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NEBRASKA'S POPULATION AND F. ~OMIC GROWTH WERE COMPARED
WITH THAT OF THE NATION FROM 1910 UNTIL THE PRESENT, WITH
SPECIFIC ATTENTION TO NEBRASKA'S ECONOMIC DEVELOPMENT IN
RECENT YEARS. PUELISHED MATERIAL WAS THE SOURCE OF THE DATA.
FROM 1900 TO 1960, NEBRASKA'S POPULATION GROWTH RATE WAS
ONE-THIRD THE NATIONAL RATE. THE NET OUT-MIGRATION AVERAGED
310 PERCENT OF THE AVERAGE POPULATION IN EACH OF THE THREE
MOST RECENT DECADES. THE AVERAGE ANNUAL RATE OF GROWTH OF
TOTAL REAL PERSONAL INCOME WAS 2.28 PERCENT, 1.17 PERCENTAGE
POINTS BELOW THE NATIONAL RATE. THIS HAS BEEN INFLUENCEC
UNFAVORABLY BY THE ORIENTATION OF THE NEBRASKA INDUSTRY MIX
TOWARD ECONOMIC SECTORS WHICH HAVE BECOME RELATIVELY LESS
IMPORTANT TO THE NATION. RECOMMENDATIONS INCLUDED--(1)
PASSING OF AN "ECONOMIC GROWTH ACT," (2) CREATING AN ECONOMIC
ADVISORY COUNCIL, (3) ESTABLISHING A DIVISION OF ECONOMIC
ANALYSIS WITHIN THE EXECUTIVE DEPARTMENT OF THE STATE
GOVERNMENT, (4) ELEVATING THE PRESENT NEBRASKA DIVISION OF
RESOURCES TO THE STATUS OF DEPARTMENT OF ECONOMIC
DEVELOPMENT, (5) DRAFTING AND IMPLEMENTING A DETAILED
ECONOMIC DEVELOPMENT PLAN, (6) PLANNING VOCATIONAL AND
GENERAL EDUCATION PROGRAMS, AND (7) ENCCURAGING INDUSTRIAL
DEVELOPMENT ON A SELECTIVE BASIS. (PS)
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PREFACE

While there are analyses and histories of the economy of the

state of Nebraska, none trace the broad ecomomic growth and development
pa::erie and evaluate their implications for recent yeara. Although
this study is not a complete annotation and evaluation of econdimic
change, it does record, describe, and evaluate aggregate economic
patterns as they appear in the more i._.portant and readily available
indicators of economic growth. Economic change is interpreted in a
manpover éontext, with emphasis being placed upon economic development
since World War II. The major contribution of this study is intended
to be the furnishing of an empirical economic base in order that future
economic growth and manpower development programs can be better under-
stood, formulated, and implemented in Nebraskg.

This study of the Nebraska economy received support from
numerous.individuals in the Department of Economics at the University
of Nebragka to whom the author is indebted. Professor Campbell R.
McConnell provided invaluable guidance in the preparation of this
manuscript. ProfessorsTheodore W. Roesler and John R. Felton of the
Department of Economics provided helpful assistance. Professor John
Coster of the Department of Agricultural Education was also instru-
mental in the completion of this study. Financial support was provided
by two agencies of the Federal Government: the Bureau of Reclamation
of the Department of the Interior, and the Office of Education of the
Department of Health, Education, and Welfare. This, too, is gratefully

acknowledged. All responsibility for facts and analyses rests with

the author.
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.CHAPTER I
INTRODUCTION

The economic growth of states and regions in the American
economy follows divergent patterns. ﬂuring the period frﬁm 1910
to 1950, for example, the labor force in Nebraska grev at a slower
rate than did the national labor force. This state had over one-
quarter of a million fewer workers than would have be~u the case if
growth in Nebraska had occurred at the national rate. ‘lore recently,
it has been observed that employment in Nebraska increased 25 per-
cent from 1939 to 1958. This increase does not compare favorably
to the nation as an employment "growth gap" of 62,331 persons oc-
curred over this time period. In this same period of time the state
increased its relative commitment to agriculture when compared to the
nation. In 1939, 46.1 percent of total employment originated inm the
agricultural sector in Nebraska, a ratio 1.7 times as great as the
national average.l Agricultural employmert in 1958 was 30.7 percent

of total employment in Nebraska, as absolute specialization in agri-

- culture ‘eclined in Nebraska. This compares to a national average

of 12.9 percent of employment in agriculture. Thus, Nebraska's

1pata are from Harvey S. Perloff, How a Region Grows, Sup-
plementary Paper No. 17 (New York: Committee for Economic Develop-
ment, 1963), pp. 64-5, 78-9, and 92. Agricultural employment includes
persons employed directly in farming.




reliance on this sector was 2.3 times as great as the nation's in 1958.
This is important because agricultural specialization does bear heavily
upon the growth problems of this state.2
The current position of the Nebraska economy reflects histori-
cal patterns initiated by the early development of agricultural and
related primary resour;es. This furnished a development base for the
appearance of ancillary economic activities--activities which tend to
number among those that currently are declining or static in relative
importance. In short, the current "satellite" industry structure has
not provided adequate job opportunities for residents of the state.
The fact that these growth trends critically affect the well-being of
area residents is apparent to all. Neb.aska, for example, has ex-
perienced difficulty in maintaining perhaps the 0st vital growth
ingredien. of all--human resources. Employment opportunities have
been provided for some of the area's released agricultural popnlation,
and economic growth has been more rapid in some sectors than in others.
At the same time, the growth base cof the state (in terms of industry
structure) is relatively small and the nature and <itent of future

area development is a substantial unkaown. The future for the area is

2These same general developments are apparent in contiguous
states in the Midwest. The total labor force "growth gap" for the four-
state area of Nebraska, Iowa, Kansas, and Missouri was .3 million
between 1939 and 1958.
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complicated by this uncertainty, by inadequate knowledge concerning

past and present growth trends, and by lack of assurance the region
has concerning its ability. to- cope with the complex and nearly endless
variety of situations which a dynamic national economy promises to
produce in the years ahead.

The impetus for this study is furnished by (1) a widespread
area concern. for the present and: future growth potential of the state
and (2) concern for the development: and: utilization of human resources
presently residing. in the. state.: - Although the Nebraska economy cannot
be described fairly as. depressed;. a detailed awareness of the nature
of the state economy and: of the  existence and location of unused
potential- is necessary- to. attain: eptimum future exploitation of this
growth potential. Peolicy implementation is also necessary, but ef-
fective pulicy. requires analysis. first. An understanding of the
magnitude, the incidence,: aand the: direction of sluggish growth rates
and undesirable: population,: income,: and employment. patterns within the
state economy is a requisite: to. the application of policies designed

to promote economic viability.
The Regional Research Design

The problem. It is generally alleged that the Nebraska economy
has not fully participated: in-the process of economic development ex-

perienced by the nation in recent: years. This thesis has not been

subject to recent analysis, however, and its manifold ramificati. -




have net been recognized and investigated fully.3 Furthermore, infor-
matioa which is available on. the. smbject of economic growth and man-
power development in Nebraska-is .fragmentary and must be drawn from a
variety of sources. These. conditions have produced a retardation of
knowledge concerning the. present: economic structure of the state
economy; the ways in which. the..economy. has changed in recent years;
the futurre economic development.potential of this area; and the im-
plications which inhere under:-these circumstances for manpower
utilization and development.. ZTaken together, these represent a

cogent case for regional economic research in Nebraska.

Objectives. The immediate objective of the preseant study is to
describe the nature of Nebraska's. economic. development in recent years.
It is hoped that. this. will. augment: the development potential of the
area by formulating a basis. from which an action program to stimulate
economic growth and manpower development can ve launched. The intent
is to provide an integrated. overview of Nebraska's economic develop-
ment, focusing attention.upon-the: principal lines of growth and man-
power development. since. World War: II. This is not an attempt to con-
struct an inventory. of productive resources in the state, nor is it
intended. to produce a compendium of data which relates to the subject
at hand, although s' ~h informatien.is, in part, a natural by-product

of the analysis. Rather, major changes, problems, and potentialities

3The nature and 1nciden§e of net out-migration or human capital
disinvestment is typical of these ramificatioms.




of the state economy will be-investigated to the end that in the
future (1) more pointed and specialized research efforts can be under-
taken, and (2) public policy can: be approached more intelligently.

The broader purpose. of: this study delineated above is struc-
tured upon the following specific: objeccives:

1. Analysis: of recent changes in the Nebraska economy in
order that an understanding:.of: the industry structure, balance, and
specialization. patterns might: ba: gained.

2. Evaluation.of the comparative growth position of the
Nebraska. economy: relative. to the:natien in order. that (1) the nature,
direction;, and: interrelations. of: regional specialization might be
assessed, and. (2). the exploitation of export advantages and closing
of development voids now supported by imports from other areas can be
accomplished.

3. Evaluation of the nature and severity of manpower problems

and potentialities for Nebraska.

The analyticel framswerk..:  Change in regional economies is
transmitted by ‘and affects. numerous variables related to the growth
and development process. One.of the more important of these is
human resources. While physical:ocapital and natural resources play
an important role in the growth: process, human resources are no less

important. Because consideration of economic development in its complex
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entirety is not a feasible undertaking, humin resources in some ways

serve as the focal point in the present st:udy.4

The analytical framework is intended to depict the economic
activities of the area which generate growth in employment and incomes,
to reveal the major problems attendant to past patterns of developuent,
and to explore their implications for econsmic grow:h and manp&wer
development in the future. These analytical procedures which are used
are also designed to reveal key structural relations in the Nebraska
economy and the ways in which this economic structure has changed in
recent years. Emphasis is put upon uncoviring complementarity within
the existing industry mix for the economy of Nebraska. Particular
attention, therefore, must be cavoted tc the growth contribution of
the area specialization mix and the extent to which Nebraska has
attracted slow or rapid growth sectors tc¢ its industry mix in recent

years.

Limitations. It is necessary to recognize that this study has
several limitations. The selection of an area for analysis on the
basis of political boundaries often bears little logical relationship
to economic criteria to which one otherviise might adhere. Data used

in the analysis likewise are a limiting factor in terms of (1) the

4No pretense is made that this study is exhaustive. Only those
factors which were felt by the author t.o be most relevant in conditioning
the process of economic growth and humun capital development were sub-
Jjected to explicit analysis. Furthermore, the study tends to be des-
criptive irn a large measure, and not oriented towards the testing of
hypotheses. This results from the fact that i: is necessary to know the
historical structure of the economy prior or simultaneous to asking "why."
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selection of particular data by the author, which is conditi. ned by
his conception of the problem; (2) the level of aggregation and ap-
proximation which is inherent. in the available indicators of growth
and development; and (3) the selection of time periods for analysis.
The analytical contents alse draw almost exclusively on published

data and.are subject to the errors 'which can result from the use of
approximations of economic conditions. These limitations are not

serious empugh, however, to invalidate the findings or constrain the

analysis to something less than that which is intended.

-

Indicators: . of economie grewth.. There are several alternate

growth indicators.: The movement of populations represents a collective
reaction to changing economic: circumstances and anticipations. Another
compositi: measure of a regional :economy is provided by total personal
income.- Employment. and occupatien patterns are also revealing, par-

" ticularly with respect to the: st-ructural aspects of an area economy.

There 1ie a critical interaction manifest between total income and

population growth. patterns: in' per  eapita income. Per capita income
data.reveai-this:inte:play;.tﬁerefare,.theae data are an important
indicator of the performance of-a .regien, representing a synthesis
of. the: "better" and the "bigger’: dimensions associated with regional
grawth:pattnrns;s Per. capitz inoeme patterns must be interpreted

' properly for regional analysis purposes, however. Population movement

SWallace C. Petersen, "Recent Grewth Record of tine American

F f;gz;my3" {ge American Journsl of Economics and Sociology (January,
] » P .
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in conjunction with differential income growth between regions poses

a special problem to the regional analyst which is not present at the
national “evel. Lirge increases iﬁ total output for some of the most
rapidly growing regions in the nation are often absorbed in supporting
larger numbers of people. As a consequence, per capita income may not
grow. Conversely, increasing per capita income may be influenced by
net out-migration.

Differential growth among regions is subject to improper
interpretation. Statistical differentials between growth rates are
sqmetimzs considered to be small when their effects are large. The
difference, fo; example, between employment growth rates of 3.0 and
; 4.0 percent annually is not as trivial a matter as it might appear at
first glance. The differential is 1.0 percentage points, but it is not
é just 1.0 percent larger. It also can be thought of as being one-third,

or 33.3 percent larger. As Edward Denison has pointed out in his

analysis of the national economy, this seemingly small differential
means that if emplaoyment grows 4.0 percent a year for 20 years in
area A and 3.0 percent annually in area B, the differential increase

in employment in A at the end of this period of time will be larger

by 44.0 percent.6 Shifting the context to per capita income for the
moment, the assumption that population increases at an average rate

of 2.0 percent a year iz tJilL areas produces an even more startling

6Edward F. Denison, The Sources of Economic Growth in the U.S.
and the Alternatives Before Us, Supplementary Paper No. 13 (New York:
Committee for Economic Development, 1962), pp. 1-3.
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illustration of the significance of growth differentials. A region in
which income grows at an annual rate of 4.0 percent would experience a
per capita increase of 2.0 percenﬁ a year, or an increase in per capita

income twice as large as that of a 3.0 percent growth region.
Description of the Nebraska Economy

The state of Nebraska i1s a diverse geographi: area which is
exposed to different climatic conditicas and enjoys variant physio-
graphic circumstances. A vast amount of the surface of Nebraska is
covered with loose sandy soil and, at the same time, the state has
great stocks of unexploited rater resources, rich farmlands, and.is
comprised in part of urban centers. This geographic diversity sug-
gests that a description of the basic characteristics of Nebraska
involves recognition of several areas within the state. Figure I-1
depicts the e€i~*= of N=* .sku as being comprised of nine economic

areas. These economic areas were established by the Census Bureau

of the U.S. Department of Commerce and they include the two urban areas

of Omaha and Lincoln.’

7For additional detail on area delineaticn see D. F. Bogue and
Press of Glencoe, 1961). Much of the description of the state which
follows is drawn from this source. Alsc see G. E. Condra, Iadustrial
Nebraska in Outline, Nebraska Conservation Bulletin, No. 28 (Lincoln:
University of Nebraska, 1946); U.S. Department of Commerce, Bureau
of the Census, Censuses of Agriculture and Population; and V.S. De-

partment of Agriculture, Soil Conservation Service, Nebraska Soil and
Water Conservation Needs Inventory, 1962.
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4 The Sand Hills (econemic area 1. of Figure I-1) comprises nearly
one-fourth of the total state: avea,: yet it contained less than 5.0 per-
cent. of the total 1960 population... The land consists of loose sand
ridges and dunes. The area-has: few major rivers and streams and the

foil quickly absorbs the 15 to 20 inches of rainfall received each year.

FIGHRE: 1I~1

ECONOMIC AREAS IN NEBRASKA

1 -- Sand Hills (8H) 5 =~ Seuth Central (SC)
-2 == Western (W) 6 -- North East (NE)
; 3a == Central (C) 7 =~ South East (SE)
k 3b -- Central (C) A -- Lincoln (L)
' B -- Omaha (0)

4 -~ Southern (S)

About three~fourths .of #ll;fazmiundais,used for grazing cattle on
the grass: cover which holds .the:sandhills in place. Consequently,
; the ‘average farm size approximates 2,000 acres, although there is

ample water. for-grazing. C€roplands constitute about one-fourth of

SRS OWEE o T aay e = =

the area, and: they are devoted madiwmly to wild hay with very limited

T TN TP TR

amounts of wheat and corn grown on the fringes of this economic area.
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This sparsely populated area experienced a decline of 11.2 percent
in its rural population from 1950 to 1960. Of the total inhabitants
of this area, 83.4 percent were classified as rural in 1960.

The Western economic area (area 2) contains one urban place
over 10,000 in population, the city of Scottsbluff, which is a food
processing center for this highly irrigated economic area. Large-
scale irrigated farming is prevalent in the eastern portion of
area 2 and around the valley of the North Platte River. Ranching and
wheat growing are leading economic -activities of the plains om both
sides of the Platte River Valley. The topographic and soil condi-
tiqns of the valley are wellnsuited to irrigated farming, which pro-
duces about one-fifth of total farm income in the area. The leading
crops are sugar beets, corn, potatoes, beanb, and alfalfa. Moving
vestward in this area one encounters a progressively higher elevation
of rolling prairie used for dry-land winter wheat, wild hay, and
grazing of both cattle and sheep. The income from grain and live-
stock sales provides most of the livelihood for area residents.

Central Nebraska is comprised of two economic sub-areas,
areas 3a and 3b -a Figure I-1. The Platte River area's population
(the western portion of Central Nebraska) is largely urban (48.4
percent) in comparison to several other areas in the state. Grand
Island, which serves as a manufacturing and distribution center;
North Platte, also a trade and diltribution center; and Kearney, a

trade area and college town, are three urban places which eanjoyed

population increases in excess of 10 percent in the last decennial
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period. The rural population declined 9.5 percent and the urban pPop-
ulation increased i2.1 percent between 1950 and 1960, although the
total population remained virtually unchanged over this period. Because
of water comservation along the Platte and ground water supplies,
irrigation is feasible. Consequently, the area specializes in corn
and livestock. Corn, wheat, and hay are also grown in the one-half
of the area in crops, and other land is used for pasture purposes.
Because of some water uncertainties, low crop yields can appear in the
area. The northern part of the Central economic area (3b of Figure I-1)
is primarily rural (76.9 percent rural population in 1960) with gently
rolling topography. The rural population of the area declined 8.3
percent from 1950 to 1960. Moisture is somewhat limited relative
to the needs for the more than two-thirds of all land in crops.

Corn, oats, and hay are principal crops in the area, which also is
reliant on both hog and cattle farming. There are two urban places
with 1960 populations in excess of 10,000 persons—Columbus and Norfoik.
The population of Columbus almost doubled between 1950 and 1960

because of its attraction as a manufacturing, food processing, dis-

tribution, and rural trade-area center.

The Southern economic area has no urban places with populations
of 10,000 persons or mcre, and four-fifths of the 1960 population was
rural in location. The rural population declined 15.9 percent from
1950 to 1960, while the area's total population declined 11.8 perceat.
This area is plagued by inadequate moisture; however, it has a rel-

atively fertile loess soil which is devoted primarily to corn and
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wheat. Pump irrigation is used primarily for irrigated cropland, and
pastures are not relatively productive. As a result, hog production is
the major livestock entemprise. The area has few manufacturing activities,
and it appears to be faced with the least prosperous future of all
economic areas in the state.

