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2. " Even for those industrial fields for which ‘d_att'a were
fairly abundant, there was difficulty in measuring property
income for groups identical with those for labor incomes.
This was due to the fact that the industrial classification
of Statistics of Income {(the richest source of data on prop-
erty incomes) is necessarily quite different from the classi-
fications of our industrial data.

3. ‘There was general paucity of data on entrepreneurial
incomes, and the estimates relating to this type of income
are the ones most subject to doubt.

4. 'The estimates for 1932, especially those for property
incomes, are preliminary in character and may be revised
when final data for 1932 become available.

The national income total is thus an amalgam of rela-
tively accurate and only approximate estimates rather than
a unique, highly precise measurement. In view of the
approximate character of the national income figures small
differences or changes should not be taken as unequivocal
indications that differences actually exist or that changes
have actually occurred. :

Since we continue to receive orders for BUuLLETIN 49,
which is out of print, and many persons wish to start their
subscriptions to the BULLETIN with this number we are
issuing a revised edition. The alterations are minor but
additional figures are included and we are therefore send-
ing this edition to all subscribers.

Dr. Kuznets is directing the revision of the National
Bureau’s estimates of national income from 1909 to
date, which will probably be published next year. His
next BULLETIN will contain preliminary results of his
study of Durable Goods and Capital Formation, which
will also, we expect, appear as one of the National
Bureau publication series in 1935. Of Dr. Kuznets’ last
volume, SEASONAL VARIATIONS IN INDUSTRY AND TRADE
(published by the National Bureau in 1933, $4), the
Anerican Economic Review says: “This is, undoubt-
edly, the most thorough work that has ever been presented
on the subject of seasonal variation.”
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REVIEWS

Stratecic Facrors 1N Business Cycres, by John
Maurice Clark; 238 pp., $1.50.

New York Times, Sunday Book Review, February 18, 1934:
“The present study is an admirable example of profound analysis
and probing logic. It also constitutes a typical specimen of the
viewpoint advanced by the younger school of American realistic
economists, who insist upon a social and practical orientation of
economic theory. The work impresses by its happy mingling of
inductive research with deductive speculation.”

Harry Elmer Barnes in the World-Telegram, April 7, 1934:
“The long and profound depression in which we still flounder
has stimulated interest in the study of the business cycle. But
most works on this subject have adopted a sort of fatalistic atti-
tude and have implied that nothing could be done about it
Professor Clark takes a different point of view.

While accepting the reality of the business cycle, he contends
that certain factors in our business life can be controlled in such
a fashion as to help stabilize business and lessen the disastrous
results which accompany the periodic oscillations of prosperity

‘and misery.”

PropuctioNn TRENDs 1N THE UNITED STATES SincE 1870,
by Arthur F. Burns; 363 pp., $3.50. ‘

Harry Elmer Barnes in the World-Telegram, April 7, 1934:
“Mr. Burns has prepared a highly scientific and accurate study
of the growth of economic production in the United States since
the Civil War. He comes to the conclusion that there has been
no evident decline in the rate of growth in the total physical
production of this country since 1870. Individualistic capitalism
has thus kept up production, but it has made no comparable ef-
fort to insure a parallel growth in the purchasing power of
consumers.”
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The present Bulletin contains revisions of the estimates published in Bulletin 49, released on
January 26, 1934, and presents the final results of a study made by the Department of Com-

merce in cooperation with the National Bureau of Economic Research.

The study was

undertaken in response to a request for national income estimates for 1929-31 by the United
States Senate and the findings are given in detail in Senate Document No. 124, 73rd Congress,
2nd Session, entitled National Income, 1929-32. The study was planned and supervised by
Dr. Simon Kuznets, who was assisted by Miss Lillian Epstein and Miss Elizabeth Jenks of the
National Bureau of Economic Research, and by Messrs. Robert F. Martin and Robert R.
Nathan of the United States Department of Commerce.

INTRODUCTION

HE EcONOMIC changes that occurred in this country

during recent years are sufficiently striking to be
apparent to any observer without the assistance of statis-
tical measurements. There is considerable value, how-
ever, in checking the unarmed observation of even a care-
ful student by the light of a quantitative picture of our
economy. How extensive was the contraction in the vol-
ume of economic activity, year by year, from the peak
attained in 1929? What was the impact of the current
depression upon the various industrial branches of the eco-
nomic system, and upon the various factors of production?
These questions cannot be answered fully, even with the
most skillful utilization of the available data: in spite of the
apparent plethora of statistics, there are marked gaps in
information concerning important areas in the national
economy. But attempts at an all-inclusive statistical pic-
ture can be made. National income measurements repre-
sent such an attempt to describe the total activity of the
national economy under one aspect, viz., the size of the final
net product.

The estimates below portray, first of all, changes in the
'otal net product of the economic system, year by year, from
1929 to 1932. ‘They also attempt to show the breakdown
of these totals, by types of payment, and by industrial
source. Such measurement of national income, in total and
by parts, throws considerable light on the congeries of eco-

nomic changes that occurred in this country during recent
vears. But before the estimates can be understood fully,
it is necessary to become familiar with the definitions and
classifications used in preparing them.

