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AMERICAN STUDIES
OF THE DISTRIBUTION OF

WEALTH AND INCOME
BY SIZE

C. L. MERWIN, JR.

THE genetic development of the analysis of wealth and income
distribution by size in the United States is not without a cause.
This one is tempted to seek in the strands of economic history.
The immediate impulse was a Census study by 6. K. Holmes
and J. S. Lord, entitled Farms and Homes: Proprietorship and
indebtedness in the United States at the Eleventh Census. This
special study, provided for by an Act of Congress dated February

22, 1892, was the culmination of discussions then raging in legis-

lative halls concerning the concentration of wealth.
The ultimate causes are farther to seek. The rise of industrial

trusts provides one clue. Although evidences of industrial inte-

gration in the United States appeared as carly as 1861 with tile
cordage iiidustry agreements the movement did not gaul mo-

mentum until the last quarter of the century when the Standard

Oil trust was formed. By the conclusion of the initiating trust-

proper phase of the moement in the 1890'S, statisticianS ha(l

already inaugurated analysis of the distribution of wealth, by

size of wealth holding.
Another clue is provided by the trend of wholesale prices.

Over the nineteenth century there was a secular decline in whole-

sale prices which the Civil War inflation merely interrupted.

From the currency restabilization in 1871 to the close of the Ce!]-

tury, prices fell more than a third. The year m 8q6 represented the

all-tinle low point. Persons enjoying fixed incomes (e.g., recipi-
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cuts of property income) stood to probE itoin falling prices; whilepersons burdened with fixed charges (e.g., arniers with mort-gages) felt the pinch of the price decline.
The mere existence of these positive correlations doeS not im-ply a cause-and-effect relationship between the USC of trUSts andthe decline in prices on the one hand, and analyses of distribu-tions of wealth and income on the other. Yet such

ConComitancedoes suggest a relationship between economic history and aca-demic interests, and warrants the preSUiflpttOii that wealth andincome distribution analysis was launched to hi! a pressing sxialneed, not merely to provide academic jousts for statisticians.Although the trust movement and price trends have been care-fully described and analyzed by scores of investigators, little hasbeen written on the statistical attempt to analvie the prol)knlsraised by this economic and social transition. The object of thispaper is to delineate, in Sections 1 and 11. the historical strandsof wealth and income distribution analysis. Fhese SectionS areconcluded by recapitulations in outline form, which set ye to em-phasize the salient characteristics of these earlier studics. in a con-eluding section speculation is vei it wed
concerning possiblereasons why distributions of wealth and of income thus far con-structed have been relatively inadequate.

I American Studie.c of (lie 1)j51r111uf ion of WealthI HISTORICAL AND
METHODOLOGICAl. RFXI EWThe stub of a tabular
distribution of wealth, by size, would sho

a series of wealth classes ranging from, say, 'o--$roo' to $ I .000,000
and over'. The frequencies would give the number of individ-uals, families, or some other wealth-holding unit in each class:
for example, the iuimbcr of peisons possessing wealth valued at
O-5OO' and at 'Si,000,000 and over'.'l'he two substantive elcfllc;Its in the distril,ution of wealth hr

size arc the nature and dollar amount of the wealth that is dis-
tributed, and the nature and number of the wealth-holding
units, The first is comrnofll? referre(j to as national wealth, the
estimation of which is a problem all its own) The SCcOfl(l hinges
I Sec Siiuo Kuinei S1udj,-, t'ohu,(' 7,,,, I i',u One.
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WEAL1H A'JD iNCO51I 1)1S RLIIUTION

on a decision as to among whom (or what) the wealth is distrib-
tited. We could, [or example, tabulate the distribution of wealth,
by size, among individuals, families, estates, corporations, and
other more or less homogeneous entities. In addition, the distri-
bution could he by subdivisions of each of these units. In this
paper the distribution of wealth is considered with respect to the
individual, family, and estate units.

No complete census of wealth holdings by any of these units
has ever been taken in the United States. Therefore, attempts to
construct a distribution of wealth must rely on samples of the
universe, or on wealth's possible functional relationship with
some other variable such as income, tax pavinents house owner-
ship. When samples are used, there is the problem of extending
the partial picture to give a complete description. Frequently the
other aids mentioned above are employed in this task, but some-
times the extetsion of the sample is a matter of slicer guesswork.
To enhance its applicability and augment its coverage, the sam-
ple may be treated beforehand, by means of supplementary data
and arbitrary assumptions. In any case the problems confronting
the investigator are numerous an(l difficult, as the descriptions of

these stu(hes on the following pages illustrate.

a) Holmes' atlemt
At least two publicized attempts were made in the last decade of

the nineteenth century to estimate the distribution of wealth in

the LJiiited States.
The first, by G. K. Holmes in J8,2 was a modest statistical

inquiry, based on census data, into the nurnl)Cr of families of (lii-

ferent economic characteristics n the lliiited States atid the
wealth possessed by each class of family. Of the i 2,690,152 [am-

flies enumerated in the i 890 Census, 11 ,5q',887 were classified

into six categories which included farm-hiring families, families

owning enuml)erc(l farms:, families owning free farms, home-
hiring families, families owning encumbered homes, and fami-

lies owning free homes. The allocation of families to these
categories was accomplished by a complicated profe(lure involv-

ing farm and home proprietorship data, avtigcs of the farm and

home possessions and indebtedness of the various types of fami-

'The Concentration of Wealth', Political Science (uarterlv, VIII (i8g). 589-600.



lies, assumptions as to the number of fartu.s and of fanli lies ot'(pying non-farm houses, and arbitrary allowances fot 'other' pos-sessions and debts of each class of family. Together titese fallijhjeswere estimated to possess 17,'56,8$7,3f3 Sjll(e the nationalwealth was set by Holmes at "about sixty bzllon5 of dollars"s91 per cent of the families, therefore, t)Wfle(J 29 PCi cent of thewealth, and, by subtraction, 9 per cent of the familic5 owned71 per cent of the wealth. Having estimated the wealth of thepoorer class, Holmes directed attention to that of the very rich,According to a New York Tribune estimate of 18q2,l there were4,047 nhjilionaires in tile United States.
I-h)jlflcs aSSIIIUC(i thattheir average wealth was $,OoO,000; which meant that they held20 per cent of the total wealth. His final distrii)ution of Wealth, inLorenz curve form, was:

.o per (eAt of families (i.e., time lllilhiOflaitcs) own 20 pci cent9 per cent of families (excluding
nhillionaim(s) OWn l pt' (Cutpci' CCitt families OWfl 29 per cem

From added comments of Holmes ('011CCrIIillg the wealth (us-tributioji among tile poorer (lasses, it is pOS5iI)l to split Llj) titis(listribution of wealth in 1890 Into five classes, front ridi to poor:
PIRCENTAGF Of FAMIi,

I'ik(:f r%t.i IIIci stt'Li: U5I I i)
sixtpj cu stit r I,.03

.t)'3
20 2(18.97

9.45)
527.00 36.00
2012.00 48.00

452.Ou i00u
5 lIMP

I)) Spa/i r's (list rib tition

T'he second Pre-twentieth century estimate of the distribution ofwealth, Statistically more pretentio0 than the fji st. was published
a Ibid.. . 590. ihe Ceu,1 estimate

oF the total valtie of tangible property i theUnited States was $6s,onoo.
e Cosnpr,jjj,,,,p u/the Ele,,g/1 Cenms: :8a(Washington '898), Part Ill, p. Holmes 6gure seems designed to approximate

this estimate, and perhaps the fact that it was made five years earlier rxplaimhy it fell five huh00 dollars shoit,This, and a sjmjhir X, I'm-k IFOTI(j list of mihli),Iaires ire descrjl4 in C. P.Watkjn5' 'The Growth of Large
Fortu,se.c' Publications

0/the American Economic-A5$ocjaljo,, d ser, VIfl
p41-7.5 Holmes op. cit., fI. 59g.
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by C. B. Spahr in 1896.e He based his analysis on figures for pro-
bated estates obtained from the Surrogate records of New York
State. Data were collected for '36 CoUnties, including the area
comprised by New York City and Brooklyn, and having a popula-
tion of 4,625,00c) persons, for October, November, and 1)eceniber
of 1892. Because they were not (teemed representative, the fig-
ures for New York City and Brooklyn were excluded, leaving the
accompanying distribution of probated estates, which was used
as the basis for the subsequent distribution of wealth iii the
tlinted States. Once these basic data were acquired, generalized

PERCENI - Il-ELI
A(.E OF 1 01 Al. A(; 01

WEALTh LASS Ks1%rF.5 FSI'ATLS RLAI;I I'I.kSOX.5l.I VE'1ill SVI%I III

assumptions and personal observation ("conimoti observation
shows") were relied upon to effect the transmutation of this dis-
tribuuoii for certain New York Counties into one for the entire
Country. Spahr reasoned that the figure in this category should be
increased about one-half to allow for the many small real estate
holdings not recorded in rural counties. Similarly, large pet-
sotialties were underestimated to avoid the tax, and small OflCS
were eaten up to pay debts; so the latter should be cut one-half.
Effecting these trarisformations, he arried at a 'corrected' dis-
tribution of these New York estatesY Thus far it has been pos-

sible to follow Spahr's statistical juggling even though one may
(hisagree with certain of his assumptions; but in the transforma-

6 The Present Distribution 0/ Wealth in the United States (New York, ,8g6).
r Ibid., p. 64. Spahr did not compute the wrcentagcs for his distributions, but
since they are utilized in the argument, they are inserted in the tables.
8 And Founding off the resulting figures to the nearest quarter million, Spahr
could well have added.
9 Ibid., P. 65.

PERCENT-

AGE OF
10111.

REALTY I'ERSONAIJY %VEAI.TII

PERCENT-

ICE OF
WEALTH CLASS ESTAILS ESTATES (millions 0/ dollars) wI:A1Thl

$5o,00o and over 6 2 2.25 6.75 9 56
50.000-5,000 409 22 3(8) 2.18) 5 31

Under $,000 1427 76 i.o .50 2 i3

S5o,000 and over 36 a S.i88.r,jo $6.6o6.I2 S.;91,66s 5r
50,000-5,000 409 22 2.950.323 2.233,871 5,ift1,i9(, '2

Under $5,000 1427 76 - i8g,668 i.oj,o 2.085,098 i
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tion of this last distribution into one for the entire
the statistical manipulations are hard to perceive. lie had
nounccd his intention of "applying these proportims (of the
above table] to the nation at kLrge",bo but he m(xhj tied this resolve
by saying "with much precision'' that one-eighth of tl "fajflj-
lies"" of the country hold property worth more than $5,000, This
decision was based on the distribution of estates in New York
City, the Census investigation of farm mortgages, the (liStrjh)tltiofl
for New York State outside the two large cities and the asstlmp.
tion of "a normal death-rate".' The further (livjSjofl of this
one-eighth between '$50,000 and over' and '$50 )o0,oi,fl' was
apparently harmonized with the projx)rtion (2 to 22) e.Juhjted
in the distribution above, SO that the table "for the natjoi at
large" becomes:

S I

t'rJt(:}:N I- II l'I Ru s I -
EAMII.IE.5 %(;E OF (bIlljlflJS 5(. )}

WEALTH (:LASS (thousands) r.SMIIIr.s of dolla;-s i IS Lt,IS5o,000 and over 125 I 51
5O,OOo-5.txx I,37' I I 2

titer $5,000 II .455)
I

Ecn if we accept as sulliciently justified Spalir's division of
family holdings into 12 per cent over and 88 per cent under
$5,000, there is still the question how he distributed aggregate
wealth. If these proportions were meant to follow those in either
of the preceding tables, then his arithmetic was 'rough' in the
direction of decreasing the ineq ual itv of wealth distil hut ion.
10 Ibid., p. 64.
11 Spahr changed his terntinologs from 'estatcs' to families without w;lIIiing 0!explanation. In the rest of his analysis he seems to use 'faniili,'s' and 'cstaI&almost indiscrjminatel%. Yet liv a family he tells tic (p. bbii) t hat he means "afamily of five".
12 Ibid., p. 66.
'3 Ibid. Spahr states (p. 66n) that "nearly one billion dollars [has becti] added [tothe aggTcgate wealth of the 'under S(Ma Catcgui] for si,,aU ("t.Itc 'nhIIaiIliI,Conly household goods and the like". It will lie I that the total aLgregatcwealth, $65,OOO, is that given liv the Elcvei,,h (ensl,s for ow title ssltta-tion of the tangible propert in the United States see ft'ot note aboVe) and thetotal number of Families is approximately that givei, tic the same (c!,.IIs ,CmnPenditun, Part I, p. 856).
14 On the other hand, the changes he made in the Iwtcerltage ol families it, eachclass serced to increase the inequality of wealth distribution relatice to that inthe preceding tables.



Before continuing t'e historical summary, it is interesting to
compare the wealth disLributions for i 8qo constructed by
Holmes and Spahr. Chart i shows these two independent esti-
mates in the form of Lorenz curves. The percentages of wealth
are plotted along the X-axis and the percentages of families along
the V-axis. Both sets of percentages are cumulated, from rich to
poor. The reference points are meagre, and the straight lines
connecting them are merely aids to the eye, not indicators of
where the intermediate points would fall. The difference in the
inequality indicated by the two curves is significant, but not so
striking as one might have expected considering the dissimilar
methods and the many arbitrary assumptions of the two investi-
gators. The greater inequality shown by Spahr's curve is prob-
ably largely attributable to the nominal value he placed upon
unreported estates, and to certain other statistical juggling in
which he indulged. It is hard to say which distribution is closer
to the actual distribution of wealth.
'5 Ibid., pp. 68. 6g.

FASILUES CUM U-

WE.A1.TH CLASS (thousands) SIMPLE WIrE.
$50,000 and over 125 1

WEALTH

(billions)
$3.o

CU Ml-

sistrIr l.Allvv
51 51

FAMIlY

AVERAL1:

$264000
50,000-5,000 1,375 ii 12 23.0 15 8.b i6,000
5,000 500 5.500 4-1 51) 8.2 3 19 '.5°"

Under $oo 5.500 44 iou mo
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Spahr did not elucidate this transition, but went on to subdivide
the 'under 35,000' class into '$5,000-500' and 'under $500' cate-
gories. The Census returns indicated that in the cities the iium-
ber of families owning over $oo worth of property was 'perhaps'
one-third greater than the number owning their homes, while in
the small towns and rural districts it was 'perhaps' one-sixth
greater. As few holdings of real estate were valued at less than
$500, "in the nation at large" the families worth more than $,00
numbered 'perhaps' 1,000,000 more than those that owned their
homes or farms. That is, about 7,000,000 were property-Owning
and about 5,500,000 could "justly be spoken of as propertyless".
Under an assumption that the latter, as a rule, had household
property worth $io, Spahr's final distribution of wealth for
1890 stood as follows: 15

PERCENTAGE OF t'ERCETA(.F

FAMILI}S .%(;(;I(ECATE OF WFMTII



c) Con1ribU1io1 of U'. 1. King

A decade elapsed before another inquirer seriously attempted

a distribution of wealth even for selected sections of the COLLlltrv,

and another twenty years before a third attempt was made to
distribute, by size of holding, the nation's material wealth.

Ckrt I

LORENZ CURVES OF HOLMES' AND SPAHR'S

D5TRIBUTIONS OF WEALTH,
UNITED STATES, ¶890

The pioneer work jlj the fieki of the dtstributioii of wealth
and income by size in the United States was (IOIIC h' W. I. Kirg
ill 191 5.16 Although he did not venture to derive a complete
distribution of wealth, his familiarit with statistical tools makes
his analysis ot the Massachusetts probated estates data stiflicicntl
important to warrant mention in this survey. The origiiial data.
themselves a landmark, arc contained in the 'I'e'ent-Fiflh A ,-
nmd Rrport (i8q. of time Massachusetts Rimi-cait it Smatistics of

16 IVeajfh and Income if the People of the Umt'd SSa1e (New oi k iuit )UIl
lishetl 1915, printing dtcd he.e is that of l92). cpeciaIh' pp. 64i-6.

IART ON
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Labor, and comprised the values of estates probated in Massa-
chusetts during the four triennial periods 1829-31, 1859-61,
1879-81, and i 889-91.' The estates were classified as to owner-
ship by males or females. For 40 per cent of the estates no in-
entory was filed. King excluded the estates of females and as-

suined that the non-inventoried estates were of the same size
and distril)ution as those filed with inventories. I-Ic found from

reports that the number of deaths of immalcs 25 years or
over in Massachusetts for the three periods considered (i 859-61,
187j-81 and i88qqi) exceeded the number of estatcs filed.
He assumed that these non-probateo estates were insignificant
in value, with an upper limit of $oo and an average value in
time first period of $37 and in the other two periods of $400.
ihe resulting (LisU-i bution contains twelve categories ranging
itoin So to oo,000. A similar analysis WaS made of estates
pi-obated during igoo in six Wisconsin counties, the original
(lata for which appeared in an unpublished manuscript by M. 0.
Lorenz. No attempt was made to derive from these Massachu-
setts and Wisconsin data a (listrihution of wealth for the entire
country.

\%Then King returned, some twenty years later, to the task of
constructing a distribution of wealth.' his insight into the prob-

'' C. D. Wright left the Massachusetts Bureau to head the new National Labor
Commission in i888, but he was nonetheless instrumental iii launching this survey
begun "some years" before publication of the l)relmiI1ary results fl 1894 (Massa-
chusetts Bureau of Statistics of Labor, Twenty-fifth Ann,:,:! Report. 18c)l, P 55)-
C. K Holmes also assisted the Bureau in this woik.

W. I. King, 'Wealth 1)istrihution in the Continental (jnitcd States at the Close
of 1921', Journal of the America,: Stalislical Association, XXII (1927), I35-3
'I'his article represents the product of a niuch more csacnsise investigation than
its length would indkate. King became associate(I with the National Bureau of
Economic Research soon after its establishment in 1920, and continued the study
of wealth and income (Iistril)utiOns initiated in his first hook, Wealth and !flf0711('.

With a corps of assistants he cullclructe(l distributions of both wealth an(l income
for the United States in 1921. As a result of his labors, two book-length matisa-
scripts now on file at the National Bureau of Economic Research were preparcil.
One, entitled 'fhe Distribution of Earnings, Income and Wealth in 1921'. IleVel
progressed beyond the typewritten stage, although it was completed and signed
by King on October i, 1925. The other, cntile(l 'Cradatiotis of Earnings and
Income II 1921', apparently came nearer puhhcatioii, for it was mimeographed
and given a table of contents and a tiLle page with a 1926 dateline. The latter
rilanuscript was a recasting of the first half of the former mantiscript.

Curiously enough, the aiticle here cited Was esseiitiahlv an abstract of the e,iiil



PART ONE

lem had broadened considerably. He not only realized that the
distribution of wealth among decedents was far froni being the
distribution of wealth among the living but he even Conceded
the criticism of Judge R. S. Galer and W. R. Ingalls that the dis-
tribution of wealth among decedents also did not measure the
distribution of wealth among persons near the end of their
careers. The latter relation, previously claimed by King, was
challenged on the grounds that (a) many estates are not probated
at all, (b) some property is held by joint title so that no court
record is necessary on the death of one of the title-holders, (c)
some property is transferred at death without any record of its
value (i.e., it is not inventoried), (d) gifts often anticipate death.
As a consequence, King concluded that the distribution of wealth
may be approached through three channels: distribution of (a)
estates, (b) wealth among persons shortly before death, (c) wealth
among all the inhabitants of an area. Since no data were avail-
able on the second type of distribution, King was limited to esti-
mating the distribution of wealth by the first and third ap-
proaches.