The South Central area derives most of its economic supéort
from cropland, specializing in corn, wheat, aud oats. About one-fifth
of all farmland is pastured; thus, cattle and hogs are also important
income sources. The topography of the area iz gently undulating and
ggngrally well suited to cropland farming. One-third of the 196¢
population was classified as urban, and there was a decline of 10.%
percent in the rural population from 1950 to 1960. The total popula-

tion of the area decreased 5.1 percent, although Hastings, the only

sizable urban place, experienced a population increase of 5.9 percent.
Hastings is a trade area and 1s engaged in food processing and manufac-
turing in a limited way.

The North East economic area is ome of the richest farming
areas in Nebraska, :nd it contained one of the most rapidly growing
urban places in the state between 1950 and 1960, Fremont. The area
population, one-third urban in 1960, experi:nced the lowest 1950 to
1960 decline in rural population (5.9 percent) of any non metropolitan
economic arca in the state. Fremont, the only sizable urban place
in the area, 1s a service and trade center. The health of the economy
of the area is reflected in the fact that the average value of farm

land and average income per farm is higher here than in any other
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economic area. The topography of the area is rolling to slightly

hilly and the soil is a productive silt loam. Over three-fourths of

the total area land surface is cropland, consisting of corn, oats, and
hay. Corn-hog farming is one of the more important sources of farm
income in the area, as livestock sales provide about four-fifths of

all farm income.

The South East economic area of Nebraska was also approximately
one-third urban in 1960 and the rural population declined 10.7 percent
in the last census period. The area specializes in livestock production
primarily, with considerable cash grain sales also. The land is
relatively fertile, although it is subject to erosion because of the
hilly topography and silty soil. Over three-fourths of all farmland
is in crops, primarily corn and wheat with oats and hay being of lesser
importance. Livestock, however, is the primary source of farm income
to rural residents. Beatrice, the only urban place of any size in the

area, is a farm service center and also contains some manufacturing

‘activities. The adjoining metropolitan economic areas of Lincoln and

Omaha no doubt service much of this area's population.

The dominance of agricultural activities in the Nebraska
economy examined thus far is overwhelming. Fully two-thirds of the
population of the eight areas above were classified as rural in 1960,
evan though the rural population declined 10.2 percent from 1950 to
1960. These areas contrast sharply with the two metropolitan economic
areas in Nebraska, however. The economic base of the Lincoln area

centers around government, education, and trade servicing for both
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the surrounding rural area and the sizable white-collar work force.
Insurance and sorce manufacturing sugment the base of this urban area.
Omaha is a larger and more heavily industrialized metropolitan economic
area. Food processing, transportation, and marketing form the back-
bone of the area economy which enjoys a fairly diversified base com-
pared to the rest of the state. About one-third of the total pbpula-
tion in the state resides in these two areas, botbh of which experienced

population increases in excess of 20 percent between 1950 and 1960.
Growth of Regional Economies

It is necessary to consider briefly the meaning of economic
growth and the perspective assumed in the study of economic growth
patterns (e.g., regional or national) in that theec concerns may
condition the concept of the process of economic growth.

Economic growth can be interpreted to mean several things.
The terminology may symbolize any combination of conditiomns or
aspirations in a political, social, or economic context, including
such diverse circumstances as social modernization, political inde-
pendence, or industrialization. For the purposes of this study, it
is assumed that the forces of economic growth are reflected in aggre-

gate population, income, and employment indicators.8 Interest in

8For more detailed elaboration on the meaning of economic
growth see Fredrick Harbison and Charles Myers, Education, Manpower,
and Economic Growth (New York: McGraw-Hill Book Company, 1964), p. 2;

R e — S ———

"The Anatomy of Economic Growth," Economic Growth: An American Problem,

P. M. Gutmann, ed. (Englewood Cliffs: Prentice-Hall, Inc., 1964), pp. 1-4;
and Simon Kuznets, '"Some Conceptual Problems of Measurement,' Economic
Development and Cultural Change, University of Chicago Press (October,
1956), pp. 6-9.
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economic growth at the regional level can contribute to a better under-
standing of the economy which is a synthesis of several regional
economic units. A deeper understanding of structural changes in the
region and the range of regional reactions to aggregative dynamics
can contribute to improved growth potential for the nation as well

as the region.9 Thus, there exists a broad base of support for.
maintaining a regional point of view in the analysis of economic
growth. A regional perspective to economic growth is as real or
factual as the existence of "regions" within an aggregative economy.
This does not mean that all attempts to encourage regional growth and
development are necessarily in the national interest. Similarly,

all forms of economic growth are not uecessarily desirable, even
though development is a widely pursued objective which frequently 1is
viewed as a panacea to a multitude of problems. Furthermore, economic
growth is not necessary in a region to improve the welfare of resi-
dents in an area, since net out-migration may lead to an increase

in income per capita, even though total income does not grov,

The roie of human resources. Human resources not only are
affected by economic growth in several obvious ways; they also are
a primary determinant of economic growth. That is, there is a

welfare ard a capacity-for-development dimension to manpower in the

econonic growth context. Both have become matters of increasing

9Denison, T..o Sources of Economic Growth . . ., pp. 9-10.
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concern in contemporary times.10 Recognition of the growth role of
human resources on an expanded scale in recent years has resulted
in the incorporation of this: facter.of production into the core of
econonic analysis. These developments do not appear to be tempor-
ary; rather,: they typify reactions. to certain economic problems
associated with the growth and-decline of regions and entire nations.ll

The components of development policy have been summarized in
terms of several needs, including, as Perloff has noted, the need for
. investment: ..

« ¢ o in human resources, in development of natural

resources, in plant.and equipment, and in social over-

head. Investment is needed first in the human resources--
to develop skillful, well-equipped individuals.l2

10These concerns .are not entirely new, although the recent em-

phasis does represent a change of pace. Adam Smith, for example, stres-
- sed .the importance of education and the development .of human resources
as a component part of the "fortune. of seciety." Adam Smith, An Inquiry
Intn.the Nature and Causes of the Wealth of Nations {New York: Random
House, i937), Book II, pp. 265-66. Alfred Marshall similarly noted

that " . . . the most valusble of .all capital is that invested in human
beinga." Alfred Marskall, Principles .of Economics (8th ed., London:
M=ckilllan & Co., .1930), p..216. More recently, the emergence of man-
power developmant agencies amd efforts at the federal government level
attest to both dimensiouns. .See, for example, Eli Ginzberg, Human
Resources: The Wealth of a .Ngtion. (New York: Simon .and Schuster, 1958),
. PP. 24~41; and U.S. Senate, Committee on Labor and Public Welfare,
Subcommittee. on .Employment and Manpower, Exploring the Dimensions of
the Manpower Revolution, Vol. I, 88th Cong., 2und- Sess., 1964,

11Entire1y new speclalties, for example, are on the verge of
developing in the. areas .of medical and educaticnal economies. Leo F.
Schnore, "The Measurement. of Human Resources in a Regional Accounting
Framework," Elements of Regional Accounts, Werner Z. Hirsch, ed., Re-
sources for the Future, Inc. (Baltimores: :The John Hopkins-Press, 1962),
. pp. 147-48. :

12I’erloff, How a Regi-~ Grows, pp. 144-45.
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Investment in human capital, a costly but necessary requirement for
economic development, i3 one which :ls uniquely dependent upon and
influenced by policies and efforts in the public sector. The fluidity
of human capital is especially important, since a sub-national economy
may make substantial investments :ir. this resource and immediately
lose much of its outlay beciause of inattention to other developﬁent
dimensions. Human resources are a requisite input to economic growth,
just as physical capital is a prime growth ingredient. While both
have an input role in commcn, only the latter has been formally in-
corporated into the theory of ecoriomic growth.l3
Perhaps the most definitive work to date which lends quaﬁti—
tative credibility to the growth role of human resources is that of
Edward Denison. Denison argues that increased education accounts for
23 percent of the average annual national growth rate of 2.93 percent
from 1929 to 1957.14 another 20 percent of the average growth rate
- 18 accounted for if one adds tc this the proportion of the estimated
rate of growth due to increased productivity in the form of the advance
of knowledge, which is indirectly a product of this agent of production.

In total, nearly one-half of all national growth is attributed directly

135ee Roy F. Harrod, "An Essay in Dynamic Theory," The Economic
Journal (March, 1939), pp. 14-37.

MSee Denison, The Scurces of Economic

The reader should also consult others who dispute and minimize these
findings. See, for example, the excellent collection of papers in The
Regidual Factor and Economic Growth, Organization for Econoaic Co-
operation and Development, "3 Report by the Study Group in the Economics

of Education (Paris, 1964).




# =

: LS
RN SN 4 o oy s

I AL S5 S AN O o A e B 7 WS 1 L
f oy RN AR e n N i
R € AR I At
- [N by

19
and indirectly to human resources by Denison. By way of contrast,
Denison estimates that increased capital inputs account for only
15 percent of national growth. Certainly these are compelling reascns
for a manpower focal point im regional growth analysis--quite aside

from the welfare implications which also inhere in this perspective.

Elements in the process of regional growth. There are, of

course, numerous other inputs and circumstances required to obtain
economic growth which are frequently discussed and apply to geo-
graphic areas of most sizes in varying degrees. What is distinctive
about regional growth compared to growth at the national level is the
relatively greater importance which appends to the process of economic
change for the smaller and almost invariably more specialized or
"open" regional economy.

Regional growth and continued economic development require
that an area economy become integrated into the larger and more important
external markets in its immediate environment and relate itself in a

15

critical manner to dominant trends at the national level. Success-

ful economic development in the past implies that the region was able

Ghee EICH B oGt e

to structure this type of economy, which then possesses inherent
growth potential for the future. If a region has not grown as rapidly

as the nation, this suggests that the nation, or the host economy, is

15Douglass North, "Agriculture in Region#l Economic Growth,"
Journal of Farm Economics (December, 1959), p. 951; and Stephen L.
1 McDonald, Growth and Fluctuations in the Economy of Louisiane (Baton

Rouge: Louislana State University, 1961), pp. 13-14.
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changing in such a way that the assets which characterize the re-
gional economy have become relatively less impcortant to the host
economy. In other words, the growth endowment and economic structure

of the region is not an essential portion of the nation's pattern

of growth.16 Evaluation and analysis of a regional economy therafore
requires.that stress be put upon interaction patterns at the régional
and national levels with the passage of time.

The host-subject economy structural relationships and inte-
gration enumerated above in general terms can be disaggregated into
at least three relatively specific properties of the process of
regiong; growth, each of which may be of greater importance to

regional economic viability than to the growth of national economies.

16The fact that a region's asset erdowment is of decreasing

significance to the host economy does not necessarily mean that the
region is acting as a "drag" on the national growth pattern. Nebraska,
for example, may make a contribution tc national growth by supplying
labor resources to other sections of the economy as residents of the
state take advantage of external economic opportunities. It is in
this sense, too, that the regional perspective to economic growth can
contribute to a more viable national economy. Economic growth in the
national economy has been observed to relate to ". . . the composi-
tion of the growth, industrially and gzographically; the rate of
technological change, its nature and location; population growth and
its location; and social and demographic trends generally." U.S.
Department of Labor, Office of Manpower, Automation and Training,
Manpower Research and Training (Washington: Government Printing Office,
1965), p. 90. Denison also noted the importance of regional analysis
in remarking that: '"The insights the present study could provide
would be magnified if it could have paralleled the calculations that

I shall offer for the country as a whole with similar calculations for
each region.”" Denison, The Source of Economic Growth . . . , p. 1l.
For further consideration of the importance of regional analyses see
Walter Isard, "The Value of the Regional Approach in Economic Analysis,"

National Bureau of Economic Research, 1957).
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These properties are: (1) the nature of export-import relations in
relatively more "open" economies; .(2) the proliferation of linked
industry relations or inter-industfy ties, also a product of greater
relative specialization; and (3) tendencies towards agglomeratiocn, a

collective dimension to human capital formation. Each of these is

in need of elaboration.17

Imports and the "export base." Perhaps the most widely accepted
"school of thought" ‘n regional economic growth alleges that growth is

best explajned by the export base construct.l8 Export markets (i.e.,

those markets external to the region--the subject economy) are viewed

17
The summary and the synthesis of the regional growth complex

developed in subsequent pages draws liberally from innumerable sources.
Assignment of credit for authorship would require an extensive review
of the history of doctrine in this field of thought. The most ap-
propriate sources to cite for bibliographic credit are Walter Isard,
et al., Methods of Regional Analysis: An Introduction to Regional
Science (Cambridge: The M.I.T. Press, 1960); wW. wW. Rostow, The Process
of Economic Growth (2nd ed.; New York: Norton and Co., 1962); Harvey S.
Perloff, et &l., Regions, Resources and Economic Growth, Resources for
the Future, Inc. (Baltimore: The Johns Hopkins Press, 1960); and H. J.
Bruton, et al., Theories of Economic Growth (New York: The Free Press
of Glencoe, 1960).

8
1 The principle is applicable, but usually of far less im-

portance to national economies. See, for example, Charles M. Tiebout,
The Community Economic Base Study, Supplementary Paper No. 16 (New
York: Committee for Economic Development, 1962), p. 13; James N. Tat-
tersall, "Exports and Economic Growth: The Pacific Northwest 1880 to
1960," Papers and Proceedings, Regional Science Association, Vol. IX,
1962, pp. 215-34; and the series of articles (10) of Richard B. Andrews
which appeared originally in Land Economics in the mid-1950's and

are reprinted along with other important contributions i: Ralph W.
Pfouts, ed., The Techniques of Urban Economic Analysis (Trenton, New
Jersey: Chandler-Davis Co., 1960).
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as being the major support for and source of internal regional growth
and development. It is observed in this framework that production for
final demand sectors which are external to the area economy results
in an expansion of economic activities of an ancillary and a service
nature within the area. Therefore, such production constitutes the
basic growth stimulus for an area. |

Income generated by pr~“uction for export markets can induce
internal growth and developme. a4 a wide range of ancillary input
activities. This process is analégous to the concept of "economic
transformation” which Professor Kindleberger, for example, has argued
is at the core of the process of economic development at a more.
aggregative level.l? Essentially, development of the export-oriented
base of any economy is a critical step towards attainment of a growth-
widening economic environment.20 The servicing of export markets thus
can result in an expansion of local economic act{vities through a
multiplier process not unlike the familiar foreign-trade multiplier.

Certainly, the expansion of export industries is one force at

the core of regional growth, and it is of particular analytical value

19Charles Kindleberger, Economic Development (New York: McGraw-
Hill Book Co., 1958), pp. 109 ff. .

2oThere are some regions which broaden what once might have
been a narrow export base and there are others which fail to diversify.
The latter have a greater propensity to decline as sector grcwth
slows, in most instances, with industry maturation. Douglass C. North,
"Location Theory and Regional Economic Growth," Journal of Political
Economy, LXIII (June, 1955), pp. 243 ff.
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to recognize this because it reinforces the importance of the structural
ties a region has with a broader based host economy noted earlier. The
export base theory of regional growth is not complete, however, Other
analysts champion the local service sector, and some go so far as to
argue that ". . . it is the local service sector which is basic and
enduring, and this latter sector supports the chameleon-like export
sector which, taking a very long-run view, is founded on transitory
manufacturing firms."?l While it is outside the scope of this analysis
to attempt to resolve this issue, it can be pointed out to be an issue
of growth-initiating forces primarily. Insofar as the indirect business
activity generated is concerned, either a reduction in imports or an
increase in exports is beneficial to future growth and development
of a regional economy.

Export maximization on the part of a region by no means provides
assurance of economic growth, however. The proceeds from exports will
not support substantial area growth if the disposition of these funds
is external to the subject economy. To the extent that a region imports
from another locality, there is a "leakage" from the spending stream
and a reduction in the multiplier effect. Multiplier diminution, and

relatively less economic growth stimulation accompany export sectors

21yi1bur R. Thompson, A Prefac= o Urban Econcmics, Resources

for the Future, Inc. (Baltimore: The John Hopkins Press, 1965), p. 29.
Thompson recognizes that circularity sets in concerning this argument
as the time period is extended, although he doz2s conclude that the
demand for export products is the primary explanation for change in
the short run.
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Which are not allicd with thke broader economic structure of the region.

Conversely, linked industry sectors and resource and population-oriented
industries promote a relatively larger circulation of internal expendi-

tures. Exports are the pillar to the concept of regional growth only

1f certain assumptions are made concerning irter-industry relations and

imports within the region.

Industry linkage. Optimal development of import and export
relations, which tend to be of greater importance to specialized eco-
nomic areas, requires that attention be paid to industry linkages.

It is desirable that "satellite" industries and services be developed
for the purpose of capitalizing upon the resource base, the current
industry Structure, and the income-stream potential of the area.
Regional development can be a self-reinforcing process with prolifera-
tion of economic activity in the internal market. This is recognized
at the national level where Rostow, for example, has remarked that

". . . the development of export commodities, including their tramsport
requi-ements, helped induce a secondary development of domestic in-
dustry, particularly to meet the demands of new urban populations."22

If the future economic growth of an area is dependent upon
activity interactions or inter-industry ties, there is some reason

to question the merit in attracting "footloose" industries. The con-

clusion that there is considerable merit to attracting a "set" of

zzRostow, The Process of Economic Growth, p. 263.
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industries whi h complement the regional structure is incontestable.?23
Another inescapable conclusion which emerges from consideration of the
interrelations of regional growth is that change in the economic
structure of a region is necessary to maintain economic viability. The
direction of ci:ange is not assured, however, unless no action is

taken, in which case economic decline is inevitable.

Agglomeration or growth polarization. A third aspect to the

regional growth process is concerned with the configuration of humar
and physical capital in a geographic context. Whereas the concern
of the preceding pages has been spatially oriente. 21 an industry
structure context, attention now is directed to the concentration

of units of economic activity; i.e., their economic and demographic
configuration, commonly .ermed agglomeratiom.

Radical shifts in the stock of physical and human capital have
occurred during the process of industrialization towards centers of
intensive development, or "growth poles.” Periphery areas about
these poles often relate poorly to the more intensively developing

centers of growth, and in most instances the periphery is prone to

23Perloff,.g£”gl., Regions, Resources, and Economic Growth,
pPp. 55-62. At the same time, however, cumulative growth and develop-
ment must begin someplace for relatively static economies such as
Nebraska's, where the initially attracted inter-industry structure set
(agriculture) is decaying.
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decline.24 These again are rather widely applicable observations,
applying to economies on a scale as large as global and also to the
micro-scale level of the city. The agglomeration property of the
process of economic growth takes on added significance in the case of
the region, in that the existence of agglomeration can lead to cumu-
latively increasing growth disparities between regions, assuming
unrestrained market fi:ces. As a result of this agglomeration pro-
cess, the periphery tends to contribute more ts the center than it
receives and, to the extent that the periphery is an exporter of
agricultural or other primary products, the terms of exchange often
favor the growth pole or center.25

The polarization of economic growth on a regional basis is

very germane to areas experiencing rural depopulation. It is one thing

24por further elaboration on these concepts see Albert O.
Hirschman, The Strategy of Economic Development (New Haven: Yale
University, 1958); and Gerald M. Meier and Robert E. Baldwin, Eco-
nomic Development: Theory, History, Policy (New York: John Wiley and
Sons, 1957). For an excellent discussion of the center-periphery
concept, see John Friedmann, "Regional Economic Policy for Developing
Areas," Papers and Proceedings, Regional Science Association, Vol. XI,
1963, pp. 41-63.

