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Federal ~"ax Irn~aCt Greater ~',~ars Cvllectias~s

W ITH attention focused vn the
high level of federal taxatiozl

by tax xeductivn measures recently
advocated, an analysis of Ninth Dis-
tritt tax collections reveals a number
of interesting findings .
O Federal tax collections constitute

a much smaller than average prapar "
lion of the region's total income, but
some of the federal taxes collected
elsewhere are shifted to tlxis region
through higher prices on finished
products.
" Federal taxes directly or indi "

rectly now absorb well aver 15 per"
cent of the district's total income as
compared with better than 6 percent
prier tv the war, and 22 and 7 per-
cent respectively for the nation .
These conclusions emerge from an

analysis of such factors as the amount
of money collected in federal taxes
from this district as compared with
the amount collected prier to the
war ; the burden of these taxes on
the district's economy ; the propor-
tivzl of the district's total income now
absorbed by these taxes ; and the
measure of stability afforded the dis-
trict's economy by the large postwar
tax collections .
The magnitude of postwar federal

tax collections is brought into clear
relief by a comparison of collections
in the fiscal year 1946 with those in
the fiscal year 1940 . In the four
states wholly within this district---=
Minnesota, Montana, North Dakota,
and South Dakota-collections ag"
gregated $751,f4fl,000 during 194b
as compared with $83,4fl7,004 during
194D .

In the two states, Michigan and
Wisconsin, which are only partly in
this district, federal tax collections
in each state exceeded the combined
collections in the other four states .

In the fiscal year 194fi, $1,990,85fl, "
000 were collected in Michigan and
$84fl,353,fl00 in Wisconsin as cam "
pared with $29b,538,Ofl0 and $87,-
948,OOfl respectively in these two
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Postwar Tax Collections in 9th District
Are 9 rimes Pre-War; Indirectly Orrer
2%x 'Times More Is taken from District

states during fiscal year 1940 .
The rise in federal tax collections

among the states in this district since
the pre-war period has varied mark "
edly . For each dollar collected in the
fiscal year 1940, $18.2.9 and $21 .61
respectively were collected in North
and 5vuth Dakota in the fiscal year
1945 as compared with $8 .35 and
$8.52 respectively in Minnesota and
in Montana . In Michigan and Wis-
consin, the increase was $6.71 and
$9.55 respectively .
A comparison of these figures indi-

cates that federal tax collections in

FEDERAL TAX COLLECTIONS AND
INCIDENCE IN FOUR STASES
WHOLLY IN 9th DISTRICT

(In 14ii~1ian Dollars]
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Source : The callectlana and incidence for
fiscal year 1940 were taken from Federal, 6tate,
and Laca! Government Fiscal Relatiana. 78th
C,rngrca ;, Ist Seaainn, Senate Document No .
69 pp. 2I3-220 : colleetiona far tlacal year
1948 were secured from the U. S. Treasury
IJenartment, Anaiual Report of tke Commis-
sioner at Internal Revenue, fiscal year ended
June all, 1946, pp~ 89-100, and the incidence for
fiscal year I94C was campnted by the Re-
:+,~c~rch d,~hatcm~ :,t oP the 14Sinneapoiis FederaS
li,.~e,~~~~ Hsnh .
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the states primarily agricultural xose
decidedly more during the war than
in the states predominantly Indus "
trial,
PER5C1NAt, CORPORATION
INCOME TAXES CHIEF
SOURCE OF FEDERAL REVENUE

Nearly alle-half of the total federal
revenue is now collected from the
personal income tax . in the fiscal
year 194fi, 4fi percent of the total
revenue was collected from this
source as compared with 18 percent
in the fiscal year 1940 . The sharp
rise in personal income tax collections
is due to higher tax rates and lower
personal exemptions as well as larger
personal incomes .
As may be observed from the ac-

companying table, personal income
tax collections in some states of this
district increased phenomenally . In
North and South Dakota, $100.413
and $69.66 were collected respective-
ly in the fiscal year 1946 far each
dollar collected in the fiscal year
1940 . Jn the other states the increase
was less pronounced, ranging from
$30.09 in Montana to $21 .19 in
Michigan .

Corporation taxes are another im-
portant source of federal revenue.
Approximately one-third of the fed "
oral revenue collected during the
fiscal year 1945 came from such taxes
as compared with 22 percent in the
fiscal year 194x .
The rise in corporation tax cvIlec-

tions among the states varied signi~ "
cantly, although decidedly less than
personal income tax collections . For
each dollar collected in the fiscal year
1940, $18.52 was collected in Wis-
consin in 194G and $11 .10 in North
Dakota . On the other hand, only
$4.80 was collected in Montana .



4$9

Federal Tux Collections and lnddence far Fiscal Years 1940 and '1946
in the States of the Ninth district

(In Thousands of Dollars)

*These figures are far the ~entirc state .

Liquor taxes constitute a third im "
portant source of federal revenue.
The amount of revenue collected
from these taxes increased substan-
tially during the war due to higher
rates as well as to a larger consump-
tion, but as a percent of the total col "
lections they decreased from 12 per"
cent in the fiscal year 194fl to 2
percent in the fiscal year 1946.
As was observed with some of the

other federal taxes, the percentage
rise in liquor tax collections between
the two fiscal years was much greater
in the two Dakotas than in the other
states of this district .
The federal estate and gift taxes

were raised through higher tax rates
and lower exemptions . Furthermore,
higher values of properties passed
frorrl vile generation to another have
raised the revenue collected from
these taxes . Collections, however,
increased decidedly less than from
income taxes . Whereas, prior to the

AGRlCUl.TURAL AND BU51NE55 CDNDITIDNS

war, collections from these taxes con
stituted '1 percent of the total, in the
fiscal year 1946 they constituted only
2 percent of the total .

Since the yield of these taxes by
states is quite sporadic, an average
of three years was used instead of a
single year to arrive at a representa-
tive figure .' Collections during fiscal
years 1938, 1939, and 1940 were

This rrrocedure wzta ndoptv~l from the study
nn Federal, State, and Local Government Fiscal
Relations . 48th Congress, 1st Session, Senate
Document Nrr . GU, Pootxiote 3, n . 21$ .

U. S. Government Expenditures
to lnelividuals in the Ninth

District States, 194b
(In 'Thousands of Dollars)

Michigan ________-__-__-_____-_ .----- .- .- . .- . . .$215,467
Minnesota . . . .__- ._--_ .- . . . . . ._--- ._ . . . . . . . . . . 53,b27
Montana __ _- ._- .__ . . .__.__.__ .__ . . . . . . . . . ._ ..

	

2,609
North Dakota _- . ._- ._-- . . . . . . . . . . . . . . . . . . . .

	

2,309
South Dakota . . . . . . . . .- . . . . . . . . .__ .__-__-__

	

2,592
Wisconsin . . . . . . . . . . . . . . . . . . . . . .__-__-_-_ .--_ . 54,651

Source : i7 . 8. Department aP Commerce .

compared with collections during
$seal years 1944, 1.945, and 1946 . Tn
South Dakota, collections in the lat-
ter period were 213 percent of the
amount collected in the former pe"
rind . In the other states the increase
was much Iess ; in Wisconsin it was
as small as G6 percent .

Excise taxes other than on alcoholic
beverages complete the 1 i s t of
the general federal taxes . ~rinr to
the war these taxes yielded approxi-
mately one-third of the total federal
revenue, while in the fiscal year 1946
the amount from these taxes repre-
sented only 13 percent of the total .
In South Dakota federal excise tax

collections in 1946 were 21 times the
pre-war amount, while in Montana
they were only 4%2 times the farmer
amount. Of the states in this district,
by far the largest collections were
made in Michigan, but the increase
between the two fiscal years was the

Conti:~ued on Page 497

1ggQ
Collect.

--- 1944
Iacid . Collect .

*1Llichigan
Ineid .