INCOME PAID OUT AND INCOME PRODUCED

Year in, year out the people of this country, assisted by
the stock of goods in their possession, render a vast volume
of services towards the satisfaction of their wants. Each
of these services involves an effort on the part of an indi-
vidual and an expenditure of some portion of the country’s
stock of goods. Some of these services eventuate in com-
modities, such as coal, steel, clothing, furniture, automo-
biles; others take the form of direct, personal services, such
as are rendered by physicians, lawyers, government officials,
domestic servants, and the like. If all the commodities pro-
duced and all the direct services rendered during the year
are added at their market value, and from the resulting
total we subtract the value of that part of the nation’s
stock of goods that was expended (both as raw materials
and as capital equipment) in producing this total, then the
remainder constitutes the net product of the national
economy during the year. It is referred to as national in-
come produced, and may be defined briefly as that part of
the economy’s end product that results from the efforts of
the individuals who comprise a nation.

In return for these efforts, the individuals receive some
payment, either in money or in kind. If such money re-
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ceipts and the money equivalents of the receipts in kind are
added, the resulting total constitutes national income paid
out or received.® This latter would equal national income
produced, in total and in parts, only if every distinguishable
group of services rendered were paid for at the money
value that the results of these services fetch in the market.
‘This condition, however, rarely materializes. A manufac-
turing corporation whose net product {gross product minus
the cost of materials and allowance for use of durable
equipment) amounts to $1,000,000 may pay out only
$900,000 in wages, salaries, rents and royalties, dividends
and interest, and retain $100,000 as net corporate savings
or, on the contrary (as happened in 1930 and later years),
it may pay out in the forms listed above a sum in excess of
its net product, thus sustaining a net loss. Similarly, a
proprietor of an unincorporated establishment, for ex-
ample, a retail store, may withdraw, as his income, an
amount larger or smaller than his net product, thus incur-
ring a net loss or saving. In general, the difference between
national income produced and national income paid out is
that the former does, and the latter does not, include net
savings or losses by business establishments.

In the estimates presented below, an attempt is made to
measure both national income produced and national in-
come paid out.

THE CLASSIFICATION OF NATIONAL INCOME

Two types of income classification have been carried
through: by types of payment of income paid out, and by
industrial sources of income paid out and produced. These
two classifications are presented below and should be re-
ferred to for better understanding of the estimates con-
tained in this Bulletin.

A. C(lassification by Types of Payment
I. Labor Incomes
1. Wages (money and money value of food, board,
and other perquisites and gratuities)
2. Salaries (same as 1, including also commis-
sions )
3. Other Labor Income
a. Compensation for injury (paid to em-
ployees)
b. Pensions
In the case of most payments, for example, wages and salaries,
income paid out measures the flow of money or goods to indi-
viduals directly. But in the case of interest and dividends,
especially the former, we had to measure under income paid out
not only payments made directly to individuals as such, but also
receipts of interest and dividends by savings organizations,
which may be treated as associations of individuals for the pur-
pose of better management of their property incomes. Among
such associations are life insurance companies, foundations, sav-
ings banks and savings departments of commercial banks, build-
ing and loan associations. The volume of property income

received by these organizations in 1929 may be estimated as run-
ning between 2.5 and 3.0 billion dollars.

II. Property Incomes® (paid to individuals)
4. Interest
5. Dividends
ITI. Entrepreneurial Incomes
6. Withdrawals by Individual Entrepreneurs
7. Business Savings or Losses
a. Individual entrepreneurs
b. Corporations

Items (1) through (6) make up national income paid
out; by adding item (7) we obtain national income pro-
duced.

B. Classification by Industrial Sources
I. Agriculture
1. Total

II. Mines, Quarries and Oil Wells
Bituminous Coal
Anthracite Coal
Metalliferous Mines
Qil Wells and Natural Gas
. Quarrying and Non-metallic Mines

III. Electric Light and Power and Manufactured Gas
7. Electric Light and Power
8. Manufactured Gas

IV. Manufacturing Industries

9. Foods, Beverages and Tobacco
10. Textiles and Leather
11. Paper, Printing and Publishing
12.  Chemicals and Petroleum Refining
13. Construction Materials and Furniture
14. Metals and Machinery
15. Miscellaneous Manufacturing
V. Construction

16. Total

V1. Transportation
17. Railroads (including Pullman and express)
18.  Water Transportation
19. Street Railways
20. Motor Transportation
21. Other Transportation

VII. Communication

22, Telegraphs

23. 'Telephones

Distributive Trades

24. Wholesale Trade

25. Retail Trade

*Net rents and royalties, usually classified as a type of property
income, were defined by us as an income from the industry of
real estate inclusive of individual holdings. Since in most in-
stances the receipt of rents and royalties is conpected with the
obligation of managing the property in question, a great deal is
to be said for classifying them not as a functional income type,
but as entrepreneurial income originating in a specific industrial
field.
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IX. Finance
26. Banking
27. Insurance
28. Real Estate, inclusive of Individual Holdings
X. Government
29. Federal
30. State and County
31. Municipal
XI. Service
32. Amusement and Recreation
33. Professional Service
34. Personal Service
35. Domestic Service
36. Business Service