The Federal Trade Commission in its study of National
Wealth and income, published in 1926, presented data on estates
probated during 1912-23 in twenty-four counties in twelve
widely scattered states and the District of Columbia. By eStunat-
lug from Census reports the number of wealth-owners (defined
to be 'gainfully employed') who died in these wunhies during
these years, and by assigning to unreported estates an arbitrary
value of $ too, King constructed an estimate of the distribution
of wealth among decedents.20
portion of the former typewritten manuscript which, as just noted. apparentldid not come as near publication as the first portion on income.The present investigator was given permission by the National Burcau ofEconomic Research to read both these manuscripts. This makes it possible, inthis section. to amplify the description of King's methods; and in time next Section,to describe a hitherto unpublicizj distribution o income. In the discussion ofKing's 1921 distribution of wealth. referen will be made to the published articlerather than to the unpublishc,J manuscript, wherever possible.' King, 'Wealth Distribution . . .'. pp. iii, '44. King refers specifically toCh. X of W. R. Ingalls, Current Economic Affairs (York, Pa., 1924). On p. 44 ofIngalls' opus appears a recantation, by King. of the probatemi rclate'c method.20 King, pp. si, 144, 145. The data King used are contained in Ch. II (especiallsTable io on p. 58) of the Federal Trade

Commission report entilled NationalWealth and Iflcome, Sen. Doe. flfl. 6gth Cong..
ist Sess. (Washington, 1926). The
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In the manuscript the attainment of this objective was more
fully explained. Nine-tenths of the $260 billion of wealth in the
United States,!i i.e., $2o billion, were assigned to adults, both
male and female. Of these, 4,580,000 died during 1916--21, and
to these decedents were allotted $30 billion of the $230 billion
of wealth. By extrapolating relevant Massachusetts data, King
estimated that two-thirds, i.e., $20 billion, belonged to the 2,420,-
000 adult males dying during this period. With this as a back-
ground, he proceeded along two routes toward the distribution
goal. In the first, he plotted on double logarithmic paper the
Massachusetts and the federal estates data. Observing that the
two curves w're parallel in the upper wealth class brackets, he
extrapolated the federal data to the lower wealth classes in the
manner indicated by the Massachusetts data. The insufficiency
of this method became apparent when the total wealth thus dis-
tributed was summated: it turned out to be only a third of the
previously ascertained total of $20 billion. So this approach was
discarded in favor of another.

The second route to the distribution goal was rather more
devious. The federal data were first reduced from a gross to a net
estate basis, and the class limits correspondingly scaled. Then
King proceeded to distribute, by several estate classes over $50,-

000 and one class under $5o,000, the number of estates of adult
male decedents, and their values. The federal data distributed
the adult decedents that were in the classes over $o,000. The
rest of the 4,580,000 who died were put in the 'under $5o,000'
category. To this distribution were applied the 1890 Massachu-

setts figures for the percentage of estates belonging to males,
the 'under $o,000' class again being the residual. The resulting
distribution was reduced to percentages cumulated, and con-
verted to logarithms. The values of estates were distributed by a
similar procedure: those of males alone were made to total $20

billion, and i8go Massachusetts percentages were used to derive

the value of estates of males from the value of estates of both

Federal Trade Commission in its tabulation allotted $asS (the average value of

die poorm class of estates psubated) to the non-probated estates, while King, as

we have un, allotted only $i00 to such estates.
*1 An estimate cflered oy King on p. aa of an artide entitled 'The Net Volume

of Saving in the United Stat&, Journal of thy American Statistical Association,

XVI1I (yu). This figure Is appreptly an average value for 1916-19.



PART ONE'4
males and females. As before, the distribution above the $5o,000
mark followed the Ideral data, while the 'under $50,000' class
absorbed what remained.

With both these distributions rduced to logarithms, the next
step was to plot theni, after which readings were taken from the
urve to show the distribution of estates among the various per-
tentages of the holders. This made possible constru('tion of a
Lorenz curve aiid comparison with the Massachusetts data for
i88q-gi. On the basis of this comparison wealth seemed to have
become distributed much more evenly between I 88q-j 1 and
1916-21; so much more, in fact, that doubt was cast upon the
reliability of one or both sets of data. After consideration of pos-
sible sources of bias in the two sets, King concluded that the true
turve probably lay between the line representing the Massachu-
setts data and that representing the fedekal estates data.22

Developing W. R. Ingalls' method of analyzing inventories
and capitalizing income, King constructed the third type of dis-
tribution of wealth: among all the inhabitants 0 the United
States.23 His method was very complicated and the published ex-
planation is meagre. Examination of tile manuscript, however,
makes possible the following more detailed description.

King's general approach was (i) to distribute the farm wealth
among farm owners and tcszmts, (2') to distribute the non-farm
wealth among non-farmers, () t cointun these distributions
into a distribution of wealth among all property-owners.

Net wealth of farm owners was estimated from census reCOr(lS
by a complicated system involving sundry assumptions concern-
ing the proportion of agricultural debt borne by farni owners.
the proportion of tenants' equipment they possessed. and the
22W. L_ Crum has subjecthj these federal Ia l;i d;it. to iigoroiI% %tiIi'.ti(alanalysis in 'The Distribution of Vealtlf, Harvard Iiu5inr.c Ri'pm:. No. it(October 1935). He does not senture a complete distributio, of wealth: i,istcad.he ignores the lower wealth dasses and analyzes the tail of the di,ribution.along the lines laid dos n by Pareto.
25 King, 'Wealth Distribution . .'. pp. See especially Ingalls. op. cit..Ch. X, cited by King. This chapter is a reprint of an article appearing in Iron Age.October 4. 1923. wliith was written to disprove the popular belief that 2 per Centof the people own 63 per cent of the wealth in the United States. This belief,incidentally, is traceable to King's Wealth and Iuco,nr. Although he made noattempt to construct a distribution of wealth, Ingalls conclude-s r t.ac the rielw'.t 2per cent oin about one-third of the wealth.
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like. The final figure, for the end of 1921, as set at $46.5 billion,
which was then parceled out among the 3,928,000 farm owners.
This total wealth of farm owners was first distributed by size of
farm, on the basis of Census data on the value of farm property
in farms having various acreages. Since the Census gave also the
number of farms in each size class, the assumption that the pro-
portion of tenant-owned farms in each size class was the same
reduced this raw Census distribution to a farm owner basis. The
wealth in each size class was then split between owners and ten-
ants in the same proportion as total acreage in each size class was
split between these two groups. The final step was to cumulate
the wealth (size) classes and farm owner frequencies, and read
off at the desired wealth class intervals the corresponding fre-
quencies. Decumulation gave the distribution of wealth among
farm owners. The resulting curve was smoothed, and the total
wealth made to equal $46.5 billion. By similar statistical pro-
cedures and arbitrary assumptions the net wealth of farm tenants
was estimated and distributed.

King next turned the spotlight on the distribution of wealth
among non-farmers, including agricultural laborers. The first
step was to calculate the distribution of holdings in the stocks of
corporations. The next was to estimate the corporate bond hold-
ings of each wealth class. The funded debt held by individuals
was distributed among income groups in the same proportions
as interest payments. The third step was to distribute the hold-
ings of government bonds among non-farmers, which was also
done on the basis of interest payments.

The sum of the wealth thus far accounted forwealth of farm
owners, wealth of farm tenants, and securities held ii;' non-farm-
erstotaled only one-half of the census estimatc of $298.4 bil-
lion of privately owned wealth in the United States at the end of
1922. This Census estimate, when adjusted to December 31,
1921 conditions, became $281.2 billion, which agreed fairly well
with an independent Ndonal Bureau of Economic Research
estimate of $291.1 billion. Diverse methods were employed to
distribute the other half of the total wealth. Real estate was dis-
tributed along the lines indicated by Statistics of income data
on "profits from sales of real estate, stocks. bonds, etc.", "rents
and royalties", and "interest and investment income"; urban
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owner-occupied houses and other consumption goods were dis-
tributed according to the current money income received by the
corresponding sections of the population; and the value of resid-
ual, miscellaneous wealth items was distributed on the basis of
the Statistics of Income data on "profits from sales of real estate,
stocks, bonds, etc.", from "business" and from "partnerships
fiduciaries, etc."

As a result of this manipulation, King succeeded in distribut.
ing wealth among non-farmers by income classes. The next step
was to pass to wealth classes. The technique, called Method I-!,
was frequently employed by King and merits quotation:

"Met/md of Constructing a Frequency Table from a Table
Giving the Total Wealth and Number of Persons in Each
of a Number of Irregular Classes

i. Cumulate the number of persons. Cumulatc the amounts of
wealth. Plot the cumulated quantities against each other. Run a
smooth curve through the points.

2. Take frequent readings from the cul-ve showing the cumulative
numbers of persons and their cumulative wealth at each point.

. Decumulate the record showing the numbers of persons to findthe numbers of persons in the new classes. Decurnulate the wealth
readings to find the total wealth in each of the new classes. Divide
the wealth in each class by the number of persons in the class to find
the avetage wealth of the class.

Take the mid-points between the cumulative frequencies foundin (2), and plot against the average wealth in each class.
Take readings on this cumulative curve at the desired classlimits for wealth. Decumulate to find the numbers of persons in eachclass.

Get an approximate verification of the results b multiplyingthe mid-point of each class by the average wealth of the class andsunimating the products. The total should correspond with theknown aggregate of wealth.
If it does not approximately correspond, the number of classcin (2) is not large enough. By sumrrlating the wealth in separatesections of the distribution and comparing with the dectiiiitilaed

2 This appears to be a t,pographjml
error in the original manuscrij,t. l'rcsurnably 'number of persons in each class' should be suhftjtiflJ fur 'mid-poini ofeach class',
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figures in the early part of the curve, it may be possible to locate the
region in which the major errors occur. in these regions, more read-
ings should be taken in (2) and the later steps should be repeated.
This process should be continued until the results are satisfactory."

The final step in King's construction was to combine the three
distributions of wealth among farm owners, farm tenants, and
non-farmers. The resulting distribution gave the number of
wealth owners, i.e., income recipients, in each of 48 wealth
classes ranging from "$o up to $200" to "$40,000,000 and over".
In this manner $281 billion in wealth was distributed among 41
million wealth holders (i.e., income recipients).

Salient features of the inequality in the distribution of wealth
were pointed out at various places in the manuscript, by means
of simple percentages and Lorenz curves. The latter showed, in-
cidentally, the distribution of Massachusetts estates to be the
most unequal of the three distributions, while the distribution
of the estates reporting under the United States inheritance tax
was the least unequal, and the distribution among the living
occupied a middle ground. No conclusions respecting the social
desirability of the existing distribution were essayed.

King is credited also with a distribution of wealth for 1928,
constructed for the Hanover Bank and Trust Company. W.
Tresckow, vice president of the bank, published it in 1931 25

under the title, 'Estimated Cumulative Distribution of Private
Property of Individuals among the Entire Population'. The
cumulation is from rich to poor. The distribution applies to the
continental United States, as of the end of 1928, and contains
forty wealth classes. By means of Lorenz curves it is compared
with King's distribution for 1921. No comments concerning the
methods or data used in constructing the 1928 distribution are
offered by Mr. Tresckow. His sole concern is with thesignificance

of these data for trust departments of banks. Moreover, there

seems to be no publication by King describing this distribution.2

2 'Trust Business Possibilities; The Distribution of the Wealth of the United
States and Potential Triiston', iluvrough's Clearing House, September sgi, pp.

13-15, 43. 44.
sIn a letter to the writer dated April 4, 5938, King stated that the method was

fundamentally the same as that used in calculating the igat distribution of wealth.
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d) Doane's 'greater diffusion'

Since King's endeavors, only one atteIflJ)t to distribute by size the
wealth of the people of the United States seems to have been pub.
lished: that by R. R. Duane in 1935. In a series of articles in the
Annal:sl,2? Mr. Doane patently set out to justify the I)1eseit dis-
tribution of wealth, using as his l)aSIC data prol)ate(l estates fig-
tires previously analyzed by other Sttl(ICflts of the problem and
tdX payments information appearing in official pttl)lications. The
latter procedure holds special interest for us, since by means of
total tax payments and certain other information in the l'reasurv
Department's Statistics of Income and the Census publication.
Financial Statistics of State and Local Governme,zic, ') ;2, Doane
constructed a distribution of gross private wealth holdings by
income classes in the United States for 1932.25 He launched his

7 'Summary of the Evidence on the National Wealth and its mt leasing Diffti'j011'.July 26. 1935, pp. 115-8;
'An Accurate National Wealth Census: Statistical and Other liinitalio,is'. Aug.2, 1935, 158;

'Tax Pa)ments as an Aid to More Exact Meaqirem of Wealth Distributions',Aug 9, ig;, pp. 189, 214;
'Changes in the Distribution of Wealth Since i88o; (;reaicr Diffusion SIinwn.Aug. i6. Ig. pp. 222-4:
'The Geographic Distribution of the Phrskal %Vc'alth in the lnited States'. \m.'5' 1935, pp 676-9,
'Property Ownership by States; Security Holdings. Insurance Fquities. eie.. Dec.20, 1935, pp. 844-6;
'The Division oh the National Wealth between Farm and Non-Fa,-m Piupeits'.Jan. a, 1936, pp. ig6, 197;
'Distribution of Corporate, Individual and Phuic Debts and Fqi,ii ie, i \I.n15, 1936, pp. 7L8, 719. 725.

Several other dunq1jsf articles, not origi,ialls intendeil to be :i pail nit his SCInevertheie belong there:
R. 1-1. Jackson, 'Full Text or Memorandum on the National Wealth and lis l)k.tribution', Aug. 30, 1935, p. 292 (a criticism of tile niethods ;,iiil fi"ttr' usedby Doane in his third article);

R. Doane, 'Rejoinder', Aug. o, iq5, pp. 292, 293, 312;N. Whitney, 'Weakness of Data Supporting
Conch,,c011 of tIicrease iii l)iIfusion of Wealth', March 6, 1935, pp. 368, 369, 392:

R.. R. Doane, 'Statistical Bases for National Wealth Ectimat' MaI(hl '. ii't.p. 478 (a reply to Whitney's
Cliticism);S N. Whitney, 'Statistical Bases for National Wealth Estiniat piil in, iq6pp. 562 (a further rebuttal to Doane, in letter form).2$ See p. i8g of his third article listed above. lflCi(lcfltall5 Doan' in ses-cijl ii,stances cites p. 68 of the Census report on Fi,,a,,cji,1 SIaljifjrs of Slate atnj Iota!
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construction by distributing total tax payments (other than fed.
era! incore taxes) by income classes above $5,000, adding cor-
porate taxes to this total and allotting the rest of the tax bill (as-
certained in an unexplained manner) to all income classes under
$5,000. Although some of the arithmetic is not clear, Doane
seems to have distributed the Census total for annual valuation
of property among (i) income classes over $5,000, (2) corpora-
tions, () a 'non-reporting' group later assumed equal to income
classes under $,000. This allocation was carried out roughly
according to a Census estimate that the average tax rate per $ioo
of assessed valuation was $3.o8 111 1932. The tax payments were
distributed among the income classes over $5,000 apparently in
proportions derivable from Statistics of Income data for 1932.
His references to this source are too general to allow checking
these percentages. Once the general property was distributed,
the corporate holdings were dropped out, the group 'non-report-
ing' was labeled 'under $5,000', and the addition to this distri-
bution of intangible property was undertaken. Relying pri-
manly on Statistics of Income data he allocated, to the various
income classes tax exempt securities, other bonds, notes and mort-
gages, capital stock, savings and other deposits, and life insurance
equities.2 His resulting distribution presented total gross hold-
ings by income classes, with incomes above $5,000 divided into
nine categories, and those under $5,000 included in one category.
No figures were given for the number of wealth holders (or of
income recipients). During the week a significant transformation
of this distribution took place, for in the next (the fourth) article
it was summarized in such a fashion that tile incomes under
$5,003 fell into four classes, and the percentages of total number
and value were given not only for each of these four classes but
also for each of eight classes over $5oo0. Neither the method of
ascertaining and distributing the number of wealth holders nor
the manner in which the wealth holdings of the 'tinder $,000'
class were divided into four sub-categories is indicated. No abso-
lute figures are given in the final distribution, only the perc.nt-
Governments, 1932, when he must mean p. (16; a VbIe of contents appears on
p. 68.
2911 was with this phase of his analysis that K. H. Jackson, then Counsel (or the
Bureau of Internal Revenue, raised his most serious objections. Jackson charac-
terized Doane's figures as "very misleading"; see if nnalzst, Aug. 30, 1935, p. 292.

I



fr

S

20 PART ONE

ages of an unknown total. Apparently it is to be taken on faith,
and in any case it is in terms of wealth per income class, not per
class of wealth holders.

The rest of Doaiie's analysis, in which he tries to demonstrate
an increasing diffusion or lessening inequality in wealth distri-
bution since i88o, is not of particular interest to us because he
uses (sometimes in misleading form) 30 data, prepared by other
investigators, with which we are already fainili1i: Mcachttsetts
estates data for 187q-81, Lorenz's data for six Wisconsin counties
in igoo, King's computation of a complete distribution of wealth
for the continental United States in !2 i, and, finally, his ow
figures for the distribution of wealth in

e) Lehmann's novel method

In recent years an ingenious method for estimating the amount
of wealth held by the richer classes has been employed by Fritz
Lehmaiin, In his contribution to Political and Economic De-
mocracy a general outline of the method is presented. In a later
publication, it is explained further.31

Briefly, the method runs as follows: From the estate tax tabu-
lation in Statistics of Income ascertain the average value of es-
tates in each estate class by subtracting 90 per cent of the 'Debts,
unpaid mortgages, etc.' from the 'Total gross estate' and divid-
ing the remainder by the number of returns in the given estate
class. Determine by correlation the function relating this aver-
age valuc of estate to the item 'Capital stock in corporations',

30 For example, estates of females were not excluded loin the \Iassachucects daLi.
although King was careful to subtract them because it could not he expectedthat their estates would be comparable to those flied b males. itv including theestates of females, Doane increased the inequal;ty of his earliest distribution.which had the effect of indicating an increasing diffusion of wealth throughtime when it was compared with the later figures.
33 Fritz Lehmann, 'The Distribution of Wealth', Political and Foio,,iic J)'iocracy, ed. by Max Ascoli and Fritz Lehmann (New York, I97, ijj:Gerhard CoIm an-I Fritz Lehmann, Econonik Consequencc of fleceuf .I,nericauTax Policy, supplement i. (1938) to Social Research. See especially pp- 0-55. andAppendix A, prepared by Charles Stewart, entitled 'Method of Estimating theInfluence of the Personal Income, Gift and Estate Taxes upon Savings atiti theDistribution of Wealth', pp. gt-8. For a detailed statement of the technique andevaluation of its adsantages and limitations see Charles Ste;sjit. l'ai t iwo. ilk.cussion by %V. L, Crum, Milton Friedman, arid Fritz Lehman,1 anti Mi Scessartreply.
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found in the same estate tax table. By means of (a) this function,
(b) the personal income tax tabulation of 'Dividends on stock
of domestic corporation', and (c) an assumed average dividend
rate for common stock, compute the average size of estate cor-
responding to the various income classes. That isto say, from tile
regression line associating stock holdings with average size of
estate 'read' the average size of estate corresponding to the capi-
talized value of common stock dividends.

There are several statistical defects and arbitrary assumptions
implicit in this method, as Lhmann is careful to emphasize.
Moreover, it gives only the tail of the wealth distribution, and
fails to tell anything about the bulk of the wealth holdings.
Finally, it shows the wealth holdings by the constituents of in-
come classes, not of wealth classes; so there remains the problem
of passing from income to wealth classes. Nevertheless, the results
have a fair share of utility, and Lebmanu's analysis is an excellent
example of those problems the study of which is facilitated by
a knowledge of the size distribution of wealth and income.

