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CROSS-CLASSIFICATION BY INDUSTRY AND TYPE OF INCOME

in the latter. If rents were added to dividend and
interest payments to obtain a new total of property
income, the share of the larter would still show a
marked rise over the period.

The changes in the relztive shares of various
types of payment indicated in Table 6 are of con-
siderable significance, and deserve further explora-
tion, especially to ascertain whether both the
changes over the period and the fluctuations that
appear to be associated with business cycles persist
when the dollar volumes are corrected for changes
in the price level. But an adjustment for changes
in the general price level would leave the percent-

age distribution of Table 6 undisturbed. To make
the test significant, we need measures that would
distinguish the prices of commodities and services
purchased by salary and wage earners from the
prices of commodities and services bought by re-
cipients of entrepreneurial and property income
payments. The absence of such price data post-
pones this inquiry.

The conclusions from Table 6 can be further
elaborated by studying the distribution within the
various industrial branches. We turn now to the
cross-classification by type of payment and by in-
dustrial source.

V CROSS-CLASSIFICATION BY TYPE OF PAYMENT AND BY
INDUSTRIAL SOURCE

IN CONSIDERING the combined classification by type
of payment and by industrial source, we might
pursue two lines of inquiry. We might determine
whether the changes observed in the relative
shares of various types of payment in the national
total are also present within each industrial branch
distinguished; and ascertain how the shift in the
relative importance of various industrial branches
contributed to the changes in the relative propor-
tions of the various types of payment. We might
study the changes observable in the relative share
of various industrial branches within each type of
payment; and see how the shift in the relative im-
portance of various types of payment contributed
to the changes in the relative share of the various
industrial branches.

It would not be possible here, or generally prof-
itable, to pursue both lines of inquiry. We confine
the analysis to the effect of the change in the dis-
tribution by type of payment within each indus-
trial branch, and of the shift in the relative share
of the various industrial branches, on changes in
the percentage share of the various types of pay-
ment in aggregate income payments. We thus
make the changes in the distribution by type of
payment the.dependent variable, rather than the
shifts in the relative share of various industrial
divisions in the economic system: the growth and
change of the various industries appear to us to
be the independent factor that provides the
framework within which changes in the percent-

age distribution by type of payment are to be
understood.

The first question to be answered is whether
shifts in the relative shares of various types of pay-
ment in the total also occur in each industrial
branch. Do the slight upward movement in the
share of employees’ compensation, the downward
movement in the share of entrepreneurial income
payments, and the marked upward movement in
the share of property income appear in the dis-
tribution of income payments originating in each
industrial division? An answer to this question is
provided in Table 7, which measures the move-
ment over the period in the relative share of the
various types of payment by the total change in:
the average percentage for two pairs of segments
of the post-War period: 1919—26 and 1927-34, and
1922-26 and 1927-31. We have computed similar
measures also for the two intervening sets of pe-
riods (omitted in the table); our conclusions are
based on the consideration of all these measures.*

The relative share of employees’ compensation,
which for the country as a whole rose slightly, ap-
pears to have declined significantly in a majority
of the industrial categories. Indeed, if we include
the subdivisions of public utility and finance, it
declined in nine of the fifteen industrial branches
distinguished, and rose in only three (trade, gov-
ernment and real estate).

17 For a more extended table of this type, confined to nine in-
dustrial branches, see Bulletin 59, Table 6, 3. 15; see also Table
8 below.
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CROSS-CLASSIFICATION BY

The share of entreprencurial income payments
declined distinctly, both as a percentage of aggre-
gate income payments and within the various in-
dustrial divisions (Table 7). If we include the
subdivisions there are eight industrial branches in
which unincorporated enterprises are significant
and in which entrepreneurial income payments
can be segregated. Of these eight, there is a decline
in the relative share of entrepreneurial income
payrents in five, and a distinct rise in none. How-
ever, in agriculture, the industry that constitutes
the most important source of entrepreneurial with-
drawals, their share in rotal income payments
showed no definite decline; indeed, in three of the
four sets of periods compared it rose. Obviously,
for entrepreneurial income payments as for em-
ployees’ compensation, the movement of the share
has been considerably affected by the shift in the
relative position of the various industrial branches.

The percentage share of property income rose
in twelve of the fifteen industrial branches dis-
tinguished in Table 7. In two, banking and mis-
cellaneous, the general direction of the movement
is not quite clear; in only one, government, does
it decline definitely over the period. This evidence
of Table %7 does not necessarily mean that the shift
in the relative importance of various industries
has not contributed to the rising tendency observed
in the share of property income. But it does indi-
cate that this upward movement would have ap-
peared even had the relative share of each indus-
trial branch remained constant.

The analysis may be developed to the point of
actual measurement of the extent to which the
movements in the relative shares of various types
of payment have been affected, on the one hand,
by changes within the industrial branches (intra-
industry shifts) and, on the other hand, by changes
in the relative weight of the various industries
(inter-industry shifts). The effect of intra-industry
shifts can be isolated by deriving for each type of
payment a series of percentages representing what
its relative share in total income payments would
have been in each year had the relative importance
of each industrial branch remained constant over
the period. This series can be computed by obtain-
ing for each type of payment for each year a
weighted average of its relative share in each indus-
trial branch, the weights being the average volume
for the period of the incorne payments originating
in each industrial branch.

