte rn  relating  income exclusive of inven tory  change 
and  incom e inclusive of such change, how ever represen tative for a 
single year, could be m ade th e  basis for estim ating  corresponding 
relations for o ther years. T here is no reason to  believe th a t  such a 
p a tte rn  would be stable over tim e, no r is inform ation available th a t  
would be required to  introduce th e  necessary modifications.

I t  m ay be noted  th a t  even in 2 years in which inven tory  change was 
roughly th e  same percentage of to ta l income there  w ould be no reason 
to  assum e th a t  the  d istribu tion  of th e  inventory  change by  incom e 
size groups was th e  same. The tw o n e t inventory  changes m ay have 
been th e  sum  of widely different increm ents and  decrem ents whose 
effects on th e  size d is tribu tion  of income m ay have differed widely.

10. E stim ates of th e  am ounts of n e t m oney farm  incom e in th e  
several fam ily m oney incom e brackets were based on relationships 
from  th e  1946 Census-BA E survey.
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rental value of farm dwellings among family money income 
(plus value of inventory change) brackets were based on 
data for farm operator families collected in the 1941 Survey 
of Spending and Saving in Wartime by the Bureau of Human 
Nutrition and Home Economics of the United States Depart
ment of Agriculture.11

Average amounts per farm operator family for the value of 
home-produced food and fuel and the rental value of dwell
ings at each family money income (plus value of inventory 
change) bracket, based on the corresponding averages re
ported in the 1941 survey, were multiplied by the numbers 
of families in the several brackets. The results were then 
adjusted proportionately so they would account for the 
aggregate amounts of imputed income from the personal 
income series (exhibit 14). In the case of home-produced 
food the survey averages were lowered proportionately 
before they were incorporated into the present estimates in 
order to allow for the fact that retail prices were used as a 
basis of valuation in the survey whereas farm prices are used 
in valuing farm home consumption in the personal income 
series.

The rental value category covers the gross rental value of 
both owner-occupied and tenant-occupied farm homes. For 
owner-occupants it represents a return on equity plus the 
expenses incurred in connection with home-ownership 
(mortgage interest, taxes, insurance, depreciation, etc.). 
For tenant-occupants it corresponds to the estimated rent 
paid for rented farm dwellings.

11. Rural Fam ily Spending and Saving in  Wartime, Misc. Publica
tion  No. 520, U. S. D epartm en t of A griculture, 1943, T able 5.

It may be noted that in adding food and fuel produced and 
consumed by farm operator families to derive family per
sonal income, these items were expressed at their gross value 
even though the imputed income corresponding to them falls 
short of that value by the amount of expenses incurred in 
their production. Addition of gross value yielded the correct 
amount of combined money and imputed income because, 
following recent survey practice, the same gross value had 
been deducted in determining the money income of the farm 
operator family group (exhibit 14).

In the case of owner-occupied farm homes gross rather than 
net rental value was added to family money income for a 
similar reason. Rents paid on tenant-occupied dwellings 
had to be added because, again following recent survey 
practice, the money income of tenant farm operators was 
understated by the amount of such rents, which were treated 
as a production expense in calculating tenants’ net money 
income.

The amounts of imputed value of home-produced food and 
fuel and rental value of farm dwellings that had been allo
cated to the several family money income brackets were 
then added to family money income, and the farm operator 
families shifted to family personal income brackets by a 
procedure similar to that described for nonfarm families at 
the end of section 5, under “Addition of adjustment items.” 
The derived frequency distribution of farm operator families 
by family personal income level for 1946 is shown in exhibit 
15.



Part I, Section 7

Distributions for All Consumer Units
and

Family Composition

C oM B IN E D  income distributions for all families and for 
all families plus unattached individuals for 1944, 1946, and 
1947 were obtained by adding tlie appropriate distributions 
derived in sections 5 and 6. The summary distributions

Exhibit 16 — R e c o n c i l ia t io n  o f  p e r so n a l  in c o m e ,  f a m i l y  p e r so n a l  
in c o m e ,  a n d  f a m i l y  m o n e y  in c o m e ,  1946

Billions of 
dollars

P erso n a l incom e__________________ __________________ _________ ____ _________

Less:
C ivilian w ages of persons who entered Armed Forces or died ^exhibit 5). 
M ilitary m oney wages or salaries cf armed forces personnel w ho had not 

returned to civilian  life by end of year and m ilitary nonm oney wages
or salaries (exhibit 11)_________________________________ _____________

Property incom e received by nonprofit institu tions or retained by
fiduciaries (exhibit 11)______________________________________________

Em ployer contributions to private pension and welfare funds (exhibit
11) ---------------------------------------------------------------------------------------------------------------------------

Business and Governm ent transfer paym ents to nonprofit institutions  
(exhibit 11) 1________ _______________________________________________

E qua ls : Fam ily personal incom e---------------------------------- ------- -----------------------

Less:
N onm on ey civilian  wages or salaries (exhibit 5)
Im puted interest and accrued iDterest on U nited  States savings bonds

(exhibit 11)________________________________________ _____ _____ ____
Im puted n et rental value of owner-occupied nonfarm dwellings (exhibit

11) ------------------------------------------------------------------------------------------------
Food and fuel produced and consum ed b y  farm operator families

(exhibit 14)........... ..................... ........................ ................. ........................... .........
Gross rental value of farm dwellings (exhibit 14)____ _________________
Noncorporate nonfarm inventory valuation adjustm ent (exhibit 7)____
Value of change in  farm inventories (exhibit 14)_______________________

Plus:
Em ployee contributions for social insurance (exhibit 5)________________
M iscellaneous item s 1 2 3......... ......................... ..................... ......................... ...............

E qua ls : Fam ily m oney incom e-------------------------------------------------------------------

177.7

3.7

. 6

1.2
.6

170.7

1.2
3.6

2.3

2.21.0
- 1.8
- .2
2.0
.7

165.1

1. Includes, also, com pensation of prison inm ates, paym ents to prisoners of war and profits 
of m ilitary post exchanges (exhibit 11, footnote 6). D ata were not available on w hich to base 
estim ates of the various other typ es of income received by in stitu tion a l residents w hich  
should also be subtracted here.

2. Includes adjustm ents to  add periodic p aym ents to  individuals by life insurance com
panies and rental incom e from roomers and boarders in private homes; to subtract business 
transfer paym ents other than  to nonprofit institu tion s, lum p-sum  social insurance benefits, 
and value of stocks w ithdraw n by nonfarm proprietors for their ow n use; and to substitu te  
issues for redem ptions of term inal leave bonds (exhibit 11, footnotes 4 and 6).

classified by family personal income level are shown in table 2 
of this appendix.

As has been indicated, these distributions account for the

total family personal income in each year, based on the per
sonal income series. Exhibit 16, which summarizes the 
various adjustments shown for the separate income cate
gories in earlier exhibits, shows the relationship between 
total family personal income and total personal income in 
1946.

In addition togthe distributions by family personal income 
level, combined distributions by family money income level 
were prepared by summing the corresponding frequency 
distributions from sections 5 and 6. These are shown for all 
families and unattached individuals in exhibit 17 together 
with preliminary figures for 1950 which were derived as 
explained in part 2. A summary of the adjustments in the 
family personal income total to obtain the family money 
income aggregate is included, for 1946, in exhibit 16.

As was described earlier, consumer units were classified by 
family money income level in the recent sample field surveys 
of family income. In exhibit 18 these distributions are com
pared with those developed in the present report for 1944, 
1946, and 1947.

In exhibit 19 the frequencies of families and unattached 
individuals in the upper ranges of the family money income 
scale are compared with the number of individual income tax 
returns in the same brackets of adjusted gross income in those 
years. Because family income is the sum of the incomes of 
individual family members the effect of combining tax 
returns to form families was to shift units to higher levels of 
income. This accounts in large part for the greater numbers 
of family units than of tax returns in the exhibit. The 
adjustments in the tax return statistics to meet the control 
totals of aggregate income from the personal income series, 
described in preceding sections of this appendix, also con
tributed to the difference between the two series. It may be 
noted that the differences narrow at the very top of the 
income scale.
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68 APPENDIX

Families and unattached individuals were ranked by 
quintiles of family personal income and the amounts accruing 
to the several quintiles obtained by using the interpolation 
procedures described earlier.1 These figures are shown in 
table 3 of this appendix.

In addition to the quintile data for all consumer units, 
estimates were derived of the composition of families in the 
several quintiles in terms of the average number of persons, 
children under 18 years of age, and earners per family. These 
are presented for selected years in exhibit 20 and in chapter 2.

1. See section 1, foo tno te  12.

E xhibit 17.— D is tr ib u t io n s  o f  f a m i l i e s  a n d  u n a t ta c h e d  in d iv id u a ls  
b y  f a m i l y  m o n e y  in c o m e  leve l, 1944, 1946, 1947, a n d  1950

Fam ily m oney incom e level

N u m b er o f  fam ilies and  
u n a t ta c h e d  ind iv id u a ls

(thousands)

A ggregate fam ily m oney incom e

(m illions of dollars)

1944 1946 1947 1950 i 1944 1946 1947 1950 1

U nder $1,000_________  . . 5, 380 4, 852 4, 849 4, 973 2,642 2, 297 2,299 2,235
$1,000-$1,999______________ 8.077 7, 612 7. 280 7, 483 12,245 11,420 11,065 11,224
$2,000--$2,999______________ 8. 660 8, 680 8, 370 7,965 21,680 21.662 20.998 19.917
$3,000-83,999______________ 7, 643 8, 446 8, 291 8, 348 26, 793 29, 427 28,877 29,138
$4,000-$4,999______________ 4,220 5,057 5, 532 6, 692 18, 915 22, 549 24,699 29, 900

$o,000-$7,499____________ 4,480 5,319 6,410 7, 956 26,925 31, 933 38,449 47,968
$7,500-$9,999-_- _____ ____ 1,265 1.646 2,056 2, 651 10, 804 14,070 17,490 22,388

$10,000 and over__________ 1,155 1,718 1,952 2, 522 21,515 31,695 35,383 44,070

T o ta l______________ 40,880 43,330 44,740 48,590 141,519 165,053 179,260 206,840

• P e rc e n t d is tr ib u tio n

U nder $1,000_____________ 13.2 11.2 10.8 10.2 1.9 1.4 1.3 1.1
$1,000-SI,999______________ 19.8 17.6 16.3 15.4 8.7 6.9 6.2 5.4
$2,000-$2,999______________ 21.2 20.0 18.7 16.4 15.3 13.1 11.7 9.6
$3,000-$3,999______________ 18.7 19.5 18.5 17.2 18.9 17.8 16.1 14.1
$4,000-84,999______________ 10.3 11.7 12.4 13.8 13.4 13.7 13.8 14.5

$5,000-$7,499______________ 10.9 12.3 14.3 16.4 19.0 19.4 21.4 23.2
$7,500-$9,999______________ 3.1 3.8 4.6 5.4 7.6 8.5 9.8 10.8

$10,000 and over__________ 2.8 3.9 4.4 5.2 15.2 19.2 19.7 21.3

T o ta l_______________ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

1. T h e derivation of the d istribution for 1950 is described in part 2, section 1, of this  
appendix.

I t  should be noted that the figures on family composition 
differ in three respects from the quintile data in table 3. 
First, the family composition statistics refer to families 
only, whereas table 3 covers families and unattached indi
viduals. Second, the quintile classification in the family 
composition tables is based on size of family money income, 
and in table 3 on size of family personal income. Third, the 
family composition estimates were derived for the most part 
directly from data from the sample field surveys of family 
income, as outlined below, whereas the figures in table 3 
were obtained by combining data from individual income tax 
returns and the field surveys, and adjusting the results so 
that they would account for income totals determined from 
the personal income series, as described in preceding sections 
of this appendix. The tax-return statistics were not available 
with breakdowns by family composition so that it was not 
possible to derive estimates for the several quintiles com
parable to those in table 3.

The estimates of family composition by quintiles wrere 
based on tabulations from the Census Bureau income surveys

showing separate frequency distributions by family money 
income level for families with various numbers of persons, 
children under 18 years, and earners (i. e., persons who earned

Exhibit 18.— C o m p a r iso n  o f  p e rc e n ta g e  d i s t r ib u t io n s  o f  f a m i l i e s  
a n d  u n a t ta c h e d  in d iv id u a ls  b y  f a m i l y  m o n e y  in c o m e  leve l w i th  
d is t r ib u t io n s  f r o m  f ie ld  su r v e y s  o f  C e n su s  B u r e a u  a n d  F e d e ra l  
R eserve  B o a rd , 1944, 1946, a n d  1947 1

Fam ily m oney incom e 
level

1944 1946 1947

Present
esti

m ates
Census
survey

Present
esti

m ates

Surveys Present
esti

m ates

Surveys

Census F R B Census F R B

Under $1,000 2________ 13.2 23.2 11.2 20.4 14.5 10.8 17.6 13.0
$1.000-$1,999__________ 19.8 22.2 17.6 19.8 19.8 16.3 17.8 18. 3-
$2,000-$2,999__________ 21.2 20.7 20.0 21.9 22.6 18.7 20.8 19.6
$3,000-$3,999__________ 18.7 16.1 19. 5 15.8 18.2 18.5 17.3 16.7
$4,000-$4,999__________ 10.3 7.9 11.7 8.9 10.5 12.4 10.0 11.5

$5,000-$9,999__________ 14.0 8.3 16.1 11.3 11.5 18.9 14.1 16.8
$10,000 and over______ 2.8 1.6 3.9 1.9 2.9 4.4 2.4 4.1

T ota l___________ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

N um ber of families
and unattached in-
dividuals (m illions)3. 40.9 40.8 43,3 44.1 40.8 44.7 45.3 42. 6-

A g g r e g a t e  f a m i ly
m oney incom e (bil-
lions of dollars)_____ $141.5 $110.6 $165.1 $129.8 $133. 8 $179.3 $147. 8 $161.0

M ean fam ily m oney
income (dollars)........ $3, 462 $2, 708 $3,809 $2,942 $3, 280 $4,007 $3, 259 $3,780

1. Census survey distributions and num bers of consumer units from Census Bureau releases- 
Series P -S , N o. 22, P-60, N o. 5, and unpublished data for 1946 furnished b y  the Census Bureau. 
Aggregate incom es for the census surveys derived b y  m ultip lying frequencies in  each income 
bracket by estim ated mean incom es (see section 1, footnote 2); the mean for the $10,000 and  
over bracket was based on that developed from income tax returns in  the present report. 
Federal R eserve Board distributions from Part IX  of S tu d ie s  i n  I n c o m e  a n d  W e a l th ,  Vol. 13, 
N ational Bureau of Econom ic Research, N ew  York, 1951; num bers of consumer units from 
“ Incom e, Selected Investm ents, and Short-Term D eb t of C onsum ers,” F e d e r a l  R e s e r v e  
B u l l e t i n ,  Septem ber 1952; mean incom es from Federal R eserve Board.