2 PURPOSE OF THE STUDIES

It was no mere coincidence that the Sherman Anti-Trust Act
and the genesis of a more or less intensive study of thi" distribu-
don of American wealth both occurred in the last decade of the
nineteenth century. The first phase of the so-called trust move-
meincharacterized by trusts-proper, such as the original Stand-
ard Oil combine of i 879----was drawing to a close, and the growth
of monopolies was about to enter upon its second phase, that of
holding companies and giant consolidations. Moreover, the
secular fall in prices had reached its trough.

a) Early students ethically motivated

Both Holmes and Spahr seemed to be gravely concerned about
the inequality in the distribution of wealth indicated by their
estimates. They were apparently more interested in the social
implications of the figures they compiled than in the accuracy
and representativeness, from a statistical standpoint, of their
resulting distributions. Holmes did not make a specific study of
the tax problem in his artide, yet he did suggest "progressive
taxes on income, gifts and inheritances" to keep the concentra-
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tion of wealth from going too 1ar. Spahr, ilthotigJi his l)ook
was labeled The Present Distribution of Wealth in the tins/ed
States) nevertheless felt that the inequality in this distri'titiot
warranted devoting the concluding portion of his text 0) tlw
problem of taxation, especially the inequity of the tax l)urdcn
iii relation to the distribution of wealth and income. Singularly
enough, although he was Writing l)Ck)rC the (lays of our iliconw
tax, lie conciuded that the tax lmrden with respc(;t to 111(011w
was relatively just, but with respect to wealth, relatively unjust.
He even forecast a progressive property lax. SO alarmed was he h
the widening gulf between classes. Finally. Spahir pondered tax-
ation as a solution to the wealth distribution prol)lem long
enough to perceive that "the future laws which) shall make better
or worse the (listrlhutjon of property are likels to accomplish
their end, not by the bodily transfer of property front one class to
another, but by making more equal or more unequal the (histri-
bution of the future incomes of the people". This quotation
confirnis a Suspicion held as early as Spahr's day that the real key
to the problem of the concentration of wealth resided tilt ima tcl
in the disti-jbutio of income.

b) King's purpose .clatistical

By the time King made his analysis of the Weal//s and lneo,neof 1/se People of Ihe United States in i q i rj. he was able to say
without serious danger of being controverted that the distribu-
tion of irICon)e was more important than the distrihutloit ofwealth, and that the latter would not iteed to be analyzed, wereit not that the lession of wealth gives power. Before launch-ing his statistical inquiry, King discussed in general terms theproblem of wealth concentiitio,i, and conclu(te(l that only amoderate (not the existing) iliequality in distributl911 of wealthwas justified by social and economic considerations. Not untilthe end of the hook did lie revert to the ethical probleni iiivolvedin wealth and income distribution wheji he cited POPtIlatioII asa controlling factor, and emphasized the slogan "Poverty mustgo".34 No program of taxation was proj)osed and a transfer of

32RoImes op. cit., p. 600.
33 Spahr, op. cit., p.
'4 King. op. Cd., pp. 238-55.



wealth was frowned upon. The problem foremost in his mind
seemed to be statistical. I-Ic was concerned with constructing an
accurate and representative distribution of wealth for i io. It
has already been pointed out that this analysis was only for
selected sections, not for the country as a whole. Therefore, our
chief interest centers on a later work by him, in which a complete
distribution of wealth for the continental United States was es-
sayed.

In this second study, King seems to have changed his mind
somewhat as to the usefulness of wealth distribution ana1ysi,
tor he states that "from the social standpoint, nothing can be of
greater significance" than the distribution of wealth per person
or per family.3 As before, he asserted that "the outstanding
characteristic of wealth is that to its owner it gives power", and
that "the possession of wealth is a great convenience"." He now
emphasized, perhaps more than before, the p&litical significance
of wealth, a wide diffusion of wealth being taken to imply politi-
cal stability. Aside from these brief comments, King in his
second study was concerned solely with the statitica1 problem
of constructing a distribution of wealth among the inhabitants
of the United States. Even the slight ethical tinge of his preceding
study is absent, by design."

c) Doane an apologist

The purpose of the most recent complete distribution of wealth
is not far to seek. Doane is an apologist for the present concen-
tration of wealth in the United States, and his purpose was not
only to show that wealth concentration is decreasirg but that
the current inequality in the distribution of wealth is justified
on the basis of age differences in the population. The problem
of statistical analysis seemed to be secondary, though the study
'5 Wealth Distribution in the Continental United States at the Close of 1921',
p. 139.
"Ibid., p. 140.
aT Ibid., p. '53. No elaboration of this teleological design is offered in the manu-
script. King dismissed the question by referring in the Introduction to two groups
particularly interested in the distribution of wealth and income: reformers and
sales managers. The former need to know the facts about inequality of wealth
holdings and income receipts in order the better to carry out their social programs.
The latter are anxious to know how wealth is distributed and income divided in
order to gauge correctly the demand for their producta.

23WEALTH AND INCOME DISTRIBuTIoN
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is replete with figures. It is to be expected that I)oane would
steer clear of such problems as redistribution by taxation. politi-
cal stal)ility, and social security, which engaged earlier studejits
of the wealth question.

3 STATISTICAL ADEQUACY OF TIlE STL)DIES

So far as statistical adequacy is concerned, all our inquiries have
been impeded by a dearth of pertinent data. In addition each
study has individual defects.

Holmes, relying on Census data of farm and home proprietor
ship, did not construct a frequency distribution of wealth hold-
ings; he was content with noting, after the fashion of Lore,iz
curve analysis, the proportions of wealth held by given propor-
tions of the population, and no rigorous accuracy for these fig-
tires was claimed. In general, Holmes' study presents only rough
estinlates of the general concentration of wealth holdings inthe United States, and is not quite in the same class with the
later studies.

a) Spahr's wea*nesses

Spahr, by utilizing a method long popular in Europe, attempted
to construct an actual frequency (listribution of the wealth hold-ings for the entire United States. We have seen that he relied
on probated estate records for New York State outside NewYork City and Brooklyn, and on certain Census farm mortgagedata respecting the value of farms. In addition to his too free useof 'common observation' when statistics were either few orbiased, Spahr's analyss is open to the folloviiig OhjCCtiofls:1. It seems improbable that New York State outside of themetropolitan area was rcpresentatj%e of the entire country, es-pecially in i8qo, with respect to the distribution of wealth. Not

58 An oft-quoted statement from the Preface (p. v) of Spalir\ hook, folloivc: "lhcconcIusio reached respecting the present distril)IItj0fl of property aIR! H1(Ornesare in the main those which
common observation has forced upon thought ml menand women in the ordinary walks of life. The writer has learned, and hopes toteach, that, upon matters coming within its field, the common observaijoiu ofcommon people is more trustsvorthy than the statistical investgario,us of themost unprejudiced experts. Indeed, he has come to believe that soci;tl statisticsare only trustworthy when they show to the world at large what commo, ob-servation shows to those personally familiar with the conditions descrit)e(1"
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only was New York State one of the first to be colonized and
settled, hut it was also industrial while the states in the South
and growing West were predominantly agricultural. The one
link made to farm mortgage data seems insufficient to com
pensate for this basic dissimilarity.

2. Even if the data for New York State were representative of
the entire country, there is still the question of how closely a dis-
tribution of wealth among decedents represents the more realistic
concept of the distribution of wealth among the 12,500,000 fam-
ilies in the United States. As mentioned above, this defect has
long been recognized, for not only are many estates never filed
for probate, but some of those which are filed have no inventories
attached, considerable property is held jointly (e.g., by husband
and wife), and gifts in anticipation of death are common. In ad-
dition there is a tendency to underestimate large estates for tax
reasons and exaggerate small ones by failing to specify the debts.
By adjusting the original data Spahr tried to overcome some
of these defects, but not until King's first study was a systematic
attempt made to correct for these errors.

. As already pointed out, 'it is estimated' is the weak point
in Spahr's entire analysis, and his resulting distribution of wealth
was little more than a guess, bearing only general similarity to
the probated estates data originally intended to be basic.

4. An identity was assumed between estates and families that
is neither explained nor readily apparent.

. Finally, no careful definition of wealth was attempted.
The concept employed seems to involve both realty and per-
sonalty, while the chance that there might be overlapping be-
tween the two in his complete distribution was not mentioned.
The total aggregate wealth actually allocated to the i 2,500,000
families was apparently a Census estimate of the tangible prop-
erty in the United States.4°

391.e., his estimate that about one-eighth of the farms seemed to be worth more
than $,000 each.
40 According to the Compendium o,f the Eleventh Census, 1890, Part Hi, p. 94,
"The true valuation of all tangible property in the United States, exclusive of
Alaska, at the close of the Census period, i8go. amounted to $65,o37o9I,197." No
account is taken of "credit money, or of promissory notes, mortgages, or securities,
although such items are frequently subject to ad valorem taxation". True valua-
tion' is construed to mean 'fair selling price'. Real estate constitutes two-thirds of



b) King relatively sutis/acloiy

King, in both his studies, gave evidence of being a relatively
thorough and careful stati3tician. Yet defects are present. In his
book, Wealth and Income, he atteiiiptcd partial Coverage in his
distribution, using probated estates data for Massachusetts and
Wisconsin. Such records are open to the objections pointed outin connection with Spalir's study, while King's attempts to over-
come some o the more obvious defects in these original data are
questionable. He offers no justification for his maximuiii limitof $oo assigned to non-probated estates of Massachusetts maleswho died when 25 years or older, and one wonders why he should
have assigned an average value of $375 to such estates in the firstperiod studied and $400 in each of the other two. A. A. Younghas suggested as a further criticism of King's method that lieshould have allowed for the much greater inequality of posses-skins among men at the close of life than among men with anormal age distribution.4' Finally, even for Massachusetts, thedistribution constitutes only a sample, since the 40 per cent ofthe estates filed without inveno- were assumed to be distrib-uted in the same proportions as the other io per cent. A similarcriticism is applicable to all the distributions based on probatedestates records.
King's second, more alnljitjous attempt to Construct a (histri-bution of wealth for the entire country was so inadequately ex-plained in the published article that evaluation of it must havereference to the manuscript description. The use of probatedestates data_thi method King employed in his first i q2 i chist ii-hutiOl)_.Jis already been criticizc(l. It need only be added [fiat1Iii $65 bill ion toiji, with iaih-oails aiikiiig '(Ton(, Otiwi i1rjii Iku,l aic pI;IIomachinery and raw materials plus fInishc(l goods o, hand farm inrentot icc iii-eluding livestock, mines and quarries, gold and siJcr, anti ions.ping and canals. According to Part I of 11w Cmn/)e,l(lj,,,fl

i 6. th nlllsII)erof families is put at '2.6go,i
41 A. A. Young's review of King's I VeoltI (Old !iUoflj Quatle,/ jm,n,uj c,i Linomics, XXX (1916), 583. This criticism while not obvious a riorj, may heborne out by King's 1927 article in which the distribution of wealth among allthe people of the United States in 1921 was shown to be less unequal than thedistribution of wealth

anlolig decedents iii t%velltVfotir .scattere(1 Counties tltiii,i1912-23 (p. 151). on the other hand, the metilod of constr(mctiig the 1921 tlistribulion (on the basis of income classes) may hjve beets 511th as 1<) ;lticiitiate theinequality in the distribution.
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the divergence among the distributions obtained by the differ-
ent applications of this methodi.e., Massachusetts data ot
1889-91 and King's two wealth distributions based on probated
estates and described in the manuscriptdoes nothing to dis-
pel the doubt cast over the results. The process of capitalizing
incomeKing's second 1921 methodis likewise dangerous be-
cause the returns from different but monetarily equal units of
capital vary greatly. Since two persons with the same income
from capital may have widely different amounts of capital, it
would seem that a distribution of wealth constructed by capital-
izing income is essentially a distribution of income. Wealth
holders are classified by income classes and the aggregate wealth
is distributed among these wealth holders roughly in proportion
to their incomes. Such results may give a general idea of the
distribution of wealth; but as frequency distributions amenable
to measurement and interpretation, they are obviously inade-
quate. In addition, this method required the assumption that
the class of wealth holders is identical with the class of income
recipients. Unless the wealth tally was sufficiently refined to reg-
ister relatively minute holdings, it would seem that the latter
class was larger than the former. Also, if capital losses were takeii
into account, it might well be that certain persons with wealth
would still have no income. Finally, the assumptions required
in utilizing the farm and income tax data were not only numer-
ous but also arbitrary.

c) Doane confusing

Compared with Doane's construction of a distribution of wealth
for 1932, King's statistical method is a model. Doane's analysis
is more heavily documented, but not much more effectively,
since certain page references are so general as to be virtually
useless. Because Doane follows the principle that the real prop-
erty of an individual is some multiple of his tax payments, he is

open to a criticism similar to that inveighed against King: an
average tax bill per unit of assessed valuation is bound to con-
ceal variations that would alter radically the wealth holdings of
individuals. Further, his method of passing from assessed valua-
tion to real value is based on another general average derived
from National Industrial Conference Board figures, and is open
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to the same criticism of concealing significant variations among
properties. Since not only assessed valuations but also tax rates
may vary markedly from section to section, and among kinds
of property within a section, such estimates of the distrIl)UtjOfl of
real property are questionable. Doane's distribution of such per-
sonatty as securities, life insurance, and savings deposits has not
only been found factually wanting by R. H. Jackson,42 but also
involves the previously criticized principle of estimating wealth
by capitalizing income. In general, it seems that Doane greatly
exaggerated the number of holders of such personalty by fafling
to consider duplications arising from the fact that one person
may hold stock in several companies, that many life insurance
policies are industrial and others weekly (among wage earners,
especially), and that a person may have life insurance policies
and savings deposits in more than one institution. Moreover,
Doane's resulting distribution of percentages explains neither
how the number of wealth holders was estimated and distributed
nor how the class interval of 'under $5,000' was subdivided into
four categories. Finally, Doane does not convert his 'wealth
holdings by income classes' into the more consistent 'wealth
holdings by wealth classes'. Doane's distribution resolves itself
into a distribution of wealth arranged in the proportions in
which income is distributed, which is in turn tnade to follow
the distribution of tax payments. Precisely what meaning such
a distribution has is hazardous to predict.

In general, the statistical picture presented by these attempts
to construct distributions of wealth holdings by size in the tiiiited
States is as gloomy as the picture of our concentratjoi of wealth
itself is to some people. Not only is there a paucity of pertinent
data, but (a) no decision has been made as to what constitutes
wealthwhat that is, should be distributed among the individ-
uals or families, (b) there is no agreement whether wealth dis-
tributions should be on the basis of individuals or families (or
424nnali.cg, August o, p. 292.
48 This would deceptively show a greater diffusion Ihrougl time (when comparedwith earlier distrjbutjo based on estates), for income is distril)utc(j more eeiiI'than wealth because human skills and capacities are not incltuIcI in ealth ectimates.
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estates),44 and (c) there is some question as to the intrinsic use-
fulness of a distribution of wealth, when a distribution of in-
come is contemporaneously available. King suggested as the
chief merit of the former that it revealed the distribution of
power and of security against emergencies. But it may also be
argued that the distribution of income is equally revealing as
to the distribution of economic power, and more important in
certain tax problems, in analyses of savings and the velocity of
money, in the problem of welfare horn the subsistence and stand-
ard of living viewpoint, and in economic theory. The problem is
complex, but it has yet to be proved that a distribution of wealth
is of as great intrinsic value in the study of social prsblems as a
distribution of income.

4 RECAPITULATION OF WEALTH DISTRIBUTION STUDIES

The salient characteristics of these earlier studies of the distri-
bution of wealth can perhaps best be contrasted by an outline
that emphasizes in summary form major points of similarity and
difference.

OATE OF

DISTRI- RSIS
XAME OPLS BUTtON OF £STSMATF UNIT PURPOSE. REMARKS

G. K. Holmes 5893 s8go Tangible Census Soda Isuggested
wealth, Family restrictive taKes:

Census only outline of
estimate frequency distri-

bution given.

C. B. Spahï iSg6 5890 Estates pro- Estate Social - taxatioo
bated in N. Y. Family problem analyzed;

State perceived income
distribution as
vital.

W. I. King igi i86o Estates pro- Estate Statistical. Corn-
i88o bated in Mass., plete coverage of
i8o and Lorenz U. S. not attempt-
sgoo estates data for ed. Income distri-

six Wis. bution more re-
counties vealing.

4'Jn addition, in those distributions among families. ISO attempt is made ti
refine the Census concept of what constitutes a famihr.
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Ii Aiierjcwz Studies of the Distributw,i of income

I HISTORY AND METHODS

Analysis of the distribution of iflcome seems to have been secon-
dary to, and certainly came later than, study of the distribution
of wealth. Yet in discussion of social problems the former soon
gained a significance not accorded the latter, and recent attempts
to construct adequate distributions of income have l)Cdfl not
only more numerous but also on the whole ziiorc succesfuI tiiaii
similar endeavors in the field of wealth distribution.

The problems encountered in constructing a distribution oi
income are similar to those faced in building a distribution of
wealth. As before, there are two substantive elements: income
and the receiving unit. The former has no Single simple mean-
ing. The money value of the total flow of economic goods ema-
nating from wealth (both artificial and human) during a period
such as a year is Commonly referred to as national iIl(OIflC, coit-
cerning which there is already a considerable body of acadctniu
literature, an imposing array of estimates, and an CXtCflSive
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amount of government as well as public press discussion. But the

total that is employed in constructing a distribution of income

by size need not be, and for many problems should not be, the

same as the total that is relevant as a comprehensive measure of

the end-product of the economic system. The second element--
income recipientadmits of as many definitions as the wealth-

holding unit previously described.
As with wealth holdings, there has been no complete census

of individual or family incomes in the United States. Therefore

the problem is again one of raising a sample to universal Cov-

erage. It is chiefly in the nature of the samples in the assumptionS

used in inflating them, and in the choice of income recipient

that the various distributions of income differ.

a) Spa/zr first to try

As a sequel to his construction of the distribution of wealth,

Spahr in i 8g6 essayed a distribution of income among families

in the United States. There were tour steps in his analysis.

Total national income was computed on the basis of Census

returns and labor bureau reports of state and federal govern-

ments. Agricultural income was assumed equal to the 1889 value

of farm product plus an estimate of the rental value of farm

houses. Manufacturing income was derived from Massachusetts

data on wages and profits and from railroads and mines data

in the Census reports. Service income was based on wages and

profits in stores, while professional income was estimated from

that of ministers and doctors. In estimating manufacturing and

service income from wage rates (not earnings), average unem-

ployment was allowed for in the following proportions: a dollar

a day implied $260 per year, while $8 per week meant $6o per

year. Income from urban real estate was estimated at 6 2/3 per

cent of its value. The tots! income, prior to taxation, of the 22,-

735,000 persons gainfully employed in i8go was finally set at

$io,800,000,000.45 This total was distributed among the 12,500,-

000 families in the United States.