25There is an analogy between the "colonialism" of the not-
too-distant past and regional polarization if spatial configurations
coatinue unchecked, just as there are vestiges of "Mercantilism"
intertwined in the export and internal development process of re-
gional growth discussed earlier. Awareness of the disadvantages which
can accrue to excessive polarization has led to consideration of
balanced growth and policies which serve as a curb on geographic
imbalance and regional blight. Exactly what constitutes optimal
balance is hard to define, but control and policy are necessary to
the extent that market mechanisms do not bring about the desired
adjustments.
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to argue that current economic shifts represent a necessary zdjustment
process from a "national" point of view, and quite another matter when
viewed from a local standpoint. In short, it.is difficult to persuade
areas to die gracefully, even though a natural opiate is sometimes
furnished in rising per capita incomes through the depopulation of
periphery areas. The increase in economic well-being which results
from the net out-migration of mobile human resources to localities
offering enlarged opportunities does not mean that economic efficiency
is restored or attained, however. All relevant private and social
costs are not necessarily refiected, and particularly non-economic and
future development dimensions to these changes may be represented
inadequately.

Rapid urbanization trends and the decline of small towns
suggests the hypothesis that there is a "scale" factor to agglomera-
tion. Optimality in size may exist in the sense that below some
critical urban scale, growth is not irevitable and above that scalé;
absolute contraction is very unlikely. .In short, there may exist a
ratchet effect, or a growth mechanism which locks in past growth and
tends to prevent contraction. Growth and urban scale will be af-
fected by the nature of the hinterland of the urban place, its degree
of isolation, and the general and specific patterns of industrial

development, to name but a few influential variables.26

26A180 included, of course, would be the properties to the
process of economic growth enumerated above (export-import relationms,
industry linkages, aud agglomeration). See Thompson, A Preface to
Urban Economics, p. 23 for further elaboration.
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A synopsis of the regional growth process. The conventional

tool kit of the economic growth theorist can be supplemented by
recognizing some of the more important properties to the process of
regional growth. Human capital also must be ir.corporated into ome's
concept of the theory of economic growth, both as a direct input and
in its collective context of agglomeration. Changes in the stock and
the rates of formation of physical and human capital both reflect
and are reflected in structural changes in regional economies.

The regional growth elements and process noted above can be

described in more general terms as market or input-output "access."27

Access to markets refers to an area's comparative advantage in
attaining access to inputs or outputs relative to other regioms,
inclusive of all factors conditioning economic growth (e.g., physical
capital) as well as all growth processes (e.g., agglomeratiom).
Access, of course, is subject to deterioration over time, to static
constraints, and to forces of progress.

Figure I-2 is a schematic portr;yal of the access concept.
The resource endowment, inclusive of amenities; the agglomeration

status of an area; the existing industry structure; and export-import

27The access concept draws heavily from Perloff, et al.,
Regions, Resources, and Economic Growth, pp. 87-97. Also see A. Losch,
The Economics of Location (New Haven: Yale University Press, 1954);
Isard, et al., Methods of Regional Analysis . . . ; Michael B. Teitz,
"Regional Theory and Regional Models," Papers and Proceedings, Re-
gional Science Associatiou, Vol. IX, 1962, pp. 35-50; and Kenneth E.

T E———— - eE———

and Row, Inc., 1963).
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FIGURE I-2
MARKET ACCESS CHARACTERISTICS2

Access to Inputs (I)

X+

bgy bg2 bs3 by

1§
a b1 by2 by3 b14
X~ _-
Access to b1 b22 b23 §i4
Outputs (0) 7

8x and M refer to external and internal (home) markets, res-
pectively, while (+) denotes favorable and (-) unfavorable access.

Source: Adapted from Harvey Perloff, et al., Regions, Re-

sources, and Economic Growth, Resourzes for the Future, Inc. (Balti-
more: John Hopkins Press, 1960), p. 91.

relations when composited, can be thought of as an area's comparative

market access advantage; i.e., access to raw materials and related

inputs and access to final and intermediate markets or outputs. Input-
E output market access is conceptually inclusive of net cost differentials
related to the utilization of factor inputs and to the assembly and the
distribution of outputs. Thus viewed, market access generally reflects
regional economic growth potential. There might be numerous access

1 combinations for areas, according to regional characteristics which
influence the rate of growth. Optimal economic growth is also subject

3 to manipulation or alteration through policy. Moreover, the inherent




30

growth potential of a region is subject to a varying degree of accuracy
of perception. This also can cause deviatione from the optimal growth
path.

Figure I-2 depicts the simplest possibile combination of access
characteristics for a hypothetical area. This permits the focusirg
of attention on a range of growth possibilities which illustrate the
prospect for economic development of a region. What are, in reality,
an infinite number of spatially dimensioned markets have been dimensioned
into only two markets in Figure I-2. These are the external (X) and
the home (M), or internal market. Second, access t:0 markets has been
dimensioned in that it is arbitrarily described as being either good (+)
or poor (-) for inputs (I) and outputs (0).28 Each (bij) depicts
a given input-output access condition assumed to have a quantitative
"value" for a hypothetical economy. In Figure I-2, for example, the
region exhibiting thesbest growth potential is bg; in the southwestern
corner of the diagram where access to outputs and inputs is positive
in both the external and internal markets. Conversely, the worst
regional growth potential is reflected by the value by, in the upper
northeastern corner. To the extent that economic development policy
can alter some of the access characteristics of a regional economy,
policy should be such as to direct the economy in a southwesterly

direction. Agglomeration contributes to the development of growth

28im11e none of these discrete classifications 1s realistic,

they are necessary simplifications to the illustration of the process
combinations of growth.
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poles; i.e., acts as a force which contributes to favorable access
to inputs and outputs by affecting the internal market (M).
Some of the potential input-output combinations depicted in

Figure I-2 reveal that access to inputs mey restrict growth when
output access is favorable (b24, b34, and b&4). In the latter in-

stance (b44), unusually good access to outputs may serve in some

measure as a drawing force to the development of more readily avail-
able inputs and thus lead to correction of access imbalance and more
rapid growth. The reverse situation is depicted by byp» b21, and b31;
i1.e., output access is the growth constraint. Access complementarity

is illustrated by b byas b32, and b33, where good (poor) access

22°
in the home (external) market is offset by poor (good)-access in the v
external (home) market.

The emphasis on structural characteristics of sources of em-
ployment and income in the regional economy which was noted in the
preceding discussion of the process of economic growth has contributed
to the analysis which follows in several ways. Stress has been put
upon specialization patterns in an industrial and occupational basis,
1n order to give some rough indication of the level of development of
sectors. Shifts in the structural composition of the Nebraska economy
over time also are emphasized for these reasons and to assist in ob-
serving changes which are taking place in the linkage of industrial

sectors in Nebraska. For reasons noted earlier, as well as the prin-

ciple of agglomeration, human resource indicators of growth patterns

are stressed throughout this study. The ties that a regional economy
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has with a broader based host economy have been recognized analytically
in that much of the analysis is comparative in rature. Because the
Nebraska economy is compared frequently to the nation does not neces-
sarily mean that the two economies can or should completely resemble
each other. At the same time, it is necessary to use some standard

or yardstick in measuring performance and patterns of growth. The
purpose of this kind of comparison is to depict market access to inputs
and outputs as access is reflected in national and state rates of
growth. This implies that the Nebraska economy could benefit by be-
coming more closely allied with the structure and patterns of economic
change at the national level--an assumption that generally is reasonable.
The extent to which this has occurred in Nebraska is the subject of

the analyses that follow.




CHAPTER II
A PROFILE OF ECONOMIC GROWTH IN NEBRASKA

Exposure of the course of past economic developmernt is a
requisite to stimulating future economic expansion and resource utiliza-
tion. The groundwork for projections and guided development in the
future is laid by subjecting appropriate data to analyses. This
chapter sketches the general pattern of change in Nebraska as revealed
by basic economic indicators over the course of a 70-year period.

This is done in order that more detailed analyses of the more current
economic trends in Nebraska can be placed in appropriate perspective.

There is no reason to expect uniformity in the patterns of
growth within a state or between the state and nation. Diversity is
a more normal expectation.1 Examination of indicators of regional
economic growth and development (e.g., population movement or employ-
ment and income patterns) reveals some of the diversity of absolute
and relative advances or declines in area economies. Comparative
analysis mirrors the effect of change in the national economy as
these changes translate and relate to the economic structure of regions.

Like many other states in this general area, Nebraska has ex-

perienced its development in the period since the Civil War. The

1Numerous studies bear out this truth in an empirical frame-
work. See, for example: James M. Henderson and Anne O. Krueger,
National Growth and Economic Change in the Upper Midwest (Minneapolis:
University of Minnesota Press, 1965).
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development of Nebraska and the large relative rates of growth which
accompanied settlement continued into the latter portion of the last
century. Since 1890 far dif ferent trends have become apparent. Be-
cause relative economic stajmation is generally suspected to typify
the state economy since the turn of the century, emphasis will pbe
directed toward this problei rather than the more formative, rapid

growth era from 1870 to 189¢:,
Population Changes Since 1890

The movement of population since the beginning of the century
has been unfavorable to the state of Nebraska as is true for most
of the Midwest.2 The percent change in population for Nebraska between
decennial years from 1890 to 1960 is presented and compared to the
nation in Figure II-1. The growth pattern is a rather pessimistic
one relative to the nation, with no apparent improvement in sight in
these data. The rate of population growth in Nebraska has ranged

from one-half to one-third of the national rate.3

2The Plains States (the Lower Midwest, Minnesota, and the
Dakotas) have been a major population export area since 1910. The pop-
ulation has increased 20.8 percent in these seven states compared to
63.8 percent for the nation over this period. Harvey S. Perloff, et al.,
Regions, Resources and Economic Growth, Resources for the Future Inc.
(Baltimore: Jola Hopkins Press, 1960), pp. 122-29 and 222-23.

3similar population growth patcerns are evidenced for the four-
state area designated in Chapter I as the Lower Midwest, which is inclu-
sive of Nebraska. The only state in this group which has experienced a
population increase of any substance is Missouri, where the population in-
creased from 2.7 million in 1890 to 4.3 million in 1960. For the entire
Lower Midwest region, the total change in population was 3.6 million over
three decades, 45 percemt of which cccurred in Missouri. U.S. Department

of Commerce, Bureau of the Census, Censuses of Population: 1890 through 1960.
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FIGURE II-1

PERCENT DECENNIAL CHANGE IN POPULATION,
NEBRASKA AND THE UNITED STATES»
1890 to 1960

Percent et —— -t Parcent
Change Change

202 b 20%

10 -+ 102

(+) (+)
0 4L 0
) , -

| W ’ i [ \1 4
1900-10 1920-30 1940-50

Source: Computed from Table A-8 of the Appendix.

The Nebraska population increased 33.3 percent since 1890 as
~ompared to 183.6 percent for the nation. This is an annual average
rate of growth of less than one-half (0.42) percent for the state.
The national growth rate averaged 1.43 percent, morc than three times

as large as population grcwth for the state.4

4Unless otherwise noted, the average annual growth rate is the
compound rate of growth. The average growth rate of the Lower Mid-
west (0.69 percent) as a whole is slightly higher than that of Nebraska,
but it is less than one-half the national rate.
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Table II-1 indicates that, whereas the nation's population has
increased from 62.9 in 1890 to 178.5 million persons in 1960, the
population in Nebraska has increased from 1.1 to 1.4 million persons
over the same period. Assuming that population growth in Nebraska had
been equal to that of the nation (i.e., Nebraska's "potential” pop-
ulation), it would be twice as large as it is now, exceeding 3.0
million persons in contrast to 1.4 million individuals in 1960. This
cumulative deficit is depicted in Table II-1 by decennial period. This

differential in population growth is not primarily a product of large

TABLE 1I-1

TOTAL POPULATION, NEBRASKA AND THE UNITED STATES,
1890 to 1960
(thousands of persons)

Nebraska Potential? Percent of
Year Nebraska United States Total +Actual United States
1890 1.062 62,948 1.69
1900 1,066 75,995 1,282 - 216 1.40
1910 1,192 91,972 1,551 - 359 1.30
1920 1,296 105,710 1,782 - 486 1.23
1930 1,378 122,775 2,071 - 693 1.12
1940 1,316 131,669 2,222 - 906 1.00
1950 1,326 150,697 2,543 -1,217 0.88
1360 1,411 178,464 3,012 -1,601 0.79

3potential population is the result of applying the national
rate of growth since 1890 to the 1890 decennial value for the Nebraska
data.

Source: Table A-8 of the Appendix.
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immigration to the nation or settlement of the West near the turn of
the century, as Table II-1 indicates. Rather, the “"growth gap" is
evenly spread in a relative sense over these 70 years.

For example, the growth gap differential since 194G is
695,000 persons, approximately one-half of the 1960 population. The
Nebraska population as a percent of the nation has decreased in every

decade of this century, from 1.7 percent in 1890 to 0.8 percent in
1960.° This declining population trend is symptcomatic of the develop-
ment problems which plague an area such as Nebraska. Nebraska's popu-
lation position has also deteriorated with respect to contiguous states
which can hardly be described as having exhibited viable population
patterns.6
Urbanization trends. A study of regional population change
cannot afford to overlook changing urbanization patterns,”. . . for

there is undoubtedly a close connection between industrialization and

urbanization."’ Urbanization is the result of some combination of

5
A similar pattern is evidenced in the Lower Midwest states,

although it is somewhat less severe. In 1890 the Lower Midwest
contained 11.3 percent of the national population compared to €.0
percent in 1960.

6This conclusion derives from the higher average population
grcwth rate noted earlier for the Lower Midwest and the fact that
Nel'raska contained approximately 15 percent of the population of this
region in 1890 as compared to 13 percent in 1960.

7Hope T. Eldridge and Dorothy S. Thomas, Demographic Analyses
and Interrelations, Vol.III ofPopulation Redistribution and Economic
Growth (Philadelphia: American Philosophicsl Society, 1964), p. 193.
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three forces: natural population increases, migration, and absorbing
previously rural segments of society into urban centers by transfor-
mation of the area. Table II-2 indicates the urbanization patterns

in the Nebraska economy since 1890. The proportion of the state popu-
lation classified as urban has lagged behind the national urbanization
ratio for these seven decades, although vast population shifts to urban

centers have occurred in Nebraska. The shift from 27.4 to 54.3 percent

TABLE II-2

PERCENT URBANIZATION, NEBRASKA AND
THE UNITED STATES,
1890 to 19602

Year Nebraska United States Nebraska Relativel
1890 27.4 35.1 .78

1900 23.7 39.7 .60

1910 26.1 45.7 .57

1920 31.3 51.2 .61

1930 35.3 56.2 .63

1940 39.1 56.5 - .69

1650 45.8 59.6 .77

1950a 46.98 64.02 .738

19608 54.33 69.92 .782

%The new definition of urban persons applies for 1950 and 1960
only. For an explanation of the 1950 census change in classification
see note (b) of Table A-8 of the Appendix.

bThe ratio of the urbanization ratio in Nebraska to the national
urbanization ratio.

Source: Table A-8 of the Appendix.
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of the Nebraska population residing in urban areas is part of the
urbanization process which has transformed the natioa in this century.
It was not until 1960 that the urban population in Nebraska exceeded
the rural population, whereas this point waé reached by 1920 for the
nation as a whole.® The data in Table II-2 suggest Nebraska's heavy
commitment to agriculture in the early decades of this century, and
the subsequent gain in rate of urbanization in the state starting

with the 1930's. The last column in Table II-2 contains the "Nebraska
relative,' -or index of urbanization. This is the ratio of urbaniza-
tion in the state to the urbanization ratio for the nation. From

1900 to 1930 the Nebraska index of urbanization value was approxi-
mately .6. Since 1930 there has been a rise in this index to .78 in
1960. From 1930 to 1960, the national ratio of urbanization increased
13.7 percentage points as compared to 19.0 percentage points for Nébraska.
The converse of this trend characterizes the period from 1890 to 1930.
Although urbanization has proceeded more rapidly in Nebraska than in
the nation in recent years, there still exists a sizable 15.6 per-

centage point differential between the two areas.

Migration. Population redistribution within the nation, which
is implied in the differential population growth patterns examined

previously, reflects variable migration rates. Such disparities in

8The urbanization ratio in Nebraska has also lagged behind that
of the Lower Midwest by a relatively consistent 5.0 percentage points
- since 1930.
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pooulation growth as were exhibited between Nebraska and the United
States are indicative, ir part, of net out-migration from this area.’
Net out-migration in .etraska (see Table II-3) has varied from 129,000
to 154,000 persons in each of the three decennial periods since 1930,
averaging nearly 142,000 persons. This stands in bold relief to an
average rate of net out-migration per decennial period of approximately
58,000 persons from 1900 to 1930.10 Nebraska net out-migracion since

1930 totals 425,000, or nearly one-third of the 1960 population in the

IEstimated net out-migration from Nebraska was obtained by the
use of the forward-survival-ratio method, where survival rates were
estimated from census data. Migration (M) is computed by comparing
the actual population (P) in an age-sex-specific cohort group (x) at
the end of a decennial period (t+10) to the population of a cohort group
10 years younger (PX~ 10y multiplied by the natiomal survival ratio

(0%). That is, the estimated survivals in the cohort group ({ xI’ 10)
are subtracted from the current Nebraska population §t+10° The national
survival rate is Net migration in Nebraska (M) for
X = P¥410 .
PJtz-lo

a cokort group is:

X x x-10
Meyg0 = Prazo - (€% - BE ).

For further detail on estimating methodology, see Walter Isard, Methods
of Regiopal Analysis: An Introduction to Regional Science (Cambridge:
The M.I.T. Press, 1960), Chapter II. National survival ratios were
used in obtaining the Nebraska estimates. This tends to understsate
out-migration because t..e older population of Nebraska has a higher
survival rate than the national average. While this is only one of
the defrcts of migration estimates, this does not mean "hat the data
are of no value. These data do give an approximation of the magnitude
and direction of population movement over this period of time. See
Eldridge ard Thomas, Demographic Amalyses . . . , pp. 15-56, for a
detailed explanztion and complete enumeration of out-migration. Data
for 1960 were estimated by the author from census data.