2. Includes loss.
3. T h e Federal R eserve Board surveys did not cover certain relatively minor groups of 

families and unattached individuals included in  m ost of the Census Bureau surveys and in 
the present estim ates.

$1 or more during the year from wage or salary employment 
or from farm or nonfarm entrepreneurial activity).2

By interpolation, the income limits of the several quintiles 
for the census all-family distribution in each year were deter
mined, and the numbers of families in each of the family-size 
classifications falling within these limits obtained. By multi
plying the number of 2-person families by 2, 3-person families 
by 3, etc., the total number of persons was determined for 
each fifth of families ranked by size of family money income. 
A similar procedure was followed to obtain the number of 
children and earners in each quintile.3 For closer compara-

2. Census B ureau releases Series P -60 , Nos. 5, 6 and 7, P -S , No. 22, 
and  unpublished tabu la tions for .1944.

3. In  th e  case of families w ith  “ 7 or m ore” persons th e  average size 
of fam ily used for all of th e  quintiles was derived by sub trac ting  the  
derived population  in all families w ith less th a n  7 persons from  th e  to ta l 
fam ily population  (as given in census releases Series P -20 , Nos. 21, 26 
and  33), and then  dividing by  th e  census to ta l num ber of fam ilies w ith 
7 or more persons. A sim ilar procedure was used to  estim ate  th e  aver
age num ber of earners in th e  “3 or m ore” group in each quintile  as a 
residual (using the  to ta l num ber of earners in families from  census 
releases Series P -60 , Nos. 6 and  7, and  unpublished d a ta  for 1944). 
F o r children under 18 years estim ates of th e  average num ber in  th e  
”6 or m ore” group were also derived sim ilarly by  ad justing  to  th e  
census to ta l num ber of children in  fam ilies; in th is  case, however, it 
was possible to  tak e  in to  account variations am ong quintiles in th e  
average num ber of children in th e  “and over” group because a  frequency 
d is tribu tion  of th e  to ta l num ber of children under 18 years in families 
was available, for 1948, by  size of fam ily m oney incom e (Series P -6 0  
No. 6).
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bility with other data in this report, the figures for the number 
of families, persons, and children in the several quintiles were 
then adjusted proportionately so that they would total to 
the corresponding population estimates as of the end of each 
calendar year, derived as explained in part 3.

The numbers of earners in the various quintiles which are 
shown in chapter 2 account only for the total number of 
family earners reported in the blown-up census income sur
veys. No adjustment was made in view of the large under
count of earners in those surveys and hence the figures are 
understated for all of the quintiles.4

4. The num ber of persons reporting  them selves as earners was sub
stan tia lly  sm aller in th e  Census Bureau income surveys th a n  in th e  
“w ork experience surveys” of th a t  agency. F o r th e  undercount in 
th e  la t te r  surveys, see section 1, footnote 13.

E xhibit 19.— C o m p a r is o n  o f  n u m b e r  o f  f a m i l i e s  a m i  u n a t ta c h e d  
in d iv id u a ls  b y  f a m i l y  m o n e y  in c o m e  leve l iv i th  n u m b e r  o f  i n d i 
v id u a l  in c o m e  ta x  r e tu r n s  b y  a d ju s te d  g ro ss  in c o m e  leve l, f o r  
in c o m e s  o f  $10,000 a n d  o ver , 1944, 1946, a n d  1947 1

[Thousands]

Incom e level

1944 1946 194

Fam ilies 
and un 
attached  
ind iv id 

uals

Tax
returns

Fam ilies 
and un 
attached  
ind iv id 

uals

Tax
returns

Fam ilies 
and un 
attached  
ind iv i
duals

$10,000-$14,999___________________ 663 298 1,017 452 1,155
$15,000-$19,999___________________ 226 129 320 193 374
$20,000-$24,999___________________ 100 68 139 100 164

$25,000-$49,999___________________ 129 100 188 145 205
$50,000 and over______ __________ 37 37 54 50 54

I Tax  
returns

487
201
102

147
49

1 . N um ber of tax returns from S ta t i s t i c s  o f  In c o m e ,  P a r t  1, 1944, and prelim inary reports for 
1946 and 1947, U . S. Treasury D epartm ent.

E xhibit 20.— N u m b e r  o f  p e r s o n s ,  c h ild r e n  u n d e r  18 y e a r s  o f  a g e , a n d  a d u l ts ,  i n  f a m i l i e s ,  f o r  q u in t i l e s  o f  f a m i l i e s  r a n k e d  b y  s iz e  o f  f a m i l y
m o n e y  in c o m e ,  1944, a n d  1947—49 1

Q u in tile

N um ber (thousands) M ean  n u m b er per fam ily P e rc e n t d is tr ib u tio n  (dow n) P e rc e n t d is tr ib u tio n
(across)

Families Persons
Children  
under 18 

years
A dults Persons

Children  
under 18

years
A dults Persons

Children  
under 18 

years
A dults

Children  
under 18 

years
A dults

1944

3.10 17.5
22,531 3.38 19.1
24. 212 3.64 20.6

3. 74 21.1
3.83 21.7

117,810 3.54 100.0

1947

7, 405 24, 070 8,082 15, 988 3.25 1.09 2.16 17.8 18.3 17.6 33.6 66.4
2 7, 405 25,951 9, 459 16, 492 3. 50 1.28 2. 23 19.2 21.4 18.2 36.4 63.6
3 . _____ ________ 7, 405 26, 917 9, 691 17, 226 3. 63 1.31 2. 33 20.0 22.0 19.0 36.0 64.0
4 ________________________ 7, 405 27,358 8, 843 18,515 3. 69 1. 19 2. 50 20.3 20.0 20.4 32.3 67.7
H ighest---------------------------------------------- 7,405 30,577 8,100 22, 477 4.13 1.09 3. 04 22. 7 18.3 24.8 26.5 73.5

T o ta l_________________________ 37,025 134.873 44,175 90,698 3.64 1.19 2.45 100.0 100.0 100.0 32.8 67.2

1948

7, 645 25,171 8,738 16, 433 3,29 1. 14 2.15 18.3 19.2 17.9 34.7 65.3
2 _____ ___ 7, 645 26, 878 9, 840 17, 038 3.52 1.29 2.23 19.6 21.6 18.6 36.6 63.4
3 ______________ 7, 645 27, 386 9, 925 17, 461 3. 58 1.30 2.28 20.0 21.9 19.0 36.2 63.8
4 ____ ___________________________ 7,645 27, 678 9, 098 18, 580 3. 62 1.19 2. 43 20.2 20.0 20.3 32.9 67.1
H ighest______________________________ 7,645 30,116 7,879 22, 237 3. 94 1.03 2.91 21.9 17.3 24.2 26.2 73.8

T o ta l_______________  _________ 38,225 137,229 45,480 91,749 3.59 1,19 2.40 100.0 100.0 100.0 33.1 66.9

1949

7,815 25, 446 9,246 16, 200 3. 26 1. 18 2. 07 18.3 19. 7 17.5 36.3 63.7
7,815 27,193 9, 763 17, 430 3. 48 1.25 2.23 19.5 20.8 18.8 35.9 64.1

3 _______________ 7, 815 28, 218 10, 478 17, 740 3.61 1.34 2. 27 20.2 22.4 19.2 37.1 62.9
4 . _________________ 7,815 28,122 9, 530 18, 592 3. 60 1.22 2. 38 20.2 20.3 20.1 33.9 66.1
H ighest______________________________ 7,815 30, 428 7,893 22, 535 3. 89 1.01 2.88 21.8 16.8 24.4 25.9 74.1

T o ta l,-  - ------  ------------- -------- 39,075 139,407 46,910 92,497 3.57 1.20 2.37 100.0 100.0 100.0 33.6 66.4

1 . For sources and for discussion of differences between data in this exhibit and in table 3 of this appendix, see accompanying text.



Part 2

Before- and After-Tax Bistribat ions
for 1950

T H E  income distributions for 1950, unlike those for the earlier years covered in this report, 
were prepared before data from Federal individual income tax returns were available, so that 
the estimates by level of before- and after-tax income for this year are to be regarded as 
preliminary.

The estimates for 1950 presented here include a distribution of families and unattached 
individuals and of family personal income by size brackets of family personal income, a distri
bution of Federal individual income tax liability by family personal income level, and a distri
bution of consumer units and after-tax income by level of income after Federal individual 
income taxes.

In summary, the before-tax distribution for 1950 was obtained by projecting the corre
sponding distribution for 1947 that had been derived in part 1. The extrapolation was based 
mainly on changes between the 2 years shown by statistics from the sample field surveys of 
family incomes conducted by the Census Bureau and the Federal Reserve Board. Total 
family personal income accounted for in the 1950 distribution was determined from the personal 
income series of the Office of Business Economics.

Provisional estimates of taxes.were derived for income brackets under $10,000 from sample 
field survey data, and for higher income brackets mainly from Treasury Department tax rate 
tables for 1950. The provisional estimates were then adjusted so that they would agree with a 
control total of Federal individual income tax liability estimated on the basis of Treasury 
Department data. The after-tax distribution was derived by subtracting Federal individual 
income taxes from before-tax incomes, and shifting consumer units to after-tax income brackets.

The detailed procedures for obtaining the before-tax distribution for 1950 are described in 
section 1, and those used in deriving the distribution of Federal individual income tax liability 
and of after-tax income in that year in section 2.

70



Part 2, Section 1

Distribution by Family Personal
Income level

T H E  before-tax distribution for 1950 was obtained by 
constructing a frequency distribution of families and un
attached individuals by family money income level, and 
then converting it to a family personal income classification 
mainly on the basis of the relationship between the money 
and personal income distributions in 1947.

The family money income distribution for 1950 was 
obtained by projecting the corresponding distribution for 
1947 derived in part 1. The projection was based on 
changes between 1947 and 1950 in the Lorenz curve of the 
distribution of family money income as shown by sample 
data on family incomes collected by the Census Bureau 
and by the Survey Research Center of the University of 
Michigan for the Federal Reserve Board.1

First, the aggregate family money income and the total 
number of families and unattached individuals were deter
mined for 1950. Both were obtained by procedures similar 
to those for other years—the former by adjusting the per
sonal income series in the way shown for 1946 in exhibit 16, 
and the latter based on Census Bureau population figures as 
described in part 3.

Next, Lorenz curves of the distribution of family money 
income were plotted for 1947 and 1950 for the combined 
group of families and unattached individuals based on the 
two sets of survey data.

The curves for the Census Bureau income surveys for the 
two years were derived from the frequency distributions of 
families and unattached individuals by family money 
income level published by that agency.1 2 Aggregate money 
incomes for the several family money income brackets were 
estimated by assigning mean incomes to each bracket.3

Lorenz curves from the Surveys of Consumer Finances 
of the Federal Reserve Board were plotted from data pub
lished by the Board,4 except that the curve for 1950 was

1. D a ta  on income size d istribu tion  w hich were collected for u rban  
consum er un its  in 1950 by  the B ureau of Labor S tatistics were not 
available a t  the  tim e these estim ates were prepared nor were the 
results of the 1950 Population  Census w hich referred to  the  year 1949.

2. “ Incom es of Fam ilies and  Persons in  th e  U nited  S ta tes: 1947” 
and  “ 1950,” Census B ureau releases Series P-60, Nos. 5 and  9.

3. The m eans for closed-end brackets were estim ated  on th e  basis 
of the relative frequencies in  the bracket and  in adjoining brackets. 
(See p a r t 1, section 1, footnote 2.) For the $10,000 and  over bracket, 
th e  m ean for 1947 was based on th e  corresponding figure developed 
from  income ta x  re tu rns in  th e  present report, and  the  m ean in  1950 
was assum ed to  be slightly lower th a n  in 1947 (see footnote 5).

4. “ D istribu tion  of Consum er Incom e in 1947,” Table 6, Federal
Reserve Bulletin, June 1948, and  “D istribu tion  of Consum er Incom e 
in 1950,” Table 13, Federal Reserve Bulletin, A ugust 1951.

modified to increase somewhat the income accruing to the 
$10,000 and over income group. This was done in order 
to bring it closer into line with information for recent years 
from individual income tax returns. The mean income of 
tax returns in the $10,000 and over range did not fluctuate 
greatly during the period 1947-49, and it was assumed, 
therefore, that the corresponding mean for family units in 
1950 was only slightly below that in 1947.5

The Lorenz curves for 1947 and 1950 were similar in both 
pairs of distributions. The main difference between the two 
years was a slight decline in 1950 in the share of income 
received by the top quintile, with the census-based data 
showing less of a drop than the adjusted Federal Reserve 
Board figures. Accordingly, a Lorenz curve was plotted 
for 1950 based on that developed in the present report for 
1947 that incorporated a slight reduction in relative income 
differences intermediate between the changes suggested by 
the two surveys. The 1950 frequency distribution of 
families and unattached individuals by family money income 
level (exhibit 17) was then obtained based on this curve and 
on the estimated total number of consumer units and aggre
gate family money income in that year.

This distribution was next converted to a family personal 
income basis. In view of the summary procedure used in 
deriving the money income distribution and its preliminary 
character, it was not considered worthwhile to take separate 
account of each of the items comprising the difference 
between family money and family personal income.

However, in adjusting for the difference between the two 
income concepts, separate treatment was given to the three 
major groups of consumer units—farm operator families, 
nonfarm families, and unattached individuals. This was 
done mainly because the aggregate net value of farm inven
tory change accruing to farm operator families, which was 
not included in family money income, was a positive amount 
in 1950 and a large negative amount in 1947. Hence, the 
ratio of family personal income to family money income was

5. The m ean ad ju sted  gross income of th e  $10,000 and  over class 
reported  on individual income tax  re tu rns was $22,400 in  1944, $21,800 
in 1946, $21,400 in  1947, $22,100 in 1948, and  $21,600 in  1949. These 
figures are no t en tire ly  com parable p artly  because of th e  in troduction  
of th e  split-incom e provision in  1948, b u t th e y  serve to  indicate th e  
relative stab ility  of th e  m ean in postw ar years.