Spahr, op. cii, Ch. V and VI, especially pp. io.. 105. This is more than a

billion less than King's 1915 estimate of the national income in i8go (see Wealth

and Income, p. 152).
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After enunciating the generalization that capital re dyed two.
fifths of the national income, and labor of all kinds the other
three-fifths, Spahr declared that the 'safest guides' in the distr
bution of income by classes were the previously ascertained dis-
tributioti of property, 'common observation' respecting the pro-
fessional and business incomes of the wealthy and well-to-do,
and Boston data on the distribution of rents.4° On the basis of
these guides, Spahr decided that the '$o,000 and over' ClaSS Of
wealth holders corresponded to the '$5,000 and over' class of in-
conic recipients, with the modification that 75,000 of the well-
b-do families with pOSSessions less than S-o.000 were also in the
'$5,000 and over' income category, thereby swelling the families
in this group to 200,000. Similarly, the '$o.000S,000' class
of wealth holders was assumed commensurate with the 'S.000-
$1,200' class of income recipients. The above ad justnleiit whereby
75,000 of the families in this well-to-do class were promoted to
the '$5,000 and over' category left i,'oo,000 families in the well-
to-do group. 'T'hus far the wealth class intervals have been con-
verteci to income class intervals, anti the number of families in
each class redistributed

'Flie transfer of 75,00o families to the wealthy class was ac-
companied by an increase of $2.5 billion in the wealth hol(lmgsof that group, while $i billion (representing household goods
were subtracted from this figure, leaving a total of S3l5 billion.The wealth holdings of the well-to-do were rc(luccd S4 billion
because of this family shift and on account of household goods,
while the wealth of the poorer class was t-ut Si

. billion l)y the
deduction of household goods. These classes therefore had left
Si q billion and S7.5 billion, res})eUiel)' The rctui ii on this
capital was estimated at 7 per cent fur thic svealtliv and well-to-do
classes, and 8 per tent for the poorer classes.

The final step was to estimate the average labor income of the
families in each class. That for the wealthy classes was set at
46 Spahr, o. cit., pp. i l2I. The icuIcr is rcfcrrc(1 in Spain's disti iinitioii ofwealth piecented in Sec. 1, i, b alc, which is used as the tari hg point lotrite construction of his income (listril)lllIon
4 !büL. pp. I2-. No reason is gicn for ih choice of these ilirert rtt, andOHC hi n ide, si Ii I he poor shot, 1(1 cli joy a ii igitet ei ui a t' i et 'ui, i bin (litrich. .Sureiv (lie pooi- are not better able to snake wise aiid luciatice ins estluelits
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$,5oo, for the well-to-do 51,200, and for the poorer 5980, the
last-named figure being a weighted average of an urban income
of $500 and a rural income of $3o0. Although no precise method
for estimating these averages is given, they are probably based
on common observation, and made to jibe with the aforemen-
tioned dictum that labor of all kinds received three-fifths of the
national income.

C. B. Spahr

DISTRIRU1 ION OF INCOME IN THE tJNITEI) STATES, i8qo4S
(PRIoR Ed TAXATION)

It is possible to expand the resulting distribution, sumlflariZe(l
ni the accompanying table, by an added comment of Spahr's:
More than five-sixths of the income of the wealthiest class is re-

ceived by the 125,000 richest families, while less than one-half
of the income of the working-classes is received by the poorest
6,500,000 families." This statement has been introduced by the
present writer into the foregoing table, and average family in-
comes computed. with the accompanying approximate results.

C. B Spahr

EXPANDED DISTRIBUTION OF INCOME IN THE UNITED STATES, i8

A. J. Ferris, a Philadelphia writer with pronounced precon-
ceptions, cast Spahr's income distribution, by a series of unex-
plained adjustments and assumptions, into a different form.

48 Ibid., p. 128.
4 This allocation of "less than one-half" is arbitrary.
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Distribution of Incomes in the United States,5' he was concerned
primarily with pointing out the utility of income statistics, the
available American data on incomes, and their insufuiciency for
the construction of a complete distribution of income. He tried
to derive the distribution of income from property, but finally

concluded: (a) the number of persons receiving income from
capital is large but unknown, (b) the total national income from
capital cannot be accurately determined, (c) the distribution of
income from property is a futile quest. Although he realized that
value of farm product was not equal to net fat-in income, and that
wage rates were not distributed in the same fashion as earnings,
Streightoff did employ such figures to construct a "distribution of
incomes primarily from labor". I-us principal sources were the
Eighteenth Annual Report of the Commissioner of Labor
(1903), the Censuses of Mines and Quarries (1902), of Manufac-
tures (1905), and of Agriculture (1900), Kansas Bureau of Labor
Reports (19o3-o7), and the Annual Minutes of ten typical Meth-

odist Episcopal Church conferences (1910). Ills resulting table
distributed among three income classes the 19,658,000 males i6
years and older gainfully occupied in the United States in 1904,
including industrial workers, ministers, agricultural laborers,

and heads of farm families. Since neither the income received by

each class nor by the total group was estimated, a frequency dis-
tribution in Lorenz curve form of Streightoff's results is not
practicable.

c) King again the pioneer

As in the field of wealth distribution, so in that of income
distribution, W. I. King did the pioneer work as far as statis-

tical adequacy is concerned. In his 1915 study lie agreed with
Streightoff "that it is, at present, impossible to give any accurate

picture of the distribution of incomes aniolig the population as

a whole." However, he had some Wisconsin income tax data

not available to Streightoff, so hc attempted "to classify roughly
the twenty-eight millions of families living in the Continental
United States according to the income which each, respectively,

e si Columbia University Studies. Vol. Iii, No. 2 (New York, 1912), especially pp.

46-56. i. iro.
52 Wealth and income, p. 219.
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receives." King took as granted that "any elaSsIflcatjon of in-come IDUSE necessarily, be based LlOfl reCtq)t Of families ratherthan individuals for it s by families that Intomes ate recelsedand disbursed". Although the methods followed by King inconstructing his distribution of income among families in iq"were mainly graphic and were too varied to describe here",ssthey may be grouped into three divisions.

Wisconsin income tax data compiled by H. M. Trumhmverwere used to solve the question of how middle class incomes weredistributed. Wisconsjzi was considered a "peculiarly good samplestate" with a per capita wealth "about equal to the average forthe United States as a whole" Therefore, the central part of thecurve for Wisconsin was considered "fairly representative for themiddle class throughout the entire nation".se
The incomes of the wealthy were inferred from United StatesTreasury Department and Congressional estimates of the in.comes of the very rich in certain metropolitan Centers in the East,and from preliminary reports on the federal income (ax.Lower class incomes were estimated on the basis of Census data,reports of the United States Commissiomier of Labor, and 1nves.gations by the bureaus of labor of the various states. These weresupplerne,lted by private studies of worki uginen 'S biulgets.The results of these three methods were combined in an un-explained fashion to give "The Estimated Distrihutiomi of lii-come among the Families of the Continental United States inlO". The fifty class intervals included liinily incomes be-tween $o and $50,000 000 For incomes under $ i ,.00 the recip-ients were classified as 'single men', 'single womeji', and 'men orwidows with fami!jes' for incomes over $1,400 the only unit ofincome recipient was the family.

No explanation of how King eStimated the $1o,r2q 000 000 ofnational income distributed in tile foregoing tashioti amntlug the28,000,000 families is attempted here, primarily because, withKing and ills Successors, the problem of cstimjJg the total Ha-
5Ibjd., p. 217.
4 Ibid., p. 222.

55 Ibid., p. 221.
$6 Ibid., . 220
sr Ibid., pp. 224-6.
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uonal product was of prime, not secondary importance. Spain
and Streightoff considered the derivation of the national income
as a means to an end, the goal being the family or individual dis-
tribution of this product. Since Streightoff, an accurate formula-
tion of the value of our national output of economic goods has
beeii emphasized as an end in itself. The development of the
latter technique is outside the scope of this paper, so in discussing
King and subsequent writers, the national income total to be
divided among the individual claimants will he considered given
data.

d) Maca ulay's distribution for iqr8

The first publication of the National Bureau of Economic Re-
search was a two volume study. income in the United States.
As a collaborator in this work F. R. Macaulay made a thorough
analysis of the frequency distribution of annual income among
personal income recipients in the IJnited States in I)I8.60 In-
come was defined to he money income p1s those items of com-
modity income on which a money value is placed, such as rental
value of owned houses and value of farm produce consumed by
farmers' families.61 Income recipient was taken to be the indi-
vidual and not the family because (a) it is the individual who
comes into direct economic relationship with the machinery of
distribution, and (b) use of families still leaves unsolved the
question whether to employ theoretical families, biological
families, or families expressed in a need-unit such as the
'a rim main ' 62

58 King does not state specifically whether his concept of income un Itides capital
gains and losses. }rom hi methods and sources, however, one gathers that it
does not.
°W. C. Mitchcll. \V. I. King. F. R. MacaWay, and 0. W. Knauth. Vol. 1 (1921),

summary, and Vol. 11 (1922). details.
lO Ibid., II. 541-425.
61 Incomc is defined to include also statutory capital gains and losses, since these
were apparently not extracte(l from the income tax data before l)tlilding up the
tail of the distribution.
82 Ibid., II, i. Macanlav does not deny that the family is the chief unit
of economic need. He apparently takes the term 'ammairi' frotn an article by
Edgar Sydenstricker and W. 1. King, 'The Measurement of the Relative Econimiic
Status of Families', Jrnirnal of the Arncricau Statistical As,cocialion, XVII (1921),
l42-57.
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Flic total inwiiie estimated by the National Ikiicau was distitbuted, before dcdctjo11 for taxes, alliong all vllo had lnoflf%as follows:
i. hiconie tax data, unustiafly complete lot i i , we e ad-j usted to iiicl tide (a) lannei-s and sinai I btisiiicss ni&'n who filedno returns, (b) Cvasion b' repoi-tiilg persons, (c) IIOII-IU0flCh,.IOCOWC i'eferz-ed to above, (tI) inCOifle trout tax-CXclfl1)t securities2. 0. W Kizauth's disti-jlJutj of incomes abovc and l)Cl0%v$2,000, another part of this Nat tonal Bureau study, was used asa check on Macaulay's distribut nm.

'3. Incomes under $2,000, inadcqnatc'ly Covered I)) Incometax statistics, were CStilflaft(f ill au IIIWXI)l:Ijilc(f fasltjoti Oil tileI)asis of s'age distributions, small salllJ)lcs of lartiiei-' 111(0i)lesand other stud jes such as A. 'F. Eieiv's
1IllI)tlt)iisl)(iJ samj)Ie ofChicago incomes.

Since Sonic buje5s mcii incur net lOSSeS, Macaulay esli-mated the number and :uuount of these negative Ii1COIflC, andspread them iii some lnauiuei- flirotigliout tile (ltStril)1ut tollThe final frequency Curve was smoothed oil the assunlfrtioti that, c en t1iouli the distril)ut lout of itWoun followed nounathlematical law,61 lICVeEtheless it would hot be bimodal and'l)UflIpy'.

The final distril)ut ion was presented with small (lass intervalsi atigig ft-u111 'under rero' to 'S1 .000.000 and over'. Tue 2,500.-000 soldiers, sailors, and marines in 1918 were excluded from theItu1Jiner of iuiconic recipients Oil the aSSumption thattime tlieii ilUOflIcs would be distril)hIte(I similarly to those of theUt I ieu-,

e) Aing (1 prolific C0flhij/j/01'
Before (lie i)UI)lication oft IIC next major work in this field by tineBrook 1ljo JUSt itutjoii iii i9J, a doiti \cars Passed marked byMitchell, King, Micstti, and Knaijtj1 0/). Ci!., 1, a 1-41. 'l'eI'on,ij 10(01111'recipient" here correspon(Is "closely to the Census

e\Jflc.j0 I)eron g.uinfiil!sCfllp1c)yJ . l'enhaps the Jilost iniporintut dilici-ence is tli;tt we (to 1101. and
tIi Census de illcttidc

as separate incOme ECCIJ)jCJIjS farm l:uIxoci lsOikiing 0l)the home farm," (Ibid, II. 54211) But What abot hose persnis who .aliiiouguinot 'gainftihl employed', are I1C%C1I1ICIS in receipt of income (e.g.. Irotn prop-
ti S (' Ililila I ioi of 1',j relo's Iainoui5

ha uc lent 1i,ui In Iii is coifl I IISjOti ibid., II,393, 394.
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increasing interest in the interpretation of income distributions,
especially by consumption economists and marketing students.
Meanwhile King worked out two complete distributions of in-
come among individuals, one for 1921 and another for 1928, and
attempted to trace annual changes in the distribution of income
for 1914-26.

A distribution of personal incomes in 192 i, comprising 32 class
intervals from $o to $i ,00o,00o, was made at the National Bureau
of Economic Research by King, left unpublished, and in
utilized in percentage form by Maurice Leven in America's
Capacity to Consume.66 No details whatsoever were given by
Leven as to how this distribution had been constructed, but the
circumstances surrounding the 1921 distribution have already
been set forth (above, footnote 18), and examination of the un-
published manuscript describing its construction reveals that the
work fell into four stages. First King derived the distribution of
earnings among employees; then he distributed the income of
farmers; the third step was to find the income distribution of
non-farm entrepreneurs and income recipients not gainfully em-
ployed; and the final stage was to combine these distributions
into one of income among all classes. Each step will he described
in turn.

Employees were construed to be not only wage earners but also
salaried workers, including highly paid executives. Of the
billion 1921 wage and salary bill, $22.7 billion went to the former
(23,602,469 persons) and $it.6 billion to the latter ('i,i'j,i
persons). This was allocated by means of sample wage distribu-
tions for earnings under $2,003 and Statistics of income data for
earnings over $2,000. The final earnings distribution was a com-
posite of 132 sample distributions (weighted according to im-
portance and adjusted to 92 1 conditions) for the lower classes

65 E.g.. Hazel Kyrk, A Theory of Consumption (Boston. igs), E. E. Hoyt, The
Consumption of Wealth (New York, 1928), W. C. Waite, Economics of Consump-
lion (New York, 1928) and P. H. Nystroni. Economic Principles of Consumption
(New York, 1929).
66 Maurice Leven. H. G. Moulton, and Clark Warburton (Brookings Institution.
1934). pp. '77, 182-4. Leven derived 1929 equivalents from the 1921 figures in
order to provide a check on his own computation of a distribution of income for
1929. It could constitute such a check, it should be noted, only to the extent that
the inequality in the intome distribution had not changed from 1921 to 1929.
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and of SEalistics o/ income frequencies for the higher ranges.
After constructing this distribution, King proceeded tO break it
down by sex arid industry. He also ventured an objler dictum:
inequality is not due solely to income from property; earnings
themselves are decidedly unequal, not only at the extremes but
all along the earnings scale.

The Bureau of Agricultural Economics Constructed a distrjbu.
Lion of income among a sample of farm crop reporters in

1922
which formed the basis of King's distribution of income among
farmers in 1921. This sample curve was adjusted so that an in-
come total computed on the basis of its shape would correspond
with the farm income totals derived by the National Bureau of
Economic Research. Current money income was first distributed
according to the crop reporter sample. Current money income
was then supplemented by imputed interest on consunptioi
goods owned, to give entire or total current income. Current
money income was also supplemented by the value of com-

modities produced and consumed on the farm, to give current
money and commodity income. Finally, this was corrected for
changes in the value of property owned (i.e.. ur*realiied capital
gains and losses), to give total money and commodity income.
This last adjustment was of no mean proportions: an entire cur-
rent money and commodity income of $4.4 billion was slashed to
a total money and commodity income of $2.4 billion. This $2
billion decline represents the diminution in the command over
Consumption goods of the sum of money representing the value
of farm property. King argued that this was a real not a nominal
loss. This total money and commodity income was distributed in
two distinct fashions, and the resulting distributions combined
by simple averaging. In the first, the 1922 crop reporter curve
was adjusted to fit the revised income total. In the second, the
distribution of current money income, itself based on the crop
reporter sample, was used as a datum from which was subtracted
(or added) the total losses (or gains) of farmers arising from
changes in the value of their farms, livestock, machinery, etc., as
given by the Census. This process assumed that those farmers
possessing the most property suffered the heaviest property losses
when farm prices fell. The average of these two distributions of
total money and commodity income was supplemented by im
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cluded with a Lorenz cue comparison of Kings total income
and current income distributions with Macaulay's 1918 distribu.
tion. The inequality thus indicated decreased in passing fronl
one to the next of these distributions in the order listed.

The second of these distributions of King's, among indi-
viduals in 1928, has had a curious history. Never published by
King, it was taken over by Leven, converted to a family basis, and
incorporated in The Ability to Pay for Medical Care.68 It was
then seized upon by Louis Bader who condensed it from twelve
to five class intervals, computed the percentages of families and
incomes in each category, applied these percentages to the total
number of families and anlount of income in 1932, and then
analyzed what happened to family expenditures from prosperity
todepression.69 This work posited that the 1932 national income
was distributed in dollars in the same way as in 1928, which
Bader claimed to be "a fair assumption since all income groupshave suffered, due to decreases in all forms of income".To Al-though this assumption may be legitimate for Bader's purposes,it begs the question generally askedDoes inequality of income
distribution change from prosperity to depression?__so thissurvey will ignore the 1932 distribution, and consider only thesource from which it was derived.

King's estimate of the distributioti of individual incomerecipients according to amount of annual income in 1928 wasoriginally constructed for the Central Hanover Bank and TrustCompany of New York. No details concerning the statistical de-vices utilized in its synthesis have been published, although King,in a personal letter to the present writer, states it was made alonglines similar to his 1921 estimate except that "the figures for thelower income classes are . . merely rough approximations"since his sponsor "was not interested in the distribution in thelower brackets".n Leven, then on the staff of the Coiijnijttee onthe Costs of Medical Care, used it to derive an estimated (listrjbu-non of families according to annual income in 1928. The work
65 L. S. Reed, The Ability to Pay for Medical Care (Committee on the Costs ofMedical Care, University of Chicago Press, pp. tO, ti.6'The American Family Income and Prosperity', Journal of thr AmericanStatistical Association, XXVIII (i), 3o-i,.
?Olbid., ). O5.
n dated April 4. i98.
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Itfibu done by Leven in making this conversion seems to have been a
from testing ground for the procedure he later employed in the Brook-

ings study. On the basis of the then incomplete 1930 Census re
di. turns, Leven estimated the number of families with one gain-

ed by ful worker, with two, three, and four gainful workers. These
s, and gainful workers were broadly classified into main breadwinners
rt wa and supplementary earners, the latter group composed largely
welve of gainful workers under the age of twenty. The problem then
s and became one of breaking up King's distribution of individual in-
total come recipients and recombining the component parts into
then family units. The first step in this process was to divide the mdi-

perity vidual income recipients into supplementary earners and chief
come breadwinners. This was done by assuming that (a) all persons
ShiCh under twenty were additional earners in families headed by
roups others, (b) their incomes were all under $i,2oo, (c) most of the
ro AL. female workers were supplementary income recipients, and (d)

their incomes were distributed according to certain data col-
come lected by Leven in a New York City survey.73 The residual dis-

tribution resulting from subtracting minors and females from
y the King's distribution was taken to represent chief breadwinners

and persons living independently outside family units. The in-
:ome comes of this second group were assumed to be distributed in the

same manner as those of main breadwinners. Leven's second step
Erust was to allocate the supplementary earners to the families having
1 de- such members. The procedure was expressed thus: "the income
king, of each head of family in a given income class was combined with
long the income of a supplementary earner picked in accordance with
r the the probability represented by the supplementary earner's in-
ons" come curve". This required the assumption "that the probability
i the of a main breadwinner being associated with a supplementary
e on earner of a given income was the same for all incomes of the main
ibu- breadwinners, and that this probability is represented by the in-
york conie distribution of the supplementary earners".

Although the use of the word 'probability' here is a little con-
fusing if one tries to attach a technical mathematical meaning to

7'Note on the Distribution of Income', Appendix A of Reed, op. cii, pp. 99-101.
73 Maurice Leven, The Incomes of Physicians (Committee on the Costs ol Medical
Care, University of Chicago Press. 1932). p. 127.