Similarly, the effect of inter-industry shifts can
be isolated by deriving for each type of payment
a series of percentages representing what its rela-

INDUSTRY

AND TYPE OF INCOME

tive share in total income payments would have
been in each year had the percentage distribution
among the various types of payment remained con-
stant for each industrial branch over the period.
This series can be computed by obtaining weighted
averages of the same type as those described above,
except that here the percentages averaged are kept
constant at their average value for the period, while
the weights vary, representing, for each year, the
actual volume of income payments originating in
each industrial branch.
Chart 5
PERCENTAGE DISTRIBUTION OF AGGREGATE

INCOME PAYMENTS AMONG MAJOR TYPES
OF PAYMENT, 1919-1934
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Such series have been computed and are pre-
sented graphically in Chart 5. For each we obtained
measures of the movement over the period as a
whole. These measures, together with those ob-
tained for the percentage shown in Table 6, are
brought together in Table 8. The measures are
given for all the sets of periods compared, and in-
clude not only the total change, but-also the same
changes reduced to a per year basis.

Table 8 shows clearly the effects of the two sets
of factors on the movements over the period in the
relative share of various types of payment. The
slight rise in the relative share of employees’ com-
pensation in the national total is due exclusively
to the shift among various industries, i.e., to a net
relative gain in the weight of these industrial di-
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CROSS-CLASSIFICATION BY INDUSTRY AND TYPE OF INCOME

visions in which the share of employees’ compen-
sation is high. The intra-industrial shift in the
relative share of employees’ compensation 1s, on
the contrary, distinctly downward. In the general
contraction of the relative share of entrepreneurial
income payments the inter and intra-industrial
shifts both exercised effects in the same direction
and were almost equally important. The rise in
the relative share of property income is also due
. both to its rise within the various industries and
to the shift among industries; but the inter-indus-
trial shifts have in this case exercised less effect.

These conclusions, especially that concerning
the movement of the share of employees’ compen-
sation, shed light on the changes during the post-
War years in the functional and industrial struc-
ture of income in this country. The considerable
shift in the distribution of employment and service
income among groups. attached to various indus-
trial branches was concealed by its stability when
expressed as a percentage of the national total.
Obviously such a shift in the composition of
employees’ compensation, if accompanied by im-
mobility of employment and income among the va-
rious industrial groups, might lead to serious prob-
lems of social adjustment.

The potential significance of this shift is re-
vealed clearly in Table g, in which the average
percentage distribution of total employees’ com-
pensation among the various industrial branches
is compared for the first and second halves of the
post-War period. For comparative purposes, simi-

lar averages are provided for the industrial distri-
bution of total income payments to individuals.

It is clear from Table g that, appreciable as was
the shift in total income payments from the com-
modity producing to the service industries, the
same shift in total employees’ cornpensation was
still more marked. The commodity producing in-
dustries and transportation plus other public utili-
ties accounted during the first half of the period
for 51 per cent of total employees’ compensation;
in the second half of the period for only 41 per
cent. And of course during the recent depression
this change became still more striking. If we as-
sume that the wage levels in the two groups of in-
dustries move similarly, this change in the distri-
bution of the wage bill means a shift from wage
earning labor in basic industries to white collar,
salaried labor and to such secondary labor supply
as provides most of the man-power in trade and
some of the service industries.

Also, in such industries as mining, manufactur-
ing and steam railroads, in which a clear distinc-
tion between wages and salaries can be made, the
share of wages declined over the period, while the
share of salaries rose, with corresponding differ-
ences in the movement of per capita wages and sal-
aries.’® It thus appears that over the period as a
whole the income of wage earners in the basic in-
dustries constituted a declining share of national
income.

18 See Bulletin 59, Table 7, p. 18.

Table 9

EMPLOYEES' COMPENSATION AND AGGREGATE INCOME PAYMENTS,
PERCENTAGE DISTRIBUTION AMONG INDUSTRIAL BRANCHES

Averages for the Period and for the Two Halves of the Period
AVERAGE PERCENTAGE DISTRIBUTION OF

COMPENSATION OF EMPLOYEES

AGGREGATE INCOME PAYMENTS

CHANGE CHANGE
FROM FROM
191926 1919-26
INDUSTRIAL AVERAGE AVERAGE AVERAGE  TO AVERAGE AVERAGE AVERAGE  TO.
BRANCHES 1919-34 1919-26 1927-34 1027-34 1010-34 1919-26 1927-34 1027-34
1 Agriculture 2.4 29 19 10 10.3 17 88  —23
2 Mining 3.3 4.1 25 —16 - 2.7 33 22 ~1.1
3 Manufacturing 26.0 28.1 23.8 —4.3 21.5 22.7 204 23
4 Construction 3.8 4.2 33 -0.9 3.2 35 29 -0.5
5 Transportation and
other public utilities 10.7 11.7 9.6 —2.1 10.2 10.3 10.0 -0.3
6 Trade 138 139 13.8 —0.1 13.6 13.7 13.5 —0.2
7 Finance 5.0 4.4 55  +1.1 11.0 109 112 403
8 Government 116 9.8 135 437 105 8.9 12.0 +3.1
9 Service 18.2 16.2 201 439 129 114 145  +3.1
10 Miscellaneous 5.2 4.7 58 +1.1 4.0 36 45 +09
11 Total 100.0 100.0 100.0 100.0 100.0 100.0

[33]