I t  should be noted  th a t  the  m ean incomes of consum er un its in  th e  
$10,000 and  over class of fam ily personal income are lower th a n  the 
corresponding figures for tax  re tu rn s p a rtly  because th e  fam ily s ta 
tistics exclude n e t cap ita l gains b u t m ainly because of th e  larger 
proportion  of fam ily un its th a n  of tax  re tu rn s in  the  lower ranges of 
th e  $10,000 and  over class.
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much higher in 1950 than in 1947 for these families, in con
trast to the relative stability over the period in the corre
sponding ratios for nonfarm families and unattached 
individuals. Therefore, a somewhat better allocation of the 
difference between the two income concepts was obtained 
by isolating the farm operator family group than by adjusting 
the all-consumer-unit distribution. Unattached individuals 
were treated separately because a distribution of this group 
was needed in deriving the estimates of Federal individual 
income tax liabilities as described in section 2.

In adjusting to a family personal income basis, the first 
step was to estimate a separate frequency distribution by 
family money income level for nonfarm families. This was 
derived by determining control totals of number of units and 
aggregate money income for each of the three groups,6 
estimating money income size distributions for farm-operator 
families and for unattached individuals by holding constant 
their 1947 money income Lorenz curves, and obtaining the 
distribution of nonfarm families by subtracting these two 
distributions from the overall money income distribution of 
all consumer units as previously derived.

6. D erivation  of th e  to ta l num ber of un its  in each group is explained 
in p a rt 3. T o ta l m oney income of farm  opera to r familes from  farm  
operations was available from  th e  personal income series, and  the 
o th er m oney income of th is group was based m ainly  on a B ureau of 
A gricultural Economics series on th e  nonagricu ltu ral income received 
by  the farm  population  (see p a r t  1, section 6). The balance of fam ily 
m oney income was allocated betw een nonfarm  families and  unattached  
individuals on th e  basis of the relationship  betw een the  m ean incomes 
of th e  tw o groups in 1947.

Next, the net total of the various items comprising the dif
ference between family money and family personal income 
was determined for each group of consumer units.7

For nonfarm families, this total was then allocated among 
the various family money income brackets on the basis of the 
corresponding average amounts in 1947. The 1947 averages 
were transformed to apply to 1950 on the preliminary assump
tion that they would be the same at income points in the 1947 
and 1950 distributions below which identical percentages of 
nonfarm family units were found. These values were then 
adjusted proportionately so as to account for the 1950 control 
total. The frequency distribution of nonfarm families by 
family personal income brackets was obtained by adding these 
values to family money income in each bracket and shifting 
the families by a procedure similar to that described in part 
1, section 5, under “Addition of adjustment items.”

For farm operator families the sum of the items aggregat
ing to family personal income—money income, value of in
ventory change, and nonmoney income—was distributed by 
holding constant the corresponding 1947 Lorenz curve. The 
same procedure was followed for unattached individuals. 
The 1950 distribution of all consumer units by family per
sonal income level was obtained by adding the personal 
income distributions for the three component groups.

7. For farm  operator families th e  item s were available directly  from 
the personal income series. In  th e  case of nonfarm  fam ilies and 
una ttach ed  individuals, the  to ta l of th e  item s com prising th is 
difference— determ ined from  the  personal income series in  a  m anner 
sim ilar to  th a t  shown for 1946 in exhibit 12, above— was allocated 
betw een these tw o groups on the basis of 1947 relationships.



Part 2, Section 2

Distribution of Federal Income Tax 
and After-Tax Incóate

This section describes the derivation of the distribution of 
1950 Federal individual income tax liability by family per
sonal income level, and the frequency distribution of families 
and unattached individuals by level of family personal in

come after Federal individual income taxes in that year. As 
in the case of the before-tax distributions for 1950, it should 
be noted that these estimates are preliminary.

Distribution of Tax by Family Personal Income Level

T H E  distribution of Federal individual income tax liability1 
by family personal income level in 1950 was based to a large 
extent on data from the Federal Reserve Board field survey of 
family income for that year in which these liabilities were 
computed on a family rather than on a tax return basis. 
Since the before-tax distribution presented in this report 
differs from the corresponding survey distribution, the survey- 
tax data required adjustment and, at higher income brackets, 
supplementation by Treasury Department data on tax lia
bilities and statutory tax rates.2

Because of the nature of the survey data on family tax 
liabilities that were available the distribution of Federal 
individual income tax liability was first estimated by brackets 
of family money income. This distribution was then trans
formed so as to apply to brackets of family personal income.

TAX BY FAMILY MONEY INCOME LEVEL
Federal individual income tax liability by family money 

income level was estimated in two steps. First, provisional 
estimates of tax liability in the various family money income 
brackets were arrived at, based mainly on sample survey 
data on liabilities which had been derived by applying tax 
rates to estimated incomes. Second, these estimates were

1. Federal individual income tax  liability  was defined to  include 
declared liab ility  reported  on 1950 individual income tax  re tu rns, plus 
an  allowance for am ounts uncovered by  subsequent aud it, m inus esti
m ated  liability  on ne t cap ita l gains. In  o ther words, aside from  the  
exclusion of th e  tax  a ttrib u tab le  to  capital gains, liability  as here de
fined equals receipts covered in to  th e  T reasury, except for tim ing.

2. D a ta  on Federal individual income tax  liabilities are published 
annually  by  th e  B ureau of In te rn a l R evenue in Statistics of Income, 
Part 1. Such d a ta  were no t available for 1950 a t  th e  tim e th e  present 
rep o rt was prepared. Since th e  u n it of classification and  the  concept 
of incom e underly ing th e  tax  re tu rn  tabu la tions differ from  those 
underlying th e  fam ily income size d istributions, these d a ta  could 
n o t have been used" d irectly  in  any  even t for allocating Federal 
individual income tax  liabilities am ong fam ily groups in  th e  various 
income brackets.

reduced so as to agree with an independent estimate of actual 
total Federal individual income tax liability on 1950 income.

Provisional estimates

The provisional estimates for families with money incomes 
under $10,000 were based largely on tax liability data devel
oped in connection with the 1951 Survey of Consumer 
Finances conducted by the Survey Research Center of the 
University of Michigan for the Federal Reserve Board. In 
this survey 1950 tax liability was computed for each family in 
the sample on the basis of money income before taxes and 
information on the composition of the family and on the 
number of dependents not living with the family supplied by 
respondents in the survey.

The Federal Rerserve Board made available a special 
tabulation of these data in which families (as defined in this 
report) were distributed by size classes of family money 
income and within each such class by size classes of computed 
tax liability.3 In addition, the frequencies were further sub
divided to show the number of families that shifted to the 
next lower money income class when their Federal income tax 
liability was subtracted from their income, and the number 
that remained in the same class.4

As a first step, the mean liability was estimated for each 
cell of the cross-tabulation within the income range under

3. The derivation  of 1950 tax  liabilities in th e  Survey of Consum er 
Finances is described in  an article “ D istribu tion  of Consum er Incom e in 
1950,” Federal Reserve Bulletin, A ugust 1951. The article includes 
estim ates of m ean  tax  liabilities by  income b racket, b u t since these 
m eans p e rta in  to  “spending u n its”  ra th e r th a n  to  fam ily un its  (see 
discussion of th e  concept of th e  fam ily u n it in chap te r 3) th e y  could 
no t be used for th e  purpose a t  hand.

4. W hen conceived of graphically  these t-wo groups are separated  in 
the  rec tangu lar cells of the  p rim ary  cross-tabulation  by  slanting 
boundarv  lines, given by  X — Y = L ,  where X  is income, Y  is tax  
liability  and  L  is the lower lim it of the income bracket.
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$10,000. Since the tax liability brackets in the tabulation 
were fairly detailed, the possible error in the calculated 
averages was small. The calculation of the average tax 
liability in each cell was further facilitated by the fact that 
it was possible to estimate with a fair degree of accuracy 
the distribution of frequencies within each cell.5 *

Next, within each family money income bracket, the 
averages for the various cells were combined, by weighting 
by the appropriate survey frequencies, to obtain the average 
tax liability per family in each family money income bracket 
in the under $10,000 range. Lastly, these averages were 
multiplied by the numbers of families in those brackets that 
had been derived in section 1, to obtain a provisional estimate 
of the aggregate tax liability of families in each bracket under 
$ 10,000 .

Because families with money incomes of $10,000 and over 
were classified in open-end cells in the Federal Reserve 
Board tabulation the above procedures did not lend them
selves to the calculation of average tax liabilities for this 
group. Moreover, the Federal Reserve Board frequency 
distribution by brackets of tax liability of this group was not 
consistent with the before-tax income of the group as esti
mated in section 1.

As a first step in calculating the provisional estimates of 
tax liabilities for this group, the number of families at succes
sive selected points on the family money income scale above 
$10,000 was estimated, based on the assumption that the 
frequency distribution by size of family money income of 
families with money incomes of $10,000 and over could be 
approximated by a Pareto curve fitted to the total number 
of families in the $10,000 and over money income class and 
the total money income in that class. Both of these totals 
had been derived in section 1; but detailed classes such as 
were utilized for earlier years had not been calculated in 
the absence of tax return tabulations for 1950.

Next, these frequencies were multiplied by average tax 
liabilities computed on the basis of 1950 tax rates for the

5. The determ ination  of the frequency d is tribu tion  w ith in  each cell
of the cross-tabulation  was facilitated  by  th e  fact th a t , under the
assum ption of a constan t percentage allowance for deductions— an 
assum ption w hich could be adopted  for the p resen t purpose w ith  little  
chance for erro r over th e  lower ranges of incomes—th e  frequencies a t 
any  given income point are concentrated  a t discrete points of tax  
liability  determ ined by  the num ber of exem ptions claimed. If  i t  is 
assum ed th a t  th e  tax  ra te , r, does no t change over the  sm all income 
range covered by  any  given cell, these discrete concentrations im ply 
th a t , where only one exem ption group falls w ithin a  cell, th e  d istribu
tion  of families w ith in  th e  cell lies along a  s tra igh t line Y = a  +  rX , 
where Y  is tax  liability , X  is income, and a  is a  constan t. W here more 
th a n  one exem ption group falls in  th e  cell there  will be more th a n  one 
such line.

The fact th a t  all frequencies could be assum ed to  lie along lines of 
th is type  lim ited th e  range of possible tax  liabilities w ith in  each cell 
and  accordingly fac ilita ted  the calculation of the average tax  liability. 
For cells th a t  contained only a single exem ption group, the m inim um  
and  m axim um  tax  liabilities were given by  th e  points of in tersection  of 
th e  line a + r X  w ith  th e  boundary  lines of the  cell, and  a reasonably 
close approxim ation to  th e  desired m ean liability  was ob tained  by 
averaging the m inim um  and  m axim um  tax  liabilities. In  the case of 
the larger cells th is  simple average was modified to  take  in to  account the 
d is tribu tion  of frequencies along th is line as suggested by  th e  p a tte rn  
of densities in ad jacen t cells. In  those cells estim ated  to  contain more 
th a n  one exem ption group, the several averages com puted in th is wav 
were w eighted by the  proportions of families in the various exem ption 
groups as estim ated  from  1950 census survey tabu la tions relating  
income to  fam ily size.

same selected points on the income scale above $10,000.® 
The total tax liability for the entire range of $10,000 and over 
was then obtained by integrating under a curve of aggregate 
tax liabilities defined by these points, using approximative 
methods.7

For unattached individuals provisional estimates of average 
tax liability for money income brackets below $10,000 were 
derived by the application of statutory tax rates to before
tax incomes. Mean tax liabilities for the various number-of- 
exemption groups within each money income interval were 
averaged, with most weight being given to the one-exemption 
group which constituted the bulk of the total.8 The pro
visional estimates of aggregate tax liabilities under $10,000 
were derived by multiplying these averages by the numbers 
of unattached individuals in the corresponding money in
come classes, as determined in section 1.

The procedure for deriving the provisional estimates of 
liabilities of unattached individuals in the $10,000 and over 
class was similar to that for families. In deriving the tax 
liabilities at the several income points a set of weights for 
the various exemption groups was used based on the same 
source as for unattached individuals under $10,000.

The provisional estimates of 1950 tax liabilities of families 
and unattached individuals were then summed within each 
money income bracket.

Adjusted estimates

The total of the provisional estimates of 1950 tax liabilities 
of families and unattached individuals derived above was

6. In  com puting these liabilities it was assum ed th a t  only one re tu rn  
was filed per fam ily, th a t  all families availed them selves of th e  split- 
income provision in determ ining th e ir  tax  liability , and  th a t  th e  
average num ber of exem ptions and  the  average deductions a t each 
income poin t were the sam e as th e  corresponding figures determ ined 
from  1948 tax  re tu rn s for th e  same poin t on th e  ad ju sted  gross incom e 
scale. The year 1948 was th e  la test for w hich tabu la tions of d a ta  
from  individual income tax  re tu rn s were available a t  th e  tim e th e  
present estim ates were prepared. F or families th a t  did no t use th e  
split-incom e provision, these tax  liability  com putations involved some 
understa tem en t. On the o ther hand, for families filing more th a n  one 
re tu rn  th e  estim ates oversta ted  th e  ac tua l liability.

7. Given a  tax  ra te  function  r(x) and  a density  function  /(x ) th e  
to ta l tax  liability , T, w ith in  any  income in terval is given by

2 r { x )x f{ x )d x

Since th e  assum ed P areto  function  /(x) =  arx_(' +I) can be w ritten  as 
f { x ) —Fixl’vx~(’+ii, where is the  cum ulated  num ber of families above
the income point xi =  $10,000, and  r = x / ( x —xj) where x is the average 
income in th e  $10,000 and  over class, th e  above in tegral becomes

h ? '<*>""■ er*
Values of r(x) and  of (x/xi)- '  were obtained  for selected points and  the 
in tegral was evalua ted  using Sim pson’s formula.

The procedure was tes ted  by  applying it  to  1948 tax  re tu rn s above 
$10,000 and  found to  yield an  aggregate tax  liab ility  for th a t  income 
range th a t  was very  close to  the tab u la ted  figure available for th a t 
year.

The procedure was m uch sim pler th a n  an a lternative one of es tim a t
ing tax  liabilities for subintervals w ith in  th e  $10,000 and  over income 
class, in which case it  w ould have been necessary to  derive estim ates 
for a  large num ber of subintervals in  order to  avoid substan tia l error. 
The present m ethod  obviated  the need of assum ing th a t  all un its 
w ith in  anjr given income subin terval had  a tax  liability  equal to  th a t  
com puted a t  the average income of th e  sub in terval— an  assum ption 
w hich w ould resu lt in an  underestim ate  of tax  liab ility  unless very  
narrow  sub in tervals were used.