S

l4 l'A.RT NF

it. a conceivable interpretation of Lcvens descriptiofl Wouldimp! y the following proccdurc. Assume ii Icome distributIons:
OF BREADWINNERS

IN FAMILIES HAVING

50

Under this interpretation, i.even allotted (a) supplementaryearners in the o$500 class to ro per cent of the breadwinners ineach income class, (b) supplementary earners in the $5oo-$l,
class to 30 per cent of the breadwinners in each income class, and(c) Supplementary earners in the $l,000$ 1,500 class to the re-maining 20 per cent of the breadwinners in each income class,The final distribution obtained in this manner is the stjn ofthe income frequencies of the several groups of families. It alsoincludes families without gainful workers, allocate(1 a S 1,200Income,

Abandoning for the moment his elaborate statistical devicesfor deriving a complete distributioti of income, King in 1930used Statistics of Income data and the Census figures for gainfullyemployed to derive truncated distributiors of income for 1914-The distribution of income recipients above $5,000 wastaken directly from Statistics of Income for each year, while therest of the gainfully employed were put in the 'under $5,000'category. All distributions were reduced to Z9I dollars by meansof indices of the average prices of consumptiozi goxls used bydifferent income classes of the populatiofl Such an analysis of
4 This illustration

requires explanation in at least two poim. First, supplenien.tary earne arc 'allottesj to the maui breadwiiiuc by shift lug the income curseof the main breadwjn,icrs to the right by an an)otliit equal to the average incomeof the
earncI-s in each income class. Second, the J)iCscHt ilitisira-timi relates to merely one set of suppleIs1eI5Iar Cavilers. e.g.. those iti families ssithonly one supplemeflta,. earner. A similar process would have in he gone throughagain in the case of families with two

suppletlle,i,iry carn.ts, thice. etc 'Ibis es-plains wh%- the number of supplementary earners was taken equal to the .iumbcrof breadwinners in the illus.5ti0
75 The National 1ome and Its Purchasing Power (Satioiial Bureau of EcozioniicResearch New York, z930), Ch. VII.

ONE St)PPLEMENTAR

IN(X)ME CLASS

LAINFI

NUMBER
(II StII'I'I

aMi CLASS
Mi'51R5 EARN1

NIJMIjFR0'- $oo 100 o-$500
500-1,000 150 500-1.000 iRo

1.000-1,500 200 I.000'-I.50(J 1201,500-2,000 150
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Statistics of Income data is really not a construction of a complete
distribution of income by size, as we have been using the term,
for the 'under $5,000' class comprising an overwhelming ma-
jority (about 97 per cent) of the income recipients was not sub-
divided. Furthermore, no account seems to have been taken of
those without gainful employment who were nevertheless in re-
ceipt of income. Other students have made similar partial
analyses. For example, W. L. Crum applied Pareto's graphic
method to Statistics of Income data without any attempt to con-
struct the distribution of income below the income tax exemp-
tion point. The Pareto slopes he computed, therefore, applied
only to the tail of the distributions. N. 0. Johnson, in a defense
of Pareto's thesis, made a similar study of inequality in the upper
brackets. And M. A. Copeland analyzed, on the basis of federal
income tax data, the problem of inequality from a different
angle, namely, per capita income, and per cent of total income
received by the wealthiest io per cent of income recipients.58

f) Leven's distribution

A widely publicized attempt to construct a distribution of in-
come by size for the United States was made by the Brookings
Institution in 1934 as an integral part of the second volume in its
study of the distribution of wealth and income in relation to
economic progress. Leven, in charge of this part of the study, con-
structed a comprehensive distribution of income among families
for 1929, which comprised twenty-seven class intervals from
"under $o' to '$500,000 and over'. The method followed was
long and involved, and only its outline can be sketched here.9
Leven first converted Macaulay's estimate for igi8 and King's
unpublished figures for i 921 into i 929 equivalents, and then
used these two distributions as checks upon his own independent
construction of the distribution of income among individuals in

76 'Individual Shares in the National Income', Review of Economic Statistics,
XVII (i935), 116-30.

'The Pareto Law', Review of Economic Statistics, XIX (ig7), 20-6.
78 'The National Income and Its Distribution'. Recent Economic Changes (Na-
tional Bureau of Economic Research. 1929). II, 757-839; see especially pp.
79 The tinal (liStril)uttofl ic presented in Leveti, Moulton, and Varl,ui-io,i. op. (IL.
p 4. The calculations are presented and methods explained in Ap. A, 'Income
and Its Distribution', Pp. 137-238.



$

-

46 PART ON
ig2g. Leven's independent estimate was arrived at roughly as
follows:

Earnings were distributed among gainfully employerl
farmers on the basis of federal income tax statistics and various
sample distributions weighted by their iniportance and adapted
to 1929 conditions. This distribution was adjusted so that aggre-
gate earned income equaled the Department of Commerce esti-
mate of total occupational income for 1929. It was then converted
into one of total income by the use of previously ascertained
ratios of total income to occupational income. Finally, to this
distribution was added the estimated distribution of income
recipients without a gainful occupation. In making this union
it was assumed that "the distribution of those without gainful
occupations was like that of the individuals with gainful occupa
tiofls".st

For farmers, the first task was to estimate total income, and
then distribute this total. Net farm inconie was derived from De-
partment of Agriculture figures, and the distribution was made
on the basis of (a) Census figures of 'Value of Farm Products' for
individual farms, and (b) samples that showed the relation be-
tween gross and net income of individual farmers.

The distributions for non-farmers and farmers were appat-
ently added to give the final distribution of personal incomes in
1929. The next step was the conversion of this distribution
among persons into one among families. In an unexplained
fashion the personal distributions of farm and non-farm incomes
(treated separately) were ea u broken down into a threefold fre-
quency distribution of personal incomes (a) for all heads of
families of two or more persons, (b) for supplementary income
recipients, (c) for unattached individuals. Parts (a) and (b) were
then combined to make a distribution of family incomes. The
distribution of families with only one income recipient followe(1
readily from the assumption that its form was the same as that of
heads of families having any specified number of supplementary
earners (i.e., each frequency in part (a) was multiplied by the
ratio of the total number of families with one income recipient
o Ibid., pp. 177-84. Ii has already lci noted that the uiilit of such a hetl,varies directly with he stability of income inequality hctwe those eais.II Ibid., pp. 185. i86.
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to the total number of all Families). "The residual frequencies,
obtained by subtracting the distribution of one income families,
constituted the distribution of principal incomes in families of
two or more income recipients." 82 To this Leven added an equal
number of supplementary incomes (part (b) above) to obtain the
combined distribution of the first two income recipients. This
was divided in an unexplained way into families having two
income recipients and families having more than two. The lat-
ter distribution was adjusted to include a third income recipient
for each family, and the process was repeated until distributions
for all five groups were set up.

All this may seem complex, but the complications are not yet
at an end. Families with more than one income recipient were
distributed over the income classes in the same proportions in
which the supplementary incomes were distributed; then the
distribution curve of principal incomes was shifted to the right
along the income scale by amounts equal. for each class interval,

e to the corresponding class average of the supplementary incomes.
The several distributions thus obtained were plotted as cumu-
lative curves and then added to give a composite distribution in-
corporating families with one and two income recipients. A
similar process was employed in combining the third, fourth, and
fifth income recipients with the basic distribution. All this
mathematical juggling was used only for incomes under $i 5,000;
families with incomes over I5,000 were assumed to be dis-

s tributed proportionately to principal incomes.8
In the end we have a distribution of income by theoretical

r families of two or more persons. with capital gains and losses
included in the concept of income, and with the twenty-seven
class intervals ranging from 'under $o' to '$500,000 and over'.

g) Tucker on inequality

Two major contributions have been made very recently to the
study of the distribution of income by sizeone by R. S. Tucker,
another by the National Resources Committee. The first ap-

82 ibid., p. 224.
83 ibid., p. 226. The assun.pLions implicit in Le Cli's anahsis arc effeciively singled
out by A. F. Burns. in 'The Brookings Inquirv. Quarter/v journal of Fcono,nk.
1. (ig6). 49'l 496.
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peared in the August 1938 issUe of the Ouarlerly Joumal ojConOrnjcS4 t is limited to income tax data, and
thereforewould have been accorded, in this ielX)it.

SIXICe similar to thatgiven the Pareto analyses ol King, JOlthSt)i). and Crum
wereTucker's article not distinguished Irons these

predecessors irseveral respects. In the first placc Tucker attempts to Carry thepicture back to the Civil War. Second, Ins analysiS of the existingincome tax data is relatively intensive, several
measures of in-equality other than the Pareto slopes being scd. A11(l finally, heboldly asserts as an introductory thesis that changes in the ificomedistribution of the well10-do ifl(liCatC what is probably

happen-ing to the rest o the distribution, since the two ratios of (a) in-come of the wealthy to income of the middle class, and (h) incomeof taxpayers to income Of nofl-taxpavcrs are approximately iden-tical.

Tucker differentiates three concepts of income: legal income,which conforms to the statutory dci nution of income, with suchadjustments as are necessary to maintain comparability; spend-ing power, which equals legal income 1)1115 tax exempt interestminus the income tax paid; earning power, which equals legalincome minus realtied capital gains pitis realized capital lossesplus tax-exempt interest plus gifts, charitable contributions, andthe like.
Slatistics of income data for IqI.j-3t1 are analyzed by means offive measures of dispersion. The first two are Pai do slopes, onereferring to the number of persons and the other to amount ofincome, each being taken above the $,000 income level andcumulated by income class from top to bottom. The third meas-ure is the arithmetic average of all incomes above $.000. If$5,000 is taken as the modal income, comparison of this averagewith $5,000 suggests the skewness in the distribution. The fourthindicator is one apparently iiitrodiued by Hans Staehle and isthe ratio of the cumulative median income (the iUCOT)IC such that4 'The

1)istribution of Income inong JtI(ome I;l\1.lSt-Is I. the I itited Stito
1863-1935', Quart e'rl' Journal of Fcoo,nj, 1.11 (i l2), S
5 'Short.Per1j

%ananons ill (he 1)IStiiI)((IU)lI
((I I roiue. Irlt((i' of t:cunmnl(

.%Inhis1ir, XIX j3q57), 2'l'i-'5. Cited 1IS 1U(kel.) ih. tlI(('Il( '('by Holmes ('Mcacres of
Distnt)lItjnr(, Pubfwa'i,,n of the -I rflrrioifl \tati(tlCal

Assoriaion, ill (l8g23). Ip-57) who suggested tling the ditlercncc betneen the
median lines for wealth osvncd anti for number ol WCJ1Ih ow,tcic,
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individuals with greater incomes receive fifty per cent of the
total income) minus the median income to the cumulative
median for all incomes above Its lower limit, o per cent,
is absolute equality, and its upper limit, ioo per cent, implies that
all the income is received by the upper half of the income re-
cipients in the group. The picture painted by these four meas-
ures is checked by a composite indicator comprising the 'earning
power' income received by all taxpayers (above the $5,000 level)
minus income taxes paid, divided by national income paid out.
The results of applying these various measures to the different
concepts of income led Tucker to the belief that there has been
an increased diffusion of income over the twenty-three years stud-
ied. Therefore he next addressed himself to the question, how
long has this increasing diffusion been going on?

The income tax law of 1894 yielded scanty data with which to
essay an answer to this question. because it was declared uncoil-
stitutional before it became fully effective. The Civil War in-
come tax laws, however, yielded official published statistics which
when supplemented by various private lists s made it possible
for Tucker to employ two of the aforementioned measures of
concentration: the first, referring Pareto slopes to number of
recipients, and the third, being the arithmetic average of in-
comes above $2,000 and then above $3,000. The results of this
analysis, together with the fact that rcportahk income in the
i86o's did not include interest and dividends from public com-
panies and from government bonds, or certain realized capital
gains (items which normally accrue to the wealthy and whose
exclusion would therefore understate die concentration oF in-

8 Tucker cites J. A. Hill, 'The Civil War Income 'rax, Quarterly Jmirnal of
Econo,nks, VIII (iSgi). .I6-52, 491-8, for general information on these Cisil
War data. The two private lists cited are Income Record (New York. 1865) and
Income Tax of Residents of Philadelphia (Philadelphia, 1867) . nother that he
failed to cite is Income Tax of Residentc of Philadelphia and Bucks County
(Philadelphia, i86). All these tax lists are anorivinous 'Fhe first gives the taxable
income for 1863 of every resident of New York. Unlike the other lists, this one
contains a 'Puhiishers Preface' which discusses such topies as the practkal sign1i-

nce of a distribution of incomes, tile English income tax, and tax evasion (esti-
mated at not more than io per cent). The second list describes 'Tue Rich Men of
Phi1adelphia by sue of income in i86 and in i866. and is based on the latest
returns filed by August 1867. The third list classifies the same personages by sue
of income for the year ending April 3o, 1865.

-a;
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come), led Tucker to the belief that incomes were less coiit'n.trated since iqt6 than in Civil War days. Tuckcr coududes hisanalysis with a brief survey of the shifting

composition of thewealthy group. He reviews the results of three studies that havebeen made of this problem:
'Investigation of Bureau of internal Revenue', SenateReport no. 27, 69111 Congress, 1st Session, Part 2. This traces6,63 individuals with incomes over $zoo,000 in iqi6.
Edward White, 'Income Fluctuation of a Selected Groupof Personal Returns', Journal of the American .Stalistical As3o-ciation, XVIII (1922), 67-8 1. The t ,6'6 individuals or estateswith incomes over $oo,000 in any of the years tq;iq aretraced.

. Bureau of Internal Revenue, .tatz.ctu's of Income, 1922(\Vashingtou, 1925). pp. it . This follows the fortunes of 1,296individuals with incomes over S300,000 in any of the years 1916-22.

These studies all indicate, Tucker avers, that persons in "theupper income classes have been a very shifting group",57 al-though some of this shifting after 1916 may have been due tosharing of taxpayer's propert)' with wives and children in aneffort to qualify in the lower tax brackets.
Unlike most of the other income distribution students whoseworks we have examined in this paper, Tucker winds up his con-tribution with several general conclusions. In the first place,fluctuation in the concentration of wealth, (turing the businesscycle, is less than in the concentration of income. Second, the con-centratzon of income increases during prosperity and decreasesduring depression. Third, the size of the national income is theimportant consideration. Fourth, l)ank reforms arc needed "toprevent excessive use of credit". And finally, the qt1'stiotl is Hothow large arc incomes, but whether they are the result of activ-ities l)CnCficial or harmful to the IlatiOn.'

Tucker, o. cit.. p. It is sig ilicaut to note, howce, . that he secm to takeno account of deaths among these taxpasers. Studs a lais- iuumhcr left the pie-lure for that reason.
88 Ibid., pp.
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h) Family incomes in 1935-1936

The combination of a large new sample of family incomes and
the interest of a government agency in the income distribution
problem have resulted in the most reliable as well as the most
recent distribution of incomethat presented in the report of
the National Resources Committee, entitled Consumer incomc.s
in the United States, Their Distribution in 1935-36, prepared
by Hildegarde Kn'eland and her staff, and dated May , 1938.
The Study of Consumer Purchases, a Works Progress Adminis-
tration project conducted by tile Bureau of Home Economics
and the Bureau of Labor Statistics, with the cooperation of the
National Resources Committee and the Central Statistical
Board, was a nationwide canvass of 300,000 families that pro-
vided not only the initial impetus but also the basic material for
this latest distribution of income.

The National Resources Committee report may be divided
into three Sections: a 6-page summary, a detailed appendix on
'Sources and Methods Used in the Study', and a concluding com-
pendium of 'Statistical Tables for Reference Use'. Although the
distribution is largely grounded on the Consumer Purchases
data, other samples for single men and women, earnings figures
and federal income tax statistics were used. Since the Consumer
Purchases Study covered family incomes for a year ending be-
tween December 1935 and December i6, the National Re-
sources Committee distribution is taken to refer to the year
ending June 30, 1936, the period covered by the majority of the
schedules. Comprehended by the distribution are 29,000,000
families of two or more persons, io,00o,000 single individuals
living alone or as lodgers. Classified separately are 2,000,000 per-
sons living in institutional or semi-institutional groups.

As a first step, the Consumer Purchases data were divided into
729 homogeneous family groupshomogeneous in respect of
size and occupation of family,89 relief status,9° color and nativity,
size of community, and geographical region. All families in the

8 A family's occupation was determined on the basis of the source from which
the family received the largest amount of income.
ao Relief families were segregated and considered separately, since they could not
be dassified into as many homogeneous groups as the other families.



United States were similarly split up by means of Census returns,
and the percentage (listribution (by size of income) of each seg-
ment in the Consumer Purchases Saflif)le was applied to the
corresponding segment of the 29,000,000 families. These com-

ponents were supplemented by means of federal income tax data
for incomes over $7,500, after which the parts were summated to
give the estimated national distribution of family incomes. 'In
come' in this part of the study includes both money and non.
money income, net after business expenses and business taxes,
but before income, poll, and sales taxes. Federal income tax data,
used to construct the tail of the component distribution, were
first adjusted by removing capital gains, by adding interest paid,
capital losses, taxes, contributions, and tax-exempt interest re-
-eivcd, by combining separate returns of husbands and wives,
and by making allowance for understatement and non-reporting
of income.

The number of families in each income class above $7,500 was
derived wholly from income tax data. This distribution was then
tacked bodily onto tile distribution based on Consumer Pur-
chases data. Since the population weights used in constructing
the latter distribution had accounted for all families in the
United States, the addition of the income tax 'tail' resulted in
an overstatement of the number of families. in a manner that left
unchanged the shape of the distribution, this excess number of
families was sul)tracted from the income classes under the $7.5oo
level . The resulting distribution contains twenty-eight income
classes ranging from 'under 5250' to '$i,000,000 and over'.

The diStnh)ution for single individuals was built up by means
of a more tenuous procedure and is therefore less reliable. The
distribution for non-relief single women is baSed largely on data
resulting fi-om studies by the United States Vomen's Bureau
and the United States Employment Service. The distribution of
lion-relief single itien was derived from this distribution of non-
91 Consumer Incomes in the Unit ed %Iate, pp. ). $6. For a given income class.
the percentage that the number of (audi ics in ttsit class Iuou c to the rat number
1)1 fa r IJICS Is it h income less t haii S7.-(wu was applied to he iiuimher of e\t ri
fsmulies. and the resulting product subtracted from t he nunulnen of families in
the given class. By this procedure the percentages of families in each class under

ssere left unchanged: the number of families in each class had been reduced
proportionately to the Fuecluencv of that class.

52 l'ARr ONI:
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relief single women by using the relationship known from vari-
ous studies to exist between earnings of mcii and women. These
two distributions were then checked by small saiiiples from the
Consumer Purchases Study and the National Health Survey. For
single individuals who received relief at some time during the
year, fragmentary Works Progress Administration data and cer-
tain assumed relationships between incomes of relief and non-
relief individuals were employed. The distributions for relief
and non-relief individuals were then combined to give a com-
posite distribution for single persons. This series of frequencies
was also supplemented, al)ove the $3,000 income level, by federd
income tax data. The income class intervals are identical with
those in the family distribution.