1940
Collect.

1946
Ineid . Collect. Ineid .

1L+Iinnesota--- -

Personal Taxes _------ .- . .- . . . .. .$ 42,623 $ 42,623 $9D3,108 $903,108 $ 11,308 $ I1,3D8 $285,824 $285,824
Corporation Income, Excess

Profits, Capital Stack
and C)njust Enrichment
Taxes _ -_ . . . . . . . ._- ._----_--_ . . . . 93,521 38,894 759,D70 428,537 18,626 17,436 196,737 185,311

Liquor Taxes ._----- .-----_---- . . iG,23D 29,430 5I,16D 141,258 14,341 21,387 25,612 48,431
Estate and Gift Taxes ._---_-_ 16,488 16,488 20,324 20,324 3,911 3,911 7,414 7,414
All Excise Taxes_-__----- . . . .- . . 84,180 79,601 157,995 203,534 b,807 36,736 50,536 99,D79
Employment `faxes ._-- . . . . . . . . 43,496 37,804 89,193 78,I1D I6,9D9 14,560 34,47D 33,101

Total .__-__---_-_- . . . . . . . . . ._ . . $296,5 3 8 $244,840 $1,990,850 $1,774,871 $ 71,902 $105,338 $500,693 $659,160

-NFontana ------- North I3akota---
Personal Taxes .- . . . .__--_----___$ 1,360 $ 1,360 $ 40,921 $ 40,921 $ 346 $ 346 $ 34,b0D $ 34,600
Corporation Income, Excess

Profits, Capital Stack
and Unjust Enrichment
Taxes .- . . . . . . . ._ . ._--_____-.-__ . . . . 2,024 2,751 9,631 3 3,459 442 1,489 4,820 29,598

Liquor Taxes ._ ._- . . . . . . . . 990 G,G09 2,135 9,105 G2 3,616 302 6,937
Estate and Gift Taxes. . . . . . . . 230 230 523 523 97 97 255 255
All Excise 'S'axes . . . . . . . . . . . . . ._- 922 7,027 4,254 15,437 947 5,33$ 4,793 16,798
Employment Taxes . . . . . ._-- . 1,363 2,552 1,958 4,076 614 1,569 1,100 2,968

Total __-_- . . .. . . . . . ._ .__--_--__$ 5,889
_-

$ 20,529 '_~ 59 422 $1D3,522 $ 2,508 $ 13,455 $ 45,870 ~$ 91,156

--South Dakota- ~'LViscansin--
Personal Taxes __-__--__-- .-- . . . .$ 471 $ 471 $ 32,810 $ 32,810 $ 11,824 $ 11,824 $318,518 5318,518
Corporation Income, Excess

Profits, Capital Stock
and Unjust Enrichment
Taxes . . . . ._--_--_--_- . . . ._- . . . . . . . . 614 1,713 5,015 30,885 2D,254 21,610 373,718 283,116

Liquor Taxes G7__ . . . . . . . . . . . . 3,180 1,938 6,987 28,553 2$,121 7D,G29 83,241
Estate and Gift Taxes. . . . . .__ 79 79 247 247 4,965 4,965 8,237 8,237
All I3xcise Taxes . . . . . . . . . . ._--_ . 199 5,732 4,217 16,898 8,052 35,898 39,972 97,354
Employment Taxes ___---_--_ 678 i,72G 1,328 3,294 14,290 17,386 29,279 34,578

Total . . . . . . . . . . . . . ._- ._-_--_- . .$ 2,1D8 $ 12,901 $ 45,555 $ 91,121 $ 87,948 $119,804 $840,353 $825,D44
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~aggis~g CDi~sfruCtion S.hto~s Impro~remes~t
ALTHOUGH the outlook for the

coaistructian industry has bright-
ezied considerably aver the Iast few
months, it still looks as if the build-
iFrg boom which was predicted around
the first of the year is not going to
zxcaterialiZe entirely this year .

Last year the U . S . Department
of Commerce estimated that total new
construction would amount to $15 bil-
lion and that the number of new
permanent homes built during the
year would come to around one mil-
lion . These estimates were revised in
the second quarter of this year and
the present expectations are that con-
struction will perhaps slightly exceed
$12 billion and the number of dwell "
ing units built will approximate
77s,ooa .'
A midyear review of the figures

on contracts awarded, published by
the F . W. Dodge Corporation,
showed that the value of awards in
the first six months was below that
of the first half of last year----down
24 percent in the Ninth District 2 and
11 percent in the 37 eastern states
covered .
The dollar volume of contracts

awarded in the Ninth District was
especially low for residential build-
ing, as shown in the atcornpanying
chart . The half-year valuation for
residential building in this district
was 36 percent below the valuation
for the first six months of I946 .

It must be kept in mind, however,
that data on the dollar volume of
contracts awarded and permits issued
are affected by price changes and are
a measure only of projects to be
started . These indicators, therefore,
are not an accurate measure of the
physical volume of Construction and
they would not reveal the large
amount of construction activity ten "
trend on the completion of units be "
gun last year . {See chart}

In this district the valuation of con-
tracts awarded in July was 2 percent
higher for total construction (which
also includes such activities as high-
way and street construction) than
in the corresponding month a year
ago and 14 percent higher far total

' Industry

	

Reyort .

	

Construction

	

Division,
i7. 5. Tlepsrtment of Commerce, 7uly 1347 .
=73xrludes 34iantana.

NINTH FEDERAL RESERVE DISTRICT

building construction, reversing the
trend of the first half of the year.
The valuation of building permits

issued in selected cities in the Ninth
District declined from $67,840,244 in
the first six mnrxths of 1946 to
$50,586,200 in the first six months
of 1947, a decrease of 25 percent . 3
July saw a reversal of this trend .
The valuation of permits far the
district was 22 percent higher in
that month than a year ago and 33
percent higher in August than a
year ago,

Apparently the dollar volume of
contracts awarded and permits issued
is picking up after a disappointing
retard far the first half of the year,
both nationally and in this district .
EXPECTATIONS NATIONALLY
NOT IaJLLY REALIZED
Cn the national level the physical

volume, as measured in constant
prices, of all new construction put
in place {as Contrasted with the
value of awards and of building per-
mits} increased by about 14 percent
over the first half of last year. Thus,
while cnnstructiozr activity is at a
fairly high level, the increase in
physical terms over last year has been
discouraging to those who had looked
far a rapid upsurge in 1947 .
However, the value of rzew can"

struction put in place during June,
July and August showed increases
which are more than the usual sea-
sonal gains, and the starting of resi-
dential units has gained impetus in
the last few months . Houses and
apartments were being started in
July at the rate of mare than 80,000
units a month, which is the highest
starting rate since 1927, and in
August the figure rose to 83,0D0 .
The present spurt in building

acti~iity is partly due to the removal
of nearly all building restrictions on
June 3D . At that tune all building
controls were removed except far the
restrictions nn building places of
amusement and the 30-day veteran's
preference on sales of new homes .
The removal of rent ceilings on

new houses and apartments has un-
doubtedly acted as a stimulus to

" Tncludes hermits issued for new buildingand for repair work.

49Q

ID-YEAR building down 24°/a
in district; residential was

3S% below first six mvnt,hs of
7 946.

June and July construction in-
creased more than usual sea-
sonal gains.

Department stare s a l e s In
August continued at about July
level and were equal tv 1946
volume.

Declines were registered in
stocks, orders outstanding ; man-
ufacturers` new orders and ship-
ments show increase .

~947 rise in per capita income
in the laakatas led the nation.

residential building, and commercial
building is expected to enjoy the
greatest benefits from the relaxation
of the controls designed to direct ma-
terials into housing .

RE515TANCE TO HIGH
COSTS CUT5 BUILDING
The failure of the construction in-

dustry to expand during the first half
of the year as much as was expected
a year ago has been attributed partly
to resi Lance to the high construction
costs prevailing during this period .
This belief that constnrction costs
would decline materially later in the
year may also have had something to
da with the decline in industrial and
commercial construction which at "
tutted in the first half of the year,
although it was apparently caused
in pant by the tightening of govern"
ment controls on nonresidential
building .
The Bureau of Lobar Statistics'

weekly index of wholesale prices
registered a decline of 2 percent far
building materials from 178.6 on May
10 to 174 .8 on July 26 . By August
2 the index had climbed hack to
176 .6, which was still below the High
point in May .

Except for a few critical items the
supply of construction . materials is
now somewhat ahead of demand .
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NEW PRIVATE CDNSTRUCTION ACTIVITY
IN THE u. S., 1915-1947

QOTHER

	

PRIVATE CflNSTRl9CTi0N
PRIVATE RESIDENTIAL GvNSTRUCTIVN

(In Billion I]ollars)

VALUE OF BUILDING PERMITS ISSUED
MONTHLY IN N1NTH D15TRICT

(In 1L3ilIian Do]]ars)

D
J F M A M .1 J A

Data. for 75 principal Ninth I7iatrSct cities.

Construction costs, although still

mounting, are not increasing as

rapidly as during the early part of

the year . The I]epartment of Com-

merce Composite Construction Cost

index was 0.8 percent higher for

June than far May. A substantial

decline in construction costs durirFg

the remainder of the year is not ap "

A~~ICULTU~AL ANO BusINESS coNDITIONs

~o~uME of n~~w con~sTRUCTioM
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ESTIMATED NUMBER OF PERMANENT NON-

FARM DWELLING UN1T5 COMPLETED

IN U. S. MONTHLY

[In Thousands)
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parently expected now. Costs appear

tv be leveling off at roughly 94 per "

cent above those o£ the prewar

period.