8. The w eights were based on unpublished d a ta  p repared  by  Joseph 
Pechm an in connection w ith  his article in  P a rt IV  of Studies in  Income 
and Wealth, Vol. 13, N ational B ureau of Economic R esearch New York, 
1951.
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found to be substantially higher than a control total of 
liability on that year’s income as estimated on the basis of 
Treasury Department data.9 The next step, therefore, was 
to adjust the liabilities for the several family money income 
brackets so that they would account for the control total.

The adjustment procedure was to derive, first, a distribution 
by adjusted gross income brackets of the aggregate amount 
of tax liability that was to be subtracted from the provisional 
estimates; and second, to transform this distribution so as 
to apply to family money income brackets. The latter 
amounts were then subtracted from the provisional estimates 
of tax liabilities for the various brackets.

The distribution by adjusted gross income level of the 
total amount of liabilities to be subtracted was based 
mainly on data from a study of tax changes disclosable by 
audit for individual income tax returns that was conducted 
by the Bureau of Internal Revenue as part of its 1948 Audit 
Control Program.10 * The data on amounts of tax change 
disclosable by audit were classified for present purposes by 
type of tax error, as follows: (1) returns with major error 
in business income, (2) returns with major error in an 
income item other than business income, and (3) returns 
with major error in nonincome items, i. e., personal deduc
tions, exemptions, or in arithmetic. Data for each of these 
groups were available by broad brackets of adjusted gross 
income. The amounts of income and of tax liability originally 
reported by taxpayers on their returns (i. e., exclusive of the 
disclosable tax change) was also provided with the same 
breakdowns.

The amounts of disclosable tax change for the several 
adjusted gross income brackets indicated by the Audit 
Study were raised to allow for the fact that the amounts of 
income accounted for on individual income tax returns (the 
sum of the incomes originally reported and the extra incomes 
estimated to be disclosable by audit) fell short of the com
parable totals in the personal income series. Stepped-up 
amounts of tax change were derived by multiplying the 
disclosable tax change figures from the Audit Study for the 
various adjusted gross income brackets, for groups (1) and 
(2) separately, by ratios of the total amount of business and 
other income, respectively, not accounted for on tax returns

9. The control to ta l used here differs som ew hat from  an earlier 
estim ate  of th e  T reasu ry  D epartm en t (Federal Income Tax Treatment 
of Capital Gains and Losses, U. S. T reasu ry  D epartm en t, Tax Advisory 
Staff of th e  Secretary, 1951, p. 45) on th e  one hand  because it  was 
ad ju s ted  upw ard to  allow for som ew hat larger collections th a n  were 
an tic ipated  w hen th e  original estim ate  was m ade, and  on the o ther 
because estim ated  tax  liabilities of fiduciaries and  liabilities allocable 
to  n e t cap ita l gains—w hich are no t included in the definition of fam ily 
incom e— were excluded. A fter th e  com pletion of th e  present estim ates, 
prelim inary  d a ta  from  Statistics o f Income for 1950 were m ade avail
able w hich gave the  declared tax  liabilities for th a t  year. A fter ad ju s t
m ents to  allow for liabilities disclosed by subsequent aud it, those of 
fiduciaries and  on n e t capita l gains, th is  figure was found to  be w ith in  
2 percen t of th e  estim ate  used in th is report.

10. This s tu d y  was based on an  au d it of a  sam ple of re tu rns, w ith  
th e  findings blown up to  indicate the  am oun t of ta x  erro r of $2 or 
more per re tu rn  th a t  p robably  w ould be found if all re tu rns filed were 
thoroughly  exam ined by experienced exam ining officers. I t  m ay  be 
no ted  th a t  th e  am oun t of additional tax  liability  w hich would be 
disclosed by  th is ty p e  of aud it is larger th a n  the am oun t of additional 
tax  liability  included in  the  control to ta l of tax  liability , w hich reflects 
th e  more lim ited aud it program  actua lly  in force. The d a ta  collected 
in  the  1948 A udit C ontrol P rogram  are discussed in some detail by
M arius F ario le tti in “ Some R esults from  th e  F irs t Y ear’s A udit 
C ontrol P rogram  of th e  B ureau of In te rn a l R evenue,” National Tax 
Journal, M arch 1952.

to the corresponding totals disclosable by audit.11 Before 
using the aggregates from the personal income series to 
measure the amounts of income not covered by tax returns, 
they were adjusted so as to cover the same types of income 
that were reportable on individual income tax returns.

The stepped-up amounts of tax change for these two 
groups were then added, by adjusted gross income bracket, 
to the amounts of disclosable tax change estimated in the 
Audit Study for the third group listed.

The second step was to reclassify this distribution, in 
which the basis of size classification was adjusted gross 
income and the unit of classification the tax return, into 
brackets of 1950 family money income in which the basic 
unit was the family or unattached individual.

For this purpose three cumulative percentage distributions 
were calculated: tax change by adjusted gross income 
bracket; total tax liability by adjusted gross income bracket 
(derived as the sum of tax change and originally reported 
tax liability); and provisional family tax liability by family 
money income bracket, as derived above.

It was assumed that the relationship between the first two 
of these distributions could be applied to the third in order 
to derive the percentage distribution of tax change by family 
money income brackets. Specifically, it was assumed that 
changes in tax liability could be associated in the family 
and the adjusted gross income distributions at points where 
cumulated percents of tax liabilities were identical.

The percentage distribution of tax change by family money 
income brackets derived in this manner was then applied 
against the aggregate amount that was to be subtracted from 
the provisional estimates of tax liabilities—i. e. to the differ
ence between the provisional and control totals. The 
resulting amounts were subtracted from the provisional 
estimates of tax liabilities in the corresponding family money 
income brackets to arrive at adjusted tax liabilities by family 
money income brackets.

The adjusted tax liabilities in each family money income 
bracket were then allocated between families and unattached 
individuals on the basis of the relative magnitudes of the 
provisional estimates of the tax liabilities of the two groups 
in the corresponding income bracket.

As a check on the procedure for adjusting the provisional 
estimates of tax liabilities for the various family money 
income brackets, an alternative set of adjustments was

11. The to ta l am ount of income disclosable by  au d it was no t ta b u 
la ted  in  th e  A udit S tudy. The am ounts of business income and 
o ther income disclosable by  au d it were estim ated  separately  by 
capitalizing th e  am ounts of tax  change disclosable by  aud it on re tu rns 
“w ith m ajor erro r in business incom e” and  “ w ith m ajor e rro r in  an 
income item  o ther th a n  business incom e,” respectively. I t  m ay  be 
no ted  th a t  the  am ounts th u s  estim ated  differed from  th e  desired 
to ta ls  because th e  tax  change figures for bo th  groups of re tu rn s excluded 
tax  changes on the given type  of income if th ey  were a  m inor source 
of tax  error, bfit included tax  changes on o ther types of income and 
on non-income item s, also provided th e y  were a  m inor source of 
ta x  error.

The A udit S tudy  provided a  fu r th e r breakdow n for re tu rn s “w ith 
m ajor erro r in in te rest and  div idends.” This category of re tu rn s was 
com bined here w ith  th e  group “w ith  m ajor erro r in an  income item  
o ther th a n  business incom e” on grounds th a t , in general, errors in 
reporting  these ty p es  of income are no t m ajor sources of ta x  error, 
and  consequently  th a t  the d is tribu tion  of disclosable tax  change by 
income level for re tu rn s w ith  m ajor erro r in in terest and  dividends 
was no t represen tative of th e  p a tte rn  of all in te rest and  dividends 
no t covered on tax  returns.
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derived. These were based on the assumption that the 
amount of tax liability that was to be subtracted from the 
provisional estimates was distributed among family money 
income brackets in the same proportions as the provisional 
estimates, except that for the income range above $25,000 
the amount subtracted was taken to be equal to the tax 
change disclosable by audit as determined in the Audit 
Stud}7. In other words, it was assumed that the percentage 
overstatement of liabilities in the provisional estimates was 
the same for all income groups, except in very top range of 
incomes where the results of the Audit Study were accepted 
without adjustment. As exhibit 21 indicates, the distribu
tion of adjusted tax liabilities by family money income level 
based on this alternative procedure was similar to that 
obtained with adjustments based on the Audit Study results.

TAX BY FAMILY PERSONAL INCOME LEVEL
Since Federal individual income tax liabilities by family 

money income level, as estimated above, accounted for the 
control total based on the Treasury Department estimate,the 
change from a money to a personal income classification was 
accomplished by shifting the given liabilities to the higher 
levels of personal income.

The procedure was to determine the number of family 
units in each family money income bracket that shifted to 
the next higher bracket of family personal income, to esti
mate the tax liabilities of family units that shifted, and to 
derive, by subtraction, the tax liabilities of those that re-

Distribution of Consumer Units
In order to derive the distribution of units by level of after

tax income, Federal individual income tax liabilities were 
subtracted from family personal income and all units subject 
to tax were shifted downward along the income scale. Since 
liabilities differ substantially at any specific income, due 
primarily to differences in the number of exemptions 
claimed, the change to an after-tax basis involved some 
reranking of units.12

For families, the first step in the procedure was to de
termine, for each family personal income bracket, an income 
point above which no tax liabilities were large enough in 
relation to income to cause families to shift to the next lower 
bracket when liabilities were subtracted from income. This 
“breaking point” was determined on the basis of tax rates 
applicable to families with maximum tax liabilities, taken 
here to be those with a minimum number of exemptions. 
The calculations took into account the fact that tax liabilities 
are computed more nearly on a family money than on a family 
personal income basis, and included a correction factor to 
reduce the computed tax liabilities so that they would

12. In  th e  high income ranges variations in deductions (as d is tinc t 
from  exem ptions) are, of course, a  m uch more im portan t fac to r m aking 
for diff erences in tax  liability  th an  in lower income brackets. Since the 
estim ates for 1950 did no t include breakdow ns of th e  broad  $10,000 
and  over class, however, it  was no t necessary to  deal explicitly w ith 
such variations a t  given income points in  determ ining the after-tax  
d istribu tion .

mained. The liabilities in the various segments were then 
recombined to derive tax liabilities in the various brackets 
of family personal income.

Exhibit 21.— P e r c e n t  d i s t r ib u t io n  o f  F ed e ra l in d iv id u a l  in c o m e  ta x  
b y  f a m i l y  m o n e y  in c o m e  lev e l, 1950

Fam ily m oney income level Adjusted
estim ates

Alternative
adjusted
estim ates

Under $1,000_________ ______ __________________________ _____ 0) (0
$1,000-$1,999__________________________________________________ 1.5 1.3
$2,000-$2,999__________________________________________________ 4.3 3.9
$3,000-$3,999____ __________________________ _____ ____________ 7.9 7.4
$4,000-$4,999___________________________________________ _____ 9.1 8 .8

$5,000-$7,499___________ ____________________ ____ ___________ 19.2 19.1
$7,500-$9,999__________________________________________________ 10.4 10.5

47.6 49.0

T o ta l__________ _______ _______________________________ 100.0 100.0

1. Less than 0.05 percent.

The actual computations were carried through separately 
for families and unattached individuals. The number of 
families (or unattached individuals) shifting up from each 
family money income bracket, and the mean money income 
of these units, had been derived in section 1 as part of the 
interpolative procedures used in transforming the several 
distributions from family money income to family personal 
income brackets. The mean tax liability of each group of 
units that shifted was derived by interpolation from a curve 
of average tax liabilities plotted against family money income.

by Level of After-Tax Income
account for the control total of 1950 Federal individual 
income tax liabilities.13

13. To ob tain  the  breaking po in t it  was necessary to  solve for an  
income such th a t  the  m axim um  tax  liability  on th a t  income w ould ju s t 
equal th e  difference betw een th a t  income and  the lower lim it of th e  
fam ily personal income bracket. On the assum ption th a t  the  m axi
m um  tax  liability  was th a t  for a  tw o-exem ption fam ily using th e  sp lit-  
income provision and  tak in g  the stan d ard  10 percent deduction, th e  
form ula, for each fam ily personal income bracket, is:

L — M R  [1 2 0 0 + 2B] + 2 M C 
1 - . 9  K M R

where X = th e  fam ily personal income a t  the  breaking point; L = th e  
lower lim it of th e  fam ily personal income bracket; M = a  fac to r w hich 
reduces s ta tu to ry  tax  liability  in order th a t  th e  aggregate liab ility  of all 
un its  com bined w ould agree w ith  th e  control to ta l of Federal ind iv idual 
income tax  liabilities underlying th e  estim ates; H = th e  m arginal 
s ta tu to ry  tax  ra te  applicable to  families a t  th e  breaking po in t; B = th e  
lower lim it of the tax  bracket in w hich such fam ilies fall; C = th e  am oun t 
of tax  liability  below th a t  lim it; and  K =  a  fac to r w hich reduces fam ily 
personal income to  the associated fam ily m oney income.

The tax  bracket for fam ilies a t  the breaking point, and  hence th e  
values of R, B, and  C  th a t  were inserted  in th e  form ula, were first 
selected ten ta tiv e ly  from  the tax  table, and  subsequently  checked by  
ascertaining th e  ac tua l tax  bracket in w hich families having the  com
pu ted  breaking po in t income fell. T he factor K  was determ ined for 
points on th e  fam ily personal income scale by  relating  points in  the 
m oney an d  personal income d istributions below w hich th e  cum ulated  
num ber of families was equal. T he factor M  was ob tained  for any  
given income poin t by dividing th e  average tax  liability  for th a t  po in t, 
determ ined on the basis of th e  ad ju sted  estim ates derived earlier in 
th is section, by a  com puted average liability  on th e  associated fam ily 
m oney income. The la tte r  was obtained" by w eighting com puted 
liabilities for th e  various num ber-of-exem ption groups by th e  relative 
im portance of families of different sizes as given in th e  1950 census 
survey.
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At or below the breaking point, some but not all of the 
families shifted to the next lower bracket of after-tax income, 
depending on the size of their tax liabilities. The next step 
was to estimate the number of families that shifted based on 
computed tax liabilities for families with different numbers 
of exemptions and on census survey data on the relative 
importance of families in each of these groups. The same 
data permitted the computation of the aggregate tax liability 
and aggregate family personal income of the families that 
shifted to the next lower bracket of after-tax income,14 and, 
by subtraction, of their aggregate after-tax income.

The number and after-tax income of families that did not 
shift were obtained by deducting the group that shifted from 
the totals that were initially in the bracket. By recombining

14. The num ber of fam ily un its, N , shifting ou t of any  subinterval, 
w ith  lim its xi and  xi (the breaking point) can be w ritten  as

N=^f{x)GMdx

w here/(x) is th e  density  function  of fam ily un its by before-tax income x, 
an d  Gx{y) is th e  percentage of fam ily units a t  a  given income poin t x  
w ith  liabilities larger th a n  y = x —xi.