Institutional residents presented difficulties not raised by
either families or single individuals, since niucli of their income
is in the form of food, clothing, and shelter provided tlnougli a
central commissary. Civilian Conservation Corps incomes were
distributed with the help of data supplied by the 1)irector. En-
rolees were credited only with that portion of their monetary
income not sent home to their parexits. Incomes of Army and
Navy personnel were distributed by means of data embodied in
pertinent Congressional Committee hearings. A combination of
these two distributionsCivilian Conservation Corps and Army
and Navywas made and the resulting percentage frequencies
applied to incomes of workers in labor camps and crews on
vessels. For the other institutional residents, reports of various
state welfare departments were used iii devising the distribution.
Such residents were assumed to have incomes equal to average
subsistence costs, exclusive of administrative overhead and
capital outlays. No composite distribution (or institutional resi-
dents is presented because the institutional group rather t1ian the
constituent thereof makes up the spending unit. For the same
reason the incomes of institutional residents are excluded from
the composite distribution of incomes of all consumers (i.e., of
families and of single individuals). The income distribution of
families and single individuals combined contains twenty-eight
class intervals ranging from 'under S25o' to 'Si,000,000 and
over'. The resulting figure for aggregate income received is 5 per
cent less than the Department of Commerce estimate for income
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paid out, after appropriate adjustments for [lie sake ol Coinpara.
hility. Considering the ftindamcn tally (Ii IICICH t nature of the twoindependent estimates, one can agree with Miss Klieeitn(J that"this discrepancy does not appear cxcessi ye'

In addition to this overall distribution, the (Iistrjl)u(j11 offamily incomes is further subdivided by size of family, region,size of community, Occupation, and color, All in all, this mono.graph presents a relatively comprehensis.e picture of the distrj.hution of income by size in the United States.
A partial distribution of income, the fuli d'qaj!s of vIijch arelacking, has been presented by L. J. Chawner in a Natio,ai Re.sources Committee monograph entitled Residen hat B ui/ding. Itcovers nonfarm households alone and applies to i ince islower ranges are based on D. 1.. Wickens' ianciQ/ Sur'y ofUrban Hou5ing, a I)cpartrnent of Commerce pnhlicatii1 Encommon with the other distrjhtjtij5 of incoffiC it, too, is bas.fon Staljstjcs of Income tabulations in the income classes abovethe $.,000 level.

The number of nonfarm hOUSChoi(Js was first estimated fromthe i o Census and then extrapolated to i conditi0ti5 bymeans of the Census Table i on annual population increases,after allowing for the doubling up of families during the (kpres.sion years. These hOUsehoJ(Is were then distribt1ted by the in-come class frequencies indicated in the Financial Survey and inStatistics of Income. Because the resulting aggregate of nonfarmincome was slightly less than the corresponding national incomeestimate of the Department of Commerce the (fistrih)LItjorI wasadjusted upward until the two totals agreed.

2 PURPOSES OF STUDIES

The forces that motivated Spahr and King to "rite their hooksOfl Inco,i distributioii have alrea(ly been discussed in the see-Lions on wealth distribution It deserves to be Irpttcd here thatSpahr recognhied the clistributi, of income as intrinsicajl more
92 Ibid., p. 3.
3Thc Department of Commerce figure was adjusted for income, Forincom of individuals living in hoarding hoc5 hotels anti lahr carl1p, For netcapital losses, for dis (lends to his r'c 1)Oti(% hiojdp,,
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WEALTH AND INCOME DISTRIBUIION 55
important than the distribution of wealth, while King is credited
with the statement that 'income is the best single criterion of
economic welfare"." Spahrs principal interest was in the social
problems involved rather than in the refined statistical methods
necessary, while King, though perhaps primarily interested in
the statistical aspects, nevertheless wound up with the exhorta-
non, "Poverty must go", and gave evidence throughout his book
of being ethically motivated. In a later article he affirmed that
immediate economic welfare is studied through the distribution
of income, and that real or psychic income, corrected for changes
in the purchasiiig power of money, is the goal of the income
statistician.

Streightoffs ptirpose, unless it was the passive goal of showing
that data on which a distribution of income should be based were
Jacking, is difficult to detect. If his interest was primarily statis-
tical, then he must also be credited with unusual conservatism.
On the other hand, what he actually achieved (not what he might
have done, had pertinent data been plentiful) points to the con-
clusion that his interest was primarily with the social problems
involved. He outlined a threefold utility of income statistics:
(i) for framing social legislation, (2) in assessing certain kinds of
taxes, () in influencing individual and public opinion. These
aims would be considered too general by modern standards; hut
they do indicate that Streightoff was thinking about the uses to
which he would put income statistics.

Thus far our investigators have not perceived that a knowledge
of the distribution of income would be desirable for purposes
other than social welfare (apparently used in the consumption
sense) and taxation or government finance. Streightoff explicitly
stated that he wanted only enough income statistics to make pos-
sible analysis of the social questions he raised, not of problems in
economics such as wage theory.98

94 Wealth and Income, p. 217.
95 'Desirable Additions to Statistical Data on Vs'calth and Income, Amerü-at, &o
nomic Review, VII (supplement), Part I (March ig,7), i57-i.
96Streightoff, op. cit., pp. ,8, ig. He states that more data than he has specified as
'ideal' would be needed were the analy'is to include problems outside the realm of
his threefold program.
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Leven's conversion of this distribution to a family basis was
specifically intended to assess the ability of people of different
income levels to pay for medical care on (a) an individual basis,
(b) a group basis. Thus he properly deducted, from total income
being distributed, billion of imputed income (from durable
consumer goods), while the family income basis is more defen-
sible for this purpose than for certain other uses to which income
distributions are put. In the problem of medical care, the family
does seem to be the significant unit. Finally, Leven was probably
justified, when debating whether to include families supported
by others, in deciding that the source of income was "perhaps
immaterial".'°° However, a perusal of the resulting publication
fails to reveal what use was made of this comprehensive income
distribution. Instead, sample income distributions were relied
upon to measure the ability to pay for medical care. Finally, there
is King's admission that his original distribution, on which
Leven based his construction, was mainly an upper-bracket in-
come study; so one may question its applicability to the problem
of medical care.

b) Brookings and N.R.C. study consumption

As students of the income distribution problem. the Brookings
921 investigators stand out in several respects. Their construct joil of
sion the distribution of income in 1929 is more fully explained than
'hat any preceding distribution; moreover, in lieu of fuller explana-

tions of the earlier attempts, we may conclude that the Brookings
sive estimate is at least as thorough and rigorous; finally, the Brook-

ings project was not confined to the statistical aspects of tIme prob-
was lem, hut embraced in an unprecedentedly thorough fashion
for certain implications of the distribution of income. It thus
i. achieved a balance between statistical and social purpose that is
his singularly lacking in the earlier distributions.
ave The keynote was sounded in the Foreword: "The purpose of
the the investigation as a whole is to determine whether the existing
jn. distribution of income in the United States among various

groups in society tends to impede the efficient functioning of the
economic system." '°' Later, the goal sought by constructing a (us-

Io Reed, op. cit., p. ioin.
OI Leven, \Ioulton, and \Varhurton, op. cit., p. i.



PART
tribution of income was mote specjfjcal' stated: "Jf thereforewe arc to get a picture of the effective (uus(mttliug capacity ofAmerican people as a whole, and of the allocation of the flati0income as between consumption expetiditLires and savings forthe development of capital e(luilnnent, WC I1IU5 first see the wain which the income of the nation is distributed among farntj1and other income recipients." 102 It is apparelit that Leven antihis colleagues were interested in two sociaj aspects of the

distri.bution of income: its effect on wnsumptioi, and on
Furthermore, this purpose is assiduously I)tirSfle(l, and with theaid of data additional to the family distribution

of income,
Con-clusions are reached Concerning these (1uestj,ms Tue validitthese conclusions is less important to us than the fact that herewas a distribution of income specihca1l' ('onstr(,cted for andactually utilized in Studying certain Prcdetern)jned social andeconomic problems. In doing this, however, the Brookiimgs Instjtution was pioneering in only one respect: that of both construa.ing and interpretinga distribution of Income. Iflterprctatio01distributions of income figures by students other than those whocompiled them have been frequent, as Witness the scores of booksin marketing and consumption econorni(s. Finally, in limitingthemselves to these two implications of the distribution of in-come, Leven and his collaborators failed to consider, except mavery general way, the bearing their results had on taxation,velocity of money, law of demand wage theory, and related knotsin economics

The purpose of Tucker's article in the Quarterly Journal ofEcononjics is not far to seek. The
general impression is that thewriter is sriving to justify, or at least to paint in favorable colors,the existing distribution of inconic in the United States. Asstated in the article, however the reasons for studying incomedistributions arc two: (i) static analysis of the income distribu-tion at a moment of time is "fnnda,neiitai to any sound analysisof prescnt.day social problc'ms". (2) "knowledge of how that dis-tribution has changed is essential for any sound judgment con-cerning the progress of the nation and the merits or defects ofthe capitalistic system." 103 Tucker adds that, although the size

302!bid.,p i.
103 Op. cit., J). 54.
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of the national income is important of itself, so is its distribution
since the latter leads to class cleavages and determines the rapid-
ity of capital formation. Nothing along the lines indicated by
these two explicit purposes is essayed in the body of the article.
Tucker was concerned mainly with working out measures of
inequality over time, but the reader is left with the general im-
pression that justification of the status quo was also a desideratum.

The National Resources Committee's contribution to our
knowledge of the distribution of income is "part of a larger study
of the Nation's consumption demands in relation to its produc-
tive capacities".'° This distribution was therefore devised pri-
marily for use in compiling national estimates of consumer ex-
penditures. The Committee points out some of the purposes the
distribution of income could serve: "Those concerned with the
living standards of the people need more accurate information
on the extent to which shortage of income brings poverty damag-
ing to health and happiness. Lawmaking bodies striving to
apportion taxes equitably and without damage to the processes
of industry need to know what will swell or deplete the streams.
Business men require more abundant and reliable data on the
probable demand for their products in order to stimulate and
meet that demand. Any attempt on the part of Government or
business to grapple with basic economic problems must rely
heavily on what can be learned of the distribution of income
among the various groups of the Nation's consumers." 105 Appli-
cation of their distribution to these broader social purposes,
however, is not essayed, although segments of such an analysis
are promised in subsequent publications. In the volurme the in-
equality in the distribution of income is made manifest by com-
parisons among different tenths of the population. while the
discussion of 'The Three Thirds of the Nation' is probably not
wholly dissociated from President Franklin D. Roosevelt's re-
marks concerning the plight of 'one third of the nation'. Such
analysis provides good substance for newspaper editorials and
discussion of social questions, but it hardly constitutes a scientific
presentation of the significance of the existing distribution of
income. Final judgment, of course, must await presentation of

104 National Resources Committee, op. di., p. .
105 ibid., p. I.
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further studies now being carried out by the Satjontl kesour

-

Committee.

STATISTICAL EVALUATION

a) Early studies largely gusseoik

It is difficult to assess the statisti1l of these auempto construct a frequency distribuUon
Of IIICOZUC, for the Inethojfollowed were explained only in rough outline, while the com-putations were usually not shown at aIl.'' The earlier attempare generally less reprehensible in this respect than the later, buthe statistics of the latter should logically be less open to criticismThe anomaly of explaining the method When U IS Ol)VjOU5Imakeshift, and concealing it wheti it is likely to l)C more sound,probably arises Front the fact that the statistical

manipulationsinvolved in these later constructions were so detailed and com-plicated that their description was impracticable.
Howeer,complexity is no defense ol unexplained f1)Ctlt()dOlOgV, andindeed may constitute a criticism themeol, for the reason that(a) this complexity may be an attempt to gloss over iiiherentlsimple but fundamentally unsound mcthods, or (b) such com-plexity, even though genuine, may have deluded the investigatorhimself. In any case, the student is ku with a dissatisfied feelingafter perusing an unexplained statistical construction, especiallyone whose figures are carried out to several decimal places thusconveying a sense of accuracy unwarlante(l by the facts.Spahr's method, although more fully explained and less com-plex than that of the later investigators, is vulnerable at severalpoints. I-Ic based the distribution of lamily incomes on the dis-tribution of estates, so that he had to bridge not only the pre-viously mentioned gap between estates and families, but also themore hazardous interstice between wealth and incoiiie. Equalwealth does not make for equal income, nor is all ilWOmflC derivedfrom physical wealth; mitch income spi-ings from human skills,knowledge, Cxperien(-c and, in general. Lilnw. Furtlierimiore. theproportion (two-fifths) of total income which lie assigns tocapital was not only a guess but also probably an exaggeration-Even today, with our economy more !iea ily mechanized than inbe The

National Resources Cominittee' di%trj{}utiofl is a 1)oSit)iC cccpuiuII
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i8qo, salaries and wages constitute two-thirds (not three-fifths)
of the iet national product, while the return to capital, even
including entrepreneurial withdrawals, amounts to no more
thaii one-third (not two_fifths).1u? in addition, Spahr's use of the
alleged function__propagated by Paul Leroy-l5eaulieu '°8relat-
ing rent paid to income received, is of doubtful justification.
According to A. L. Bowley in his review of Streightoff's The
Distribution of Incomes in the United States, experience in
England "shows that the relation between rent and income is
variable and complex." 109 Finally, other lacunae iii Spahr's
analysis have already been indicated: e.g., his percentage return
on the wealth holdings of each income class and his derivation
of the average labor income of the well-to-do and wealthy classes.

Streightoff did not get far enough in his construction of a
distribution of income to warrant criticizing his method. How-
ever, his proposals for ascertaining (a) farmers' expenses and
(b) paid and imputed rent of urban dwellers are open to debate.
Rowley criticized both these suggestions on the ground that
(a) farmers do not know their expenses and (b) the rent-income
function is variable and complex. The second criticism stresses
a point too often neglected by statisticians, but the first is an
unnecessarily pessimistic commentary on the knowledge and
aptitude of farmers. Although it is true that they would have the
same trouble, perhaps somewhat augmented, that a business man
has in preparing his income tax blanks, yet the problem seems
not insuperable, and once the farmers were trained to keep ele-
mentary accounts, the information Streightoff proposes gather-
ing would be invaluable in distributing farmers according to the
size of their net income.

Streightoff also lists his criteria of ideal income statistics:
(a) urban incomes segregated from rural, (b) incomes adjusted
for standard of living and purchasing power of money, (c) small
class intervals. (d) incomes classified according to source (from
property, labor, etc.), (e) occupation, residence, and race of
income recipients, (1) complete returns from every gainfully

10? Department of (:onimercc, Income in thr United State,, Iq2q-7 (Wachingtoii.
1938), p. 22.
' Rp1i:i d- RieIle.e, (I'aris. I97).
I &nlo,,uc J(III rnal. XXI I I (i qi . .I2-7.



62
I'ART ONF

employed. This is quite tH Oi(k1, but it is
significant that hefailed to give a definition of what shall he ((I1ISi(lCred 'fluonle, hdid not specify whether he would use the mdi'. I(ItIaI or the

as his income recipient. and in calling for complete
1C(UtflS fromevery gainfully employed he ignore(l the mat iflCOIflC recipientswithout gainful occitpaUOfl."°

b) King and Alacaulay weak on explanations

The methods employed by King in his pioneer work on Weaftjand Income were dnfortunatcly insulliciently explained to makeit possible to assess their propriety. He was probably justified inconsidering the Wisconsin (listri but ion as representative, atleast for the middle section of his composite
distribution, whitehis use of earnings data and income tax statistics for the lowerand upper ranges respectively would seem logical. In arguing fora distribution based on families rather than individuals, he failedto see that. for some Pt1P0SCS the former is preferable, and forothers, the latter: hut this is less a criticism of what he has donethan of what he has left undone. The reviews of King's first at-tempt seem unnecessarily critical. 6. P. Vatkins dismissed it withthe charge that King's "faculty of statistical analysis" was made-qltate,tI while A. A. Young in his more (liSpaSsionate reviewconcluded that the method King used in estimating the aggregateannual product (which was distributed among the 28,500,000families) 'must have involved a large amount of conjecture"."lie based this condmision on the allegation that the federal in-come tax returns for i 13 showed that (a) King's scheme of distri-bution was "very mudi awry". or (b) his estimate of aggregateincome was "very much too large", or (c) the federal governmentgot only three-fifths of the income it was entiticd to under thelaw. Young (lid not make clear how he arrived at this criticism.While the whole discussiomi lies outside the proper realm of thispaper, it may be observed that the subsc(1udnt National Bureau

Since in subsequent
discnsion he reu)gIlizc(1 owneichip of propert and rightsof private property (eg., gifts and inheritance) as sources of iiicomc, Streightoffprobably would not have been long in tliscoct-ring. in an attijal (lIUIbtiOfl 11thast-mcntioned oversight -

Ui American
Economic Review, VI (iqti), .4j.ii - Quarterly Journal of Econouiicc, XXX 1q16). r,Il
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estimate of the national income in igio was even larger than
Kings figure."3

The method employed by Macaulay fl 1921 was also too
sketchy to allow much criticism. His concept of the personal
income recipient was not clear. Apparently it fails to compre-
hend non-gainfully employed persons with income, yet he sig-
nificantly fails to say so. In 1929 Leven estimated there were
2,000,000 income recipients without a gainful occupation," so
this may be a significant confusion in Macaulay's analysis.
Furthermore, Macaulay's wholesale adjustment of income tax
data for underreporting and negative incomes, and his smoothing
of the final (liStflbUtiOfl curve raise several doubts in the reader's
mind, especially since these adjustments are largely unexplained.
Perhaps for these reasons, Bowley suggested that Macaulay ziiight
well have postponed publication of his estimates, or at least have
buried them under his mathematics. "It is inadvisable that very
doubtful estimates should be given currency. . . . Statisticians
are sometimes inclined to let their desire to obtain a complete
statement overcome their knowledge of the insufficiiicy of
materials." the English statistician commented."