10The period 1890 to 1900 irdicates an unusually large amount of
net out-nigration which may be related to the heavy gross in-migration
(over one-half million persons) from 1870 to 1890; therefore, compari-
sons are made starting with 1900.
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TABLE II-3
ESTIMATED NET OUT-MIGRATION FROM NEBRASKA,

1890 to 19607
(thousands of persons)

Year Number of Net Net Out-migration Cumulative Net
Out-migrants Per 100 Populat::l.onb Out-migrants
1890-00 187 17.6 187
1900-10 38 3.4 225
1910-20 43 3.4 268
1920-30 92 6.9 360
1930-40 154 11.5 514
1940-50 142 10.8 656
1950-60 129 9.4 785

hod aMigration estimates are based upon the forward-survival-rate
method.

Drhe population is the average of the two adjacent decennial
valucs.

Source: Hope T. Eldridge and Dorothy S. Thomas, Demographic
Analyses and Interrelations, Vol.III of Population RedisEriEuEgon and

Economic Growth (Philadelphia: American Philosophical Society, 1964),
PP. 243-47; and U.S. Department of -Commerce, Bureau of the Census,
Census of Population: 1960.

state. Cumulative net out-migration since 1890 is estimated to be
3 785,000 persons. In each of the last three decennial periods the
rate of net out-migration has ranged between 9.4 and 11.5 persons
per 100 average population. While there does not appesr to be a
rising nct out-migration trend since the sharp increase starting in

the 1930's, neither is there apparent a largc reduction in the net
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out-migration pattern which began to appear at that time.ll

The net out-migration to which Nebraska has been subjected
throughout this century has been evidenced most significantly in the
younger members of the population, as would be expected. As Table II-4
indicates, the incidence of net out-migration is largely felt in the
25 to %4 year age group. Net out-migration in the 45 year-and-over
age category has averaged 16.7 percent of total net out-migration in
Nebraska. In contrast to this, persons aged 25 to 44 constituted
nearly one-ha2lf (48.6 percent) of all net out-migrants 10 years and
older between 1890 and 1960, and persons aged 15 to 44, the prime work-
age group, comprised over two-thirds (69.4 percent) of all net out-
migration in this period. Net out-migration incidence is illustrated
poignantly when it is recognized that persons over 45 years of age
in 1960 comprised 32.0G percent of the total Nebraska population, but
this same age group accounted for only 17.5 percent of net out-migration
in this decennial period. This population movement is part of trends

in this nation during these decades. There have been strong regional

11The decline from 11.5 to 9.4 persons per 100 is favorable
however. Net out-migration from the Lower Midwest has also been large,
averaging close to one-half million persons in each of the seven
decades since 1890. While the amount of net out-migration attributable
to Nebraska varies considerably in any decennial period, the state has
contributed approximately 20 percent, or one-fifth of total net
out-migraticn from the Lower Midwest over these 70 years. The rate
of net out-migration at 9.4 percent or more since 1930 also is higher
for Nebraska than it is for any other state in the Lower Midwest region.
For additional comparative data, see Eldridge and Thomas, Demographic

Analyses . . . , p. 247.
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forces at work inducing a redistribution of population away from the

Southeast and Midwest and toward the West and Southwest.

TABLE II-4

NET MIGRATION BY AGE,
1890 to 19602
(thousands of persons)

43

' Percent of Net
Year Age Category Out-migrants

10-14 15-24 25-44 45-64 65+ Over 45
1890-1900 -29.2 -34.0 -§5.1 -25.3 0.3 16.2
1900-1910 -6.8 -1.7 -13.3 -9.2 2.2 24.3
1910-1920 -51 -2.8 -20.1 -8.1 1.6 18.8
1920-1930 -9.5 -16.5 -42.5 -11.8 2.2 12.3
1930-1940 -14.4 -37.3 -70.8 -16.3 -0.7 12.2
1940-1950 -11.0 -25.2 -59.9 -20.6 -6.3 21.9
1950-1960 -12.4 -21.7 -52.7 -15.3 -4.0 17.5
Percent Distri-
bution of Total
Out-migration 13.9 20.8 48.6 16.1 0.6 16.7

8A minus (-) indicates net out-migration.

Source: Everett S. Lee, et al., Methodological Considerations

and Reference Igbles, Vol. I of Population Redistribution and Economic
Growth, United States: 1870-1950 (Philadelphia: American Philosophical

Society, 1957), p. 169; and U.S. Department of Commerce, Bureau of
the Census, Census of Population: 1960.

Changes in Income and Output

Total income growth. Population changes reflect the response

of people to divergent economic opportunities and these changes in

turn help to determine future economic opportunity. Migration is an
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indispensable element of the growth process and the geographic re-
distribution of population. It was noted earlier that net out-
migration approximated 10 percent of Nebraska's average population
in each of the last three decades. In contrast, the average for the
three contiguous Plains States of Iowa, Missouri, and Kansas was 4.5
and 5.9 percent for the decennial periods 1930 to 1940 and 1940 to
1950, respectively. The Lower Midwest average was only 6.2 and 6.5
percent during this same period.

Not every region in the country can hope to have a growing
population and a growing volume of per capita income. A region may,
however, enjoy a rising per capita income if decreasing access to
human resources can be tolerated. For this reason, it is notéworthy
to observe population and income changes in a related context in the
form of per capita income patterns. Total income and per capita
income are two comprehensive indicators of change in the economy of
an area.

Table II-5 presents data on changes in total personal income
in 1957-59 dollars for Nebraska and its size relative to the nation
between 1880 and 1960. Total personal income in Nebraska exhibited
a nearly four-fold increase from 1880 to 1900, rising from 198 to
746 million dollars. As was noted earlier, this was the era of

initial settlement and development of the state.l? Since that time,

12\ebraska's population increased from 452,400 to 1,066,300
between 1880 and 1900. Because of this, income changes since the
turn of the century have been emphasized. Unless otherwise noted,
subsequent references to personal income are in terms of real income.
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TABLE II-5
TOTAL PERSONAL INCOME, NEBRASKA AND THE UNITED STATES,
1880 to 1960
(millions of 1957-59 dollars)®
Nebraska United States Nebraska as
Year Total Percent Total Percent a Percent of
Income Change Income Change the United States
1880 198 24,413 0.81
' 276.7 108.1
1900 746 50,792 1.46
38.6 95.4
1920 1,034 99,251 1.04
14.5 62.1
1940 1,184 160,905 0.74
147.8 140.8
1960 2,934 387,030 0.76

-

8Real dollar deflaters are: 1880 = 35.8, 1900 = 30.3, 1920 =
69.8, 1930 = 58.2, 1940 = 48.8, 1950 = 83.8, and 1960 = 103.1 percent.
The price index used to deflate mon2y income data was a combined linking
of data used by Richard Esterlin (to 1920) and the BLS Consumer Price
Index (1957-59 = 100). See S. Kuznets, A. Miller, and R. Esterlin,
Analyses of Economic Change, Vol. II of Population Redistribution and
Economic Growth, 1870-1950 (Philadelphia: American Philosophical Society,
1957), pp. 143-44; and U.S. Department of Commerce, Bureau of the Census,

Statistical Abstract of the United States: 1364.
Source: Table A-1l of the Appendix.

however, growth in total personal income has been slow relative to the
nation. Total income in Nebraska increased 38.6 percent from 1900 to
1920 and 14.5 percent from 1920 to 1940. Total personal income in
Nebraska was 1.46 percent of total incume in the United States in 1900

as compared to about one-half this proportion (0.76 percent) in 1960.
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Over tﬂe entire 60-year period since 1900, total personal in-
come in Nebraska has increased at a rate less than one-half tha. of
the United States, rising by 293 percent to nearly 3 billion dollars
in 1960. In contrast, the national increase was 662 percent, a rise
from 50.8 to 387.0 billion dollars. This represents an average
annual growth rate in real income of 2.28 percent for Nebraska as
compared to 3.45 percent for the nation. These changes in personal
income at the national level are impressive, but Nebraska's relative
participation in this growth is unimpressive.

The rate of progress for Nebraska relative to the nation
since 1940 appears encouraging at first glance. The 2.9 million
dollars of total personal income for Nebraska in 1960 represents a
147.8 percent increase over 1940. This compares to a 140.8 percent
increase for the nation over this same period of time. While it
appears that recent growth in Nebraska income is in a rising trend,

a more detailed analysis of these two decades is necessary prior to
making such a generalization.13

There are several possible explanations for the overall sub-
standard rate of growth in Nebraska personal income. The two most
probable explanations on an a priori basis are Nebraska's heavy
orientation to an employment declining industry (agriculture) and
a concomitant failure by the state to participate in the develop-

ment of manufacturing activities to the extent that development

13

See Chapter IV.
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occurrad in this sector at the national level. The data in Table II-6

are directed to this latter contention.

TABLE II-6

VALUE ADDED AND WAGES iIN MANUFACTURING IN
NEBRASXA, 1889 to 1958
(millions of current dollars)

Wages per
Wage Earmer
Value Added from Manufacturing Nebraska as
Percent of b Per Capita a Percent of
Year Total u.s. Yer Capita Index3 Awount United States
1889 19.0 0.55 18 .33 466 110.0
1909 43.9 0.54 37 .42 566 111.0
1929 109.9 0.36 80 .32 1,261 97.0
1947 260.6 0.35 206 .40 2,337 92.0
1958 536.3 0.38 388 .48 4,060 96.0

dNebraska per capita value added as a percent of the same value
for the United States.

bBased upon population.

Source: Simon Kuznets, Ann Miller, and Richard Esterlin,
Analyses‘gg Economic Change, Vol. II of Population Redistribution

and Economic Growth (Philadelphia: American Philosophical Society,
1960), pp. 125-31.

Value added and wages in manufacturing. The increase in value
added in manufacturing in Nebraska in each interval from 1889 to 1947
~ ranged between 100 and 150 percent. A similar relative increase was

experienced from 1947 to 1958 as value added moved from 260.6 to

536.3 million current dollars. Value added in Nebraska has declined
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as a percent of total value added ‘n the nation, with most cf the
diminution appearing between 1909 and 1929. On the other hand, per
capirta value added in Nebraska has increased relative to the nation.

In 1389, per capita value added was 18 current dollars in the statrn,
about nne-third the national average. This compares to 388 current
dollars for 1958. In this latter period, the Nebraska per capita value
added index was .48, where unity indicates equality between the state
and the nation. There is little reason to become optimistic concerning
ecoromic growth, however, when it is recognized that value added in
Nebraska has declined from 0.55 to 0.38 percent of the national total
since 1882. The per capita increase in value added appears to be a
product of Nebraska net out-migration and a more rapidly growing
population at the national level in addition to increased total value
added over time.

Wage differentials in manufacturing betw.en the state and
nation are relatively small, but they have contributed tc the sluggish
rate of growth in personal income in Nebraska in some measure. Monéy
wéges per wage earner in Nebraska in 1958 were 4,060 dollars, or 96.0
percent of the national average. In contrast, Nebraska wages per wage
earner exceeded the national average around the turn of the century
by approximately 10 percent. The data are not adequate enough tc
indicate whether this general trend from a relatively favorable to
unfavorable average wage per worker is geographic or industrial, but
they do indicate an "advantage turned disadvantage" for wage recipients

in manufacturing in this state as time has progressed.
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Income from participation in production. Some indication of

the changing composition and structure of the Nebraska economy is

revealed by the income data in Table II-7. Service income earned in

TABLE II-7

SERVICE INCOME, NEBRASKA AND
THE UNITED STATES,
1880 to 1960
(millions of 1957-59 dollars)

ricultural Service Income

Total Service Percent of Total

Year Income? Service Income Per Worker

Nebr. U.S. Nebr. U.S. Nebr. U.S.
1880 179 20,594 39.1 26.7 708 637
1900 653 42,462 39.9 2C.4 1,287 756
1920 838 8C,383 30.8 16.8 1,375 1,265
1940 982 128.414 25.5 8.9 1,506 1,320
1960 2,329 305,842 18.5 4.8 3,811 3,297

3The sum of wages and salaries and proprietors' income. This
is a "proxy" measure for participation income in that other income is
excluded. See the notes to Tables A-2, A-15, A-16, and A-17 of the
Appendix for further detail on income components.

Source: Tables A-2 and A~13 of the Appendix.

agriculture (receipts from wages, salaries, and proprietors' income)

in Nebraska was 18.5 percent of the 2.3 billion dollars in total
service income in 1960, one-half the 39.9 percent earned by agriculture
at the turn of the century. In contrast, the agricultural service
income component was 26.7 percent of total service income in 1880

for the United States, but only 4.8 perceut in 1960, a contribution

P P P U
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which is one-fifth of the 1880 level. While agriculture became

relatively less important to the Nebraska economy as a direct income
source between 1880 and 1960, it is at the same time nearly four
times more important in the income sense in Nebraska than in the
nation in 1960. The data in Table II-7 also reveal how the agri-
cultural component of total service income has grown for these two
areas on a per-worker basis. Nebraska has a clear advantage on

a per-agricultural-worker basis relative to the nation. In 1960,
for example, agricultural service income per worker in Nebraska was

3,811 dollars, 15.5 percent greater than the national average of

-~

3,297 dollars.14

Patterns of growth in per capita income. Figure II-2 relates
per capita property, service, and personal income in Nebraska to the
nation during the 1880 to 1960 period. Nebraska income values are
expressed as a percent of national data. Per capita income in Nebraska
was about three-fourths the national average in 1940, due, in part,
to (1) the dramatic drop in property income around the depression
period (see the dotted line), and (2) a relative decline in service
income. The recovery of Nebraska per capita income from 1940 to a

level more nearly equal to the national average in 1960 was reinforced

]4At the same time, however, non-agricultural service income
per worker was 32.0 percent greater than per-worker service income
from agriculture in the nation, but only 11.0 percent greater in
Nebraska (see Tabie A-2 of the Appendix). This suggests that total
service income per worker in Nebraska may lag the nation (1) because of a
higher-than-national proportion of the labor force participating in
a low service income sector--agriculture; and (2) because non-agri-
cultural sources of service income in the state “end to pay lower than
the national average.

R
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FIGURE II-2

NEBRASKA PER CAPITA INCOME RELATIVE TO THE
UNITED STATES PER CAPITA INCOME,
1880 to 1960
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Source:

Tables A-1 and A-2 of the Appendix

by the increased per capita property and service income. The net

out-migration in these two decades of 270.000 persons also may have

contributed to the rising real per capita income in Nebraska.

Table II-8 portrays per capita income since 1880 for Nebraska

and the nation.

Between 1880 and 1900 Nebraska experienced an un-

usually large relative increase in per capita income of 60.5 percent

as economic development began in Nebraska.

Over the next 40 years

income in the state increased 200 dollars per capita compared to
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TABLE II-8

PER CAPITA INCOME, NEBRASKA AND

THE UNITED STATES,
1880 to 1960

e

Nebraska United States
Year 1957-59 Percent 1957-59 Percent
Dollars Change Dollars Change
1880 436 489
60.5 37.0
1900 700 670
14.0 40.7
1920 798 943
12.8 29.3
1940 900 1,219
130.4 76.4
1960 2,074 2,150

Source: Table A-1 of the Appendix and note (a) of Table II-5
for deflaters.

an increase of 550 dollars per capita for the nation. Marked progress
has been made toward income convergence since 1940, thus correcting

the unfavorable per capita income distribution pattern which developed

between 1900 and 1940. The income level in 1900 compares unfavorably

to the income level in 1940 for Nebraska, but this masks unusually

high income levels in the years around 1900 and unusually low income

levels in the 1930's, which extend as far as 1940 for some sectors.

Since 1900, per capita inccme in Nebraska has increased from 700 to

2,074 dollars in 1960, growing at an annual rate of 1.83 percent.

By way'of comparison, the nation experienced an annual growth rate of
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1.96 percent, as per capita income increased from 570 to 2,150

dollars over these six decades. The national per capita income growth
rate is slightly greater than the state, whereas the rate of growth

in total income for the nation*(3.45 percent) was one-haif again as
large as Nebraska's (2.28 percent). This increase in total income

has been instrumental in assuring Nebraska resicdents of a higher
standard of livizg, but the population exportation which has permitted
a higher per capita income is one of the major concerns in the state
today. Human resources are, in a very real sense, a form of capital.
Human capital, as noted in Cnapter I, is stratzgic as an element of
economic growth, as a resource supply, and as a source of demand.

In addition, population patterns are critical to the regional growth
process in the agglomeration sense considered earlier. For these and

related reasons, some consideration of the labor force is in order.

Patterns of Growth in the Labor Force

Labor force trends. A pattern of grcwth similar to that noted

in the consideration uf population emerges wien labor force data are

studied.l® 1In absolute terms, the Nebraska total experienced labor

1511 data for 1940, 1950, and 1960 refer to the labor force.
Prior to this, the gainful workers concept was applied. While there
exists significant differences in these two concepts, they tend to
cancel out in a comparative context. Also, these differences are not
nearly as large as the structural changes which have emerged since
1890. For a more complete explanation of the diiferences in these
two concepts sce note (a) to Table A-4 of the Appendix.
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force has increased from 368,000 to 542,000 persons betwzen 1890 and
1960 (see Table II-9). This is an increase of 47.3 percent over a

period spanning seven decades. During this same period, the nation's

TABLE II-9

GAINFUL WORKERS AND TOTAL EXPERIENCED LABOR FORCE,
NEBRASKA AND THE UNITED STATES, 1890 to 19602
(thousands of personms)

Nebraska United States
Year , Percent Percent of Percent Percent of
Number Change Population Number Change Population

1890 368 34.8 22,736 36.3
1.6 27.8

1900 374 35.1 29,073 38.3
17.9 31.3

1910 441 37.0 38,167 41.5
3.6 9.0

1920 457 35.3 41,614 39.4
10.9 17.3

1930 507 36.8 48,830 39.8
-8.7 1.6

1940 463 35.2 49 1625 37.7
14.0 21.4

1950 528 39.9 60 »200 40.0
2.7 12.9

1960 542 38.4 67,990 38.1

8Strict comparability does not exist be_ause data for 1890 to
1930 are based on the gainful worker concept and data for 1960 exclude
workers under 10 years of age (0.5 percent in 1950). The 1940 figure
excludes public relief workers.

Source: Tables A-6 and A-8 of the Appendix.

labor force increased from 22.7 million to 68.0 million, an increase of

O s mrn et s N

199.6 percent. This is an average decennial rate of growth for the
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nation which is more than four times as iarée as the increase for the
state. Nebraska and the nation have moved in similar patterns with
respect to the proportion of the population in th: labor force, al-
though the state had a lower proportion of its population employed
until the last two decades. The labor force in Nebraska increased
from an average of 35 percent of the population at the beginning of
the century (1880 to 1900) to 38.4 percent in 1950 to 1960, an increase
of 3.6 percentage points in participation. The increase at the national
level during the same time period was about two-thifds this amount,
or 2.0 percentage points.