The sub-intervals were sufficiently sm all so th a t  f( x ) and  Gx{y) were 
com puted a t  only th ree income points, nam ely a t  xi, X2, and  a t  an  equi
d is tan t in term ediate  point. Values of Gx{y) a t  th e  selected income 
points were obtained  by  com puting tax  liabilities fo r th e  various 
num ber-of-exem ption groups, exam ining th e  a rray  of liabilities to  deter
mine w hich was large enough to  cause th e  families to  shift ou t of th e  
bracket, an d  th en  com puting th e  percent of families w ith  liabilities of 
th a t  am oun t or larger using 1950 census d a ta  relating  incom e to  fam ily 
size. Values of f{x) a t  th e  sam e points were approxim ated by  e ither 
stra ig h t line or P areto  functions fitted  to  th e  num ber of units and  ag
gregate incom e in  each of th e  fam ily personal income brackets. Sim p
son’s form ula was used to  evaluate th e  integral.

the frequencies and after-tax income of the various segments 
the number of families and aggregate after-tax income in each 
bracket of family personal income after Federal individual 
income taxes were determined.

For unattached individuals, a similar procedure was used 
to rerank the units by size of income after Federal individual 
income taxes. The computation was simplified in this in
stance by the assumption that a single exemption was claimed 
by this group of units. Since the weights used earlier in 
deriving the provisional tax estimates indicated that the bulk 
of unattached individuals fell in this category the resulting 
error in the interpolated numbers of individuals shifting was 
doubtless very small.

Sim ilarly, th e  to ta l am oun t of tax  liability , T, of those th a t  sh ifted  
ou t of th e  class is given by

T =  f * *  m G x(y)y*dx,

where yx is the  average liability  of units w ith  liabilities larger th a n  
y = x —xi. In  a  like m anner th e  aggregate personal income, A , of 
those th a t  shifted was obtained  from

A = f ‘ 2 xf(x)Gx(y)dx,

This procedure was considered preferable to  th e  a lte rn a tiv e  of using 
th e  in itia l Federal R eserve B oard cross-tabulation  described under 
“Provisional estim ates,” on grounds th a t  extensive and  no t too  reliable 
ad ju s tm en t w ould have been required  in order th a t  th e  cross-tabulation 
would app ly  to  a  d is tribu tion  of fam ily personal ra th e r th a n  fam ily 
m oney income and  w ould incorporate th e  correct am ounts of before-tax 
incom e and  of tax  liability.



Part 3

Population Estimates

E s t im a t e s  of the total numbers of families and un
attached individuals that were used in constructing the 
income size distributions refer to the close of the year to 
which the income data pertain.

Families and unattached individuals are defined in the 
same way as in recent income field surveys of the Bureau of 
the Census.1 The family is a group of two or more persons 
related by blood, marriage, or adoption, and residing to
gether. The unattached individual (“unrelated individual” 
in the Census Bureau surveys) is a person, other than an 
inmate of an institution, who is not living with any relatives. 
Families and unattached individuals include units living in 
quasi-households (e. g., large rooming houses or hotels) as 
well as in households (the usual house or apartment).

In general, members of the Armed Forces living off post 
or with their families on post were included in the family 
and unattached individual population, but all other members 
of the Armed Forces were excluded. College students were 
included with their families even if they lived away from home 
while attending school.

For 1947 and 1950, the estimates of the total numbers of 
families and of unattached individuals, separately, as of 
December 31 were derived by interpolating between the cor
responding Census Bureau figures for April 1947 and April 
1948, and for March 1950 and April 1951, respectively.2 
For December 31, 1944 and 1946, similar figures were not 
available from the Census Bureau and the present series 
was built up on the basis of various other sets of census esti
mates, such as the comparable number of families in 1940, 
the number of “primary” families and unattached individuals 
as of selected dates between 1940 and 1947, and the popula
tion comprising “secondary” families or unattached indi
viduals in 1944 and 1946 as estimated from census data.3

The number of farm operator families—the group which 
is defined, it will be recalled, to include all families operating 
farms—was taken to be equal to the number of farms as

1. See, for example, “ Incom e of Fam ilies and  Persons in  th e  U nited  
S tates: 1949,” Census B ureau release Series P -60 , No. 7.

2. Census B ureau releases Series P -20, No. 17, an d  Series P-60, 
Nos. 5, 7, and  9. F or u n a ttach ed  individuals, th e  Census B ureau 
figures for all years covered in  th is report were reduced slightly  to  
exclude certain  groups (e. g., residents of m onasteries) tre a ted  here as 
m em bers of th e  in stitu tional population  and  hence excluded from  the 
income size d istributions.

3. F or example, Census B ureau releases Series P -20 , No. 42, and  
P -46 , No. 4. The population  comprising p rim ary  families and  u n 
a ttach ed  individuals includes th e  head of the household and  all 
o ther persons in  th e  household re la ted  to  the  head; th a t  comprising 
secondary families and  una ttach ed  individuals includes lodgers and 
servan ts, and  th e ir relatives if any , living in households b u t no t related  
to  th e  head, and  persons living in quasi-households (excluding in s titu 
tions), such as residents of hotels and  large room ing houses.
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estimated annually by the Bureau of Agricultural Economics, 
based primarily on census data.4 5 Because of their rela
tively minor importance separate account was not taken of 
the small group of unattached individuals who were farm 
operators. The number of nonfarm (i. e., other than farm 
operator) families was derived by subtracting farm operator 
families from the all-family estimates obtained above.8

In deriving the income distributions for 1944, 1946, and 
1947 the total number of nonfarm families in each of those 
years was further subdivided into groups with 0, 1, 2, 3, 4, 
and 5 earners, and the total number of unattached individuals 
into those with 0 and 1 earner. These subdivisions were ob
tained by adjusting the comparable figures from the Census 
Bureau income field surveys for those years as described in 
part 1, section 4.

In addition to the numbers of family units, estimates were 
also made of the total number of persons in families and of 
the total number of children under 18 years of age in fami
lies, which were used as control totals in deriving the figures 
on family composition by quintile shown in exhibit 20 and in 
chapter 2. (For the derivation of the distributions by quin
tiles, see part 1, section 7.)

For December 31, 1947, and later years, these two popu
lation estimates were obtained by interpolating between 
corresponding Census Bureau figures for the preceding and 
following March or April.6 The total population in families 
or compromising unattached individuals in 1947 and 1950, 
used in deriving the per capita income figures shown in table 
1 of this appendix, was obtained by adding to the estimated 
family population the number of unattached individuals 
derived above.

For December 31, 1944 and 1946, the total population in 
families or comprising unattached individuals was obtained 
by subtracting the estimated number of institutional resi
dents from Census Bureau figures for the total civilian popu
lation,7 and the number of persons in families was obtained by 
further subtracting the number of unattached individuals 
that had been derived above for these 2 years.

4. Farm Income Situation , A ugust-Septem ber 1952, page 33, B ureau 
of A gricultural Economics, U. S. D epartm en t of A griculture (mimeo
graphed) .

5. T hus, th e  nonfarm  fam ily to ta ls  are slightly unders ta ted  because 
of th e  inclusion in th e  sub trahend  of the  m inor group of unattached  
individuals who were farm  operators.

6. Census B ureau releases Series P -20 , Nos. 17, 21, 26, 33, and  38.
7. Census B ureau release Series P -25, No; 48. I t  m ay  be noted  

th a t  th e  population  estim ate (and th e  corresponding num bers of con
sum er units) derived for these 2 years differ sligh tly  in coverage 
from  th e  figures for 1947 and  la te r years. All m em bers of th e  Armed
Forces were excluded from th e  estim ates for 1944 and  1946, whereas 
m ilitary  personnel living off post or on post w ith  th e ir families were 
included in th e  population  estim ates for th e  la te r period.



Appendix

Statistics
of Income Distribution

Summary Data for 1944, 1946, 1947, and 1950:
1. Number of consumer units and persons, and aggregate and average family personal 

income, 1944, 1946, 1947, and 1950.
2. Distribution of consumer units and of family personal income by family personal 

income level, 1944, 1946, 1947, and 1950.
3. Distribution of family personal income among quintiles and top 5 percent of consumer 

units ranked by size of family personal income, 1944, 1946, 1947, and 1950.

Data for 1944:
4. All consumer units: Distribution of number and of family personal income by family 

personal income level, 1944.
5. All families: Distribution of number and of family personal income by family personal 

income level, 1944.
6. Nonfarm families: Distribution of number and of family personal income by family 

personal income level, 1944.
7. Farm operator families: Distribution of number and of family personal income by 

family personal income level, 1944.
8. Unattached individuals: Distribution of number and of family personal income by 

family personal income level, 1944.

Data for 1946:
9. All consumer units: Distribution of number and of family personal income by family 

personal income level, 1946.
10. All families: Distribution of number and of family personal income by family personal 

income level, 1946.
11. Nonfarm families: Distribution of number and of family personal income by family 

personal income level, 1946.
12. Farm operator families: Distribution of number and of family personal income by 

family personal income level, 1946.
13. Unattached individuals: Distribution of number and of family personal income by 

family personal income level, 1946.
(C o n tin u e d  o n  n ext  pa g e )
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Data for 1947:
( Continued)

14. All consumer units: Distribution of number and of family personal income by family 
personal income level, 1947.

15. All families: Distribution of number and of family personal income by family per
sonal income level, 1947.

16. Nonfarm families: Distribution of number and of family personal income by family 
personal income level, 1947.

17. Farm operator families: Distribution of number and of family personal income by 
family personal income level, 1947.

18. Unattached individuals: Distribution of number and of family personal income by 
family personal income level, 1947.

Data for 1950:
19. Distribution of consumer units, family personal income, and Federal individual income 

tax liability, by family personal income level, 1950.
20. Distribution of consumer units and of family personal income after Federal individual 

income tax liability, by level of after-tax income, 1950.
21. Distribution of family personal income and Federal individual income tax liability 

among quintiles and top 5 percent of consumer units ranked by size of family personal 
income, 1950.

22. Distribution of family personal income after Federal individual income tax liability 
among quintiles and top 5 percent of consumer units ranked by size of after-tax 
income, 1950.

Data Underlying Charts:
23. Family personal income in 1929 and 1950.
24. Distribution of consumer units by size of family personal income in 1950.
25. Percent distribution of family personal income, Federal income tax, and after-tax 

income in 1950.
26. Distribution of family personal income among major types of consumer units in 1947.
27. Percent distribution of major types of consumer units by size of family persona] 

income in 1947.
28. Percent distribution of consumer units by size of family personal income in 1944 and 

1950.
29. Composition of family personal income in 1950.
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T able 1.— N u m b e r  o f  c o n s u m e r  u n i t s  a n d  p e rso n s , a n d  a g g re g a te  Table 2 .— D is tr ib u t io n  o f  c o n s u m e r  u n i t s  a n d  o f  f a m i l y  p e rso n a l
a n d  a vera g e  f a m i l y  p e r s o n a l  in c o m e ,  1944, 1946, 1947, a n d  1950 in c o m e  b y  f a m i l y  p e r so n a l  in c o m e  leve l, 1944, 1946, 1947, a n d  1950

1944 1946 1947 1950

F am ilies an d  u n a tta c h e d  in d iv iduals:
N um ber of consumer u n its1 (m illions)______________ 40.9 43.3 44.7 48.6
N um ber of persons 1 (m illions)______________________
Average number of persons per consumer unit (per-

125.4 139.4 142.6 149.6

sons)________________ _____________ ___________ 3.07 3. 22 3.19 3. 08

Total fam ily personal income (billions of d o l.)..............
Average family personal income:

$147. 7 $170. 7 $184. 6 $216.8

Per consumer u n it (dollars)............ ................... ......... $3, 614 $3, 940 $4,126 $4,461
Per capita (dollars) .................. ..................... ............... $1,178 $1,225 $1,295 $1,449

F am ilies:
N um ber of families 1 (millions) -----------------  ---------- 33.3 35.9 37.0 39.7
N um ber of persons 1 (millions) _ ___________________ 117.8 131.9 134.9 140.7
Average number of persons per fam ily (persons)_____ 3.54 3.68 3.64 3. 55

Total fam ily personal income (billions of d o l.) - - - ........
Average family personal income:

$134.1 $156. 7 $169. 3 $197. 7

Per fam ily (dollars)_____________________________ $4,027 $4, 369 $4, 574 $4, 981
Per capita (dollars)----------- ------- --------------------- -- $1,138 $1,188 $1, 256 $1,405

U n a ttach ed  ind iv iduals:
N um ber of individuals * ( m il l io n s ) . . ._________  . . . 7.6 7.5 7.7 8.9
Total fam ily personal income (billions of d o l.)----------- $13.6 $14.0 $15.3 $19.1
Per capita fam ily personal income,, (dollars)-------- . . . $1, 797 $1,879 $1,978 $2,144

1. As'of end of calendar year.

F am ily  personal in
come (before in
come taxes)

Number of families and unattached 
individuals (thousands)

Aggregate fam ily personal income 
(m illions of dollars)

1944 1946 1947 1950 1944 1946 1947 1950

Under $1,000___ 4, 352 3, 826 3,748 3, 704 2, 390 2,017 1,973 1,854
$1,000-$1,999__________ 8,108 7, 606 7, 370 7, 328 12,338 11,570 11,231 11,170
$2,000-$2,999__________ 8. 762 8, 791 8,459 8.044 21, S38 22,007 21.176 20,144
$3,000-$3,999__________ 7, 723 8, 590 8, 628 8,463 26, 960 29, 906 30,045 29, 569
$4,000-$4,999__________ 4, 535 5, 364 5, 725 6,980 20, 261 23,956 25, 583 31,215

$5,000-$7,499..._______ 4. 774 5, 612 6, 625 8,484 28,681 33, 558 39, 769 51,200
$7,500-$9,999__________ 1,385 1, 751 2,170 2,860 11,802 14,905 18,454 24, 218

$10,000 and over______ 1,241 1,790 2,015 2, 727 23, 351 32, 786 36,367 47, 388

T ota l______ 40,880 43,330 44,740 48,590 147,721 170,705 184,598 216,758

Percent distribution

Under $1,000_________ 10.7 8.8 8.4 7.6 1.6 1.2 1.1 .9
$1,000-$1,999__________ 19.8 17.6 16.5 15.1 8.4 6.8 6.1 5.1
$2,000-$2,999__________ 21.4 20.3 18.9 16.5 14.9 12.9 11.5 9 .3
$3,000-$3.999__________ 18.9 19.8 19.3 17.4 18.3 17.5 16.3 13.6
$4,000-$4,999__________ 11.1 12.4 12.8 14.4 13.7 14.0 13.8 14.4