The dollar Value of all new con-

struction for the year as a whale

will probably exceed the dollar value

of any other year in history with the

exception v£ 1942 . This high dollar

INDEX of VALUATION OF CgNTRACTS

AWARDED, RESIDENTIAL BUILDING,

NINTH DISTRICT, MONTHLY

1935-34~IOQ

J F M A M J J

Source : F . 1'V . Bndgc DOrpUi'F3 tiUn .

A S d N D

0
J F M A M J J A 5 0 N D

Source : U. S . Department o! Labor, Bureau of Labor Statistics .

VOIllIIIe, however, is largely ac-

counted for by the high levels of

construction costs at the present

time . When allowance is made for

higher costs, it appeaxs that the

physical volume of construction in

1947 will be only slightly higher than

in 1946 and only 5 to 10 percent

above the level of 1939 .
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DEPARTMENT STORE 5ALE5
Li:VEL OFF FROM 3UNE PEAK

UGllST department store sales
in the district continued at about

the July Level and were roughly equal
tv the dollar volume a year earlier .
The city department store sales index
exhibited a modest decline in August,
but this decline was v$set by the
rise at country stores .

In many trading areas in the dis-
trict, sales were either less than or
approximately equal to the dollar
volume of a year ago . However, in
Wisconsin the dollar volume was 5
percent larger and in Michigan it
was as much as 17 percent larger .

Preliminary figures for September
indicate that the dollar volume con-
tinues below the same month last
year. In September 194f, depart-
ment store sales in this district
reached a peak. The polio epidemic
had postponed many purchases until
that month . Price controls were re "
vived on July 25 but did not become
effective on such items as Livestock,
grain, dairy products, tobacco, pe-
tro~eum, and some other commodities
until August 20. Realizing that the
prevailing prices were the lowest that
consumers could anticipate for some
time, the public bought more freely,

' Percentages ire bused on dollar volume o1.'
sale9 .

x Auttuat 1947 comnare~l with August 1948-
Nute : T'hesc rlata are based on a larger but

less technically representative sample of storms
than the regular department store gales indexes

NINTH FEDERAL RESERVE DISTRICT

Consequently, the smaller August
and September department store
sales, as compared with a year ago,
do not necessarily xe#lect a turning
point in their trend .
The growing supply of commodi-

ties which were scarce in the past
continues to shift the relative volume
of sales among the numerous items .
The sale of sporting goods, luggage,
house furnishings - especially me "
chanical refrigerators-and men's and
boys' wear have increased decidedly
more since a year ago than the sale
of other commodities . These shifts
may continue for slime tune .

Department store stocks at the end
of August were 144 percent above
the 1935-1939 average with an ad "
justment made for the usual seasonal
variation . Stocks in this district
reached a peak at the end of April
of 187 percent above the former
average, hi subsequent months the
dollar volume of stocks has declined
steadily, Alti-rough the decline has
occurred throughout the district, it
has been noticeably greater among
the stores in the larger reties .
In comparison with the level of

sales, stocks held by department stores
are not out of line- However, there
are instances where the stacks are

Sales at Ninth District Department 5taresl

published elsewhere. Since this table includes
many stores that are not strictly devartxnent
stores, the trends here may diverge slightly
from those indicated by the indexes . The larger
sample for this table is necessary in order to
obtain data by geograyhic areas.

492

lacier of Department Stare
Sales by Cities

(Uraadjusted 1935-39 .-_ 100)

Percent Change
Trom a Year Aq0

Auqu6t 1

	

Aupaat

	

lan,.Agg.

' Based on dally averasxe sales .
' Eased on fatal dollar volume of sales,

still unbalanced . The ratio of stocks
to sales is actually tower than pre-
vious to the war .
INCREASE IN DUTSTANDINO
ORDERS ONLY SEA50NAL

orders outstanding at department
stores in this district are approximate-
ly one "half the dollar volume of a
year ago . Whereas at the end of
July 1946 the volume reached a peak
of i 0 times the 1940 average, at the
end of July of this year it was only
about 5f2 times the farmer average,
During August the volume of orders
outstanding increased 5 percent .
A low point in outstanding orders

occurred in May, and since that time
the volume has risen steadily, This
increase undoubtedly reflects only a
seasonal trend, for executives con-
tinue to be very cautious in their
commitments on future merchandise .

MANUFACTURERS` NEW ORDERS
AND SHIPMENTS INCREASE

According tv figures compiled by
the U . S . Department of Commerce,
new orders in the hands of manu-
facturers in the nation reached a peak
in February of this year after an al "
most steady increase since August
1945 . In the following three months
the volume of vrdexs fell off notice "
ably but began tv rise again in June.
The volume was 3 percent larger
than in the preceding month, This
rise was in large part traced to the
seasonal upturn in the toad and tex-
the industries .
The shipments of manufacturers

since February 1946 have risen £aster
than the volume of new orders but,
like new orders, a peak was reached
in February of thi year followed by
a slight decline through May . Ship "
meats in June were 3 percent larger
than in May .
A larger percent of the finished

manufactured goods is exported . In

Auo . I94T01Aug . 194B
y° ran . " AUG " 3947oTran--Aup- 1948

Humber M St°res vShowinglner°aye decrease
Total District _ . _ ._ . . ._ .__ ._ . . ., .- . .- .-- . .- 99 110 138 145Mpls ., St . Paul, Dul"Sup . . . ._ .__ . . . . . . ._ . . . . . . . .- 98 109 7 15Cau;ttry Stares _ . . ., . . . . .- . ._ . . . . ._ ._ . ._ . . . . . . . . . . .,_,_ 1D0 112 131 13DMinnesota _ . . . ._ . . .-- ., . . � .- .__ .__ .__ . . . . ._, .- ._ ., . . . 95 108 32 43Central . . . ._ . . . . ., . . . . . . .-_ .- . ._ . ._ . .__ ._ . ._ .__ .__ . 84 101 1 8

Northeastern . . .-- . .-- .- . ._ .__ . ._ . ._ .__ ._ . . .- 103 lD7 6 1
Red River Valley._ . . . .- .- . . ._ ._____ .__ . . .__. .- 90 107 a oSouth Central . . . . . . . .-- .-- .-. . . . .__- . . .- . . . .. . . 97 I12 8 9
Southeastern ___ . . . . . . . . . . . . .-.-- . . .___ ._ . .__ . ._ . 94 ll0 4 9Southwestern __ . . . . . . . . . .- . . .- .- .--- .-- .-____ ._ 97 108 9 lfiMontana . . . . . . . . .. . . ._- . ._ . . .-__ . . . . . . .-_ . . . . . . . .-- . 99 111 15 19Mountains . . . . . . ._ . . .___ . . . . .- ._ .- . . . .- . . .- .-- .- . . 9fi 112 5 6Plains _ . . . ._ . . . . . . � ., . .-___ . .__ .__. . . ._ . ._ . ., . .- .---- 101 lIl 10 13lhorth Dakota - . . . . . . .- . .- . . . . . .__ . . . .__ . . . . . . . .- . .- 99 114 2T 23North Central . . . . . . . . . .. . ._ .___ ._ ._ . . .-. . .- .-- . 85 108 3 5
Northwestern . . . . . . .- .._ . .- . ._ . . . . .__ ._ ._ ._ .__ 98 110 2 3Red River Valley_ . . . .-. .--- . . .__--___ ._ . . . .- .- 1D3 121 11 7Southeastern _ .__ . ._ . . . . .- . .-_ .- . .- . .- .___ ._ .__-- 99 la$ s sSouthwestern . . . __ . ._ . 84 1D1 1 xRed River Valley"Minn . ~ N . ~D . ._ .____ . 101 119 15 7South Dakota - . . . . ._ . ._ . . . . . . . . . . . . .-- . .- .- . .- . .- . . 100 I10 23 24
Southeastern - ._ .__ ._ . .__. ._ .-- .-- .-- . .- . .---- .- . 1D0 112 5 10
Clther Eastern __ . ._ .__ ._. ._- .- . . - .-- .-- .-- .---- - 103 11D 15 10Western . . . ._ . . .- .__ .____ . ._._ . .__ ._ . ._ . .- . .-- .- . ._ . $9 105 3 4Wisconsin and Michigan-- . . .___ ._____ . ._- .- .- 108 117 36 21Northern Wisconsin .- . . .- ._ . ._ . . ._ ._ . . . . . .- 105 113 11 8West Central Wisconsin . . . . ._ . . . . ._ . .__ .- 106 11$ 17 12Upper Peninsula Michigan . .- .- . .-- .____ 117 lib 8 1

Minneapolis . .. . . .243 -- 3 -{- 6
5t . Paul .- . . ._ .__ .. .- .233 1 x-13
Duluth "Superivr -- . .-- -}- 1 -~ 11La Crosse- .-- .---__ . .228 -- 1 -l.zsMankato ..-- . . . .._ . .228 -14 -1- fi
5t . Cloud_--- . ._ .-_._272 -17 0
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June $722 million of finished goods
was exported as compared t~~ith $445
million in June 194f>--an increase of
C~2 percent, Imports of £finished
manufactured goods, on the other
hand, have increased only 26 percent
over the same pezznd of time to $82
million in June of this year. Thus,
the volume of merchandise moving
into the retail channels has declisled
since the first of the year .