37. Miscellaneous Service
XII. 38. Miscellaneous

NATIONAL INCOME, 1929-1932

Estimates of thd total national income of this country for
the years 1929 to\ 1932 are presented in Table 1. The
movement of the totals exhibits clearly the striking effect
of the present depression. The volume of net income paid
out to individuals shrank by 40 per cent during this three-
year period. The longest series of authoritative annual esti-
mates of national income for this country, that by Dr. Will-
ford I. King, who carried them back to 1909, shows only
one decline in the volume of realized income.® This de-

Table 1
NATIONAL INCOME, PAID OUT AND PRODUCED

Millions of Dollars
1929 1930 1931 1932

Income paid OUt woveverreereesere, 81,136 75,410 63,247 48,894
Business savings ....ceveeeeinnn, 1,896 —5,065 -—8,604 —9,529
Income produced .....cvoverveennen 83,032 70,345 54,643 39,365

Percentages of 1929
1229 1930 1931 1932
100.0 92.9 78.0 60.3
100.0 84.7 65.8 47.4

Income paid out
Income produced
U. 8. B. of L. 8.

INAEX  vevrecrereririereeerr s evesnne 1060.0 97.4 88.9 80.4
U. S. B. of L. S. wholesale price
INAEX rvererireriereceiere et 100.0 90.7 76.6 68.0

®Realized income, as defined by Dr. King, includes, besides in-
come paid out, income imputed to possessors of durable goods.
This imputed income amounted, in 1927, to 4.8 billion dollars.
See The National Income and Its Purchasing Power (National
Bureau of Economic Research, 1930), p. 379. The estimates pre-
sented in this Bulletin should not be treated as a direct continua-
tion of the series published in that book; nor should the estimates
for 1929 given in Table 1 be compared with Dr. King’s estimates
for earlier years. The present figures utilize the data in the
Census of 1929 and much additional information not available
to Dr. King at the time his study was made. .The National
Bureau of Economic Research is at present engaged in revising
Dr. King’s series back to 1909. When this revision is com-
pleted, 'a continuous series of comparable measurements from
1909 through 1932 will be available.

cline, from 1920 to 1921, amounted to a drop of 14.4 per
cent from the peak, as against the shrinkage of 40 per cent
shown in the present depression.

Savings by unincorporated business establishments and
corporations which, in 1929, amounted to about 2.0 billion
dollars, have, in the years following, turned into losses
which, by 1932, rose to the total of 9.5 billion dollars.!
It must be noted that the measurement of business savings
and losses is conditioned by the accounting practices of the
country’s business establishments. These practices, in an
attempt to provide a conservative basis for business policy,
may give rise to a picture of income changes that will ap-
pear distorted to an observer using criteria other than
those set by the business world itself. Thus, the prevalent
rule of valuing inventories at cost or market, whichever
lower, may, in a period of rapidly declining prices, serve
to reduce the net savings or increase the net losses of enter-
prises, although for logical consistency with our measure-
ment for periods of rising prices it might be advisable to
value inventories on a cost basis only. Similarly, the pre-
vailing practice of straight-line depreciation based on the
original cost of fixed assets may mean, in a period of de-
clining prices, not merely capital preservation but actual
capital accumulation by the enterprise.

Another element of uncertainty in the measurement of
business savings is due to the inability of estimating accu-
rately the volume of actual withdrawals by individual en-
trepreneurs, as distinct from the net profits or losses sus-
tained in their business. Thus, in the case of agriculture,
withdrawals by farm operators were assumed to equal the
wage allowance for operators and family labor, there being
no direct information on withdrawals made by farm
operators for their living expenses; and in other industries
entrepreneurial withdrawals were usually estimated on the
basis of a salary allowance. The error in our estimate of

-business savings that can result from such crude approxi-

mations may possibly be of considerable magnitude. Thus,
the volume of business savings in agriculture for 1929 is
estimated at 1.2 billion dollars, accounting for about 60
per cent of the total business savings for that year. If
agriculture (the most important industrial source of busi-
ness savings or losses sustained by individual entrepre-
* Care must be taken not to confuse the terms savings and losses
used here with the common notion of business profits and losses.
By our definition, an enterprise saves when it pays out in wages,
salaries, interest, dividends, and other types of income received
by individuals, an amount smaller than the margin between its
gross intake from industrial operations and the cost of goods
(including in the latter all business costs not appearing in the
estimates as income streams). On the other hand, an enter-
prise sustains a loss when the volume of its payments to various
income recipients, including its owners, is greater than its gross
margin. The usual notion of business profit and loss defines
them as the residual share before and not after payment of divi-
dends and entrepreneurial withdrawals.