There appears to be an ever-increasing growth gap in the
Nebraska labor force relative to the nation in recent years (see
Table IT-9). In the most recent decennial period the nation's labor
force has grown approximately four times as rapidly as the labor force
in the state. Actually, the male labor force of the United States has
increased from 39.9 to 47.5 million persons, an increase of 7.6
million or 19.0 percent since 1540. The total male labor force in
Nebraska has decreased from a 1940 high in excess of 400,000~to
388,000 in 1960, a decline of 3.1 percent:.16 All of the growth in
thz Nebraska labor force which his occurred in the last two decades

is due to increased participation on the part of the female labor force.

Age characteristics of the labor force. The male proportion

of the labor force has undergone dramatic changes since 1900 in

16See Tables A-4 and A-5 of the Appendix.
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Nebraska as well as in the United States (see Table II-10). The changes
since 1330 have been similar or both the state and the nation, although
Nebraska's labor force was comprised aistorically of a larger share
of males relative to the nation. This differential has narrowed con-
siderably with the passage of time. From 1900 to 1930 the male pro-
portion of the Nebraska labor force declined from 87.5 to 82.3 percent
and from 81.9 to 78.0 percent in the nation. At the national level,
the male proportion of the labor force dropped by 10.1 percentage
points between 1930 and 1960, moving from 78.0 to 67.9 percent of
the total experienced labor force. The changes in the Nebraska labor
force were in a similar direction but of a greater magnitude, with
the male component of the labor force moving from 82.3 to 69.7 percent
of the total labor force, a 12.6 percentage point decline from 1930
to 1960. Over the entire period the male labor force in Nebraska
declined 17.8 percentage points in comparison to 14.0 percentage
points for the nationm. |

Table II-10 also indicates that the age structure of the labor
force has changed substantially: (1) an overali aging common to
both the state and the nation has taken place; and (2) a relative
aging exists at the state level. There has been a substantial aging
of the labor force over this period of time, no doubt because of
changing health and education patterns. In 1900, for example, 29.4
percent of the Nebraska labor force was in the 14 to 24 age category
as compared to 18.4 percent in 1960. These changes in labor force

composition are summarized over the 1900 to 1960 period in the last
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column of Table II-10. There has been a relatively large and serious

reduction in the 25 to 44 age category of the Nebraska labor fsrce of
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6.1 percentage points since 1500, while the nation maintained about the

same proportionate share in this category. This is suggestive of the
agc-imcidence of cut-migration. Both the nation and the state experi-
enced a sharp rise in the proportion of the labor force between the
ages of 45 and 64 years of age, from approximately 21 to 34 percent

of the labor force.

Another difference in the age composition of the labor force
is the relatively large change in the proportion of the Nebraska labor
force aged 65 and over, from 3.4 percent of the labor force in 1900
to 7.2 percent in 1960. Comparatively, this age category maintained
its #hare at the national level at about 4.5 percent. 7This relative
aging in Nebraska may reflect the advanced age in farm 2mployment
in the state and the greater migratory tendencies of younger age
groups due to farm consolidation and the lack of employment oppor-
tunities. Relative age structures are placed in a sharper comparative
relief by means of observing the ratio of the Nebraska labor force
to the national labor force in each of these four age groups. These
data are presented as the age "relactive" ir ’able II-10. The position
of Nebraska in the prime age group of 25 to 44 years has declined
from 1.04 to .89 relative to the national average over this 60-year
period. In contrast, the Nebraska labor force over 65 has increased
from .79 in 1900 to 1.60 in 1960, indicating that a much greater

proportion of the labor force in Nebraska is drawn from this age

P TP PP
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category than was true in 1900 and than is true compared to the nation.
Comparison of the age relative factor of Table II-10 indicates that
the labor force in the state is over-represented by the 14 to 24 and
65-and-over age groups and under-represented by the prime-working

age group of 25 to 44 years, a direct reversal of the comparative

nnsture of the state in 1900.

Labor force participation patterns. The lsbcr force partici-
pation rate of the Nebraska population has changed markedly by specific
age and sex categories from 1890 to 1960.17 The qverall participation
rate of the male labor force in Nebraska declined from 76.2 to 71.5
percent of the population over 10 years of age between 1890 and 1960.
For the nation as a whole it declined much more, moving from a parti-
cipation rate which was slightly larger than the state average in
1890 (77.3 perceut) to 69.3 percent in 1960, a smaller rate than
exists in Nebraska. The participation pattern of females has increased
rapidly since 1940 in Nebraska, moving from 18.5 to 30.1 percent
during the two decades preceding 1960. This is a rise of 11.6 percentage
points in the rate of female participation over a 20-year period in
contrast to a much smaller rate of increased participation at the
national level of 6.2 percentage points over the same period. The
participation rate for women in Nebraska, which has been substantially

less than the national average historically, has gained gradually on

17

See Table A-12 of the Appendix for the details of these data.
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the national rate over this latter periocd in all age categories.18
This differential may reflect some of the differences in the economic
structure of the two areas, in that fewer suitable employment op-
portunities might exist for women in agriculturally oriented areas.

The narrowing differential also reflects the fact that urbanization

Another pattern of interest is evidenced in the 16 to 24 age
category. From 189C to 1930 the rate of participation in this age
category for Nebraska males was 3 to 7 percentage points lower than
in the nation. Since then, this differential has been reversed, and
in the last decennial period the rate of participation in Nebraska
for males aged 16 to 24 was 4.3 percentage points greater than the
national average of 68.4 percent. This too may reflect the influence
of agriculture as male youth work part-time on the farm.

These differentials and trends are summarized in Table II-11.
The overall declinz in participation rates for Nebraska males of 3.4
percentage points is less than one-half of the decline in participa-

20

tion in the nation. This is reflected in the lower participation

1815 1900 and 1930, for example, the Nebraska participation
rate for women was two-thirds to three-fourths of the national average.
This differential closed somewhat abruptly between 1930 and 1960.

19This ma; also represent an explanation for the lower average
proportion of the total population in the labor force in Nebraska
until 1940 which was indicated earlier. See Table III-9 &sud the
accompanying discussion.

20These data used the averages of 1890 to 1900 and 1950 to
1960 for improved representativeness.
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TABLE II-il
LABOR FORCE PARTICIPATION, NEBRASKA AND THE UNITED STATES,
1890 to 19602
(percent of population)
Percentage
Age 1890-1900 1950-1960 Point Change
Nebraska _
Male: 16-24 7€.8 72.2 - 4,06
Z3-aa 97.2 us.s - 1.7
45-64 94.4 91.2 - 3.2
TOTAL (10+4) o 76.2 72.8 - 3.4
Female: 16-24 25.6 39.9 14.3
25-44 1C.4 30.9 20.5
45-64 £.2 34.3 26.1
TOTAL (10+) 12.5 27.2 14.7
United States
Male: 16-24 81.9 68.5 -13.4
45-64 94,3 88.7 - 5.6
TOTAL (10+) 78.4 70.9 - 7.5
Female: 16-24 30.9 38.4 7.5
25-44 16.9 36.2 19.3
45-64 13.3 35.3 22.0
TOTAL (10+) 17.9 28.2 10.3
Participation Indexb
Male: 16-24 .04 1.05 .11
25-44 1.00 1.02 .02
45-64 1.00 1.03 .03
TOTAL (10+) .98 1.03 .05
Female: 16-24 .83 1.04 .21
25-44 .62 .85 .23
45-64 .62 .97 .35
TOTAL (10+) .70 .96 .26

3persons 10 years old and over, where the participation rate
1s an average of the two census year values.

bThe Nebraska participation rate as a percent of the ational
participation rate.

Source: Table A-12 of the Appendix.
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index value in the earlier pericd of .98 in contrast to an index value
of 1.0” toward the middle of the century. In all three categories the
national rate of labor force participation declined more than the state
rate for males. Similarly, the participatis: rate for Nebraska males
exceeded the national ratc in all age groups in the latter period.

Were it not for this participation differential, the Nebraska labor
force growth rate discussed earlier would be even smaller tham ii

was indicated to be, and the absolute decline in the male labor force
would be greater. While the Nebraska male labor force participation
rate has declined less rapidly for the state than the nation, the female
rate of labor force participation has increased more rapidly compared
to the national average. This is particularly true in the 16 to 24 and
45 to 64 year age groups. As a result of this pattern, the overall
female participation rate for Nebraska has very nearly caught up with
the national average rate of 28.2 percent for 1950 to 1960. The state
participation rate relacive to the national participation rate fer
females has increased from .70 to .96 over this period.

The agricultural labor force. Table II-12 reveals several

characteristics of the Nebraska labor rforce which are very different
from trends in the labor force at the national level. The failure

of the Nebraska labor force to grow as rapidly as ihe national average
is pointedly illustrated by the data in the first column, where the
labor force in Nebraska is depicted as having declined from 1.62 to
0-80 percent of the nation's labor force. This development occurred

in spite of the addition of 173,900 persons to the Nebraska labor

.

4 taliisidedad
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force in tne 1890 to 1960 period. The declining trend has continued in the
latter two cdecennial periods, averaging approximately a 0.1 pexrcentage
point decline in each census period since 1900 with some consistency.
The number of persons engaged in agriculture in Nebraska has
declined from 184,000 persons in 1890 to 113,000 in 1960. The agri-
cultural labor force reached a peak in 1910 at 203,000 persons, leveled
off at £ligitly lcoo tuau ihis amount until 1930, and has declined by
some 84,000 workers since that time. The percent of the labor force
engaged in agriculture has also declined, from approximately one-half
of the Nebraska labor force at the turn of the century to 20.8 percent
in 1960. The state has not moved out of agricul“ure nearly as rapidly
as have other regions of the nation, a fact indicated by the agricultural
relative which depicts the percent of the Nebraska labor force in agri-
culture relative to the United States. In 1900 the Nebraska agricul-
tural labor force was 1.4 times more specialized than the nation, but
in 1960 the proportion of Nebraska's labor force devoted to agriculture
was more than three times as large as the national average. At the
beginning c¢f the century (1900), Nebraska had 1.78 percent of the
nation's agricultural workers, and by 1960 the state's proporticr of
agricultural workers had increased to 2.56 percent. Most of this
relative increase in agricultural employment in Nebraska came about in

the last decennial periud. These tendencies reflect an employment mix

in the state which has not kept abreast of dominant national trends.

1T T
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Long-term Shifts in Economic Activities

Specialization. Clanging specialization patterns in the structure

of the Nebraska economy and shifts in the relative importance of economic
sectors relate directly to several of the trends and deQelopments analyzed
above. These changes in the economic gtructure of the state and nation
and their impact on the Nebraska economy can be best comprehended by

observing the broad industry pattern of change. Table II-13 divides the

labor force in+. £our vaorv aenaral cate rimary industry

H
(
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group consists of resource-oriented activities such as agriculture, mining,
fishing, and forestry; the 3econdary industries are process-oriented,
including manufacturing and construction industries. Tertiary activi-
ties, essentially commercial in nature, arz here defined as trade,
transportation, and finance. All other industries, largely services
and public administration, are classified as quaternary industries.21

The Nebraska labor force increased very rapidly relative to the
nation from 1880 to 1900 as the state was being settled. Since the
turn of the century, growti in the Nebraska labor force has been much
less spectacular as was observed earlier. Tertiary (commerce-oriented)

industries were the most rapidly growing sectors from 1880 to 1900 in

21rhyg categorization is a departure from the convention of
including services in the tertiary industry group. The reasoning
behind this departure relates to (1) the increasing importance of
service industries and (2) the disproportionate relative size importance
of the tertiary class in this state if the conventional form is fol-
lowed. The terms industry and sector are used interchangeably through-
out this study.
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TABLE II-13

DISTRIBUTION CF THE EXPERIENCED CIVILIAN LABOR FORCE
BY INDUSTRY LEVEL, NEBRASKA AND THE UNITED STATES,
1880 to 19602

Industry Type 1880 1900 1940 1950 1960

Nebraska:

Primary 98.8 201.8 166.8 151.8 115.3
Secondary 14.5 37.4 54.7 82.0 101.4
Tertiary 107 4.1 125.5 105.0 i72.9
Quaternary 19.6 60.7 112.1 128.9 152.6
TOTAL 152.6 374.0 462.9 526.4 542.0

United States:

Primary 8,966.2 12,135.3 9,753.7 7,931.6 5,233.1
Secondary 3,308.3 6,016.8 14,249.1 18,931.1 22,838.2
Tertiary 2,452,6 5,642.9 13,001.6 17,400.4 19,744.6
Quaternary 2,665.0 5,278.2 12,488.1 15,718.2 20,174.3
TOTAL 17,392.1 29,073.2 49,492.6 58,981.3 67,990.0

2In thousands of gainful workers (1880 and 1900) and experienced
civilian labor force (1940 to 1960). Totals may not add due to rounding.
For additional comment:s on labor force concepts see the notes to Table A-7
of the Appendix.

Source: Table A-7 of the Appendix.

terms of increased employment for Nebraska, nearly quadrupling to 74,100
workers while the nat:ion experienced a two-fold increase over this period.
S By 1900 this industry group represented one-fifth of the labor force.
.-», Quaternary (service) industries were the next most rapid growth indus-

tries in this era, as employment tripled to 60,700 out of a total of
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374,000 persons in the Nebracka labor force in 1900. The secondary
or process industries were next in terms of relative growth, and
these also were least iuportant in terms of absolute size, rising from
14,500 to 37,400 workers by 1900. The bulk of the Nebraska labor
force, like the nation, was in the resource-oriented industry group.
In Nebraska, there were 201,800 workers associated with cesource or
primary production industries in 1900, most of them in agriculture.
This represents more than a two-fold increase over the 98,000 workers
in primary industries in 1880.

Since 1900, the Nebraska growth pattern by industry sector has
been just as different from the nation as has growth in tov.. employ-
ment. The labor force employed in the primary sector declined 17.4
percent in Nebraska from 1900 to 1940 and 19.6 percent for the nation.
In the next two decennial periods the decline in the primary labor
force was nearly equal by way of state and national comparison, de-
creasing to 115,300 persons in Nebraska by 1960. Secondary or process
industries expanded three times as rapidly in the nation as they did
in Nebraska from 1900 to 1940, as the Nebraska labor force employed
in this sector increased 46.3 _arcent to 54,700 in 1940. Since 1940,
the labor force in secondary industries has expanded to 101,400 in
Nebraska, an increase of 85.3 percent over 1940 as compared to an
increase of 60.3 percent for the nation during this same 20-year period.
The labor force employed in tertiary industries totaled 129,300 in
1940, or 1.7 times the 1900 level in Nebraska as compared to 2.3

times the 1900 level for the nation. Since 1940, employment in these
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industries has continued to grow slowly relative to the nation, in-
creasing to 172,900 in 1960, a 37.7 percent rise. The labor force

employed in quaternary industries increased to 112,100 by 1940, a rise

. of 84.7 percent from 1900 in Nebraska. From 1940 to 1960, these in-

dustries have expanded to 152,600 workers, an increase of 36.1 percent
in this 20-year period. In both periods, however, the national rate of
growth in these sectors was nearly twice as large as it was for Nebraska.

These trends and structural changes can be brought into sharper

rocus by considering the Nebraska economv in more industry and snalytical
detail as in done in Table II-14. Also, additional insights into the
nature of the Nebraska economy can be gained through the manipulation

of data. The first four columns of Table II-14 contain data on the
percent distribution of the labor force by industry in Nebraska over

the 80-year period, 1880 to 1960. The labor force (n) in each industry
(1) of the state, or any area (j) for a given point in time (t) may

be represented as (n{,t)- This simply is expressed as a fraction of

total employment, For employment in Nebraska agriculture

Ei “l,t )

i=1

in 1960 this is 113.0, or 20.8 percent of the labor force.
542.0

The second four columns contain the location quotient for

each industry (Lq), which in general form is

I - 20
mje- £ ™.t
L, = iml ,
b = nogp
e e Cit
i=]
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where b represents a benchmark or comparison economy, usually the nation.
The ratio Lq reveals the extent to which industry significance varies
between the benchmark economy (the nation) and the subject economy

(Nebraska). Ir a comparative sense, increases in Lq for industry (1)

from (t) to (t+:, .adicate an increasing area reliance on that industry
on the part of the rubject economy relative to national trends. 22
Specialization by indusiry sector in the Nebraska economy relative to
the nation is indicated by location quotient values greater than unity.
Conversely, industrial sectors which exhibit Lq values of less thaa 1.0
are less than proportionately represented in the structure of the state
economy. That is, the latter suggests that the area may need to import,
whereas the former suggests possible exporting. The Lq value for
agriculture in 1960 was 3.2, by far the l#rgest of any industry for
Nebraska at any point in time. Even though agriculture itself has
declined as a source of employment from 64.6 per -nt of the total
experienced labor force in 1880 to 20.8 percent in 1960, its relative
proportion has increased dramatically. This is the result of the more
rapid rate of withdrawal from this sector in the nation than in the
state. The mining, forestry, and fishing sector is of relative unim-

pcrtance in an absolute sense (0.4 percent of the labor force in

1960), slthough Nebraska is becoming more nearly like the nation. The

22919 assuses that (b) is the national economy. For further
consideration of the location quotient see: Walter Isard, Methods of
Regional Analysis . . ., "p. 252-57; and Charles M. Tiebout, The Com-
munity Economic Base Study (New York: Committee for Economic Develop-
ment, 1962).
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construction industry, a static sector relative to the nation after

the period of rapid growth in the latter part of the last century,

has shown signs of increased relative activity between 1940 and 1960.
This industry accounted for 6.4 percent of the labor force in 1960
compar . to 4.9 percent 20 years earlier. The current location quotient
value in construction as measured by the experienced Nebraska labor

force is 1.01 as compared to .88 in 1940. This, of course, is indicative

of increased self-sufficiency as well as the increased relative importance
of the sector in the structure of the Nebraska labor force.
Manufacturing, a static growth sector in Nebraska unt+1 1940,
has grown very rapidly since this time in relation to the to.~} Nebraska
labor force. However, the nation has a greater proportion of labor
employed in this sector than is true of Nebraska. The manufacturing
labor force accounted for 12.3 nercent of all industry affiliatior in
1960 in Nebraska--almost twice the proportion of 20 years earlier.
Nevertheless, manufacturing remains a significant import sector for the
Nebraska economy. The proportion of the labor force in Nebraska in
manufacturing activities is less than one-half (Lq = ,45) the 196"
level for the nation. A very significant economic development imbalance
occurred in the manufacturing sector in the six-decade period prior to
1940 in Nebraska. Throughout this era, the growth rate in the manu-
facturing labor force in the national economy was equal to that of the

state. As a consequence, the state remained about one-third as special-

1zed as the nation between 1880 and 1940 in manufacturing industries.

aas ata }
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The Nebraska labor force employed in transportation and communi-
cations industries traditionally has been in excess of the national
average as is indicated by the location quotient of 1.22 for 1960, for
example. Although the industry is not of great absolute importance,
employing only 8.3 percent of the experienced labor force in 1960, an
increasing share uf the labor force has been employed in this sector
since the turn of the century. At that time (1900) the state and nation
had an equal proportion of their labor force employed in this sector.
The trade, finance, and insurance sector of the Nebraska economy con-
tained 23.6 percent of the labor force in 1960, a significant increase
since 1900, which is similar to national trends. This is indicated by
the location quotient value of 1.06 in 1960 for this sector.