King's 1921 distribution, as the description suggests, was de-
vised by means of one arbitrary assumption after another. The
results simply cannot be given the credibility demanded by the
detail in which they are presented. The passage from gross to net
farm income by means of the crop reporter sample is unconvinc-
ing, even though King does strive to correct for the lack of
randomness in the sample by means of an arbitrary adjustnient.
The use of income tax data to adjust the distribution for incomes
above $2,000 is broader than any other writer has dared make.
Because of exemptions and credits to income, it is generally
recognized that these income tax data are unsuited for this
adjustment below some such level as $5,00o. In fact, the National

'1 King's estimate was $30.5 billion, while the National Bureau put the national
income produced in 1910 at $i.8 billion (Mitchell. King, Macaulay, and Knauth.
op. cit., I, is).
113 Leven, op. cii., p. i86. In fact, in adjusting Macaulav's distribution to 1929 con-
ditions. Leven felt constrained to supplement it with those "income recipients who
were not gainfully employed" (ibid.. pp. i, 178).
115 Review of National Bureau's Income in tile United .%iatej, ()uarirrl Journal
of Economies, XXXVII (1923). 510-17.
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Resources Committee used these data tot adjusting lUComes oflabove the $7,500 level. Furthermore, even if it is
thatnegative incomes are a legitimate constituent of the desired (us.tribution, King's method of estimating these negative inoby extending the curve of positive IIICO1HCS, freehal)(I li(() thenegative side of the graph can hardly be COndoned. Finally, Onewonders why King further confused the issue by the employment

of at least four different concepts of income. Certainly the morerefined concepts made the resulting synthesis not only morearbitrary and fictitious, but also more vulnerable to criticismagainst the general policy of considering unrealized capital gainsand imputed interest as income. The chief argitmetit in its de.fense, in the present instance, is that King evaded the questionof which concept of income to use, by constructing distribtitjon5based on all the different concepts and letting the reader take hischoice. Such a procedure may be statistically commen(kil)Je butit does further confuse an already complicated mosaic.
King's distribution for 1928 obviously cannot be evaluatedand Leven's conversion of it into a family distrjhtttjo meritsonly passing review. Leven himself admitted "that the estimatesare extremel)' rough and only tentative" while the fact that lieelaborated his procedure in the subsequent Brookings inquirymakes an appraisal of this earlier work redundant. The manyassumptions involved and the absence of clarity in his methodhave been indicated.

c) Leve,, (Imu's seve,a/ Cfltij,5p11

Passing over King's temporal analysis of Income distributionsbased solely on Statistics of Income tables and the Census esti-mate for gainfully employed, we reach the 1929 (listrihution ofincome by the Brookings '5tittoli. This study, in sharp con-trast to its predecessors, is replete with details concerning themethods employe(t and calculations made: yet certain .signih-rant explanatio,i5 are missing. Information on how the 'tinder $o(lass was estimated is meager, " and, as Buitis pointed out. no
'1 Reed. op. Cli., p iui.
'IT It seem% designed to appro,(tmatc the Irgule ir 5t(IjLsl "1 I'iroe fo, !24,I %% ahirrgton, igi), p. ii. for "Loss from sale of real estate. 5(4)4 ks. hoiids. drother than reported for tax credit". This is a mere surmise, tiowescr.
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explanation is made as to how the independent estimate of
personal incomes in 1929 was broken up into three distributions:
(a) incomes of heads of families of two or more persons, (b) sup-
plementary income recipients in families having more than one
income, (c) incomes of unattached individuals living alone."
The inclusion of realized capital gains and losses in income has
been criticized on the grounds that since the former swell the
number of families in the upper income brackets and the latter
presumably dominate the negative income class the distribu-
tion's utility in a study of savings is impaired.11 Moreover, the
synthetic families (artificial compounds of breadwinners and
supplementary earners) used as the unit of the income recipient
seem less defensible than existing or economic families, or
ammains. Certainly they introduce an unreality into the distri-
bution that makes one wonder just what the final figures repre-
sent. Burns further characterized the personal income distribu
tion underlying the family distribution as a patchwork based on
scanty data and some dubious statistical devices. Among the
latter he stressed the conversion of actual gross farm incomes
into net farm income equivalents by means of a scanty sample
and rank, instead of identical farms, correlation.1b0 Furthermore,

119 Nor does Leven explain how the distribution of families with two or more
income recipients was divided into two distributions of (i) families having onl
two income recipients, and (2) families having more than two income recipients:
etc.
119 Burns. op. cit., p. 495. This effect on the distribution was admitted by Leven.
Moulton, and Warburton, op. di., p. 57. and defended on the ground that such
gains and losses "must be included in the income received by individuals if we arc
to discuss intelligently the flow of income from individuals into consumption and
investment channels' (ibid., p. mi). The error arises, as Leven confessed (p. 13n).
from the impossibility of segregating capital gains considered as income from
capital gains considered as capital. This psychic difficulty would suggest omitting
realized as well as unrealized capital gains and losses trom income, when studying
consumption and savings.
120 This raises an interesting statistical problem. The correlation of gross with net
farm incomes, in the samples. was made by first arranging the gross and net farm
incomes in separate arrays. from low to high, and then by associating a given
gross income with that net income occupying the corresponding rank in the array.
That is, low gross incomes were associated with low net incomes, and so on. This
method of correlation gives a higher coefficient than that in which a given gross
income is associated with the corresponding net income for the sanie farm. It also.
as Leven observes (p. 200n), has the effect of increasing the slope of the line of
regression of the net farm income on the gross farm income, thereby swinging this
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the correction of incomes ab'vt the $t,000 level for underreporting and evasion is not clear. Leven states that the estirnatjnumber of income tax returns of persons reporting income frombusiness and protessions has been raised 65 per cent. This per-centage is based on Macaulay's experience with the 1918 data,and on Leven's own survey The lnconu' of PIi'sicianj. He donot say whether the same percentage was used iii correctingeachincome class. Nor does he make clear whether it is the total income of these reporting persons that is increased, or just theirincome from business and profession. Finally, several of the flu.merous assumptions inherent in Leven's calculations
have al-ready been cited; some may be empirically

vulnerable, while allare certainly open to del)ate. But regardless of their general valid-ity. the question arises whether the use of such algebraic
relations,eg., between occupational and total income or between gross andnet farm income, does not conceal basic differences between theincomes of individuals or familiesdifferences it is the purposeof a distribution of income to reveal. It may be true that, in gen-eral, net farm income is a certain function of gross farm income;hut the fact that this function varies I om farmer to farmerwithin a given gross-income range is one of the many rcans forinequality in [arm incomes. The assumption that this function isconstant for a given income class woukl have the effect of conceal-ing important inequalities.

Statistical evaluation of Tucker's article is not appropriate
line counter-clockwise atut the mean value. llv increasing the slope of the iegr-'don line Leven in effect obtained lower values fur net farm incomes in the lowerincome brackets than would have been obt-aiiied by identical-f-arms correlation.Lesen argues in defense of this procedure that he tint not wish to find the netincome for the sante farmer for whom gross i,;come was known. but rather thathe wi.ched to reconstruct the tlictrjhucitiii of net incomes for the entire group offarrner5. There is clearly some point to his argument, since the use of a regressionequation based on identical-farms

correlation to estimate the distribution of netincome inevitably tends to kld a distribution
less dispcised thati the 'true' one(ci. Part Two, section t of discussion l) Milton Friethuan). However, it is doubtfulwhether this argument fully justifies Leeu 's procedute, in s ictv of the difficulties

of attaching an clear anti
unambiguous meaning to it. Moreover, the higher r-

relation coefficient obtained by arranging the items in ai rass does nor increase therepresentativeness of the clap reporter suupie. nor does it cot ICCt for the Iatthat the samples used to derive the relationship
between gross anti lict were admittedly limited in large part to the more sin cesslipi anti

bettet-remunerated
farmers.
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since he failed to construct a complete distribution of income.
This does not deny the fact, however, that teUaiii of his analytical
devices seem to be misleading. while his contention that changes
in the distribution of taxpayers' income indicate changes in the
complete (liStribUtion is subject to considerable doubt. A nio-
inent's rellection will show that regardless of what happens to the
tipper income distribution, a shift in the location of the modal
income, or a flattening out of the lower portion of the income dis-
tributionto mention only two possibilitieswould signifi-
cantly alter the effective inequality of incomes.

d) National Resources Committee

For statistical adequacy the distribution offered by the National
Resources committee leads the list of American distributions of
incomes. This is not to say that Miss Kneeland and her staff have
constructed a 'correct' distribution of income in any absolute
sense, but rather that they have come nearer the desired goal than
any of their predecessors. In all fairness, it should be added that
credit for this achievement is not necessarily due to any technical
or statistical superiority of Miss Kneeland and her colleagues.
Although they are undoubtedly competent statisticians, it must
be admitted that they had at their disposal better and more abun-
dant original data on which to base their distribution of income
than any of their American predecessors in this field. Credit is
due them mainly for exploiting rather fully what source material
was available. In addition, they deserve commendation for ex-
plaining not only in some detail but also with laudable clarity the
methods and assumptions used in passing from the sample data
to the global distribution. In this respect, too, they stand out from
among their predecessors.'2'

The major weaknesses of the National Resources Committee's
distribution admittedly center on the use of the income tax data
and the handling of the relief item; in addition, such points as
the exclusion of institutional residents from the final distribu-

121 This does not deny the fact, however, that the description in &nuuner Incomes
in the United States of the adjustments made by means of data from income tax
returns still leaves the reader under somcwhaL of a cloud. A fuller explanation of
these adjustments is necessary. Such an explanation has been prepared by Enid
Baird and Selma Fine and appears below in Part Three.
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such assumption is admittedly necessary, but the present one
seems to do violence to our sense of expectations. It is hard to be-
lieve, for example, that even the majority of the so-called 'eco-
nomic royalists' share their properties and iiicomes evenly with
their wives. Instead of pairing women with high incomes against
men with high incomes, it would seem just as fitting to pair high-
income women with medium-income men. The problem, how-
ever, is admittedly difficult; any system of pairing would have to
be arbitrary.

The correction for nonreporting and understatement of in-
comes admittedly is likewise exceptionally artificial. Just why ii.
was decided, for instance, to increase the number of families in
the $5,000 to $io,000 income class 25 per cent is hard to perceive.
And since no referable explanation is given, one is forced to con-
clude that it was largely 'drawn out of the air'. Also, how was the
decision reached to increase the aggregate income o the same
class 15 per cent? It would seem that if such corrections are going
to he made, some sort of basis for selecting the given percentages,
other than a vague reference to "tentative estimates advanced by
several authorities", should he indicated. Otherwise the careful
reader is left unconvinced, while the untrained reader is given a
sense of accuracy in the adjustment that is belied by the facts.

Finally, it is unfortunate that the passage from statutory net
income to economic income as defined in the study could not be
effected more satisfactorily. Because only preliminary tables ol
certain 1935 income tax data were available, the National Re-
sources Committee was forced to carry through this transition by
means of at least two arbitrary assumptions. The first was that the
necessary additions to statutory net income, (i.e., for net capital
losses, contributions, taxes paid, interest paid, and tax-exempt
interest received) and deductions from statutory net income (i.e.,
for capital gains) were distributed among the various TOLIS of
return (joint, separate, etc.) at each income level above $5,000

"according to the proportions of aggregate net income [statutory]

125 Ibid.. p. 8.n. In this connection the reaoiiing underlying the following toot -
note is interesting: 'The setinence of the adjustments for nonreporting and
understatement [the former was made first, and the latter secondi implies that
families added to the distribution to allow tom- noiiICpOrtiflg would have under-
stated their incomes to the came extent as (lid the families that actually filed
income tax returns.'
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PARl- oreceived by each group at the various levels". Second, withjeach income class the combined additions and

deduct103 re-quired to pass from statutory net income to economic inwere apparently dividcd e'enly among the incollie
lecipients ineach class. Both assumptions are far from obvious, and their usenecessarily attenuates the reliability of the resulting
distributionThe distributions constructed by the Bi-oukiugs Iflstituti for1929 and by the National Resources Committee for
1985-_S6 arethe most satisfactory thus far presented, all things

Considered. Inthe accompanying outline, certain respects in which they
differare pointed out, in order to illustrate some of the

many decision5the investigator must make.

BROOKINGS INSTITUTION N VIJONAL
RESOURc

COMMITTEE
Vat,i,t' of Sample

The lower ranges arc based
on a composite of ninny small
samples for varying years and
gi-oups, adjusted to 1929 condi-
tiOflS.

The income classes abose the$5,000 level ame based on Statis-tics of Jncome data.

Differences in 11e
rhe definition of income pro-sides for the inclusion of capitalgains and losses. Hence, the neg-ative income class became a sig-nificant part of the distribution.Moreover,

supplementary in-conies (as opposed to earnings)arc inclu(led12

The Lower ranges are based onthe Consumem- I'urch Studyof 300000 lamilics representingvarious regions and groups inI 93-3t).
Above the $7.00 level the dis-tribution is based on Statistics of

Income (lata.

menial Definitions

The (lefiflition of income cx-links tajntal gains and losses,exupt in lower income classes on
goods ext hanged within the year.
No negative intolne dass was seg-tuga id -

I
ibid., p. 82; Part three, Sec. IV, t-jwdaIIv note .

121 Apparently the same items of non-money inu)nIL farm iu witsuined oft
the farm and imputed rent on owned

housesare imitideti in both (iIStIlbUttOflS,
There may be slight differences in detaik however.



The definition of family refers
to census-biologic families, in
which 1)100(1 rclationslup is the
primarY attribute. The actual
joining of the supplementary in-
COnIC recipients to the main
breadwinner is part 1)' a matter
of chance, and the lamilies' are
more or less 'compounds'.128

Dill erences i

Occupational income was de-
rived, made to jibe with the De-
partment of Commerce estimate,
then supplemented with (i)
other income of the gainfully
employed, (2) that of those with-
out gainful occupation.

The incomes of farmers were
estimated separately by means
of Department of Agriculture
figures and the crop reporter
sample.

Up to the $15,000 level, fam-
ilies were synthetically built up
by joining SU1)1)lClllefl tai' in-
conic recipients to main bread-
winners.

12$ Neither distribution, of course, asoided certain artificialities ;iherent in the
Census de1nition of family.

A slight understatement oc-
curred because of the inclusion
for income levels above $7,500 of
supplementary earnings rather
than supplementary incomes.127
At lower income levels, supple-
nientary incomes were included.

'I'hc definition of family refers
to economic families, i.e., living
under one roof and having a
(Oflhllioll 01 pooled income. Some
arbitrariness arises in the pair-
ing of husband and wife in the
upper income classes, and in the
exclusion of self-supporters from
the family.'28

n Procedure

The nature of the sample
made it possible to pass directly
to total income (except a small
item of supplementary unearned
incomes), which figure happened
to jibe tolerably closely with the
Department of Commerce total.

Since farmers' incomes were
included in the Consumer Pur-
chases sample, the necessity for
separate estimation (lid not arise.

The lower ranges were already
on a naturalor eistingfam-
iiy basis, because of sample. Arbi-
trary palling was employed to
put upper ranges on a family
basis.

S

I
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Underreporting and evasion in
the incomes of $5000 and over
were set at 65 per cent; the esti-
mated number of income tax re-
turns for business n(l profcs-
sional incomes was increased by
that percentage.

1'his correction was applied to
the distribution of Occupational
income.

InClUSIVe ness of Fin

Constjtuu of instjtutjotitl
groups are iflcju(Ied in the final
disti ibutj as unatta(-he(J inch.
'iduals in the category of spend-
ing Units.

Correction of Inemu e Tax l)a(a

4 RECAPITULATION OF ICOIF DISTRJII('-I-U)\ STLDIESThe accon1paIiyjig outline presents in suniniarv form the moreimportant characteristics of the studies of the distributioti of in-come discued in this section.

(:ol'Ic:tits 11)1 lIOflZ'Cp(ittig
follow: inclease the I1tII1l.r

offamilies and aggregate 'n(omein tile $5.O00._$i0,ijø class
pCI- rent; iii the $l0000$15
class 15 per cent.; in the
$20,000 class per cent.

ions for understatement: inhi'ca, tile aggregate in.
conic of families in the $5.000-.
$ Io.000 class 15 per tent: in the$100 class 15 percent; in the
(-lass 10 P ('(nt; in the $25,00o_
So,000 (hISS 5 p tent. hoe
osetall tSt itilate of tIfl(lerstatc.
IllotIt ((liLt led it) PC' cent, and
was niade after the nonreport.
ing correction had been intro-
(lLi(C(l.

1 luc (oiled 11)115 Wul c applied
to the distribution of total money
in(:orne, before the addition of
tile StlpplcmejL.. earners.

a! Distributjoz

Jflstituti(lnal residents are not
in the fitial distribu-

tion. althongi their irnonies are
estliliateci a tid J)resdnted sepa-
ratds.

i'ARt
105F

F. II.

Iau ri

Sian ii t
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NAME OPUS

C. B. Spahr t8g6 1890

F. H. Streightoff 1912

Maurice Leven

National
Resources
Committee

DAT! OF

DISTRI- BASIS

BIJTION OFES11MAIK

Wealth holdings
and common oh-

ser'vations

Labor earnings

I. King 1915 1910 Labor carmngs Census
Wisconsin in- famil

come tax data.
federal data
on the rich

W. I. King trispub. iii Federal income
Unpub. 1928J tax data, wage

and budget
samples

Maurice Leven ig 1928 Converted
King's 1928

estimate

1934 1929 Wage and farm
samples, federal
income tax data

Study of Con-
sumer Purchases

1938 1935, and income tax
1936 data

Income
recipients

Family
(synthetic

Family
(synthetic)

Economic
famiI

UNIT PURPOSE, REMARKS

Census Social - taxation
Family problem analueti.

Occupied To show necessary
persons data lacking; in-

cluded income
from male labor
alone.

Primarily
statistical.

To assess people's
ability to pay for
medical care; ten-
(alive conversion
to families.

Cniisiiming capac-
it) and saving
power; also statiS-
ticily ambitious.

National con-
sumption esti-
mates: best distri-
butioti yet Cull-
structed.

1!! Conclusion

One concitision from the foregoing review seems inescapable:
statisticians and economists have been striving valiantly to fill
the persistent demand in this country over the last generation Or
two for statistical evidence concerning the distributin of wealth

F. R. Macaulay 1921 1918 Wage samples Income
and federal recipients

income tax data

Statistical; in-
chided negative
and imputed in-
come.
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and income. Evidence of their efforts began to .)etr Some twoscore years ago. Since then there has beeti a steady flow of pub.lished attempts to distribute by sue the wealth holdings and j.comes of the people in this country.

The data and methods used and the general aims held by theseinvestigators were indicated in the preceding pages, and an at-tempt was made to evaluate the stausu(:aI adequacy of these dis-tributions. unfortunately, their evalution luSt be in relative
rather than absolute terms. A relative appraisal of the adequacy ofthese distributions leads to extensive differences of opinion apoint of which the readers of this paper probably need not be re.minded. But even sharper differences of opinion would atise wereone to assess iii absolute terms the degree to which a given distrj-bution of wealth or income was adequate for the purposes forwhich it was intended and used. Probably Some would aver, ingood laith, that all these PL1L)lished disti-ibuti08 were totallyinadequate. On the othei- hand, a few might insist, with more te-merity than propriety, that a given distribution was entirely ade-

quate. Although the persons at the former extreme would prob-ably outnumber those at the other, the majority of qualifiedobservers would likely fall into a middle dass of those who holdthat the existing distributi05 give a rough idea of the actual dis-tribution, but that they arc too crude and inaccurate to allow
measuring temporal and spatial (lifferences in the inequality of
distributjorjffere,ices that 'mist be known if changes in rela-tive welfare of different social groups, in tax burden and taxablecapacity, in the Volume of individual savings and in the pattern ofCOnsumer demand are to he analyzed. Furthermore this temper-ate group of observers would perhaps question whether existingdistribution5 give a true picture of the relativc welfare of the dif-ferent strata in society, even at a giveti moment; or make possiblea thorough analysis of the existing patterns of consumer demandand indivi(lual savings.

A crucial question emerges from tliec uosiderations. Why, inview of this pressing and widely felt need for at t-ii rate statisticalinformation on thi distrif)ut1,I of wealth and income, do we nothave better and more adequate data? Why has there been thistime lag betwee,1 the realization of a need ;uv! its satisfaction?
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That Aiiiei han statisticians have beeii unusually inept, or that
they have been unwilling to give reign to the imagination can
hardly be cited as reasons why their efforts in this field have met
with such limited success. In fact, the reverse is probably nearer
the truth. Many investigators have been too ambitious and have
overstepped the limitations of their data in striving to construct
statistical pictures of the distribution of wealth and income.

The reasons why the statisticians have been thus thwarted fail
into three general classes. On the one hand we have the psycho-
logical factors which lead a person to consider his own income
afl(1 wealth a secret even though he may be among the front ranks
of those clanio mg for statistical information on wealth and in-
come distribution. Moreover, this spirit is probably fostered by
democratic institutions that aim to exalt free private enterprise,
individualism and personal libertyall with a miiiinium of gov-
ernment interference. It is also undoubtedly encouraged by the
fear that any personal iflCome and wealth information will be
used for taxation purposes. Whatever the psychological, social,
and political factors contributing to this attitude of reservation,
its existence is strongly attested by those who have had the occa-
sion to attempt, through field surveys or otherwise, to procure
wealth and income statistics from a considerable number of per-
sons. Hesitancy about answering questions on income and wealth
is more pronounced in the upper economic classes; but some
maintain that persons in the lower strata, although more willing
to divulge the desired information, nevertheless commonly mis-
state their incomes, either through ignorance or design. In fact,
it has become almost au axiom that the adequacy of the response
to a questionnaire or field survey varies inversely with the num-
ber of questions on such personal matters as income and wealth.