$5,000-$7,499__________ 11.7 13.0 14.8 17.5 19.4 19.7 21.5 23.6
$7,500-$9,999__________ 3.4 4.0 4.8 5.9 8.0 8.7 10.0 11.2

$10,000 and o v e r ........... 3.0 4.1 4.5 5.6 15.7 19.2. 19.7 21.9

T ota l___________ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Table 3.— D is tr ib u t io n  o f  f a m i l y  p e r s o n a l  in c o m e  a m o n g  q u in t i l e s  
a n d  to p  5 p e r c e n t  o f  c o n s u m e r  u n i t s  r a n k e d  b y  s iz e  o f  f a m i l y  
p e r so n a l in c o m e ,  1944, 1946, 1947, a n d  1950

Quintile 1944 1946 1947 1950

Percent distribution of fam ily personal incom e

Low est____________________________ ____ 4.9 5.0 5.0 4.8
2_______________________ _______________ 10.9 11.1 11.0 11.0
3___________________ _____ _____________ 16.2 16.0 16.0 16.2
4_______________________________________ 22.2 21.8 22.0 22.3
H ighest_________________________________ 45.8 46.1 46.0 45.7

Total_____________________________ 100.0 100.0 100.0 100.0

Top 5 percent--------- ------- ------------------------ 20.7 21.3 20.9 20.4

M ean fam ily personal income

$882 $982 $1,023 $1,080
2____________________________ __________ 1,979 2,178 2,275 2,444
3.............. ......... ............. ......................... ............... 2,920 3,156 3, 308 3, 612
4_____________________ _________________ 4,014 4, 290 4, 542 4,971
H ighest------ ----------------  ----------------------- 8, 272 9,091 9,483 10,197

All u n its________________ ________ 3,614 3,940 4,126 4,461

Top 5 percent____________________  ____ 14,963 16, 796 17, 226 18,250

Lower incom e lim it of group 1

2........ ............... .................... ......................... . $1,510 $1, 660 $1, 730 $1,840
3 . . . . __________ ______________________ — 2,450 2, 680 2,800 3,040
4 . . . . _____ ______________________________ 3,410 3,650 3,830 4, 200
H ighest------------------------ ------------------------- 4,800 5,130 5,470 5,960

Top 5 percent--------------- ------------- ------- - 8, 240 9,180 9,560 10,500

1. Rounded to nearest $10.
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Table 4 .— A ll  c o n s u m e r  u n i t s :  D is t r ib u t io n  o f  n u m b e r  a n d  o f
f a m i l y  p e r so n a l  in c o m e  b y  f a m i l y  p e r so n a l  in c o m e  lev e l, 1944

Fam ily personal income 
(before incom e taxes)

N um ber  
of families 

and un 
attached  
in d iv id 

uals 
(thou
sands)

F am ily  personal 
income Percent distribution

Aggregate 
(millions 

of dollars)
Average
(dollars)

Sim ple C um ulative

N u m 
ber In com e N u m 

ber In com e

Under $1,000____________ 4,352 2,390 549 10.7 1.6 10.7 1.6
$1,000-$ 1,999____________ 8,108 12,338 1, 522 19.8 8.4 30.5 10.0
$2,000-$2,999____________ 8, 762 21, 938 2,504 21.4 14.9 51.9 24.9
$3,000-$3,999____________ 7, 723 26, 960 3,491 18.9 18.3 70.8 43.2
$4,000-$4,999____________ 4, 535 20, 261 4, 467 11.1 13.7 81.9 56.9

$5,000-$7,499_................ 4, 774 28, 681 6,008 11.7 19.4 93.6 76.3
$7,500-$9,999____________ 1,385 11,802 8,522 3.4 8.0 97.0 84.3

$10,000-$ 14,999__________ 707 8.483 12,002 1.7 5.7 98.7 90.0
$15,000-$19,999__________ 246 4,215 17, 142 .6 2.9 99.3 92.9
$20,000-$24,999__________ 108 2, 395 22,199 .3 1.6 99.6 94.5

$25,000-$49,999__________ 140 4, 651 33,189 .3 3.1 99.9 97.6
$50,000 and over ................. 40 3,607 88,943 . 1 2.4 100.0 100.0

40,880 147,721 3,614 100.0 100.0

Table 6. — N o n fa r m  fa m i l i e s :  D is t r ib u t io n  o f  n u m b e r  a n d  o f  f a m i l y
p e r s o n a l  in c o m e  b y  f a m i l y  p e r so n a l  in c o m e  lev e l, 1944

F am ily  personal income 
(before income taxes)

N um ber  
of non

farm 
families 1 

(thou
sands)

Fam ily personal 
income Percent distribution

Aggre
gate (m il

lions of 
dollars)

Average
(dollars)

Simple Cum ulative

N u m 
ber Income N u m 

ber Income

Under $1,000____________ 782 421 538 2.9 0.4 2.9 0.4
$1,000-$1,999___________ 3,842 5,993 1,560 14.0 5.1 16.9 5.5
$2,000-$2,999____________ 6, 099 15, 401 2, 525 22.2 13.2 39. 1 18.7
$3,000-$3,999____________ 6.372 22, 300 3, 500 23.2 19.0 62.3 37.7
$4,000-$4,999____________ 3,873 17, 320 4, 472 14.1 14.8 76.4 52.5

$5,000-57,499____________ 4,188 25.179 6,012 15.3 21. 5 91.7 74.0
$7,500-$9,999____________ 1,210 10,312 8, 520 4.4 8.8 96.1 82.8

$10,000-$14,999__________ 603 7,243 12, 014 2.2 6.2 98.3 89.0
$15,000-$19,999__________ 211 3, 624 17,150 .8 3.1 99.1 92.1
$20,000-$24,999__________ 92 2, 045 22,200 .3 1.7 99.4 93.8

$25,000-$49,999._........... 122 4, 044 33, 223 .5 3.5 99.9 97.3
$50,000 and over_________ 36 3,160 89,000 .1 2.7 100.0 100.0

27,430 117.042 4,267 100.0 100.0

1. Includes all families other than those containing a farm operator. (See part 1, section 
6, of this appendix.)

Table 5 .— A ll  f a m i l i e s :  D is t r ib u t io n  o f  n u m b e r  a n d  o f  f a m i l y  Table 7. — F a rm  o p e ra to r  f a m i l i e s :  D is t r ib u t io n  o f  n u m b e r  a n d  o f  
p e r s o n a l  in c o m e  b y  f a m i l y  p e r s o n a l  in c o m e  lev e l, 1944 f a m i l y  p e r s o n a l  in c o m e  b y  f a m i l y  p e r s o n a l  in c o m e  lev e l, 1944

F am ily  personal income 
(before income taxes)

N um ber  
of families 

(thou
sands)

F am ily  personal 
income Percent distribution

Fam ily personal income 
(before income taxes)

N um ber 
of farm 

operator 
families 
(thou
sands)

F am ily  personal 
income Percent distribution

Aggregate 
(millions 

of dollars)
Average
(dollars)

Sim ple C um ulative Aggre- 
gate (m il

lions of 
dollars)

Average
(dollars)

Simple Cum ulative

N u m 
ber In com e N u m 

ber In com e N u m 
ber Income N um 

ber Income

Under $1,000_________ 1,859 1,108 596 5.6 0.8 5.6 0.8 Under $1,000____________ 1,077 688 638 18.4 4.0 18.4 4 .0
$1,000-$ 1,999____________ 5, 453 8, 376 1, 536 16.4 6 .2 22.0 7.0 $1,000-$ 1,999 1,611
$2,000-$2,999____________ 7. 304 18, 377 2,516 21.9 13.7 43.9 20.7 $2,000-$2,999____________ 1, 205 2,976 2. 471 20.5 17.4 66.3 35.4
$3,000-$3,999____________ 7,151 25. 009 3, 498 21.5 18.7 65.4 39.4 $3,000-$3,999____________ 779 2. 709 3, 478 ‘ 13.3 15.9 79.6 51.3
$4,000-$4,999____________ 4,348 19,436 4.470 13.0 14.5 78.4 53.9 $4,000-$4,999____________ 475 2,116 4, 458 8.1 12.4 87.7 63.7

$5,000-$7,499__................ .. 4, 636 27, 864 6. 010 13.9 20.8 92.3 74.7 $5,000-$7,499____________ 44S 2, 686 5, 991 7.6 15.7 95.3 79.4
$7,500-$9,999____________ 1,351 11,517 8, 523 4. 1 8.6 96.4 83.3 $7,500-$9,999 141

$10,000-$14,999__________ 687 8, 247 12,004 2.1 6.2 98.5 89. 5 $10,000-$14,999_ ........... .. 84 1,004 11,934 1.4 5.9 99. 1 92.4
$15,000-$ 19,999__________ 236 4,057 17.144 .7 3.0 99.2 92.5 $15,000-$19,999__________ 25 433 17, 094 .4 2.5 99. 5 94.9
$20,000-$24,999__________ 102 2, 278 22,198 .3 1.7 99.5 94.2 $20,000-$24,999__________ 10 233 22, 185 .2 1.4 99.7 96.3

$25,000-$49,999_................... 134 4, 437 33,187 .4 3.3 99.9 97.5 $25,000-$49,999__________ 12 393 32,820 .2 2.3 99.9 98.6
$50,000 and over_________ 39 3, 396 88,736 . 1 2.5 100.0 100.0 $50,000 and over_________ 3 236 85,347 . 1 1.4 100.0 100.0

T o ta l_____ ______ . 33,300 134,102 4,027 100.0 100.0 T o ta l_________  . . . 5,870 17,060 2,906 100. o 100.0

Table 8.— U n a tta c h e d  in d iv id u a ls :  D is t r ib u t io n  o f  n u m b e r  a n d  o f  
f a m i l y  p e r so n a l  in c o m e  b y  f a m i l y  p e r s o n a l  in c o m e  lev e l, 1944

Fam ily personal income 
(before income taxes)

N um ber  
of unat
tached  

in d iv id 
uals 

(thou
sands)

Fam ily personal 
income Percent distribution

Aggregate 
(millions 

of dollars)
Average
(dollars)

Sim ple Cum ulative

N u m 
ber Income N u m 

ber Income

Under $1,000_______ ____ 2,492 1,281 514 32.9 9.4 32.9 9.4
$1,000-$ 1,999____________ 2, 655 3, 962 1,492 35.0 29.1 67.9 38.5
$2,000-$2,999____________ 1, 458 3,561 2. 443 19.2 26.1 87.1 64.6
$3,000-$3,999____________ 573 1,951 3, 407 7.6 14.3 94.7 78.9
$4.000-$4,999____________ 188 825 4, 395 2.5 6.1 97.2 85.0

$5,000-$7,499____________ 138 817 5,924 1.8 6.0 99.0 91.0
$7,500-$9,999____________ 34 286 8, 500 .4 2.1 99.4 93.1

$10,000-$14,999......... ............ 20 236 11,950 .3 1.7 99.7 94.8
$15,000-$19,999__________ 9 158 17,100 . 1 1.2 99.8 96.0
$20,000-$24,999__________ 5 117 22, 200 . 1 .9 99.9 96.9

$25,000-$49,999 .................. 6 214 33. 263 . 1 1.6 100.0 98.5
$50,000 and over_________ 2 211 92, 419 « 1. 5 100.0 100.0

T o ta l_____________ 7,580 13,619 1,797 100.0 100.0

1. Less than 0.05 percent.
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T able 9.— A ll  c o n s u m e r  u n i t s :  D is t r ib u t io n  o f  n u m b e r  a n d  o f
f a m i l y  p e r s o n a l  in c o m e  b y  f a m i l y  p e r s o n a l  in c o m e  leve l, 1946

F am ily  personal income 
(before income taxes)

N um ber  
of fami
lies and  

unat
tached  

in d iv id 
uals 

(thou
sands)

Fam ily  personal 
income Percent distribution

Aggregate 
(millions 

of dollars)
Average
(dollars)

Simple C um ulative

N u m 
ber Income N u m 

ber Income

Under $1,000___ 3,826 2,017 527 8.8 1.2 8.8 1.2
$1,0OO-$1,999____________ 7, 606 11, 570 1,521 17.6 6.8 26.4 8.0
$2,000-$2,999____________ 8,791 22,007 2, 503 20.3 12.9 46.7 20.9
$3,000-$3,999____________ 8, 590 29, 906 3, 481 19.8 17.5 66.5 38.4
$4,Q00-$4,999____________ 5,364 23,956 4,466 12.4 14.0 78.9 52.4

$5,000-$7,499____________ 5, 612 33, 558 5,980 13.0 19.7 91.9 72.1
$7,500-$9,999____________ 1,751 14, 90S 8,513 4.0 8.7 95.9 80.8

$10,000-$14,999__________ 1,070 12, 784 11,948 2.5 7.5 98.4 88.3
$15,000-$19,999__________ 332 5, 692 17,099 .8 3.3 99.2 91.6
$20,000-$24,999__________ 143 3,165 22,155 .3 1.9 99.5 93.5

$25,000-$49,999__________ 191 6,308 33, 210 .4 3.7 99.9 97.2
$50,000 and o v e r .. . .......... 54 4, 837 89, 236 .1 2.8 100.0 100.0

Total - 43,330 170,705 3,940 100.0 100.0

T able 11.— N o n fa r m  fa m i l i e s :  D is t r ib u t io n  o f  n u m b e r  a n d  o f  f a m i l y
p e r so n a l  in c o m e  b y  f a m i l y  p e r so n a l  in c o m e  leve l, 1946

Fam ily personal income 
(before incom e taxes)

N um ber  
of non

farm 
families 1 

(thou
sands)

F am ily  personal 
income Percent distribution

Aggre
gate (m il

lions of 
dollars)

Average
(dollars)

Sim ple C um ulative

N u m 
ber In com e N u m 

ber In com e

Under $1,000_______  ___ 657 306 466 2.2 0.2 2.2 0.2
$1,000-$1,999____________ 3, 660 5, 691 1,555 12.2 4.2 14.4 4.4
$2,000-$2,999____________ 6,036 15,211 2, 520 20.1 11.1 34.5 15.5
$3,000-$3,999____________ 7,122 24, 855 3, 490 23.8 18.1 58.3 33.6
$4,000-$4,999____________ 4,581 20,485 4,472 15.3 15.0 73.6 48.6