The Nebraska labor force employed in the services and public
administration sectors numerically is of greater importance than any
other gector and, at the same time, it is the sector which has most
nearly approximated the national proportion since 1900. At the most
recent decennial period, 25.5 percent of the state's labor force was
engaged in this sector. This represents a relative enlargement of this
sector of 9.7 percentage points since the turn of the century. The
private household component of the service industries has declined less
in Nebraska than for the nation. At the same time, the 1960 location
quotient value of .87 suggests less specialization in this sector here
than across the nationm.

The preceding analyses have revealed certain aspects of industrial

specialization patterns and structural changes in the Nebraska economy,
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but portions of the relative growth and development profile are obscured.
Much of what might appeai: at first glance to be growth (e.g., the three-
fold increase in the relative size of the manufacturing labor force) may
not in fact be real; i.e., it may be "pseudo" growth relative to national
trends. The total labor force maf be growing less rapidly in the state,
or it may be declining, and a given sector might grow in proportion to
the total without azy absolute g-owth. These changing structural re-
lations between Nebraska and the nation are brought into sharper focus

by referring to a relative growth chart.

Relative growth. Figure II-3 is a relative growth presentation
which is useful in the simultaneous comparison of employment growth
differentials between regions and structural shifts within a region.

The horizontal axis measures the nercent change in employment for the
nation by industry from 1900 to 1960. The vertical axis measures the
percent change in Nebraska emplovment since 1900 on an identical industry
basis. The diagonal 0S is a 45-degree line that depicts equal growth.
The diagonal line through O and T is a growth relative function. It is
formed by the intersection of the coordinates OL and 0Q respectively, and
it measures the ratio of growth in the two economies. The all-industry
average percentage rate of growth for the nation is 0Q and the all-
industry average growth rate for Nebraska is OL. The greater the slope
of the line OT, the greater the rate of growth in Nebraska relative to
the nation. A flatter diagonal which is below and to the right of 0S,

the line of equal growth (as OT in Figure II-3) indicates lower growth
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FIGURE II-3

RELATIVE INDUSTRY GROWTH, NEBRASKA
AND THE UNITED STATES
1900 to 1960

Employment in
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Source: Calculated from data in Table A-7 of the Appendix.

than the national average, or a growth gap, and that the state is ob-
taining a declining share of total employment in the system.

The diagonal OT, formed by coordinates OL and 0Q, allows
interesting comparisons when used in conjunction with 0S, the line of
equal growth. The growth ‘f an industry in Nebraska which is repre-

sented by a point below OS is a local industry which has not grown
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as rapidly as the national rate of growth for that same industry. 1In
other words, the industry evidently is at a competitive or area dis-
advantage in the state relative to the nation. This applies to every
economic sector except agriculture in Nebraska as Figure II-3 reveals.
So long as the industry growth point is above LT, the growth relative,
the industry has grown more rapidly than all other economic sectors in
the state. In this instance there is a favorable growth effect because
of the industry mix in the state. This is also true for all industries
except agriculture, where there was a decli&t in employment. Growth
has been dominated by employment reductions of the industry mix type

in agriculture, as Figure Ii-3 indicates. This has been the only
industry to show a competitive growth advantage in Nebraska compared

to the nation; i.e., it has not declined as rapidly in the state

(44.9 percent) as in the nation (60.9 percent) since 1900.

The relative growth function OT graphically depicts the all-
industry growth disparity between the state and nation, where the
Nebraska labor force increased 44.9 percent (OL) while the natiomal
change was 133.9 percent (0Q) over this six-decade era. Those in-
dustries in which the competitive or area disadvantage effect is most
severe in relative terms are located the greatest distance from OS
(e.g., trade and finance). The industrial composition or mix effect
is greatest for those industries which are the greatest horizontal
distance from the line QT; i.e., these are the industries contributing
most ucavily to regional growth. There also exists a mix effect for

a region in relation to the vertical distance from LT, the average rate

of growth for the area economy.
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Shifts iu industriz]. sources of employment. The absolute size

of these relative gains and losses between comparison economies is
brought out in Table II-15. This table is derived by multiplying the
comparison (national) economy's all-industry growth rate by employ-

ment in the base period of the subject (state) economy to obtain expected
employment. The amount by which actual employment in the state differs
fron expected employment obtained by applying the national all-industry
rate is the net growth gap for all industries.

Next, each industry growth rate at the national level is applied
to industry employment in the state to obtain expected industry employment.
Industry employment differentials are then obtained by comparing the
actual change in industry employment with the expected change, and these
differentials are added across all industries. This figure represents
the. amount by which each industry grew at a greater or lesser rate than
dic that same industry in -he nation; therefore, it is described as a
conpetitive or area (dis)advantage as was noted earlier.23

Some industries may grow more or less rapidly at the national
level than the national all-industry rate of growth. Growth of an
industry in excess of or less than the national aggregate rate is
defined as the industry mix or composition effect and would be
pcsitive or negative. The mix effect can be determined by multiplying

enployment in an industry by the national aggregate rate of growth, and

23An alternative way to compute this value would be to apply
tne difference In industry growth rates to Nebraska employment.
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TABLE II~-15
SHIFIS IN THE EXPERIENCED CIVILIAN LABOR
FORCE IN NEBRAGKA,
1900 to 1960
(thousands of persons)
_Labor Force Growth Mix Area
Industry 1900 1960 Gap Effect Disadvantage
Agriculture 201.4 113.0 ~-358.1 -392.3 34.2
Mining, Forestry
& Fishing 0.4 2.1 1.2 0.6 1.0
Construci:ion 17.7 34.5 - 7.0 1.7 - 8.7
Manufacturing 19.7 66.9 20.8 39.8 - 19.0
Transpo & com. 24.8 45&3 - 13.0 1.8 - 14.7
Trade, Fin. & Ins. 49.3 127.9 13.9 85.7 - 71.8
Services & Pub. Adm. 59.0 138.0 0.7 70.5 - 71.2
Other? 1.7 14.6 10.6 7.1 3.4
TOTAL 374.0 542.0 -332.8 -187.0 -145.9

8Totals may not add due to rounding. A (~) indicates a shortage
or growth gap.

bConsists primarily of industries not reported.

Souce: Table A-7 of the Appendix.

then subtracting this value from the product of industry employment in

the state times the national rate of growth for that industry.24 The

sum of the mix effect and area (dis)advantage effect will equal the net

24Alternatire1y, one could obtain the growth differential of

the overall and industry rates to obtain the mix effect.
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growth gap, the difference in performance between an industry in a state
and the national average aggregate growth rate.25

This can be formally presented and illustrated in the following

manner, where n epresents employment. The growth gap in employment

(Ng) for all irdustries n in region (j) in time (t+l) is:
(£ ny)
i=]1
- o © e o)
N = n - n
g~ & 1,t+1 b X X 1,t"’
i=1 i=]1

where in the nation (b) the all-industry rate of growth (Gb) is:

n no
b
£_ ni;t'ﬁ'- - énitt
Gb = i=1 i=]1 .
n
b
= Mt
i=1

Obviously, the parallel of this calculation can be made for each industry
in region {j), yielding a growth gap by sector (ng). Consider for

example, the positive growth gap in manufacturing employment for Nebraska

25Nuxr.erous studies have employed the "shift" technique of analysis
in various forms, although it is only in the last few years that the full
significance of the insights that the technique permits have been ap-
preciated. See Daniel Creamer, Industrial Location and Natural Resources
(Washington: U.S. Government Printing Office, 1943); Wilbur Zelinsky,
"A Method for Measuring Change in the Distribution of Manufacturing
Activity: The United States, 1939-47," Economic Geography (April, 1958),
pp. 95-126; and Lowell D. Ashby, Regional Change in a National Setting,
Staff Working Paper in Economics and Statistics, Number 7, U.S. Depart-
ment of Commerce, Office of Business Economics, Division of Regional

Economics (Washington: U.S. Government Printing Office, 1964).
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was 233.9 percent. Here employment in 1960 (ni,t+1) was 66,900 com-

pared to 19,700 persons in 1900 (ni t).
?

g

= 66.9 - 46.1

= 20.8 persons

This growth gap is comprised of the mix effect and the area

(dis)advantage effect. The area (dis)advantage effect ( ©« ) for

industry (i) is:

- & x ol
Lok ni,t-i-l (8 x n3,¢)

where:

As an illustration consider manufacturing employment again, which
expanded by 435.8 percent from 1900 to 1960 in the nation.

(dis) advantage for Nebraska manufacturing employment is:

L i = 66.9 - (435.8 x 19.7)

= 66.9 - 85.9

= -19.0 persons

The 19,000 area disadvantage indicates that manufacturing employment grew

less rapidly in the state than the nation.

the mix effect (Bi) which is:

given in Table II-15, where the overall national rate of grcwth (Gy)

However, it is offset by

The area

S BB e 3 e At or > hr o o men
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B . b _ by x nj
i (gi G i,t

= 201.9 x 19.7

= 39,8 persons
A convenient check is afforded by adding the mix effect and area (dis)-
advantage which combined should equal the growth gap. In our example

for manufacturing employment:

g2
20.8 - -1900 + 39.8

n -041+Bi, or

This, of course, is true for all industries, just as it is for each
individual industry.

The results of isolating changes in the labor force due to a
region's mix of rapid or slow growth industries from changes in
employment attributable to a competitive (dis)advantage are given in

Table II-15. The labor force growth rate of all national industries

(percent for the nation in the six-decade period ending in 1960) was
] applied to the total Nebraska labor force to obtain an "expected"
labor force of 874,800 for 1960. This produces a negative growth gap
of 332,800 persons for Nebraska. This growth deficit of approximately
: one-third million persons is directly related to the previously
observed net out-migration of 598,000 persons in this same period,
and the population growth gap of 1.6 million persons in the last six

decades also observed earlier.26

4 26See Table II-1 of the text.
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The composition of these changes is of fundamental importance
to the Nebraska economy. Analysis of Table II-15 reveals that 48.0
percent of the growth gap (145,900 persons) is relat<1 to the area
or competitive disadvantage. The remainder (187,000 persons) reflects
a substandard industry mix in the state with respect to broader and
more rapid national economic growth trends. Nebraska's unfavorable
industry mix effect is related primarily to the rapid decline in
on-farm employment opportunities in agriculture. All other industry
sectors exhibited a positive mix effect. The mix effect, which
reveals the contribution to aggregate state growth resulting from
specialization in slow or rapid employment grovth sectors, is domin-
ated by the sizable downward shift in agriculture.27

The competitive ability of the state economy is implicit in the
area disadvantage. There has been an area advantage in only one
sector, agricultural employment, where the area advantage was 2a small
34,200 workers.zs Contrary to some popular thought, Nebraska's growth
in trade, finance, and insurance has deviated widely from national
trends, where the average decennial growth rate has been 51.0 per-

cent. The Nebraska labor force associated with this sector expanded by

27Slow and rapid growth sectors are measured against the

national average for all industries; consequently, domination does
exist if the time period is lengthy.

28
That is, the decline in employment in agriculture has been
less serious for Nebraska than the nation as a whole by this amount.
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79,000 workers in this period for the state, but this was 71,800 less
workers than the national rate of growth, the largest and a very con-
siderable competitive disadvantage. Employment in the service indus-
tries was also less rapid in the state than in the nation, resulting

in an unfavorable shift of 71,200 workers over this six-decade era.

The growth deficiency in Nebraska in these two sectors of 143,000 workers
accounts for nearly one-half of the total growth gap between the two
economies.

Manufacturing industries also grew less rapidly over the long-
run in the state of Nebraska than they did for the nation as a whole.
This contributed another 19,000 to the area disadvantage shift of
145,900 workers.29 Transportation and communications industries
also failed to expand as rapidly in Nebraska as they did in the nation,
contributing 14,900 to the competitive disadvantage. Moreover, growth
in construction industries in the state was inferior to performance
at the national level which averaged 24.0 percent each decennial
period. As a result, another 8,700 workers were added to the total
area disadvantage effect.

The most deficient economic sectors in a growth context in
this 60-year period seem to be those sectors directly related to

agriculture and those associated with the population of an area. This

29In view of the large relative change in the distribution of

employment revealed in previous pages, most of the gap in this sector
evidently occurred prior to 1940.
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is consistent with the importance attached earlier to the population

growth gap of 1.6 million persons and the more than one-half million
persons who were estimated to have migrated out of the state since the
turn of the century. Shifts in the industrial composition and growth
of the labor force likewise relate to the relative stagnation of the
state economy in terme of (1) a failure to participate in the process
of industrialization (i.e., manufacturing) in the first half of the
century when manufacturing industries were rapidly expanding at the
national level, and (2) a heavy reliance on one sector--—agriculture,
which is the only sector in which the state has exhibited a competitive
advantage but which is the only sector to supply fewer employment
opportunities rather than more with the passage of time. A competi-
tive or area advantage which is based upon declines in employment which
are less than the national rate of decline is hardly a sound basis for

economic growth.
Summary

Changes in the Nebraska population over the course of the
last seven decades suggest sluggish :conomic growth and limited
opportunities for area residents. The state's "share" of national
population is less than one-half its 1890 level; the population
growth rate in Nebraska was one-third the national rate between
1890 and 1960; and the size of this "'growth gap," which shows no
sign of decreasing, was a total of 1.6 million persons from 1890 to

1960, and 300,000 persons in each of the two most recent decades.
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The national ratio of urbanization is over one-fourth again as large as
it is in Nebraska. Net out-migration approximated 10 percent of the
average population in each decennial period beginning with 1930 to
1940; the cumulative net out-migrants for these seven decades are
785,000 persons; and over four-fifths of all net out-migrants have been
less than 45 years of age. These are patterns of change which cannot
be permitted to persist if economic viability is to be achieved in
the future. At the same time, however, they relate to several other
facets of economic development of the Nebraska economy which require
attention.

The national rate of growth in total real personal income from
1900 to 1960 was one-half again as large as Nebraska's growth rate,
exceeding the state's average of 2.28 percent by 1.17 percentage
points. The 1940 to 1960 period wi-nessed a state rate of growth
roughly comparable to the naticnal average in total personal income.
Value added in manufacturing declined relative to the nation until 1929,
and has grown at the same rate in the state as the nation since then.
There has been no appreciable gzain, however, in the state's relative
share of total value added since the 1930's. Value added in Nebraska
was 0.54 percent of total value added at the beginning of the century,
it dropped to 0.36 percent by 1929 and has ranged from 0.35 to 0.38
percent since then. Agriculture's share of service income (wages,
salaries, and proprietors' income) was over 400 million dollars of

the 2.2 billion dollars total service income in 1960. This con-

stitutes 18.5 percent of the total, four times as much as the
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agricultural ghare of service income at the national level. Service
income earned by agriculture in 1960 was one-half of the relative
amount in 1900. Nebraska per capita income was 96.0 percent of the
national average in 1960, largely as a result of the widespread ex-
portation of human capital in prior years.

The Nebraska labor force has grown 51.4 percent since 1890,
approximately one-fourth the increase experienced by the nation.
There has occurred a larger increase in participation by the female
labor force in Nebraska than in the nation. On the other hand, par-
ticipation by the male labor force in Nebraska declined 3.4 percent-
age points since 1900, whereas the national decline was 7.5 percentage
points. Nebraska's labor force has aged relative to the nation. Per-
sons over retirement age comprise a greater proportion of the Nebraska
labor force (7.2 in contrast to 4.5 percent for the nation). Persons
between the ages of 25 and 44 accounted for 40.0 percent of the
Nebreska labor force as compared to 44.7 percent for the nation in
: 1960. The decline in Nebraska's labor force relative to the nation
has been as large and as severe in the most recent decade as it was
40 years ago. The proportion of the Nebraska labor force employed in
agriculture has dropped from 50.0 to 19.9 percent over these 70 years,
but the proportion of the Nebraska labor force in agriculture in 1960
was more than three times as great as the national average.

The industrial composition of the experienced labor force in

Nebraska has undergone substantial changes since the turn of the

» century as has been true at the national level. There is not a great
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deal of similarity in these changes between the state and the nation,
either in terms of magnitude or direction. The Nebraska labor force
expanded much less rapidly than the nation as a whole. The rate of
decline in primary or resource industries was roughly equivalent;
however, employment increases in the secondary (process), tertiary
(commerce), and quaternary (service) industries in the state lagged
behind national trends. The Nebraska labor force was much more
specialized in agriculture in 1960 than the nation, and less specialized
in transportation and communication industries. Relative under-
development in Nebraska is also indicated in the manufacturing sector
where a 1960 location quotient value of .45 was obtained. There was
no industry sector which grew more rapidly in Nebraska than in the
nation, although the agricultural sector declined less rapidly in the
state than across the nation. Consequently, Nebraska agriculture
exhibits a competitive advantage in comparison to national trends.
At the same time, however, each economic sector in Nebraska grew
at an employment rate in excess of the national average rate of growth
except agriculture. The downward industry mix effect of agriculture
at both the national and state level is of primary imp:- "-nce in ex-
piaining the total downward shift in the labor force in Nebraska;
i.e., the growth gap of 332,800 workers since the turn of the century.
Figure II-4 reveals the absolute impact of the area advantage
and industry mix effects diagramatically. The chart space is divided

into eight octants centered at the (0) point, which is a point that

indicates that the state experienced no area advantage effect
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FIGURE XI-%
EMPLOYMENT GROWTH OCTANT, NEBRASKA, 1900 to 1960
(thousands of persons)
Competitive
Effect
C
G' ]100 ¢
(+)
X 4 50
(-392.3)
Mining
Tg;iculture $ /
Construction Mix
' (+)
(<) -100 =50 N . . 50 100
__ e «—Manufacturing
Transpdrtation
=50 4
4 Services‘. ‘e
Trgde & Finance
-100 }
4 Qi G
: ~ )
c|

Source: Lowell D. Ashby, Regional Change in a National Setting,
Staff Paper Nc¢. 7, U.S. Department of Commerce, Office of Business
Economics (Washington, D.C.: U.S. Government Printing Office, 1964),
discusses these concepts which zlso were the outgrowth of discussions
between the author and Dr. T. W. Roesler of the University of Nebraska.
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(industry growth variance) and no industry mix effect (industry and
overall growth variance)} relative to the nation. Space above MM' re-
‘veals positive competitive or area advantage effects and space to the
right of CC reveals positive industry mix effects. The two lines (QQ'
and GG') which diagonally int.rsect the origin represent the locus of
vector points typifying equal mix and area advantage effects. The
diagonal (GG') is the growth gap function, where the locus of any
industry vector point to the right of GG' depicts a positive "gap"; i.e.,
industry growth in the area is greater than the aggregate national rate,

either because of favorable mix effects or favorable competitive effects,

or both.