The second group of reasons accounting for the failure of
Statisticians to meet this demand for statistical information on
the (listribution of wealth and income lies nearer their own door-
steps. It is the failure to reach satisfactory definitions of wealth, of
income, and of family or whatever wealth-holding and income-
receiving ullit is being employed. Irving Fisher has observed that
there is hardly a cOUflflUflLS 0/fl fliO among economists on the defi-
nition of income.'29 Simon Kuznets has indicated some of the
129 'Jnwrne' Enc-wiopedia of the Sodal Sciences, VII, 622-5.
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Obstacles iii the way of selecting a usable anti
Incallmgful defjnj.

tion of wealth.'3° The idiosyncrasies of (lie Census de1jiijt011 jfamily arc svell known. That the National Resources Co1j1
to cite only one example, felt constrained to Ciliploy a
different definition of family is itscif CVI(kflce that the Cens5concept is not wholly appropriate for income distributionsMacaulay tried to avoid sonic of these tlilhctiltieS by Using indi-viduals rather than families. Whether such procedure eludesmore difficulties than it raises is open to qtIcstion. if the iIldj'jd.ual basis is used, then King's further relineiiicjst to 'amruaiii

warraii ts consi(lcration in certain cases.
A third possible reason why attempts to constrtl(t distributions

of wealth and income have been relatively tinsuccessfiil is that, inaddition to the meagreness of primary data, functionally
relatedseries arc als5i scarce. Titete seem to be 'iew C(otioinjC set-ics stif-

ficiently closely and simply related to income aII(l wealth to makeit possible to derive the latter from the former. ftc attempts re-peatedly made in this direction have (hits far Dot beeti attended
by particular success. Efforts to derive the (Iistributio1i of incomefrom the distribution of rents are one exalnj)Je; the method ofestimating wealth holdings by capit hiizzn income is another.

F'rom this brief discussion it would seem that several obstacles
must he overcome if a satisfactory distribution of income, for ex-ample, is to be constructed The first is a decision as to the pLir-pose of the (listribuuou. Once ttiat has been made, a suitabledefinition of income and the selection and definition of the in-
come-receiving unit (family or individual or anlmaiu) must hemade. After this underl)rush has been cical-e(l away two coursesare open to the statasti(-iaii; these may bC corisidele(1 either asalternatives or as compicinctits The first is the (lirct IwouIre-ment of statistical information, eithci- for a sample or the uni-verse, on the Incomes of the (say) families This, in turn, 'nayrequire either a remolding of the people's tilon's Iii the (hirCCtiOIIof induring them to divulge more freely and a ui atclv the (IC-sired information concerning their mo nues, or legislative enact-ment making obligatory reporting of nco to t lie Census, orpossibly both. '3' The second 0 mrs, vhi h-h rna' l)C employed

Vol,,n' Two, Part One.
aI Even the statutory requirement would have its IiruiIatios. (hance of s
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either as a SUI)StitIItC for or a complement to the first, is to ascer-
tain the distribution of rents for relatively homogeneous groups,
derive the rent-income function for each such group, and pass
therefrom to the distribution of incomes. Weightingand summa-
tion wouki then give the global distribution of incomes.

It would he hazardous to Conjecture precisely when statisti-
cians will succeed in overcoming the present obstacles to really
adequate distributions of income and wealth for this country.
Because of renewed positive interest of public as well as private
research organizations in the problem, one may expect in the
ticar future not only better distributions but also distributions
adequate for statistical induction.
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Discussion

I SIMON KUZNETS

Mr. Merwin's survey reveals the variety of purposes that luoti-
vated the construction of distributions of income and wealth by
size; and describes exhaustively the daring feats of ingenuity
performed by skillful statisticians in their attempts to overcome
the absence of basic information. In view of the lack o basic data.
it seems surprising not that the estimates have been so few, l)ut
that there were any at all; not that they were SO poor. l)ut that
they came within hailing distance of the truth.

However, the matter that interests tue most is not the charac-
ter and quality of the estimates, but the factors that explain the
absence of basic information in the field. WThy was no informa-
tion collected during these decades on a sufficiently comprehen-
sive scale to make possible an acceptable distribution of income
or wealth by size among individuals or families? A great deal of
other basic economic information was being collected, largely by
public agencies: the censuses of population, agriculture, rnanu-
facturing; reports by the Interstate Commerce Commission on
most public utilities; by banking authorities on the state of the
credit system; by custom house authorities oii foreign trade; and
the like. Since, aftei all, the economic system functions in outer
to satisfy the ticeds of the nations ultimate consumers, is it not
surprising that information on what the economic system pro-
duced was not supplemented by equally iifl1)Ortaflt data Ofl the
flow of incomes to individuals or families, or on the stock of
weal tli at their command?

Mr. Mci-win suggests briefly some of the factors that may serve
to account for this gap in the economic information in !hc past
and, to a less extent, even at present. But this point needs further
discussion and illumination- While the supply of basic economic

85



86
IARl ON

0 Idata may be affected partly b aeudciital CVClits, U is Ofl tile
wholecletermille(I by fundaniental views ol (IIC IRUj S0(i;ii S to therclativc im)t,rtjlI(e oF vanous aspects ol C(OIloIl(j(- atiity and

illthe need of inforinatioii to aid in the s,l t'(i of 'aij eco-
StInomic problems. I)ata (-ollecti ii is exjwiii C, bOth

1

misense of CoSting Illoile to the (011eCtilig aiI(i the reporting ageii_des and in the broader sense til effort needed to translate the Ire-
(let(jtICfl tly LIIlli)flfltilated aWl tiittI(IitC(l

[IIIJ WCSSiofl5 or records in0
toreportable and quantitatively measurable iacts. If in tlii (Oilfl littry during recent dcades, public ageilcics have l)eeIi coliectitig
hi-SO many data oii sonie aSpects of ecolloillic activit and so few
disothers, there must have I)CCll good and soiflicictit reasolls it is in1.
Noportant to ascertait, these reasons. for tiic Prosi(k' (IIICS to thefactors that deterniue the supply of statistutl dati.a probleni
slidose to the heart of every enhl)iricall\ tlliri(lc(i student in the

- ofciai SCiCIICCS_ \Vc shall, tlieref ore, proceed to a ilecessarjl% telita-tire Coflsjderatjozi of these reasofis, 'vitli P1ItULtJar reference tO ti()the data (ill (IiStrjbutjo,1 of 1IW0IlI I) Sue ltI10ilo- u11(livjdttahs or curfamilies.

hcIt may be sLIggcstc'cI that the path of pfl)gress ill (lie collectionof statisticaj data ill tile ccofltinc field is Iioii1 population to pro- acductioi1, atid frojii Pio(Iuction to (list ribtioti It seems natural
ti_that tile collectioi1 of Cellsu (lata IS aiiv liatioti wotiid l)egin with erathe qtlaIlti(tt ise aspects of Population, (Jf people as the substance redof the nation and the U!(lI?l(1 rn/jo of its CXiStCuIce svould then SueProceed to ascertain ivhat tIiesi people pi O(Itice: atid would con- adncern itself with tile (listrihi,tjoi 1)1 results oil C(ifllOIfljç activity Sariamong individtziis 01 families only altcr hiavilig ascert;iined how evcimany of them there are and how flinch they JflO(lUCe One could (tat;thus say that the basic reasomi for the absent-c (luring recent tribdecades of compreheitsi ye infornt11 ott (list ri 1)111 iOn of income Iby size, conctirl-ent with an appaiCilt iv J)Idntiful supply of data andOil producj011 is that generali tile lorriler svoti Id be collected etihlater thati tile lauei aijd thi;it this iv was still iii the J)ha dutof Statistical (tevelopiiic1t at wh Rh data on prod licE lois could Wl(lnot yet be complenlented by data on the distrii)lI1j)1 of the re- tiolisuIts of such productiofl among ii ltim1i1 te o InSII In ing 1111115.Whether this stagetheor) of the developmnerst of romprehen- of stSIVC statjstk data is valid in terms of the actual hlislorical ex- CVCI
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perience in modern countries, I do not venture to say. One does
get the impression that censuses of population and of production,
in the order named, are the earlier phases in the growth of
statistics in the various countries since the industrial revolution;
but a careful test is beyond the scope of the present comments.
In the absence of such careful tests, and of supplementary evi-
dence, it would be impossible to demonstrate that with respect
to this generally valid succession of stages, this country must have
been in the second, the development of production statistics, and
has failed as yet to reach the third, the development of data on
distribution of results of production among consuming units.
Nor would there be much meaning in such a statement.

But whether or not the generalization is historically valid, it
should still be indicated why the development of various bodies
of data should be sequential rather than concurrent. Why sliould
data on diStril)ution of income by size wait until data on popula-
tion and production are complete, rather than be developed con-
currently with the latter? The answer to this question seems to
be that with scarce means, some selection of fields of comprehen-
sive coverage must be made; that knowledge of one aspect of
activity is an indispensable prerequisite for planning the statis-
tical coverage of another; that the concurrent collection of sev-
eral bodies of data is not necessarily complementary in terms of
reducing per unit costs but may, on the contrary, serve to raise
such costs; and that many statistical data are byproducts of the
administrative activity of the government and hence are neces-
sarily selective since governments cannot deal directly with
everything at once. That in this necessarily sequential relation,
data on poptilation and production should precede those on dis-
tribution and consumption seems plausible.

l'his general impression of the primacy of production data
and of the study of production processes has perhaps been re-
enforced by the rapid industrial development of this country
during the decades under consideration. This resulted in a rather
widely entertained, and, to a considerable extent justified, no-

tion that the country's economic progress, i.e., increase in total
product and economic power was rapid; that the potentialities
of such progress in the future were still considerable; that what-

ever problems might exist in the distribution of the national in-
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I'AkTcome among the consuming Units of the
nation would

be 5OIby the rapid rise of the production curve; and that corresp4ingly the funCtiOn of the government was to
preserve that i.dorn of private enterprise which would allow it to

COfltjflfl jsplendid contribuuofl to social wdlare by raising the state oftechnical arts extending the area of economic
activity, and j.creasing the total of goods prodrw cr1. Such an attitude

meant thatdata collected for the purpose of information anti
observation

would relate primarily to productionas a basis of judging the
rate of progress and its origin in the various

industries. It alsomeant that the public agencies were to be concerned
primarily

with the preservation of free competition Within the
countrs andmaintenance of preferred position against foreign
competitorsfunctions that involved dealing pu maui l wit li
productionagemcies and hence collecting primarily prodin-tion

statistics.
And data on prxiuction. being available largely within andhence provided almost exclusively b producing or busjnesunits, cannot yield (lata on distribution of income by size amongconsuming units.

If this was the viewpoint of society at large. there
was also littlepressure for income

information on the part ol l)usiuess groups.Problems of marketing and distribution had not yet come to oc-
cupy the ('enter of attention that they seem to now: the rapidextension of the productive system and growth in the volumeof
output meant that the restriction of the markets was a sporadicrather thait a chronic

circumstance. The growth in quality grxds
and

semi-monopolistic markets, of advertising pressures andmarketing surveys, was still largely in the future. The relationbetween income levels and consumption was of less importance
to the business

community at large thaim it is now; and thus one
of the effective forces now pressing for information upon distri-bution of income by rue, combined with regional breakdowns.
was lacking, or at least mUCh weaker than it is now.The attitude of the individual to the provision of informationon income was to a large extent a corollary of the general view
of the body social oii the greater importance of increasing pr0-
duction (and population) than of remedying the Ills of incomedistribution, both products of the free individualistic organi7a
tion of economic activity. Naturall enough. the people who



DISCUSSION 89

were at the top of the income pyramid resisted attempts to shed
too much light on the inequalities in the distribution of income;
an(l they continue to do so. But their resistance could not and
cannot be successful unless it is backed by a negative attitude to
the revelation of income information, an attitude that is a direct
corollary of a viewpoint suggested above.

The connection is not difficult to see. If one believes that the
economic system is enjoying and will enjoy in the future a rapid
growth of output that will overcome any transient ills resulting
from inequality in the distribution of income; if one believes
that this beneficent progress is due to the invisible hand of provi-
dence which converts the selfish striving of individuals to their
economic aggrandisement into a horn of plenty for the country
at large; and if one considers further that part of this selfish be-
havior of free individuals is to withhold information of any sort.
unless required by the state in order to perform its proper func-
tionsthen the reluctance to supply income information can be
fully understood. The state should not do anything about ihcome
distribution, since the recipient of large income is being re-
warded for his greater contribution to the national product and
the recipient o small income is being punished for his failure
to contribute. Since the state does not require income data of
this type for the prosecution of its administrative activity; and
since the unequal distribution of income is just a tool, and an
efficient one, in stimulating economic growth. there is no reason
why the free individual should sacrifice his competitive right to
withhold information. The man who thought or was forced
by society to think that he was the captain of his economic des-
tiny would naturally resist giving an account for it to anyone
but to his economic soul.

Technical obstacles undoubtedly added to the difficulties.
To begin with, comprehensive coverage of any information re-
lating to individuals or family units in the economy is much
more difficult than coverage of productive or business units, for
the simple reason that there are so many more of the former.
Second, and perhaps more important, it is far more difficult to
obtain accurate quantitative information from a consuming unit
than from a member of the business system, since the accounting
nf the former is much more sketchy.
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In this connecti011, it should be noted that of the various tyof income, the one on which it is most (liflicult to obtain
accurateinformation is that of individual entrepreiteurs. In the case ofsalaries and wages, dividends or interest, the ovtrt receipt of apayinent makes it possible to rewgutzc inCOme dearly and toascertain its magnitude with relative case. The

establishmentof net income of individual entrepreneurs is a heroic task indeed,In the decades when individual entrel)reneurs hulked largeamong the income-earning population of the country and wheneven corporations were often unaware of the exact
magnitudeof their net income, it would have been difficult to survey familyincomes in the same way as one establishes in the Census the ageor sex of individual members of the families.There is another, admittedly conjectural. consideration ofgreat bearing upon the present status and prospects of the field:a distribution of income by size among families, for a single yearor only a few years, and without many corollary data. Is of limitedvalue in the analysis of either policy or economic problems. Sucha statement may seem at first surprising.

However, brief reflec-tion will show that even though great human interest anachesto a distribution showing that in a given year there were x fam-ilies, each having an income of a million dollars and over, andy families, each having an income of less than one thousand dol-lars, such an estimate taken by itself for a year or two is scarcelyilluminating. Of course, such estimates are used, but ordinarilyon the dangerous assumption that the distributions for one yearhold for a longer period; that differences among various incomeclasses in cost of living, size of families, or other factors arc notsignificant for interpreting income differences for the purposeat handand there are very few purposes for which such an as-suniption is tenable; and that there is enough stability withinthe distribution from year to year to allow a rough identificationof families within a given income category with the same familieswithin a similar income category at another time.Of course, it is questionable that the realization of the lowvalue of a distribution for a single veai, unaccompanied by manycorollary data, was clearly in the minds of the people who werein a position to determine whether comprehensive data in thefield would he collected, lint it would not be unreasonable to
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assume that this feeling, namely, that unless one could initiate
a continuous series of such estimates and obtain both the neces-
sary breakdowlLs and the subsidiary data the effort was not worth
making, (lid serve to reduce the pressure and to prevent sporadic
collections oI data.

The striking additions to tile data on distribution of income
by size (luring very recent years tend to bear out the tentative
analysis above of the factors that made for the absence of such
data in the past. The accumulation of information on population
and production and their intensive use by students in the field
resulted in relatively satisfactory knowledge of these aspects of
the economy. Of course, significant gaps remain even in these
fields, especially on some of the dynamic elemcHts: population
migration, production of intangil)le goods, scale of producing
unit and of business unit, etc. But a great deal of further work in
these fields must await better data on distribution of income
among consuming units, data the absence of which is felt per-
haps more acutely than ever before by students whose major in-
terest is not income measurement or in the analysis of closely
related economic problems.'

More obvious is the change in social attitude and in the eco-
nomic functions of government as they are now conceived by
society at large. The feeling that there are great reserves of pro-
duction growth in the future is not widely entet-tained now; and
therefore, to put it mildly, serious doubts are entertained as to
tile future effectiveness of the systeni of free and individualistic
economic organization. That this organization is largely a thing
of the past, a result of the growth of private and semi-public
monopolies, is a significant element in the changed situation.
And there is less conviction that the economic fortune of an in-
dividual is entirely or even largely a result of his personal ability.
It is realized that the complex of economic institutions does not
function perfectly or even tolerably well, and that these imper-
fections have painful repercussions among large groups in our
society, repercussions these groups could not cope with or avoid
by any individual effort, no matter how well meant or intelli-

1 It is important that the advocacy of income questions on the tentative popula-
tion schedule for the to Census came from population statisticians interestesl
in the economic factor in differential fertility.
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PAul osgently designed. Correspondmgty, the economic fortunes ofthoufavorably situated are seen as due only in part, and perbsmall part, to their personal ability to contribute to social
we!-

fare: they are seen as being to a large eXtent a result of
strategic

situations created by social mstituuoflS and seized
Ul)Ou1 by a

few individuals, often to the detriment of society at large.it is this viewpoint that provides the pressures and justih.tion for activities of public authorities designed to modify the
working of economic institutions in their (leteriflination of thedistribution of income among individuals and families, it'ides the raison d'être for a graduated income ttX, social

securitylegislation, laws concerning wages and hours, etc. It thm
I)ringsgovernment into fields of administrative activity whose byprod-

ucts are large bodies of (lata on (listribunon of income by size.
And it creates an attitude on the part of the

U)Iflh11iII)it\ at large
that makes the provision 0 income information a natural andacceptable step designed to help the public authorities in deal.
ing with a commonly recognized economic problem.Furthermore. the increasing attention the business system at
large pays to methods of gaugIng and influencing the consumers'market results in pressures, often effective, for information ondistribution of income by size and on related

expenditures. True,
this particular drive is somewhat biased toward higher income
brackets (as is ti-ne of the byproducts of income tax laws) and
often leads to a somewhat

exaggerated estimate of income mag-nitudes; but it is a potent factor,
nevertheless. in forcing this

held upon the attention of public authorities.The technical difficulties in the way of collection of incomeinformation of the type under discussion are also becoming less
formidable, partly because of the increasing

importance of in-
comes in the form of overt payments. partly because the technical
means at our disposal for dealing with large populations have
increased at an

un(loubte(lly greater rate than the poJ)Ulatiofl
itself. Such means include not oiul' t!ie tC(hulical and organiia
uonal machinery for dealing with large scale surveys, but also
the statistical

theory that makes it possible to establish in ad-
vance the reliability of samples and thus to select the latter on
a carefully thought out basis.It seems quite probable that we are on the Verge of a period

- -
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during which comprehensive data on the distribution of income
by size and hence reliable distributions based on such data will
become available. We may, therefore, be confronted in the very
near future with choices among various ways in which such in-

formation can l)C obtained and distributions based on them (It-
rived. While (leep-seated factors letermine the feasibility or im-
practicability of obtaining comprehensive statistical information
on this or another phase of social activity, once these factors are
favorable to the collection of such information, the academic
student, guided by general interests only, is in a position to shape
many of the evolving data and assure their greater usefulness iii
the treatment of the problems with which he is concerned. And
this lie can do by participating in the selection of the various
alternatives that exist, either overtly or implicitly, when the task

of comprehensive coverage of a field like distribution of income

by size is initiated.
In this choice the consideration already stated, that distribu-

tions for single years, unaccompanied by many related data (on oc-

cupation industry, family compositions age, sex, location, cost

of living, expenditures and savings, etc.) are of little use, seems

to me paramount. In the various choices two criteria should be
given the heaviest weight, next to that concerning the basic re-

liability of the information likely to be obtained: the likelihood

that the data will (i) become available continuously, on an annual

basis or on the basis of relatively short time units; (2) be obtained

in such a way that correlation with many other factors will be

possible. We may he disillusioned by the low analytical value of

the first distributions, since their great significance will become

obvious only after they have cumulated into a long series and

have been tested for association with variables other than in-

come. But unless we assure that such development will be pos-
sible, our disillusionment is likely to become permanent.