$5,000-$7,499____________ 4, 842 28,976 5,984 16.2 21.1 89.8 69.7
$7,500-$9,999____________ 1,516 12,903 8, 510 5.0 9.4 94.8 79.1

$10,000-$14,999__________ 930 11,115 11,950 3.1 8.1 97.9 87.2
$15,000-$19,999__________ 288 4, 928 17,100 1.0 3.6 98.9 90.8
$20,000-$24,999__________ 123 2,718 22,150 .4 2.0 99.3 92.8

$25,000-$49,999__________ 167 5, 545 33,243 .5 4.1 99.8 96.9
$50,000 and over_________ 48 4, 309 89,358 .2 3.1 100.0 100.0

29,970 137,042 4,573 100.0 100.0

1. Includes all families other than those containing a farm operator. (See part 1, section 6, 
of this appendix.)

Table 10.— A ll  f a m i l i e s :  D is t r ib u t io n  o f  n u m b e r  a n d  o f  f a m i l y  
p e r so n a l in c o m e  b y  f a m i l y  p e r so n a l  in c o m e  leve l, 1946

F am ily  personal income 
(before incom e taxes)

N um ber  
of families 

(thou
sands)

F am ily  personal 
income Percent distribution

Aggre
gate (m il

lions of 
dollars)

Average
(dollars)

Sim ple C um ulative

N um 
ber In com e N u m 

ber In com e

Under $1,000___ ________ 1,499 852 569 4.2 0.6 4.2 0.6
$1,000~$1,999____________ 5,139 7,895 1,536 14.3 5.0 18.5 5.6
$2,000-$2,999____________ 7, 210 18,130 2,514 20.1 11.6 38.6 17.2
$3,000-$3,999____________ 7,939 27,682 3,487 22.1 17.7 60.7 34.9
$4,000-$4,999____________ 5,156 23,044 4, 470 14.4 14.7 75.1 49.6

$5,000-$7,499____________ 5, 458 32, 652 5,982 15.2 20.8 90.3 70.4
$7,500-$9,999____________ 1, 714 14, 595 8, 514 4.8 9.3 95.1 79.7

$10,000-$14,999__________ 1,048 12, 525 11,948 2.9 8.0 98.0 87.7
$15,000-$19,999__________ 323 5, 533 17,099 .9 3.5 98.9 91.2
$20,000-$24,999__________ 138 3,043 22,154 .4 1.9 99.3 93.1

$25,000-$49,999__________ 184 6,089 33, 203 .5 3.9 99.8 97.0
$50,000 and over_________ 52 4,630 89,039 .2 3.0 100.0 100.0

35,860 156,670 4,369 100.0 100.0

Table 12.— F a r m  o p e ra to r  f a m i l i e s :  D is t r ib u t io n  o f  n u m b e r  a n d  o f  
f a m i l y  p e r s o n a l  in c o m e  b y  f a m i l y  p e r so n a l  in c o m e  leve l, 1946

Fam ily  personal income 
(before incom e taxes)

N u m 
ber of 
farm 

operator 
families 
(thou
sands)

F am ily  personal 
income

Percent distribution

Simple C um ulative
Aggregate 
(millions 

of dollars)
Average
(dollars) N u m 

ber Income N u m 
ber Income

U nder $1,000.___________ 842 546 649 14.3 2.8 14.3 2.8
$1,000-$1,9 9 9 . . . . . . . _____ 1,479 2,204 1,490 25.1 11.2 39.4 14.0
$2,000-$2,999____________ 1,174 2, 919 2,485 19.9 14.9 59.3 28.9
$3,000-$3,999____ _______ 817 2,827 3,461 13.9 14.4 73.2 43.3
$4,000-$4,999____ ______ 575 2, 559 4,450 9.8 13.0 83.0 56.3

$5,000-$7,499____________ 616 3,676 5,968 10.4 18.7 93.4 75.0
$7,500-$9,999___________ 198 1,692 8, 541 3.4 8 .6 96.8 83.6

$10,000-$14,999------- -------- 118 1,410 11,931 2.0 7.2 98.8 90.8
$15,000-$19,999------- -------- 35 605 17,093 .6 3.1 99.4 93.9
$20,000-$24,999------- -------- 15 325 22,183 .2 1.7 99.6 95.6

$25,000-$49,999__________ 17 544 32,804 .3 2.8 99.9 98.4
$50,000 and over------------- 4 321 84,975 . 1 1.6 100.0 100.0

5,890 19,628 3,332 100.0 100.0

Table 13.— U n a tta c h e d  in d iv id u a ls :  D is t r ib u t io n  o f  n u m b e r  a n d  o f  
f a m i l y  p e r s o n a l  in c o m e  b y  f a m i l y  p e r so n a l  in c o m e  leve l, 1946

F am ily  personal incom e 
(before incom e taxes)

N u m 
ber of 
unat

tached  
in d iv id 

uals 
(thou
sands)

F am ily  personal Percent distribution

Aggregate 
(millions 

of dollars)
Average
(dollars)

Sim ple C um ulative

N u m 
ber Income N u m 

ber Income

U nder $ 1 ,0 0 0 .---------------- 2,327 1,164 500 31.1 8.3 31.1 8.3
$1,000-$1,999____________ 2,467 3,674 1,489 33.0 26.2 64.1 34.5
$2,000-$2,999____________ 1,581 3,877 2, 453 21.2 27.6 85.3 62.1
$3,000-$3,999____________ 652 2, 225 3,412 8.7 15.8 94.0 77.9
$4,000-$4,999____ _______ 208 912 4,387 2.8 6. 5 96.8 84.4

$5,000-$7,499------- ----------- 154 907 5,902 2.1 6.5 98.9 90.9
$7,500-$9,999____ _______ 36 310 8, 500 .5 2.2 99.4 93.1

$10,000-$14,999__________ 22 259 11,950 .3 1.8 99. 7 94.9
$15,000-$19,999____ _____ 9 159 17,100 . 1 1.1 99.8 96.0
$20,000-$24,999__________ 5 122 22, 200 .1 .9 99.9 96.9

$25,000-$49,999__________ 7 219 33, 410 . 1 1.6 100.0 98.5
$50,000 and over................. 2 207 93,854 co 1.5 100.0 100.0

7,470 14,035 1,879 100.0 100.0

1. Less than 0.05 percent.
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Table 14.— A ll c o n s u m e r  u n i t s :  D is t r ib u t io n  o f  n u m b e r  a n d  o f
f a m i l y  p e r s o n a l  in c o m e  b y  f a m i l y  p e r so n a l  in c o m e  le v e l, 1947

F am ily  personal 
income

(before income taxes)

N um ber
of

families 
and un 
attached  

indi
viduals  
(thou
sands)

F am ily  personal 
income Percent distribution

Aggregate 
(millions 

of dollars)
Average
(dollars)

Sim ple Cum ulative

N u m 
ber Income N u m 

ber Incom e

Under $1,000_____  _____ 3, 748 1,973 526 8.4 1.1 8.4 1.1
$1,000-81,999____________ 7,370 11,231 1,524 16.5 6.1 24.9 7.2
$2,000-82,999____________ 8, 459 21,176 2, 503 18.9 11.5 43.8 18.7
$3,000-83,999____________ 8, 628 30,045 3,482 19.3 16.3 63. 1 35.0
$4,000-84,999____________ 5,725 25,583 4,468 12.8 13.8 75.9 48.8

$5,000-$7,499____________ 6, 625 39, 769 6, 003 14.8 21.5 90.7 70.3
$7,500-89,999____________ 2,170 18,454 8, 505 4.8 10.0 95.5 80.3

$10,000-$14,999__________ 1,199 14, 300 11,919 2.7 7.7 98.2 88.0
$15,000-819,999__________ 386 6, 586 17,070 .8 3.6 99.0 91.6
$20,000-$24,999___ ______ 167 3,700 22,125 .4 2.0 99.4 93.6

$25,000-$49,999__________ 208 6,879 33,092 .5 3.7 99.9 97.3
$50,000 and over_________ 55 4,902 89, 795 .1 2.7 100.0 100.0

44,740 184,598 4,126 100.0 100.0

Table 16.— N o n fa r m  fa m i l i e s :  D is t r ib u t io n  o f  n u m b e r  a n d  o f  f a m i l y
p e r so n a l  in c o m e  b y  f a m i l y  p e r s o n a l  in c o m e  lev e l, 1947

Fam ily persona lincome 
(before incom e taxes)

N um ber
of

nonfarm  
families i 

(thou
sands)

F am ily  personal 
incom e Percent distribution

Aggregate 
(millions 

of dollars)
Average
(dollars)

Simple C um ulative

N u m 
ber Income N u m 

ber Income

Under $1,000____________ 785 351 447 2.5 0.2 2.5 0.2
$1,000-$ 1,999____________ 3,466 5, 408 1, 560 11. 1 3.6 13.6 3.8
$2,000-$2,999___________ 5,567 14,058 2, 525 17.9 9.4 31.5 13.2
$3,000-$3,999____________ 7,022 24, 505 3, 490 22.6 16.5 54.1 29.7
$4,000-$4,999____________ 4, 862 21, 742 4, 472 15.6 14.6 69.7 44.3

$5,000-$7,499____________ 5, 761 34, 611 6,008 18.5 23.3 88.2 67.6
$7,500-$9,999_____ ______ 1,906 16, 204 8, 500 6.1 10.9 94.3 78.5

$10,000-$14,999__________ 1,043 12,429 11,920 3.3 8.4 97.6 86.9
$15,000-$19.999__________ 337 5,748 17,070 1. 1 3.9 98.7 90.8
$20,000-$24,999 ............. .. 145 3, 215 22,120 .5 2.2 99.2 93.0

$25,000-$49,999__________ 183 6,046 33,115 .6 4.1 99.8 97.1
$50,000 and over_________ 48 4, 307 89,845 .2 2.9 100.0 100.0

T o ta l___________ 31,125 148,624 4,775 100.0 100.0

1. Includes all families other than those containing a farm operator. (See part 1, section 6, 
of this appendix.)

Table 15.— A ll  f a m i l i e s :  D is t r ib u t io n  o f  n u m b e r  a n d  o f  f a m i l y  
p e r so n a l in c o m e  b y  f a m i l y  p e r s o n a l  in c o m e  lev e l, 1947

Table 17.— F a rm  o p e ra to r  f a m i l i e s :  D is t r ib u t io n  o f  n u m b e r  a n d  o f  
f a m i l y  p e r s o n a l  in c o m e  b y  f a m i l y  p e r so n a l  in c o m e  leve l, 1947

Famä L P™ ° nal Percent distribution
N um ber

Fam ily personal 
income

(before incom e taxes)

of
families
(thou
sands)

Aggregate 
(millions 

of dollars)
Average
(dollars)

Sim ple Cum ulative

N u m 
ber Income N u m 

ber Income

Under $1,000------------------- 1,503 837 557 4.1 0.5 4.1 0.5
$1,000-$1,999____________ 4, 897 7, 551 1,542 13.2 4.5 17.3 5.0
$2,000-$2,999____________ 6, 740 16, S67 2,517 18.2 10.0 35.5 15.0
$3,000-$3,999____________ 7, 889 27, 503 3, 487 21.3 16.2 56.8 31.2
$4,000-$4,999.................... 5,467 24,444 4, 471 14.8 14.4 71.6 45.6

$5,000-$7,499____________ 6,438 38,663 6,005 17.4 22.8 89.0 68.4
$7,500-$9,999____________ 2,126 18,085 8. 505 5.8 10.7 94.8 79.1

$10,000-$14,999__________ 1,175 14,009 11,920 3.2 8 .3 98.0 87.4
$15,000-$19,999_................... 376 6,411 17. 072 1.0 3.8 99.0 91.2
$20,000-$24,999.................. . 161 3,568 22,126 .4 2.1 99.4 93.3

$25,000-$19,999............. . 201 6, 636 33.088 .5 3.9 99.9 97.2
$50,000 and over ................. 52 4,666 89,533 . 1 2.8 100.0 100.0

37,025 169,340 100.0 100.0

F am ily  personal incom e 
(before incom e taxes)

N um ber
of

farm
operator
families
(thou
sands)

Fam ily  personal 
income Percent distribution

Aggregate 
(millions 

of dollars)
Average
(dollars)

Simple Cum ulative

N u m 
ber Income N u m 

ber Income

Under $1,000____________ 718 486 677 12.2 2.4 12.2 2.4
$1,000-$1,999____________ 1,431 2,143 1,498 24.2 10.3 36.4 12.7
$2,000-$2,999____________ 1,173 2,909 2,480 19.9 14.0 56.3 26.7
$3,000-$3,999____________ 867 2, 998 3,459 14.7 14.5 71.0 41.2
$4,000-$4,999____________ 605 2, 702 4,464 10.2 13.0 81.2 54.2

$5,000-$7,499____________ 677 4,052 5, 983 11.5 19.6 92.7 73.8
$7,500-$9,999____________ 220 1,881 8, 545 3.7 9.1 96.4 82.9

$10,000-$14,999__________ 132 1,580 11,917 2.2 7.6 98.6 90.5
$15,000-$19,9y9__________ 39 663 17,084 . 7 3.2 99.3 93.7
$20,000-$24,999........... .......... 16 353 22,182 .3 1.7 99.6 95.4

$25,000-$49,999__________ 18 590 32,812 .3 2.9 99.9 98.3
$50,000 and over_________ 4 359 85, 957 . 1 1.7 100.0 100.0

5,900 20,716 3,511 100.0 100.0

T able 18 .— U n a tta c h e d  in d iv id u a ls :  D is t r ib u t io n  o f  n u m b e r  a n d  o f  
f a m i l y  p e r s o n a l  in c o m e  b y  f a m i l y  p e r so n a l  in c o m e  leve l, 1947

Fam ily personal income 
(before income taxes)

N umber 
of unat
tached  

in d iv id 
uals 

(thou
sands)

F am ily  personal 
income Percent distribution

Aggre
gate (m il
lions of 
dollars)

Average
(dollars)

Simple Cum ulative

N u m 
ber Income N u m 

ber Income

Under $1,000____________ 2,245 1,136 506 29.1 7.4 29.1 7.4
$1,000-$1,999____________ 2,473 3,680 1,488 32.1 24.1 61.2 31.5
$2,000-$2,999____________ 1,719 4. 209 2,450 22.3 27.6 83.5 59.1
$3,000-$3,999____________ 740 2,541 3,435 9.6 16.7 93.1 75.8
$4,00G-$4,999____________ 258 1,139 4,410 3.3 7.5 96.4 83.3

$5,000-$7,499____________ 187 1,106 5,922 2.4 7.2 98.8 90.5
$7,500-$9,999____________ 43 369 8,500 .6 2.4 99.4 92.9