PER CAPITA INCCIME RISE
IN DAKOTAS LED NATION

HERE total income payments

for the country as a whole ad-
vanced 9 percent, official estimates
released by the United States Depart "
meat of Commerce indicate an aver-
age o£ 17 percent over 1945 by the
four full states of the Ninth District .

Total 1946 income payments are
given as $3,082 mllh(7I1 ill Minnesota.,
$FG9 million in Montana, $C24 mil-
li~~n in North Dakota, and $C73 mil-
lion in South Dakota . Broadly speak-
ing, the data represent total personal
incomes for each state.
Ninth District per capita income

payments, which represent total in"
came payments divided by popula "
Lion, reached new highs in 1946 .
North and South Dakota percentage
increases over 1940 led the entire
country . Gains of 227 percezlt in
South Dakota, 216 percent in North
Dakota, 152 percent in Montana, azld
114 percent in Minnesota surpassed

AGRICULTURAI. AND BUSINESS CONDITIONS

Northwest Business indexes
Adiusted for Seasonal Variations-1935-1939 = 100

Sank Debits-93 Cities . . . . ._-_ .- . . . . . .__-__-_ . . . . .__-_ 288

Sank Debits---Farnting Centers. . ._-_-- . . .__-__ . 351

hiinth District Department Store Sales. . . . . .__ 271
City Department Stare Sales.__-_ . . . . ._-___. . . . . ._-- 2G7
Country Department Store Sales_--_-- .- .__-_- . . 275

Ninth District Department Store 5tock~_-- . 244 p
City Department Stare 5tn~ks . .__-_- . . . . . .__-_ . . . 218 p
Country Department Store Stacks . . . . . . . . . . .--- 2GG P

Country Lumber Sales.__--_-- . . ._. .__- . . . . .__-_- . . . .___ 137

Miscellaneous Carioadings . . ._ ._ . .- .------ . . . .------ 125
Total Carloadings {excl. Mi=~ .) . .-------~--.----- 128

karm Prices {Minn. unadj.) . . ._ . . . .__- ._ . . .. . .__ .- . 29b

p--Preliminary .

the national average of 109 percent .
These marked increases in the Ninth
District were the result of relatively
large gains in income accompanied
by some decline in populations .

From 1940 to 1946, population in
the United States as a whole in-
creased by more than 6 percent . In
the Ninth District, ha~wever, wartime
population shifts resulted in aver-
age declines of about 6 percent .
From 1945 to 1946, however, in-

creases in per capita income payments
in the Ninth District were the re-
sult primarily of continued expan-
sion of total income . During this
period the percentage increase in
civilian population iii the Ninth Dis-
trict equalled the average national
growth of 6 percent .
Thus from 1945 to 1946 the com-

MAJOR SOURCES 01= INCOME PAYMENTS. 1946

PERCENT

	

P~:RCEtvT
IOQ

lflQ

PERCENT INCREASE 1N PER
CAPITA INCOME PAYMENTS

1945 - leas PE0.CEN7

biped efFect of changes in population
and in total income payments in the
Ninth District was an increase in
per capita payments of 10 percent in
Minnesota, 14 percent in Montana,
6 percent in North Dakota, and 1D
percent in South Dakota. The rela-
tively smaller gains in North Dakota
indicates that the major expansion o£
per capita income payments there
took place prior to 1946 .

Relative to the country as a whole,
however, percentage increases in each
of the four £ull states of the Ninth
District surpassed the national aver-
age rise of 2 percent .

Cn=itinucd an Page 498. Col. 3

Ju3y
1847

Ruguat
1946

AvguBt
1945

273 253 lss
327 300 21Q

2G8 259 179
277 259 1.85
259 260 172

254 219 166
23D 229 170
274 214 171

14G 125 11a

123 124 109
138 11G i19

268 241 183
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f94~ Crow ~rod~c~los~ ~ow~ Sligrhtly~ from '46
UTAL wheat production in the
Ninth District this year will ap-

proach 3[}0 n~illian bushels . This, a
new high record, is about 19 million
bushels larger than last year's crop .
District ~x.~heat production during the
5 "y=ear period 1935-39 totaled about
half this year's record production .
With wheat prices averaging well

over ~2 .U0 a bushel the new wealth
Treated by the 1947 wheat crap ex-
ccc:~is all previous records.
Corn production is the only real

laggard in this year's district crop
picture . It may be all of one-third
smaller than ~ast year's prnductivlt,
possibly the smallest crop since 1940 .
At that, t1le corla crap may very well
be about one-third larger than the
prewar ~-year aver;tge, 1935-39 . The
date of the first killing frost this fall
will determine to a large extent the
duality of the Crop this year .

Production of barley, rye, and flax
in the district is estimated at sub "
stalttially higher levels compared
~=ith 1 . J4E~ . Flax production may be
nearly double last year's small crap .

Production this ye,~r of the six
grains-wheat, carFZ, oats, barley, ry"e,
a.nd fl1x-may total approximately
1-1 billion in the Dakotas, Minnesota,
and Montana . This «,mold he about
5 percent less than last year's grain
production but about 50 percent
above the prewar average .

In spite of tremendous total grain
production in the Ninth District and
for the U . S . as a whole a serious
grain crisis looms ahead . Above
average grain production here comes
nowhere near making up for the
short Canadian wheat crop and the
disastrously small European grain
h arvests.

Canadian wheat crop estimates are
around 32U million bushels-al}nut
100 million below last year's produc-
tion . This is barely enough to meet
commitments to England .

European crops have suffered from
almost every imaginable disaster this
year ---- winter killing, floods, and
drouth .

Before the war, western Europe
normally received large quazatities of
l;rain from snuthcastern Europe .
Russia now exercises considerable

NlNZH FElDiiRAL RESERVE 1a15TRlCi'

control over this "bread basket" of
Europe . As a result, western Euro-
pean countries must look elsewhere
far much of their fond graizts . This
further intensifies the need for Amer-
ican grain .
About 5G3 miilinn bushels of grain

were exported for the year ending
last July 1 . This included about 44[1
milliolz bushels of wheat. The bal-
ance was largely made up of corn .
The short corn crop this year is ex-
pensed to put a double squeeze on
wheat . More wheat will be needed
for feeding, and wheat will have to
be substituted for carlz in ;rain ex-
ports.

Last year about 180 million bushels
of wheat were fed to livestock . At
present price relationships, t h e
amount fed to livestock may easily
double last year's amount . Thus about
450 to 50U million bushels will be
available for export if the carryover
next July 1, is at the comparatively
low level that it was this rely 1 .

LIVESTDCK NUMBERS DAWN
Livestock numbers on Ninth Dis-

trict farms as well as for the U. S .
as a whole have been declining for
several years . The poor corn crop
and current high prices for feed
grains may further discourage live
stack production during this feedi¢z : ;
year .
There were nE:arly $5 .5 million

cattle nn U. S . farms at the peak
January 1, 1945 . Since then, cattle
numbers declined to 81 million head
last ]anuary 1 . On the basis of pres-
ent heavy cattle slaughter, cattle
numbers by January 1, 1948, may be
reduced another 4 ar 5 million head .
Much breeding stock is reported

going to market . This temporarily

494

D
15 T R ,! C T whept production
reaches p new high.

Corn production is dawn one-
third.

Farm inrames in first half of
i 947 were uP 43% ,

Prises of furrn products are
holding at near record' levels .

increases the meat supply, but by the
summer of 1948 and later the reduc-
tion in breeding herds would indicate
that less meat may be produced .
Especially would this be true if farm-
ers start holding back breeding stock
to increase livestock production .