The Nebraska employment data analyzed above were noted to have
been dominated by the mix effect. Positive mix effect dominance is
illustrated in Figure I -4 where the industry vector points are con-
centrated in the two oc:ants OQM and OMG. Negative mix effect dominance

is 1llustrated by a vector point: in either of the 0Q'M' or UM'G'

octants. Conversely, positive irea advantage or competitive dominance
would be depicted by a vector point in OG'C or 0CQ, and OGC' or OC'Q'

reflect. negative area advantage dominance.

Transportation and construction, for example, exhibited growth
gaps relative to the nation which were a result of an area disad-
vantage, although there was a slight positive mix effect. Agricul-

1 ture is dominated by unfavorable mix effects and is a growth gap
industry in spite of an area advantage. Mining exhibited a positive
i competitive effect ard, since the vector point is to the right of

GG', a pusitive growth gap. Employment in all other sectors grew less
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rapidly than the same sector in the nation, but they were dominated by
positive mix effects which offset the area disadvantage. This offset
is rather slight, and the very large area disadvantages of the service
and trade sectors are also highlighted in Figure II-4,

These data provide an overview of some of the more impor-
tant employment growth patterns in the Nebraska economy in the last
several decades. Very significant changes in the population and in
sector distribution of income and employment characterize these years.
For example, agriculture is an important speciality in which the state
has an area advantage. This is evidenced by the shift analysis above
and the fact that service income per agricultural worker in Nebraska in
1960 was about 500 dollars higher than the national rate. At the same
time, Nebraska has paid a severe income and employment growth penalty
because the state has not been successful in diversifying its.economic
base and because of the close alliance with this primary industry
which has been revolutionized by technological change. These devel-
opments and the nature of the state's economic base are worthy of -
more detailed analysis in a current time setting. It is to this that

we now turn our attention.
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CHAPTER III

INCOME GROWTH IN THE NEBRASKA ECONOMY

While an aggregative profile of economic growth over the course

of this century was provided by the data analyzed in the previous
chapter, the analysis glossed over much that is relevant to past
economic growth and future prospects in Nebraska. This shortcoming
can be corrected by a more detailed analysis of each of several
indicators of economic growth in recent years. This chapter concen-
trates on patterns of change in income in the postwar economy. We
will first suggest why and how income growth patterns are significant
to a regional economy and then consider (1) growth patterns revealed
by detailed income data in recent years; (2) growth shifts in sources
of income; and (3) the incidence 2nd extent of the low income problem

in Nebraska.
The Context of Income Analysis

Although considerable variation may exist in regional income
growth patterns, there are at the same time dominant aggregative
influences from which regions and states cannot completely insulate
themselves.1 These influences permeat; regions geographically and

industrially to the extent that the regions parallel the nation's

1I-iarvey S. Perloff, et al., Regions, Resources, and Economic

Growth, Resources for the Future, Inc. (Baltimorz: John Hopkins Press,
1960), pp. 104-106.
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industry structure. When the natlon as a whole surges ahead, the
several regions and states of the nation tend to expand. Similarly,
sluggish national growth patterns are transmitted to smaller and
frequently more specialized economic units. It is most likely that
these inter-industry relations will become more important rather

than less important in the future. The scope of financial markets
continues to broaden into the larger economic community, and tech-
nology, scientific information, and changing behavioral patterns
promise to add to this economic interdependence. These trends under-
mine viable economies that onco might have been successfully insulated
from exogenous forces.

This increasing economic interdependence, in concurrence with
irregularity in the transmission of relative growth rates among
regions which accompanies specialization, suggests that understanding
the process, nature, and direction of gconomic change in the state
economy requires comparative analysis. Still a second factor which
contributes to the use of this analytical approach is apparent once
it is recognized that geographic boundaries, which have become less
significant to most areas' economic orientation with the passage of
time, can become increasingly definitive and firm. That is, tgere may
be erected knowingly, out of misunderstanding or out of ignorance,
"pseudo" growth constraints which hinder the assimilation of an area

economy into a larger and (presumably) more prosperous economic unit.

It 1s possible that an area economy may find it desirable to destroy




*D
E8)

portions of a barrier to economic growth, or conceivably, it may be
desirable to erect such a constraint barrier or boundary.2

This possibility lends still more credence to comparative
analysis. Alteration of suspected growth-restraining forces re-
quires an understanding of the economic circumstances peculiar to
the localized economy in relation to the national economic framework.
While this understanding does not assure alteration, the successful
implementation of planned growth and development cannot help being
positively conditioned by such knowle

The rate and source(s) of progiess are revealed in part by
growth trends in personal income, one of the most widely accepted and
comprehensive indicators of growth, -Both inter-industry and com-
parative analyses can be conducted using these data. Despite the
existence of several defects in using personal income as a definitive
indicator of growth in output, this measure does mirror several
features of regional economies, includi;g continuous change in
technology and demand in relation to the creation of income by

economic sector.3

The erection of some barrier may be pursued in order to
properly channel economic assimilation (e.g., to achieve greater
economic stability), or to speed up the destruction of another
growth constraint boundary (e.g., excessive reliance on agricul-
tural activities).

3One obvious defect is that personal income estimates ex-~
clude retained corpciute earnings (a major segment of private in-
come derived from current productive activities), and include
certain forms of income not derived from current production such

M T
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Figure III-1 depicts the total personal income growth
gap in Nebraska over the postwar period. Total personal income
has increased since the late 1940's by what appears to be a con-
siderable amount when considered alone. Using the nation as a
benchmark for comparison purposes reveals far different trends,
however. A gizable growch gap is depicted 1f the national growth
rate is applied to personal income ir Nebraska for years since
1948. The total cumulative gap is almost seven billion dollars of
personal income-~an amount equal to two years of real output in
the Nebraska economy. Figure III-1 indicates that the size of
this gap for 1963 (using the 1948 base) is almost 700 million

dollars of personal income.
Income Growth Patterns and Trends

Growth in selected income components. The growth posture

of an area 1s revealed in part by examining average ammual rates of

as 0.A.S.I. benefits. For additional detail on the nature of the
composition of personal income, see U.S. Nepartment of Commerce,
National Income, Supplement to the Survey of Current Business
(Washington: U.S. Government Printing Office, 1954). A summary
description 1s contained in Wallace C. Peterson, Personal Income

in Nebraska and Nebraska Counties: 1950-62, University of Nebraska

Bureau of Business Research Bulletin No. 71 (Lincoln: University
of Nebrask., 1965), pp. 4-7.
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(billions of 1957-59 dollars)

(billions)
4.0

3.0 P 'S

l FIGURE III-1

National
Growth—p

w Nebraska
Growth

1948 1950 1952

1954 1956 1958 1960 1962

3
{ Source: Tables A-13 and A-15 of the Appendix.
F
E




95

growth in totai real personal income and selected income c:om.ponents.4
Table III-1 contains some of these data, which span the time perilods
1948 to 1963 and 1958 to 1963. Real personal income in Nebraska

has increased by nearly 1.0 billion dollars since 1948 to a total of
3.2 billion dollars in 1963. This represents an average annual
compound rate of growth of 2.42 percent a year, a substandard increase
relative to the national average. Over this same period of time,
income in the nation grew at an average rate of 3.76 percent a year,

a rate of growth more than one-half again 4s large as the state's

5

growth rate.” More recently, however, Nebraska's rate of growth

4Any subsequent reierence to "income" refers to to. .l real
personal income unless otherwise noted. Data were adjusted by the Con-
sumer Price Index for the nation to reflect growth in real terms. While
it would have been possible to adjust Nebraska data by a state price
index, this was not used because of (1) the relatively small and un-
important difference in the sta. > and national indices, and (2) the
questionatle basis for and recent discontinuation of the former. See
the U.S. Department of Commerce, Survey of Current Business, August,
1965, for additional detail on this index as well as income forms
(e.g., disposable income) not considered in this analysis.

SThis results, in part, from the use of 1948 as a base
period. The selection of 1948 as a beginning comparison year was
based upon similar cyclical patterns between the nation and state and
upon comparable patterns in relation to the ending year, 1963. See
R.A. Wykstra, Nebraska Economic Indicators, Bureau of Business Re-
search, Bulletin No. 70 (Lincoln: University of Nebraska, 1965), p. 48.
In addition, the availability of certain census data, the probable
completion of most post-war adjustment processes, and the general
income trend throughout the entire period conditioned the selection
of 1948 as a comparison year. It must be recognized, however, that
the selection of base years do change analyses of income growth patterns
considerably when comparisons are involved. This is the case for
Nebraska, in that 1948 was a high income year relative to 1947 and
1949. Therefore, differential growth rates between the nation and
Nebraska are larger than they would be if either of these two years
were used. However, for the reasons noted above, the use of 1948

appears to be more justifiable than the alternative years of 1947
and 1949.
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TABLE III-1
GROWTH IN SELECTED INCOME MEASURES,

NEBRASKA AND THE UNITED STATES,
1948, 1958, and 19632

— — —
——— en— ————

Thousands of Real Dollars® Annual Growth Rate{%!b

Income Components 1948 1958 1963 1948-63 1958-53
Nebraska
Total Income 2,209 2,717 3,164 2.42 3.10
Per Capita Income 1,746 1,963 2,167 1.45 2.00
Property Income 217 356 453 5.03 4.93
Wages & Salaries 974 1,409 1,790 4.14 6.56
Proprietors'
Income 930 788 718 -1.74 -1.87
Service Income in
Agriculture 755 537 424 -3.77 ~4.6.
United States
Total Income 247,510 355,013 432,624 3.76 3.92
Per Capita Income 1,695 2,050 2,295 2.04 2,30
Property Income 27,919 45,251 59,279 .15 5.55
Wages & Salaries 159,658 235,415 290,273 4.07 4,28
Proprietors'
Income 45,810 45,732 47,458 0.23 0.75
Service Income in
Agriculture 23,591 16,289 15,038 ~2.97 -1.59

aExcept for per capita income, all data are in thousands of 1957-59
dollars. This adjustment was based upon the Consumer Price Index for
both state and national income data (see Table A~13 of the Appendix).
It is generally believed that this may result in a slight understatement
of income in rural areas such as Nebraska. In lieu of reliable compara-
tive price data, this procedure is the best available when the concern
is that of measuring real rates of economic growth. The Nebraska price
index was not used for reasons explained in note (4) of the previous page.

bCompound rates of change.

Tables A-13, A-14, A-15, and A-16 of the Appendix.

Source:
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shows signs of converging upon the national average. From 1958 to

1963, an expansionary period for both the nation and Nebraska, total
income grew at an average rate of 3.1 percent in the state. This is
over one-half of one percentage points in excess of the overall rate
in Nebrazka from 1948 to 1962. By way of comparison, the average
rate of jrowth for the nation was 3.92 percent from 1958 to 1963.
This also represents an increase over the longe1r range 1948 to 1963
period, but a smaller one in absolute and relative terms than
occurred in Nebraeka.6 Over the entire postwar period, however,

the national rate of growth was one-half again as large as the state
rate of growth in total income.

The increase in per capita income is smaller than the in-
crease in total income for both the nacion and Nebraska, reflecting
the natural population increase. The population increase was very
small for Nebraska, however, and it did nct contribute to retardation
of per capita income gains as it did in some states. Real per
capita income in Nebraska in 1963 was 2,167 dollars. During the
15-year period ending in 1963, the average rate of growth in per

capita income was 2.04 percent for the nation in contrast to a

6This is true in spite of the fact that 1958 was a peak income
year in Nebraska, just as 1948 was a peak. In additiva, each of the
comparison years selected (1948, 1958, and 1963) is a relatively
"good" year with respect to farm sources of proprietors' income, and
therefore comparative uniformity is probably better achieved. Cer-
tainly one could select years other than these to depict different
trends, but this would require considerable selectivity to demonstrate
facts out of character with long-term income trends depicted by
these data.

ik i P 3o
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smalier average of 1.45 percent in Nebraska. During the latter
portion of this period (from 1958 to 1963), the per capita income
growth rate increased to 2.0 and 2.3 percent for the state and
nation respectively. The growth gap which has been unfavorable to
Nebraska appears to have narrowed somewhat in later years in relative
terms but it has increased absolutely from 51 dollars in 1948 to
128 dollars in 1963.

The average growth rate in total income for the nation was
nearly 60 percent larger than tie state rate from 1948 to 1963, and
about 30 percent larger from 1958 to 1963. Over the entire period,
the national growth rate in per capita income was approximately 40
percent larger than the state rate, but from 1958 to 1963 this dif-
ferential was only about 15 percent. This differential growth is
significant in terms of the effect of per capita income as it com-
pounds over a period of time. The fact that there has been a con-
siderable amount of out-migration of population from Nebraska,
which is one force that can raise per capita income, also may be of

special significance.

The overall pattern is not optimistic, but the relative growth
gap musc be recognized as having narrowed somewhat recently. While
these data are subject to the variability of income in time, this

differential postwar growth pattern is similar to that observed from

Rl

1900 to 1960, where cue state growth rate of 1.83 percent in total

income fell far short of national growth.

A e
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The three largest components of personal income are pro-
prietors' income, wage anc salary income, and properf:y income.

The income of proprietors includes net earnings of all non-incor-
porated enterprises prior to taxes. Wage and salary payments are
total renumeration to employees before any deductions, including the
value of income in kind. Property income is comprised of rents,
interest, and dividends. These, along with a special combination of
wage and salary income plus proprietors' income and service income
in agriculture are presented in Table III-1.

The growth of property income in the postwar period for
both the nation and the state was greater than growth in total
personal income. The national property income growth rate from 1948
to 1963 of 5.15 percent was slightly larger than the Nebraska rate
of 5.03 percent. The 1958 to 1963 rate of growth in property in-
come for the nation was 5.55 percent, larger than the rate of growth
for the entire period. The converse is true for Nebraska, where
there is evidence of a slight downward trend in property income.

The 4.14 percent rate of growth in the wages and salaries
component of personal income in Nebraska from 1948 to 1963 is com-
parable to the national growth rate of 4.07 percent. The shorte:
period of time from 1958 to 1962 reveals an entirely different
trend, as the rate of growth in Nebraska (6.56 percent) far exceeds
the growth rate in wages and salaries at the national level (4.28
percent) .

Maintenance of overall income growth in Nebraska at a rate

comparable to the nation may not be a reasonable expectation inasmuch

Caiidd
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as agriculture is a declining industry sector in terms of its ability
to generate net income, a fact evidenced by the trend in agricultural

service income.7

During the 15-year period ending in 1963, agri-
cultural service income changed at an average annual rate of --3.77
percent in Nebraska, while the national rate of change was -2.97
percent for this same period. Table III-1 indicates that the average
rate of decrease in agricultural service income was even more rapid
(4.65 percent) in Nebraska over the 1958 to 1963 period.

The bulk of this decrease in service income occurred in
proprietors' income (-1.74 percent), a very large proportion of
which originates in agriculture in Nebraska. In contrast, there
was a small but positive rate of growth in the United States in

proprietors' income from 1948 to 1963 of 0.23 percent per year.8

The average rate of growth in proprietors' income in Nebraska from

7Service income from agriculture includes farm wages and
salaries plus proprietors' income. Thus, incorporated sources of
income are excluded.

8Over one-half of all proprietors' income in Nebraska in
1963 originated from farm sources, compared to one-fourth for the
nation as a whole. It may be surprising to some that the Nebraska
economy appears at best, to be equal to, and at worst, to be at e
competitive disadvantage in regard to farm sources of income relative
to the nation. When this fact is recognized in conjunction with the
greater reliance of the Nebraska economy on agricultural sources of
income, the consequences are significant. Other possible factors
affecting a greater rate of decline in Nebraska service income from
agriculture are crop and price mixes and farm incorporation trends.
Interestingly enough, the average annual rate of growth of income from
agricultural sources from 1958 to 1963 confirms the 1948 to 1963
trend. PFrom 1958 to 1963 income declined 4.65 percent for Nebraska
but only 1.59 percent for the nation.
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1958 to 1963 was -1.87 percent, larger than the rate of decline for
the entire 15-year period. Proprietors' income for the nation, how-
ever, grew at a rate of 0.75 percent during the 1958 to 1963 period.9
In short, these admittedly limited data indicate that proprietors'
income in the nation grew at an increasing rate while it declined at

an increasing rate in the state.

ITotal and per capita income compariscns. Figure III-2 depicts
total personal income in Nebraska in real dollars in comparison to
the nation over the postwar period. These data utilize a semi-
logarithmic scale which gives equal space to equal percentage changes
in income, irrespective of absolute amounts. This permits the com-
parison of rates of growth and deciine on a graph. The more rapidly
rising line depicting total income in the nation signifies that the
nation is growing at a faster rate than the state. Between 1948 and
1956 total personal income in Nebraska hovered around 2.3 billion
dollars. It was during this period that the postwar income growth gap
became most apparent. From 1956 to 1963, Nebraska income increased
from 2.4 to 3.2 billion dollars, a 30.1 percent increase in a seven-
year period. In contrast, total income in the nation increased 24.0

percent during these seven years. This contrasts sharply with the

9The explanation for the relatively small decline in Nebraska
proprietors’' income is that the non-farm component is growing rapidly
and offsetting the rapidly declining farm sector.
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FIGURE III-2

TOTAL REAL PERSONAL INCOME, NEBRASKA
AND TEE UNITED STATES
(billions of 1957-59 dollars)
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entire 15-year‘period, in which income in Nebraska increased 43.2
percentcompared to 74.8 percent for the nation.

Total and per capita income data are presented in Table III-2
in conjunction with the percent change in both total and per capita
income from year to yea.r.10 Per capita income prior to 1950 was
similar on the average between the two economies, although the
Nebraska data are suspiciously irregular because of farm income varia-
tion. Nebraska's per capita income was 2,167 dollars in 1963, close to
but less than the national average of 2,295 dollars. This represents
an increase of 24.1 percent (421 dollars) since 1948 for the state.