$10,000-$14,999__________ 24 291 11,900 .3 1.9 99.7 94.8
$15,000-$19,999__________ 10 175 17,000 . 1 1.1 99.8 95.9
$20,000-$24,999__________ 6 132 22,100 . 1 .9 99.9 96.8

$25,000-$49,999__________ 7 243 33, 206 . 1 1.6 100.0 98.4
$50,000 and over_________ 3 237 95, 276 « 1.6 100.0 100.0

7,715 15,258 1,978 100.0 100.0

1. Less than 0.05 percent.
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Table 19.— D is t r ib u t io n  o f  c o n s u m e r  u n i t s , f a m i l y  p e r so n a l  i n 
c o m e ,  a n d  F ed e ra l in d iv id u a l  in c o m e  ta x  l ia b i l i ty ,  b y  f a m i l y
p e r so n a l  in c o m e  leve l, 1950

F am ily  personal 
incom e (before in 

come taxes)

N umber 
of fami
lies and 

unat
tached  

in d iv id 
uals 

(thou
sands)

Fam ily per
sonal income

Federal individual 
incom e tax liab ility

Percent distribu
tion

Aggre
gate 
(m il

lions of 
dol
lars)

A ver
age

(dol
lars)

Aggre
gate 
(m il

lions of 
dol
lars)

A ver
age

(dol
lars)

Tax
rate
(per
cent)

N u m 
ber

In 
come

Tax
lia

bility

Under $1,000_______ 3,704 1,854 501 1 o « 7.6 0.9 (*)
$1,000-$1,999_______ 7,328 11,170 1,524 216 29 1.9 15.1 5.1 1.2
$2,000-$2,999_______ 8,044 20,144 2, 504 709 88 3.5 16.5 9.3 3.9
$3,000-$3,999_______ 8,463 29, 569 3,494 1, 353 160 4.6 17.4 13.6 7.4
$4,000-$4,999_______ 6,980 31, 215 4,472 1, 626 233 5.2 14.4 14.4 8.9

$5,000-$7,499_______ 8,484 51, 200 6,035 3, 525 415 6.9 17.5 23.6 19.4
$7,500-$9,999_______ 2,860 24, 218 8,468 1,960 685 8.1 5.9 11.2 10.8

$10,000 and over___ 2, 727 47,388 17,377 8, 810 3, 231 18.6 5. 6 21.9 48.4

T otal________ 48,590 216,758 4,461 18,200 375 8.4 100.0 100.0 100.0

1. Less than 50 cents.
2. Less than 0.05 percent.

T able 21 .— D is tr ib u t io n  o f  f a m i l y  p e r s o n a l  in c o m e  a n d  F e d e ra l  
in d iv id u a l  in c o m e  ta x  l ia b i l i ty  a m o n g  q u in t i l e s  a n d  to p  5 p e r c e n t  
o f  c o n s u m e r  u n i t s  r a n k e d  b y  s iz e  o f  f a m i l y  p e rso n a l in c o m e ,  1950

Quintile
Range of fam ily per

sonal incom e 1 (be- 
for income taxes)

Average (dollars)

Tax rate 
(percent)

Percent distribu
tion

Fam ily
personal
income

Tax lia
b ility

Income
(before
taxes)

Tax lia
b ility

Low est................. Under $1,840_______ 1,080 15 1.4 4.8 0 .8
2 . ........................... $1,840-83,040________ 2.444 85 3.5 11.0 4.5
3____ _________ $3,040-$4,200________ 3,612 169 4.7 16.2 9.0
4 . . . $4,200-S5,960________ 4,971 289 5.8 22.3 15.4

10,197 1,316 12.9 45.7 70.3

4,461 375 8.4 100.0 100.0

T op  5 p ercen t... $10,500 and over........ 18, 250 3,518 19.3 20.4 47.0

1. R ounded to nearest $10.

Table 20.— D is tr ib u t io n  o f  c o n s u m e r  u n i t s  a n d  o f  f a m i l y  p e r s o n a l  
in c o m e  a f te r  F ed e ra l in d iv id u a l  in c o m e  ta x  l ia b i l i ty ,  b y  leve l o f  
a f te r - ta x  in c o m e ,  1950

F am ily  personal incom e after 
Federal ind ividual incom e tax 
liability

N um ber of
After-tax fam ily per

sonal income Percent distribution

unattached
individuals
(thousands)

Aggregate 
(m illions of 

dollars)
Average
(dollars) N um ber After-tax

income

U nder $1,000___________________ 3,737 1,880 503 7.7 1.0
$1,000 to $1,999_________________ 7, 864 11,999 1, 526 16.2 6.0
$2,000 to $2,999_________________ 8,709 21,945 2, 520 17.9 11.1
$3,000 to  $3,999_________________ 8, 832 30, 823 3,490 18.2 15.5
$4,000 to $4,999_________________ 6,986 31,164 4 ,461 14.4 15.7

$5,000 to $7,499______ __________ 7,952 47,652 5,992 16.3 24.0
$7,500 to $9,999_________________ 2,326 19, 680 8,461 4.8 9.9

$10,000 and over-------------- ---------- 2,184 33,415 15, 296 4.5 16.8

Total____________________ 48,590 198,558 4,086 100.0 100.0

Table 22 .— D is t r ib u t io n  o f  f a m i l y  p e r s o n a l  in c o m e  a f te r  F ed e ra l  
in d iv id u a l  in c o m e  ta x  l ia b i l i ty  a m o n g  q u in t i l e s  a n d  to p  5 p e r c e n  t  
o f  c o n s u m e r  u n i t s  r a n k e d  b y  s iz e  o f  a f te r - ta x  in c o m e ,  1950

Quintile Range of after-tax income *
Average
after-tax
income
(dollars)

Percent dis
tribution of 

after-tax 
income

U nder $1,780_______________ 1,061 5.2
2 _ . . __________ $1,780-$2,910_______________ 2,359 11.5
3____ ________ ________________ $2,910-$4,000_______________ 3,442 16.9
4 $4,000-$5,550_______________ 4,688 22.9

8,881 43.5

4,086 100.0

14, 737 18.0

1. R ounded to nearest"$10.
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Table 23.— D a ta  u n d e r ly in g  c h a r t  o n  f a m i l y  p e r so n a l  in c o m e  in
1929 a n d  1950

1929 1950

Aggregate fam ily personal income (billions of 1950 dollars)________________ $117.9

35.5

$216.8 

48.6

M ean fam ily personal income per consumer unit (1950 d o llars)...................... $3,320 $4, 460

T able 24.— D a ta  u n d e r ly in g  c h a r t  o n  d i s t r ib u t io n  o f  c o n s u m e r  u n i t s  
b y  s iz e  o f  f a m i l y  p e r so n a l  in c o m e  in  1950

Percent distribution of—

Fam ily personal income (before incom e taxes) Fam ilies and 
unattached  
individuals

F am ily  per
sonal income

Under $1,000_________________________________________________ 7.6 0.9
15.1 5.1
16.5 9.3

$3’00O-$3,999. ______________________________________________ 17.4 13.6
$4’000-$4*999 ___ __________________________________________ 14.4 14.4

9.2 11.3
6.0 8.7
4.2 7.0
2.5 4.7

$9joÔO-$9j999 _________________________________________________ 1.5 3.1

5.6 21.9

100.0 100.0

Table 25 .— D a ta  u n d e r ly in g  c h a r t  o n  p e r c e n t  d i s t r ib u t io n  o f  f a m i l y  
p e r so n a l in c o m e , F ed e ra l in c o m e  ta x , a n d  a f te r - ta x  in c o m e  in  
1950

Quintile 1

Percent distribution of—

Consumer
units

Fam ily  per
sonal income 

(before in
come taxes)

Federal in
dividual 

income tax 
liability

After-tax
income

20.0 4.8 0.8 5.2
2______________________________________ 20.0 11.0 4.5 11.6
3 ______________________________________ 20.0 16.2 9.0 16.8
4______________________________________ 20.0 22.3 15.4 22.9
H ig h e s t .. .------------------------------------------- 20.0 45.7 70.3 43.5

T o ta l.. .  -- ----- - -- - ----- 100.0 100.0 100.0 100.0

Top 5 percent-------------------------------------- 5.0 20.4 47.0 18.0

1. Fam ilies and^unattached individuals ranked b y  size of fam ily personal income (before 
incom e taxes).

Table 26 .— D a ta  u n d e r ly in g  c h a r t  o n  d i s t r ib u t io n  o f  f a m i l y  p e r 
so n a l  in c o m e  a m o n g  m a jo r  ty p e s  o f  c o n s u m e r  u n i t s  in  1947

F am ily  personal income M ean fam ily  
personal in

come per 
consumer 

unit (dollars)
Aggregate 
(billions of 

dollars)
Percent

distribution

148. 6 80. 5 4,780 

3,510 

1.980

20. 7 11.2

15.3 8.3

Total - - - - - - -  _ - __ 184.6 100.0 4,130

Table 27.— D a ta  u n d e r ly in g  c h a r t  o n  p e r c e n t  d i s t r ib u t io n  o f  m a jo r  
ty p e s  o f  c o n s u m e r  u n i t s  b y  s iz e  o f  f a m i l y  p e r so n a l  in c o m e  in  
1947

Percent distribution of—

F am ily  personal income (before income taxes)
Nonfarm
families

Farm
operator
families

U nattached
individuals

U nder $1,000______ _________________________________ 2.5 12.2 29.1
$1,000-$1,999_________________________________________ 11.1 24.2 32.1
$2,000-82,999_________________________________________ 17.9 19.9 22.3
$3,000-83,999_________________________________________ 22.6 14.7 9.6
$4,000-84,999_________________________________________ 15.6 10.2 3.3

$5,000-85,999_________________________________________ 9.6 6.5 1.4
$6,000-86,999_________________________________________ 7.1 3.7 .8
$7,000-87,999_________________________________________ 3.8 2.4 .4
$8,000-88,999_________________________________________ 2.6 1.6 .2
$9,000-89,999_________________________________________ 1.6 1.1 .1

$10,000 and over--------------------------------------------------------- 5.6 3 .5 . 7

T otal__ _ -- ___  - -_ - 100.0 100.0 100.0

Table 28.— D a ta  u n d e r ly in g  c h a r t  o n  p e r c e n t  d i s t r ib u t io n  o f  c o n 
s u m e r  u n i t s  b y  s ize  o f  f a m i l y  p e r s o n a l  in c o m e  in  1944 a n d  1950

Fam ily personal incom e (before income taxes)
Percent d istribution

1944 1950

10.7
$1,000-81,999_________________________________________________ 19. 8
$2,000-82,999___________________________________________
$3,000-83,999________________________________________________ 18.9
$4,000-$4,999______________________________________________________ 11.1

$5,000-85,999________________________________________________ 6.2
$6,000-86,999_______________________________________
$7,000-87,999_____________________________________________
$8,000-$8,999_______________________________________________
$9,000-89,999__________________________________________________ .9

3 0

100.0 100.0

Table 29.— D a ta  u n d e r ly in g  c h a r t  o n  c o m p o s i t io n  o f  f a m i l y  p e r 
s o n a l  in c o m e  in  1950

Aggregate 
am ounts 

(billions of 
dollars)

Percent
distribution

Wages and salaries and other labor incom e------------------------ ----- 138.6 63.9

45.2 20.9

D ividends and interest................ ....................... .....................  ................. 18.6 8.6

Transfer p aym ents__________ _______________________________  -- 14.4 6.6

T otal___________________________________  _______________ 216.8 100.0

O
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The B u sin ess  S i tu a tio n
A succinct and timely report—with charts—on significant 
developments in production, sales, inventories, incomes, 
prices and other key areas. The whole range of 
monthly developments is evaluated to provide a basis 
for understanding current business trends.

S p ec ia l A rtic le s
At more length, the critically important developments are 
analyzed in detail. Staff members relate recent trends to 
long-range business and government operations, 
using background and source materials often 
not available elsewhere.

M o n th ly  B u sin ess  S ta t is t ic s
Among 2,500 different series included each month are: 
Economic Indicators such as national income, 
international transactions, retail and wholesale sales, 
manufacturers’ orders and inventories; Industry Data on 
production, prices and shipments in a wide variety of fields 
such as chemicals, foodstuffs, metals, leather, 
paper, printing, textiles, and construction.

F a st W eek ly  S ervice

A 4-page statistical supplement, giving the latest figures on 
all important indicators of business activity, 
is mailed every week, at no extra charge, 
to keep subscribers posted throughout the month.

A vailable from  th e  S u p e rin ten d en t o f D o cum en ts, U. S. 
G o v ern m en t P r in tin g  Office, W ash ing ton  25, D . C ., o r from  
th e  nearest D e p a rtm en t o f C om m erce F ie ld  Office. Subscrip 
tion  price $3.25 a y ear; foreign $4.25. Single copy 30 cents.
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O N  T U E  N A T I O N A L  E C O N O M Y

The National Income and Gross National Product Series

B u s i n e s s  M A N A G ER S and analysts,
econom ists and students use National Income 
as a basic gu ide— a necessary statistical too l in 
the determ ination and evaluation  o f long-term  
business and financial trends.

★  ★  ★

A  Record covering two decades is availab le  
in the definitive National Income volum e, 
which provides a com plete annotated descrip
tion o f  the national accounts back to 19 2 9 . 
For handy reference, its com prehensive statis
tica l tables are accom panied by an explanation  
o f fundam ental concepts and underlying  
procedures.

★  ★  ★

T his volum e fu lly  exp la ins the m ethods 
which the Departm ent o f Com m erce has de
signed to form  an inter-related system  of 
national econom ic accounting. The historical 
statistics provided in National Income con
stitute the background data to which a ll other 
official national incom e and gross national 
product series are keyed. T he N ational In
com e Supplem ent is essentia l as a base-book  
for use in connection with the more recent 
statistics presented in  the m onthly Survey of 
Current Business.

National Income is a publication  o f the 
Office o f Business Econom ics, which com piles  
the official quarterly and annual incom e and 
product figures for the U nited States.

★  ★  ★

For a Composite Picture o f the N ation’s 
econom y after 1 9 2 9 — for use together with the 
latest Ju ly  Survey to establish a detailed  and 
authoritative record up to this year— order a 
copy o f the

M A x y m e /

to the Survey of Current Business

. . the most comprehensive kit of statistical tools ever 
assembled in this or any other country.”

— N. Y. TIMES

Available from the Superintendent of Documents, 
Government Printing Office, Washington 25, D. C., 
or the nearest Department of Commerce Field Office. 
Price $1.00. July Survey, 30^.