Scarcity of feed ar unfavorable
feeding ratios also encourages farm-
ers to shorten the feeding period nr
to market stack at lighter weights .
This trend is becoming increasingly
evides~t in livestock markets .

Sheepmen have drastically reduced
their breeding herds. There was a
17 miilinn (34%} reduction from
1942 to the end of 194G . Sheep num-
bers are the lowest since 1923, and
the Iamb crop this year is reported
as the smallest since 18G7 .
Hog numbers were at peak levels

January 1, 1944, at 84 million head .
~n ]anuary 1, 1947, ulzly 57 mzlllon
hogs were vn farms . In view of poor
corn prospects and high feed prices
it is difficult to imagine any sub "
stantial increase izi llag numbers be-
fore 1948 feed prospects became
known .

It should be realized that prospects
foz' continued heavy livestock slaugh-
ter this fall and early winter, with
declining slaughter supplies by next
summer, does not necessarily mean

Grain Production - Four Northwest States
(Thacxsands °E F3ushels]

" Minnesota, Montana, ISorth and South Dakota-Data from Crop Yroductiun Heporta, IISl7A .

Wheat t:arn oats Barlay ftye Flax Total
1934"43 Avg . ._ . . . .178,513 232,5D9 237,977 111,309 26,747 16,578 797,833
1942 . . . . . . . . . . . . .--_ ._--242,0371 3 23,771 373,211 189,475 34,019 31,579 1,244,126
1943 . . . . . . . . . . . . . . . . ._- .278,556 323,751 3D2,975 137,648 11,2D7 39,778 I,D93,915
1444 . . . . . . . . . . . . . . . . . . . .295,DSD 433,249 346,148 i 17,684 8,123 18,427 1,218,581
1945 . . . . . . . . . . . . . . . . .. . .293,694 364,875 4$2,573 113,132 9,D25 31,599 1,294,899
1946 . . . . ._ . . .. . .278,862 395,D25 357,2D9 112,p93 7,531 17,447 1,168,1U7
1987 {Est .) . . . . . . . . . .298,447 287,193 339,457 138,298 11,855 33,4D3 1,1D8,654
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lower prices this fall followed by
advancing prices next summer .

Livestock prices are high now in
response to unusual demand wads"
tions and in spite of current relatively
large meat supplies . Next summer
meat supplies may be less, but off"
setting changes may occux by that
time in the demand far meats . The
future is heavily clouded with un-
certainty, since the weather, our for-
eign economic policy, and domestic
demand will all have important In-
fluences on castle prices during 1948 .

FARM INCDMES CDNTINUE
TO INCREASE

District cash farm income fax the
first half of 1947 was 43 percent
larger than the first half of 194G .
This substantial gain is largely due
to the sharp advance in agricultural
prices that occurred after DPA re-
strictions were removed in mid "1946 .
Agxicultural prices are now approxi-
mately one-third higher than the
Level that prevailed in early 194G .

It is doubtful if cash farm income
during the last half of 1947 will can "
tinue to xegister the same percentage
gain over 1946 as occurred during
the first half. When DPA restric-
tions were lifted in mid-194G, farm
prices immediately advanced and for
the last half of 194G averaged about
10 percent below the present agri"
cultural puce level .

If current agricultural prices are
maintained during the last quarter of
1947, cash farm income during the
last half of this year may be. only
10~ 15 °Jo larger than the last half of
1946 .
Dn the basis of these estimates,

total 1947 cash farm income in the
district rosy total approximately 25 %
above 1946 ar a total of $3.3 billion.
This would be mare than 4 times
the $744 million cash farm income
far the 5-year average, 1935 "39 .
Cash income per farm in Montana

during 1939 averaged only $1,873 .
In 1946 average income per farm was
$8,3G4 . This year it may be about
$10,x0[3 .
In the two Dakotas the average

cash income per faxm was slightly
less than $1,400 in 1939 . In 1946
it was almost $7,500 and faun income
in these two states fox the first half
of 1947 was more than 50 percent
larger compared with the first half
of 1946 .

AC,RICULTURAL AND SU51NE55 CDNDITIDN5

' bats from "The Farm Income Situation ."
° Includes I5 counties in Michigan and 26 counties In Wiscaneia .

PRICES RECEiVE>3 BY
FARMERS REMAIN AT
NEAR RECDRD LEVELS

January-.tune Cash Farrn Incomex
(Thousands of Dollars)

1955-1939
State

	

AY01'ape

A~eragt: Prices Receired by Farmers, Ninth Districts

conlmooirr AHU unlrr Aupuat IS,
1937-194i Avp.

' Dafa compiled from "Agricultural Prices,"
ignited Stales Department of Agriculture.

The term parity as applied to the price of
an agricultural commodity is that price which

In Minnesota, Wisconsin, and
Michigan, agriculture is less influ-
enced by changes in weather' al~d
crop conditions . Fluctuations in cash
farm income have been less pro-
nounced in this area since 1939 .

$oth the percent increase in farm
incomes and the amount of income
per farm in the Ninth District is sub-
stantially larger than it has been for
the U . S . as a whole.

Total U. S, farm income increased
a little more than three times since
1939 . The U. S . income per farm
was $1,282 in 1939 and 54,21 .3 in
1946 .

In spite of neax "xecnrd production
of agricultural commodities in 1947,
the general farm price level continues
at a level only a few points below the
all-time high set last March .

f941 in Per "l&18

	

194]

	

E91it Ot 1948

panty prices 2/August i5,

	

AUOnat 15,

	

llnitad Slates
1949

	

1947

	

August 1S, 1947

will give to the commodity a purchasing power
equivalent to Lhe average purchasing power o~
the commodity in the hose period, Ifll(1-1914.

The index of prices received by
farmers in mid-August stayed at the
July level of 276 . Last March the
peak was at 2$0`0 of the 1910-14
base period .

Higher prices paid for feed and a
general rise in living casts increased
the farmers' cast of production and
living to a new recoxd high of 235 °]0
of the 1910-14 base .
The parity ratio in agriculture is

still extremely favorable at 117 (27G
divided by 235} . Before the war, in
1939, this ratio was only 74 and at
the bottom of the depression, 52 .

In recent years the growth in con "
sumer incomes plus the tremendous
expansion in food exports and decline
in food imports, have much more
than offset increased agricultural prn-
ductian . In the future, therefore, the
level of domestic activity and the ex-
tent that food exports are continued
will be important factors in deter"
mining the level of farm prices . END.

Craps
Wheat, bushel .__ . . . . . .. . . . . . .-_ . . . . . . . . . . . . . . . .$0 .69 $ 1 .76 $ 2.13 $ 2.08
Corn, bushel _-__ .__ . . . . ._. . . . ._- . . . . . . . . . . . .__--_ .
Cats, bushel __-- . . . . . . . . .. . . .. . . . . . . . .. . .. . . . . . . . .
Potatoes, bushel . . . . . . .. . . . . . . . . . . . . . . .. . . . .----
Livestock and Livestock Products

.5fi
.24
.fi3

1 .67
.6G

1 .'73

x.13
.9D
i,70

l .sl
938

1.75

Hags, 1.00 lbs . . . . . . . . . . . .. . . . ._ .______.__-_- .__-- . $ .Q4 2x.33 23 .s1 17,1a
Beef Cattle, 100 lbs . . . . . .__- . .--____ .__- ._ . . . . 7 .44 17.61 20.48 12,70
Veal Calves, 1Dp lbs . . . . . . . ..____-__-__-- ._- . 8 .7D 15.55 21.71 15,90
Lambs, 1DD lbs. . . . . . . .. . . . . . . . . .______-_- . ._ ._ . 7 .94 15.76 20.19 13-$D
Wool, lb . ___ . . . . . . . . . . . ._-__.__- . . . . . . . . .26 .42 .43 .43
Milk, wholesale, 100 lbs . . . . . . . . ..___. . ._ . . .. 1 .47 3 .42 3 .30 3,68
Butterfat, lb . __-- . . . . . . . . .. . . . . . . . . . ._ ..__- .___ . . . . .29 .75 .77 .588
Chickens, live, lb . _--- .. . . . . . .____ . .______-_- . . . .129 .244 .2i7 .268
Eggs, do:,en . . ._-__ . . . . . .- . . . . . . . .. . . . . . ._ . .___. . . .171 " 324 .401 .S1D

1Vlinnesata .__-__-_-_____- ._--_--__.__ ._---$ 154,557 $ 41$,633 $ 574,D71 137%
North 17akota . ._- . . . . . . . . ._ . . . . . . . .. . .. 37,444 142,191 215,417 151
South Dakota __ . . ._ .____ .__-___.___. .- . 45,7D0 17s,yD7 27x,942 ls7
Montana . . . . . . . . . . . . . . . . . . . . . . . . . .. . . .. . . . 2fi,447 72,032 102,315 142
Ninth District' .-__ . . . . . . . . . . . .. . ... . . . 301,082 910,446 1,300,555 143
United States _-__._-___ ._ . .__ . . . . . .. . . . 3,416,342 s,so2,274 ll,s7s,zDfi 135



BANKING

drop lietreesue swellintg Deposits
THE large grain craps in the west-

ern part of the district are be-
ginning to be reflected in the swell-
ing volume of bank deposits . De-
posits at alI member banks during
August rose by $79 million to a total
of $3,29Q million on August 27, the
latest date for which complete data
are available,
The deposit increase was split

about evenly between deposits due
to other banks, which rose $42 mil-
lion, and other demand deposits,
which went up by $33 million . The
former presumably reflects the ris-
ing deposits of country banks, a sub-
stantial part of which has been left
in Borrespnndent balances .
Time deposits continued their

steady and modest upward maxth,
rising by $4 million during the
month .
There is no evidence yet of any

lxlaterial leveling out in the demand
for bank loans . These loans, which
have been rising rapidly since ]une
1946, increased $21 million more in
August to a total of $697 million .
By comparison, Ioans at Ninth Dis"
trict member banks are now approxi"
mately double the volume outstand-

Assets

Liabilities

NINt'}~l FEDERAL RF5ERVE 1015TR1CT

Assets
Loans and Disvaunts_ .__ . . . .___ ._ . . . . .__ . . ._ . . . . . . . . . . . .__ . . . . . . . .$ 676
U . S . Government Qbligations . . . . . . . . . . . . . . .. . . . . . . . . . . .___ 1,751
Dther Securities . . ._

	

_ . ._ .__ ._ . .__ . . . . . . . . . . . . . . . . . . . . . . . 160
Cash and Due from Banks____ .__ ._ . ._ . . . . ._ . . . . . . . . . . . . . . . ._ . .

	

793
Other Assets . . . . . . . . . . . . . . . .. . . . . ._ . . . . ._ . ._. . ._ ._ . .___ .__ . .. .__ . . . . . .

	

27

Total Assets ._ . . . . ._ . ._ . .__ .____ .___ . ._ ._ . . . . ... . . . . . . . . . . . ._ .$3,417
Liabilities and Capital
Due to Banks.__ . ._ . ._ .___ . .___ . . . .__ . . . . . . . ._ . . . . . . . . . . . . . . ._ .__ . . . . . .$ 323
Other Demand Deposits. . .__ . . . . ._ .__ . .__ . . . . . . .. . . . . . . . . . . . . . . 1,980

Tatal . . . . . . . . . ._ . . .. . ., . . . ._ ._ .___ ._ . ._ . ._ . ._ . . . . . .. . . . . . . . . . . . . . .$2,303
Tine Deposits . . . . . . . . . . . . . . . . . . . . . . ._ . . . . .__ ._ . ._ . . . . . . . . . . . . . . . . . . . .

	

9D8

Total Deposits .. . . . . . . . . . . . . . . .. ._ . ._____ ._ . ._______ .___ . . . . . .$3,211
Tiorrowings _ _ ._ . .__ . . . . . . . . . . . . . .. . . . .,__ ., . . ., ._. . . .__ . ._ ._____ .__ . .

	

D
ether Liabilities . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ._ . . . . ._ . ._ .___ .

	

15
Capital Funds .___._ . .__ . ., . . . .__ .. . . . . . . . . . . . . . . .. ., . . . . .. .__ .___.__ . 191

Total Liabilities and Capital. . . .. . . . . ._.. . . . . . . . . . . . . ._$3,417
'~'1'his table is in part estimated . Data on

Inane and discounts, I7. S. Government obliga~
tiana, and other securities are obtained b~
reports directly from the member banks. HaI-
ances with domestic banks, cash Items, and
data on dcpoaitsi are larlrely taken from the
semi-monthly report which member bank® make
to the Federal Reserve Bank for the purpose of
computing reserves . Reserve balances and data
an borrowings from the Federal Reserve Banks
are taken directly from the honks oP the Federa3
Reserve Sank . Data on other borrowings era
estimated. Capital funds, other assets, and
other iiabiliti~ are extrapolated from call
report data,

Assets and Liabilities of Twenty Reisortlng 6pnks
(In Million Dollars)

Co1nm ., Ind . E? Ag . Loans.__ . ._ . ._ .____ . .__$ 2DD
Real Estate Loans . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . .

	

48
Loans on Securities. . . . . . . . .. . . . . . . . . . . . . . . ._ . .__

	

23
Other Loans . . . . .__ .._ . ._ ._ . .__ ._ . . .. . . . ._ . . . . . . . . . .

	

9I

Total Loans ._ ._ .__ . .__

	

. . __ _ . . . .$ 362
Total U . 5 . Government Securities . . . .

	

597
C3ther Investments ._____ . .__ ._ .______ ._ . .____ . . .

	

62
Cash and due from banks.__._ . .__ ._ .. . .. . . . .

	

402
Miscellaneous Assets ___ .__ . . . .__ . ._ .___ .__ . . ..

	

15

Total Assets . . ._. ._ . . . . . .. . .._ .,. .. ._. . .___ .$1,538

Demand Deposits, Ind ., Part. Corp . . . . .$ 733
Demand Deposits, U. S . Government

	

11
Due to Other $auks . .__ . ._ . .___ . . . . . . ._________

	

285
Other Deposits . . ._ . . . . . . . . . .. . . ._ .__ . . . . ._ . ._ ._ . 400

Total Deposits . . . . . . . . . . . . .. . . . . . . ._ ._ . . . .$1,430
Borrowings ._

	

. . . .. . . . . . . . . . . . . ._ .. . . .

	

D
Mis~clIaneous Liabilities . . . . . . .. . . . . . . . . . . . . . .

	

I2
Capital Funds _ ._,___ . ., . ., . . . . .� _ . . . .� . ., ., . .,_ . .

	

96

Total Liabilities and Capital . . . . . . . .$I,538
Excess Reserves . .___ ._ .___ . . ._ .___ . . . . . ._ .. . .. . . .

	

4

Assets p~d 1,iabilities of All Ninth District Member Banks*
(In 113illion Dollars)

luly 80, 1947

1817 3a, 1847 Aulurt 27, 1947

	

Chenpe

il>g fn 1940, and they are about 20
percent above the peak volume in
1929 of $597 million .
Thus, while loans are still a smaller

proportion of earning assets, theix
fatal dollar volume compares rather
impressively with that of the peak
years in the late Twenties .
The influx of funds has materially

eased the reser e position of member
banks . Reserve balances at the Fed "
eral Reserve Bank were increasing
at a much mare rapid rate during
August than required reserves, with
the result that excess reserves were
xising all during the month, averag "
ing $35 million for the last two
weeks . Country banks again ac "
counted far the bulk of these excess
balances ($27 million} . The coral- .
lacy result of this easier reserve posi-
tion, of Bourse, was the complete
elimination of member bank borrow-
ing from the Federal Reserve Bank .
Data for the 20 weekly reporting

city banks during the first half of
September indicate that both the loan
and the deposit expansions have can-

H
ERVY dempnd far bank credit
resumed.

Early September loan expan-
sion at weekly hanks more than
double monthly average for the
year.

Aal. Z7, 1947 Supt. [7, 1937 Changeluly 30.Au¢ . Z7

$ 2I4 $ 249 -1- 14
49 50 -~- 1
23
93

23
97 -1- .- 2

379 $ 419 -i- 17
fig 2 714 --- 5
fiD 59 --- 2
428 477 ~- 26
lfi 14 + 1

$1,575 $1,683 ~- 37

$ 74D $ 782 + 7
15 I7 -{- 4

325 397 ~- 39
386 378 -- 14

$1,455 $1,574 -h 35
0 0 ___
13 12 .~ . i
95 97 ... .

$1,575 $I,583 ~- 3'7
7 3 + 3

$ fi97
1,7fi0

lfil
853
28

-~ 21
--- 1
+ 1
+ fi0
~- I

$3,499 -}- 8z

$ 3fi5 -~ 42
2,013 + 33

$2,378 ~- 75
912 -}- 4

$3,29D -~ 79
D 0
17

192 -~ I

$3,499 -{- 82
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timed at full force . Total deposits
of these weekly reporting banks,
which account for about 45 percent
of total member bank deposits, dur-
ing the first half of September rose
a further $108 million, about three
times the August expansion .

Correspondent balances due to
country banks accounted far $'72
million of this expansion, suggesting
an acceleration in the August swell-
ing of country bank deposits .

FEDERAL TAX ~IV~PACT C7REATER THAN CCPLLECTIDN~
Continued from Page 489

smallest ; collections in the latter year
were only twice the amount in the
former year.

Employment taxes
unique characteristics . The xeceipts
from these taxes are designated for
specific use . Moreover, the individ-
ual receives benefits which are closely
related to the amount paid in
such taxes . As employment and pay-
rnils increased during the war, col-
lecti~ns from these taxes also in-
creased but decidedly less than from
other taxes . Durifzg the fiscal year
1940, employment tax collections
Constituted 15 percent of the total
fedez-ai receipts and in the fiscal year
1946 only 4 percent of the total .

Federal employment tsEx collections
in all states of this district, 'vv .i.th the
exception of Malntana and North Da-
k~ta, approximately doubled between
the two fiscal years . In Montana the
increase was 44 percent and in North
Dakota 79 percent .

have some

TAX COLLECTIDNS A5 A
AERCENT OF TDTAL INCOME
VARY AMONG STATE5
The importance of federal tax col-

lections in the Ninth District econ-
omy may be gauged by the propor "
tivn of the total income absorbed
by such taxes . A figure on the total
income derived from the economic
activity in this district was calculated

1 Mate specifically, the income payments for
coda state were increased by the amount of
federal tax coFlectiona in the particular state
exclusive of the collectiuna cram the personal
income tax, estate and gift. taxes, and one-half
of the paymll tax paid by employees. 'fhe latter
taxes ate either withheld by the employer for
the employee or are paid directly by Lhc indir-id-
nal and consequently are a p~srt n£ income pay-
ments . An average of the 1389 anal 1940 income
payments was used tv compare with federal tax
collections in the fiscal year 1940 and the
rs~era{te of Lhe 1946 and 194G income payments
was used to compare with federal tax collec-
tions in the fiscal year 1946 . This procedure
was adopted from the study an Federal, State,
and Local (;avernment Fiaeal Relations, 7fSth
Congress, lot Session, Senate Document No . 69,
fuotnnte 1, p . 2i9 .

AGRICLILTLIRAL AND 8U51NE55 CONDITIONS

Loans at the weekly reporting
banks rose considerably in early
September tv a total of $419 million.
This is $4C} million above the volume
at the end of August, and represents
a rate of expansionz very considerably
stronger than in recent months . Cam-
mercial, industrial, and agricultural
loans accounted for $35 million of
this expansion, with mast of the xe-
mainder accounted for by cvzlsumer
borxowing.
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by adding to state income payments
the amount of federal taxes paid by
business establishments in these
states .'

Federal tax collections in the fiscal
year 194Q constituted 7.4 percent of
the total national income . The pro-
p~rtion of total income in this dis"
trict absorbed by these taxes was
significstr,tly below the national fig-
ure,

b'ederal tax collections in Minne"
sots were 4 .9 percent of the total
income . In Montana, North and
South Dakota, these taxes were a
much smaller perCellt of the total
income-2 .2, 1 .1, and 0.9 percent re-
spectiveiy . In the states of Michigan
and Wisconsin, the percent was zlo-
ticeabiy greater-8 .6 and 5 .3 percent
respectively .

Postwar federal tax collections ab-
sorb a much larger proportion of a
greatly expanded total income . Total
collections in the fiscal year 1946
amounted to 22,2 percent of the na-
tional income .

Jn Minnesota, 19 .1 percent of the
total income was absorbed by these
taxes. In the states of Michigan and
Wisconsin, the collections rose to
24.5 and 20.4 percent respectively of
the total income . In Montana, North
and South Dakota, a much smaller
proportion of the total incolxle was
absorbed by federal tax collections---
9.4, 7 .1, and 7.0 percent xespectively .

ACTUAL TAXES GREATER
THAN COLLECTIDNS INDICATE
An examination of the incidence

or final impact of federal taxes among
the four full states in the district
indicates that federal taxes absorb
more of the Ninth District income
than appeaxs from the figures men-
tioned above. In addition to the taxes
collected from the states in this dis-

trict, same tuxes levied elsewhere are
added to the price of commodities
consumed izl this region .

For example, muaufacturcrs tecld
to shift the excise taxes levied on
them to the ultimate consumers by
raising the price of their fiiaished
products by the amount of the tax.
In this manner, federal excise taxes
are shifted partly from states pre-
dominantly industrial to those pri-
marily agricultural .

corporation taxes are not ncces-
s~triIy borne by the corporations
tllernselves . All taxes are eventually
h[irlle by individuals, for taxes in the
final analysis arc paid out of the in "
crane or capital (actual or potential}
of individuals . Ii~ the corporation in-
come, excess profits, and capital stock
taxes in the last analysis are not shift-
ed, they are barge by the stnckh[7Id-
ers in the form of smaller dividends.
In this case, such taxes are borne by
the various states in proportion to the
corporate stock held by the indi-
viduals in a state .

If these taxes are shifted, they are
borne either by the consumers of
corporate products in the farm of
higher prices or by labor and pro-
ducers of raw mater.iaIs in the form
of lower prices for their services and
products . Tn either case, the tax bur-
den is likely to be distributed differ"
elntly among the states than if the
burden is nn the stockholders .

In computing the incidents of cor~
pnration income, excess profits, and
l:apital stack taxes, it was assumed
that these taxes fall nn the stock-
holders. The total collections from
these taxes were distributed among
the states in proportion to the income
xeceived from dividends and inter"
est. L

Cn this basis, in the state of Mich-
igan, the incidence of corporation
taxes was decidedly smaller than col-
lections for the $seal years 194D and
1946, as one would anticipate, for a
large proportion of the stockholders
of Michigan corporations reside in
other states . Izl Minnesota the inci-
dence of corporation taxes for these

The incidence or bnrdrn of federal Lnxea by
states for the fiscal year 1940 waa calcalated by
the Committee on Federal, State, and Focal
Covc"rnment k'iscal R~~laiinns . Similar calcula-
tions were made for the fiscal year 1946 . The
details of the method empIbyed in computing
the incidence may be found in the Federal,
State, and Locat Guvernmen! Fiscal Relations,
7kth Congress, lot Se>ainn, Scnatc Doruirxent
No. G9, pp . 204-`720, yr map he obtaine[l by
writing to the Research department of the
1lfinneapolis Federal Ret~erve Bank.



years was slightly less than the col "
Iections .

Jn the other states, as may be ob-
served in the accompanying table,
the incidence exceeded the collec-
tions---in the fiscal year 1946 by a
significantly larger amount than in
the fiscal year 1940 .

In a seller's market such as has
been witnessed during the past years,
a part of the cnrpnration taxes very
likely was shifted to consumers in
the form of higher prises . Since the
proportion of total cnrpnration prod-
ucts consumed in this district is great-
er than the pr<]pnrtian of total divi-
dends and interest recei~~ed, estimated
incidence of these taxes for the latter
year is, no doubt, a very cnnserva~
five figure .
The burden of the numerous ex-

cise taxes was distributed among the
states primarily an the basis of the
consumption of specific commodities .
Since a large share of the commodi-
ties consumed in the Ninth District
are manufactured outside of the dis "
trict and manufacturers tend to pass
to consumers the excise taxes levied
on them, the incidence of these taxes
in this district greatly exceeds the
collections .

Fnr example, in the fiscal year 1946
the federal government collected
only $90,OaD in the four states ~~hol-
ly in this district from taxes levied
on tobacco, while, according to the
prnhortian of the tobacco consumed
iii these states, the incidence of the
tcrxes levied an tobacco amounted to
$29 million .

Collections from all excise taxes
totalled $89 million, while the loci "
deuce of these taxes aggregated $196
million . In the fiscal year 1940, the
difference between Collections and in-
cidence was even greater . Whereas
the collections totalled $21 million,
the incidence was $76 million .

In the state of Michigan, which is
predominantly industrial, collections
of excise taxes in the fiscal year 1440
exceeded the incidence by 5 percent,
but in 1946 the incidence exceeded
collections by 55 percent . In the
state of W15COIlSin, the incidence ex-
ceeded cnlIectinns substantially in
bath fiscal years .

FEDERAL TAXES ABSORB
GREATER PROPORTION of
DISTRICT'S PnsTwAR INCOME

Prior to the war, federal taxes
directly and indirectly absorbed over

AGRICULTURAL awD susINESS coNDITIONs

G percent of total income . The bur "
den among the states was quite uni-
form . In the fiscal year 1940 the per
cent of fatal income taken by federal
taxes ranged froth 5,5 percent in
South Dakota to 7.3 percent in Wis-
cnnsic> . The federal tax burden in
this region was somewhat lighter
than in other areas of the nation .
Aggregate federal taxes constituted
7.4 percent of the total national in-
Cnme .
While in the entire nation Federal

taxes constitute 22.2 percel~t of the
total income, these taxes directly and
indirectly now take well over 15 per-
cent of the district's total income .

In the fiscal year 1946 the total
income taken by federal taxes ranged
from I4.I percent in South Dakota
to 2i .8 percent iIl Michigan . Minne-
sota was next to Michigan with 21 .0
percent .

Since taxes reduce the amount of
income individuals have at their dis-
pnsaI, the amount of purchasing
power available to the consumer is
reduced correspondingly . During and
following the war, the aggregate
amount of purchasing power has ex "
seeded the physical quantity of mer-
chandise in the domestic markets .
Consequently, the high federal taxes,
through the reduction of purchasing
power, have reduced the inflationary
pressure on prices .

U. S. E]CPENDITURES ADD TO
DISTRICT'S PURCHASING POWER

Governmental expenditures, on the
other hand, add to the aggregate vol-
ume of purchasing power . Cf the
total 1946 federal governmental ex-
penditures of $44,111 million, $19,-
989 million, or approximately 45 per-
cent, represented payments made to
individuals . These payments com-
prise payrolls, payments to veterans
nr to their dependents, interest paid
on government hands, etc .l
The total amnuzzt received by iz><di"

victuals through federal government
expenditures in the states of this dis-
trict is listed in the accompanying

' These payments "comprise pay of civilianc"mplnyoc "; not vas of hrme~i torcc~, family_allnn"rnce payments to dependents of onlistcdmilitary personnel, voluntary allotments ofmilitary pay to individuals, mustering-out pay-
ments to dischurKed 5crvio~"men, enlisted men's
cash terminal leave preymenta, int.ere~t pay-ments to individuals, public assistance andnthrr rlirnet relief {including grants to StatesFnr special types nF public assistance}, workrelief, veterans' pensions and benefits, andi:overnment payments to farmers ."

Source : LT. S . Denrcrtment of Commerce,Survey of Current Business, August 1947, n. 19,
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table . In the four states wholly with-
in this district these payments aggre"
gated $61 million . Tn the two states
only partly in the district, they
totalled $280 million .

In addition to the payments made
to individuals, substantial sums were
paid to business concerns far prod-
ucts delivered to the gavernlnent .
Thus, federal governmental expendi-
tures, although less than in other
regions of the nation, add S1gI11fiCdIlt-
Iy to the purchasing power in this
district,

TREASURY PCILICY RIrDUCES
INFLATIONARY PRESSURE
The cash income and the cash nut'

gn for current expenditures indicates
the effect federal government fiscal
policy has on the F~ational economy,
In 194G the cash income exceeded
the outgo by $826 million . During
the first five months of this year this
net balance totalled $4,459 million .l
These balances represent the draw"

ing of funds out of the national econ-
omy, which decreases the aggregate
purchasing power, The smaller pur-
chasing power tends to reduce same "
what the inflationary pressure on
prices .

	

--Oscar F. Isitterer .
' U . S . Treasury Arpartment. Treasury Bul-letin, Aiarch 1947, p, i6, and 7uly 1947, p. 15 .

gUS1IN~,~aj Continued from page 493

AGRICULTURE ACCOUNTS FOR
30'/0 of iNCON1E PAYMENTS
The prosperity of Ninth District

farmers is the zr~ajor factor explain "
ing increases in this district's income
payments . The relatively large share
of total income accounted fox by
agriculture compared to other sources
of income and compared to the
United States are shown in the chart .
In recent years net farm itlcome in
the Ninth District represented aver
30 percent of total income payments
as compared with 8 percent far the
Idnited States . In 194G North and
South Dakota agricultural income
was aver 45 percent of total income
payments, while in Minnesota and
Montana it was 21 percent and 31
percent respectively .
Cn the other hand, income pay "

meats from manufacturing con "
tributed far less to total income in
the Ninth District than is the aver-
age for the nation as a whole, play"
ing an important role only in Min-
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nesota, where such income amounted
to 15 percent . In the Dakotas it was
less than 4 percent . In the LTnited
States on the average 21 percent of
total income payments originate from
manufacturing.
Trade and services income pay-

ments account for about one-fourth
of total income payments in the
Ninth District . Approximately the
same relationship holds nationally .
In like manner, the role of govern "
meat income payments in 1946
tended toward uFiiformity through-
out the Nation with little variation
around the United States average of
17 percent . In the Ninth District,
however, such payments were slight-
ly lower.

DI5TItICT PAYMENTS REFLECT
STATE C1F AGRICULTURE
The varying fortunes of North "

west agriculture are reflected in this
region's thangsng share of the na "
tion's total income payments . Cash
farm income' in the Ninth District
plunged disproportionately f r o m
1929 to ]933 . Similarly it rose faster
than in the nation as a whole during
the Iate Thirties, but by 1939 had
only partially recovered from depres-
sion and drought .
From 1939 to 1941, however, cash

farm income in this area increased
by 5D percent as compared with 35
percent nationally . This rise more
than offset the Ninth District's lag
in nonagricultural income behind
the natian~wide upturn . Prom 1941
Yo 1943 the ~+olume of cash farm in "
tome in the Northwest almost
doubled . This marked advance was

NINTH FEDERAL RESERVE D15TRICT

Income Payments in U. S. and Ninth District States
(In Miflian Dollars)

7DTAL INCOME PAY~VIEAIT5

PEk CAPITA INCOME PA1fi1RENT3

F Entire state .
Source : U . S . Department of Commerce.

the main impetus to an expansion in
total income payments of nearly 5D
percent_-an increase which paralleled
the unprecedented rise in national
income .

In 1944 cash farm income in the
Ninth District actually declined .
However, continued expansion of
non-agricultural income payments afF"
set this drop and the District's 1944
rise in total income again paralleled
the national increase of $ percent .
This advance-the smallest since
1941-reflected the relative stability
of the economy as war production
levelled off at peak rates . The Ninth
District increase in total intame pay-
ments from 1944 to 1945, although

only 7 percent, was greater than the
national advance of 3 percent . This
was directly the product of the 13
percent increase in cash farm income .

In 1946 total income payments in
the four full states of the Ninth Dis "
trict equalled $5,048 million, an in-
crease of I7 percent over 1945 . In
the country as a whole the average
rise from 1945 to 194fi was about 9
percent. Again the Ninth District's
relatively favorable increase was
closely associated with rash farm in-
come which in this period rose 18
percent .
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' Cfl .s h form income eq~uls gross cash receipts
front farm marketinge Ply garernment YaY"
ns,~r,l .4 .

State 1929 1933 194 1945 1996

llnited States __ ._ . . ._ .__ ._ . . . . .__ ._ . .$82,617 $46,273 575,852 5+155,201 5169,373
Minnesota ___ ._. ._ . . . . ._ . . . . . . .. ._ . . . . 1,443 812 1,424 2,614 3,082
Montana __ ._ . ._ . . . . ._ . . . .__ ._ . . ._ . . . . . . 325 158 321 555 b59
North Dakota ._ . ._ . . . . . . . . . . . .. . . . . . . 264 125 237 566 524
South Dakota _. ._ . . . . . . . . . . . . . . . . . . . . 288 118 242 598 673
14iichigan~

~
. . . . . . . . . . . . . . . . . . . .. . . . . . . 3,543 1,641 3,425 6,799 7,379

Wiscansin~` . ._. . . . . . . . . . . . . . . . . . . . . . . 1,849 938 1,fi22 3,418 3,803

State 1929 1933 I94~ 1945 194fi

United States . . . .__ . ._ . . . . . ._ ._ . ._ .__$ 680 368 $ 575 $ 1,177 $ 1,200
~liniiesata _ . ._ . ._ ._ . .__ . ._ ._____ ._ . . . . 566 3D7 509 99s l,o9a
Montana __ . ._ . . . . . . . ._ . ._ . . . . ._ . .__ ._ . ._ 6f}2 290 574 1,228 1,394
I~iarth Dakota __ . . . . . . . ._ . ._ . .__ . . . . 389 190 368 1,097 1,152
South Dakota ._ . .__ . . . . ._ .__. ._ . . . . 417 172 376 1,112 1,228
Michigan .__ . ._ . . . . . . . . . . . . . .. . . . . . . 745 348 649 1,218 1,215
Wiscnnsin~ .___ . . . . . .. . . . . . . . . . . ... . ._ 634 312 516 1,159 1,198