The national increase over this same period was 35.4 percent (600
dollars).ll As was true for total income, significant growth in
Nebraska per capita income began to appear after 1956. Real per

capita income in Nebraska simply did not experience a secular increase
of any significance between 1948 and 1956, while the nation experienced
a rise of 381 dollars per capita, or 23.1 percent. Between 1956 and
1963 per capita income in the state increased rapidly, rising oy

425 dollars or 24.% percent,

10These data illustrate the nature of income variability in
Netraska alluded to earlier around the year 1948.

llAgain this analysis is significantly influenced by the use
of base years. For example, from 1950 to 1963, per capita income
increased 23.3 percent in Nebraska (410 dollars) and 29.0 percent
(516 dollars) for the nation. On this basis the relative growth lag
in Nebraska is smaller than it appears when 1948 is used, but it none-
theless exists even after substantial net out-migration.
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Nzbraska's relative growch position in personal income over the
postwar period is more pointedly displayed in Figure III-3 where
Nebraska's per capita income is depicted relative to that of the nation
in the upper portion of the diagram (measured on the left scale),
and Nebraska's total income as a percent of the national total in-
co—2 is portrayed in the lower portion of the diagram (measured on
the scale to the right). Real per capita income in Nebraska declined
from slightly above the national average in 1948 to 83.5 percent in
1956 in a rapid downward trend. This same pattern of relative deteri-
oration cccurred irn total personal income, which drcped from 0.89
percent of total income in the nation in 1948 to 0.69 percent in 1956.
After a rapid rise from 1956 to 1958, totel income in Nebraska has
leveled off at three-quarters of one percent of the national total,
as growth in total personalincome in the state has closely approximated
the national rate of growth. Per capita income has increased since
1956 to the point where it was 94.4 percent of the national average in

1963.

Changes in aggregate income components. The previous analysis

revealed that postwar income growth patterns in Nebraska are different
from those experienced by the nation. In general, a deterioration in
the growth pattern in Nebraska was observed from 1948 tc 1956. This
stagnation appeared to end somewhat abruptly around 1956 as total
personal income moved from 2.4 to 2.7 billion dollars from 1956 to

1958. Thereafter, growth in income in Nebraska was less dramatic,
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FIGURE III-3
NEBRASKA TOTAL PERSONAL INCOME AND PER CAPITA PERSONAL

INCOME AS A PERCENT OF THE UNITED STATES,
1948 to 1963

Per Capita Income Total Income

(Percent) (Percent)
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Scurce: Table A-14 of the Appendix.
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although the growth differential between the two areas narrowed as
the data portrayed in Table III-1 indicated.
Within this changing aggregative pattern, wajor shifts
were occurring as various income <omponents were growing at rates
different from the nation. Table III-3 iudicates that wages and
salaries are a smaller component of 1963 Nebraska personal income
(56.6 percent) than is true for the nation (67.1 percent). This
condition has existed throughout the 1948 to 1963 period, but the
percentage differential between the nation and state has been halved
since 1948 as Nebraska growth in wages and salaries has been very
large. Total wages and salaries in Nebraska increased 83.8 percent
since 1948 to 1.8 billion dollars in 1963, a rate of increase similar
to the national one of 81.8 percent. Tbz narrowed differential be-
tween the two areas is thus due to a smaller growth rate in total
income for Nebraska, and not a more rapid rise in wages and salaries
at the state level than in the nation.12
The property income component of personal income increased
more rapidly than total income in the nation and in the state to
453 million dollars in 1963 in Nebraska. This represents a change from
9.8 to 14.3 percent of total income in Nebraska. In contrast,

property income increased from 11.3 to 13.7 percent of total income for

the nstion from 1948 to 1963. Actually, the relative increase in the

127at is, wages and salaries, which comprised 44.1 percent of
total income in Nebraska in 1948 increased to 56.6 percent in 1963
because totel income grew slowly.
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TABLE III-3

PERSONAL INCOME BY MAJOR COMPONENT, NEBRASKA
AND THE UNITED STATES
1948 and 19632
(millions of 1957-59 dollars)

1948 1963 Percent
Income Components Percent Percent Change

Dollars Distribution Dollars Distribution 1948 to 1963

_Nebraska:
Total Personal Income 2,209 100.0 3,164 100.0 43.2
Wages & Salaries 974 44.1 1,790 56.6 83.8
Other Labor IncomeP 17 0.7 59 1.8 247.1
Property Income 217 9.8 453 4.3 108.8
Proprietors' Income 930 42.1 718 22.7 - 22.8
Farm 696 31.5 382 12.1 - 45.0
Non~farm 234 10.6 336 10.6 43.6
Other® 72 3.3 144 4.6 100.0
United States:
Total Personal Inceome 247,510 100.0 432,624 100.0 74.7
Wages & Salzries 159,657 64.5 290,272 67.1 81.8
Other Labor Income 3,237 1.3 12,276 2.8 2769.2
Property Income 27,919 11.3 59,279 13.7 112.3
Proprietors’ Income 45,810 18.5 47,458 11.0 3.6
Farm 19,976 8.1 12,210 2.9 - 38.6
Non~-farm 25,834 10.4 35,248 g.1 36.4
Other® 10,885 4.4 23,3538 5.4 114.4

8Tsrtals may not add due to rounding.

bIncludes employee contributions to private pensions and related
programs plus compensation for injuries and pay of military reservists.

CAll transfer payments less social insurance contritiucions.

Source: Tsables A-13 and A-17 of the Appendix.
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state (108.8 pércent) was less than the national rate (112.3 percent),
although growth in property income in Nebraska far exceeds the rate of
change in total income of 43.2 percent for the 15-year period terminat-
ing in 1963. Both the "other labor income" and "other" categories
(the latter is comprised largely of transfers and 0.A.S.I. contribu-
tions) increased as a share of total income in the 1948 to 1963
period in the state and nation, although in each instance the propor-
tional increase was less in Nebraska than in the nation.

The large variation in income growth which exists between the
two economies is almost entirely due to differentizl patterns of growth
in proprietors’' income. From 1948 to 19¢7 proprietors’ income in
Nebraska declined 212 million doliars, or 22.4 percenti. Thirc Incoms
compenent conatituted 22.7 percent of :orzl incu~c in Neoraske fa 1963,
compared to 42.1 percent in 194%. During this szme period, proprietors’

-

income in the nation increased by 3.0 percent, zithough it dec:easad
in relative importance from 18.5 to 11,0 poreanc ¢f Lotal income in the
nation.

Non-farm p_-oprietors’' income has .Laintained i:s relative im-
portance in Nebraska, comprising 10.€ percent of totzl income in 1963
and 1948. Proprietors' income frum pon~farm sources was 10.4 percent
of total income in 1948 for the nation, buf decrcased in relative
importance to 8.1 pzrcent by 1963. This increzsing relative importan.e

in Nebraska is attributable to {1) & slower rste of growth in total

income in the state, and (2) a more rapid rate of expansion in non-farm
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proprietors' income in the state than in the nat:l.on.l3

Proprietors' income from farm sources was 696 million dollars,
or 31.5 percent of total personal income in Nebraska in 1948. Since
then it has declined to one-third its previous relative importance,
or to 12.1 percent of total personal income in 1963. This is a decline
‘,;“ of 314 million dollars or 45.0 percent. This relative decline is in
| excess of the national decline in farm sources of proprietors' income
which averaged 38.6 percent. In addition, the nation has become much

less reliant on the farm purtion of proprietors' income with the passage

of time, as it constituted only 2.9 percent of total income in 1963.

iﬁi{?ﬁ Shifts in Sources of Income
%;ﬁ;- Shifts in aggregate income components. Relative growth patterns

are brought into sharper focus when income sources are examined in the
shift-differential context as in Table III-4 below. Because the Nebraska
aconomy grew at a slower rate than the nation, a downward shift or

growth gap of 695 million doliars in total personal income occurred

between 1948 and 1963.1%4 Nearly two-thirds (446 million dollars) of

this total gap is a product of the mix effect; i.e., disproportionate

reliance in the state upon income components whick have grown slowly

13%on-farm proprietors’ income iacreasad 43.6 percent s’nce 1948
in the state and 36.4 percent in the nation.

laAgain, the time problem is apparent. The use of data repre-
senting 1947 or 1949 presentsa less serious growth picture for Nebraska
in that the growth gap is reduced by approximately 150 billion dollars.
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at the national level. An area disadvantage of 250 million dollars
also occurred between 1948 and 1963.

Table III-4 indicates that much of this overall growth gap is a
result of changes in farm sources of proprietors' income, which ex-
hibited a growth gap or a downward shift of 834 million d:llars over the
1948 to 1963 period. A smaller downward shift of 73 million dollars
also exists for Nebraska non-farm proprietors' income producing a total
growth gap 21 proprietors' income of 907 million dollars. The farm
portion of proprietors' income exhibited a small area disadvantage,
whereas the non-farm proprietors' income component experienced a small
area advantage. The total growth gap of 907 million dollars in pro-
prietors' income contained a 246 million dollar area disadvantage.
Substandard growth in Nebraska resulted from the greater relative
importance of this income component to the Nebraska economy (the mix
effect), and to a lesser extent because of Nebraska's area disadvantage
in proprietors' income.

Wage and salary sources of personal income grew more rapidly
than total personal income as a result of a favorable 70 million dollar
mix effect which was complemented by a smaller area advantage to pro-
duce an upward shift or a "positive' gap. Table III-4 also indicates that
property income has contributed to income growth in Nebraska through a
positive mix effect. of 82 miiliorn dollars. This sas offset by an
eight million dollar area disadvantage between 1948 and 1963.

Table III-4 also contains data for the 1958 to 1963 period.

There exists a comparatively smaller growth gap for Nebraska over this
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period of time of 148 million dollars.l’® The unfavorable economic

structure of the state is again reflected in the mix effect, in that
growth in total personal income in the state was dominated by a

143 million dollar downward shift in proprietors' income due to the

mix effect. The growth gap in farm sources of proprietors' income
was 243 million dollars. This is much larger than the total overall
gap as Table III-4 indicates. Again, this overall growth gap is
related primarily to farm source of proprietors' income where the
growth gap was 222 million dollars.

The area disadvantage factor is also unfavorable tu Nebraska
in the 1958 to 1963 period, as farm sources of proprietors' income
declined more in the state than in the nation. The area disadvantage
in proprietors' income is proportionately larger in the shorter 1958
to 1963 period when it comprised 41.9 percent of the total growth
gap compared to 1948 to 1963 when the are. disadvantage constituted

21.6 percent of the total growth gap. This increasing area dis-

advantage in farm sources of proprietors' income is a most bother-

some development, although it appears to reflect farm income variability
as much as secular trend forces. What is significant though, is that
Nebraska does not exhibit a competitive advantage in farm sources of

proprietors' income compared to the nationm.

LThe average annual giowth gap for the entire 1948 to 1953 period
was 43.4 million dollars as compared to 24.7 million in the shorter
period of time from 1958 to 1963.
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These data suggest that the competitive position of Nebraska
agriculture has deteriorated or at best just held its own in recent
years relative to the nation to the extent that this is represented
by net income data. More important, these data also indicate that a
sizable growth penalty has been attendant to heavy reliance on agri-
cultural income; i.e., the industry mix pattern in the state. Because
annual income variations do play a large role in the area advantage
effect, it is probably more realistic to assign more importance to
the mix effect. That is, market access for the agricultural industry
is an important restraint upon economic growth in the state, in addi-
tion to the fact that one has some reason to suspect that market
access may be somewhat unfavorable for agriculture in the state.

Some evidence of the latter is furnished by the growth gap in pro-
prietors' income of 243 million dollars from 1958 to 1963 which

would have been less if farm sources of proprietors' income in Nebraska
had declined only at the national rate. The area disadvantage of

100 million dollars is evidence of a more rapid state decline.

Unfortunately, these income data are much too aggregative to
give anything but the most general indication of the problems and
potential of income sources. More specific sectors of the economic
structure of the state must be analyzed to determine industry weaknesses

and strengths more exactly.

Sources of income by industry. All but two components of

personal income are allocated by industry category as participation

aasnili ST NI i S mar e Bl AR - o 1.
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income by the Department of Commerce. These two sources of income,
property income and transfer payments plus government payments to the
military, comprise about one-fifth of total personal income for the
state and the nation. The remaining proportion of personal income
normally is referred to as participation income earned from current
production. This includes income from wages and salaries, other
labor income, and proprietors' income.l6

Table III-5 presentg participation income for Nebraska for
the years 1948, 1958, and 1963 along with percentage changes between
these years. From 1948 to 1963 total participation income in Nebraska
increased 30.1 percent .: approximately 2.5 billion dollars, slightly
less than one-half the rate of increase for the nation as a whole.
Between 1958 and 1963 participation income in Nebraska increased
15.0 percent in comparison f.o an increase of 23.8 percent for the
United States. This is still a relatively large difference in growth,
although the differential has narrowed considerably compared to the
period from 1948 to 1963.

The largest relative gain in participation income came from
the mining industry sector, but the absolute amount in 1963 (11 mil-
lion dollars) was small. Over this 15-year period of time, only
transportation and farm sources of participation income grew at

rates less than the state average. Between 1948 and 1963, transpor-

tation sources of participation income in the Nebraska economy increased

16Other labor income is largely pension and health and welfare
income.
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19.8 percent to 151 million dollars, compared to a 27.8 percent increase
at the national level. This comparatively disadvantageous growth is
even more obvious when one examines the data since 1958. From 1958 to
1963 there was no growth in this sector of the Nebraska economy, whereas
transportation sources of income in the nation expanded by 9.3 percent.
Participafion income from farm sources declined 44.0 percent in Nebraska
from 1948 to 1963, while the average decline for the nation was 36.4
percent. The currency of the agricultural situation in the state .of
Nebraska again is exemplified by the relative decline in farm sources

of participation income between 1958 and 17 .3 for the state (2615 per-
cent) compared to a much smaller decline (11.6 percent) for the nation

over this same period of time.17

Between 1948 and 1963 participation income from construction in
Nebraska increased to 175 million dollars, a rise of 103.5 percent.
This compares to an increase of 89.6 percent for the nation as a whole.
From 1958 to 1963 the growth rate of 42.3 percent in comstructiou in
Nebraska was nearly three times as large as the national change of
16.0 percent. The rise in participation income in manufacturing in
Nebraska was 103.0 percent over the 15-year period, whereas the national
increase was 70.2 percent. In 1963 participation income originating
in manufacturing in Nebraska was 339 million dollars, an increase since

1958 roughly propcrcionate to the increase at the national level.

17It must be remembered that conversion of these data to real in-

come amounts can influence rates of growth in a given ares, but the con-
version of data for both economies does not change the comparative rates

of advance or decline.
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Wholesale and retail trade industries are also important sources
of participation income in Nebraska in an absolute sense; however, the
percentage growth over the 15-year period ending in 1963 was 45.3 per-
cent in Nebraska as compared to 52.7 percent for the nation as a whole.
The trend in the trade sector since 1958 is just the reverse, in that

growth has been more rapid for Nebraska (22.2 percent) than for the nation

(17.8 percent).18 Participation income emanating from communications
and public utilities amounted to 65 million dollars in 1963, a 124.1
percent increase over 1948. This represents a larger relative rate of
growth than occurred in the nation as a whole (95.0 percent) for the
1948 to 1963 period. The rate of increase from 1958 to 1963 for the
state was 22.6 percent, which also exceeds the national growth rate of
17.1 percent for this same period.

Participation income originating in the services sector has in-
creased 104.0 percent for the state of Nebraska, as compared to a
slightly larger increase of 109.7 percent for the nation from 1948 to
1963. Participation income in services was 306 million dollars in 1963
in Nebraska, an in-rease of 82.1 percent since 1958. For this latter
period of time, participation income in services increased 67.2 percent
for the nation. Participation income in the state from finance in-

dustries gre. it a rate compe.able to the nation over both periods of

18The trade and transportation industries are the only sources of
participation income which grew at a rate below 100 percent in Nebraska
over this 1948 to 1963 period, whereas the finance, services, and
government sectors were the only sectors which expanded in excess of
100 percent in the nation.
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time. The government sector has grown less rapidly in the state than

e e A taae e a e

in the nation over both periods of time. In 1963 participation income

originating in the government sector in Nebraska was 314 million dollars,

an increase of 107.9 percent since 1948 and an increase of 30.8 percent |
since 1958. The national increase for similar time periods was 160.1 1

and 37.1 percent, respectively.

Relative industx+ specialization. Table III-6 indicates the

importance of these 11 income sources relative to total participation
income for the state and the nation. Agriculture, which was the source
of 39.8 percent of Nebraska participation income in 1948, has declined
in relative importance since then. In 1963, 17.1 percent of partici-
pation income originated from the farming sector in Nebraska ccmpared
to 4.4 percent in the nation.1?

There has been a small gain in the relative importance of whole-
sale and retail trade industries, as participation income originating
in this sector amounted to 22.0 percent of total participation income
in 1963, up 2.3 perc:ntage points since 1948 in Nebraska. The same
trend has not occurred at the national level. Table III-6 indicates

that the trade sector has become relatively less important to the

nation, falling from 20.7 to 19.1 percent of the total participation

income in 1963. Manufacturing was third in importance to the Nebraska

195 sizable proportion (9.7 percentage points) of this relative
decline in the farm sector has come about since 1958 when participation
income originating in the agricultural sector comprised 26.8 percent of
total participation income.
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TABLE III-6

DISTRIBUTION OF PARTICIPATION INCOME AND LOCATION QUOTIENTS,
NEBRASKA AND THE UNITED STATES,
1948 to 19632

(pexcent)
Nebraska
1948 1962 Location
Industries United United Quotient
Nebraska States Nebraska States 1948 1963
Total 100.0 100.0 100.0 100.0
Farming 39.8 11.5 17.1 4.4 3.46 3.89
Mining 0.1 2.2 0.4 1.1 .05 .33
Construction 4.5 5.6 7.1 6.4 .80 1.11
Manufacturing 8.8 28.5 13.7 29.2 .31 47
Whls. & Retail

Trade 19.7 20.7 22.0 19.1 .95 1.15
Fin., Ins., &

Real Est. 2.9 3.5 5.6 5.2 .83 1.08
Transpor%&tion 6.6 6.1 6.1 4.7 1.08 1.30
C..m. & Public

Util. 1.5 2.4 2.6 2.8 .63 .93
Services 7.9 10.7 12.4 13.5 .73 .92
Goverament 7.9 8.5 12.7 13.2 .93 .96
Other 0.1 0.3 0.2 0.4 .33 .50

87otals may not add due to rounding.

Source: Table III-5.

economy as a source of participation income in 1963, furnishing 13.7
percent of total participation income. This is an increase of 4.9
percentage points over 1958, a period when the nation did not experience
a significant increase in manufacturing as a source of participation

income. While manufacturing has become relatively more important to
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Nebraska, it remains significantly under-represented as a source of
income to the Nebraska economy when compared to the nation, which
obtains 29.2 percent of total participation income from the manu-
facturing sector.
Service and government sectors each were next in importance
to the Nebraska ecoriomy as sources of income in 1963, exhibiting rela-
tive distribution patterns similar to those observed at the national
level. In 1963 services constituted 12.4 percent of the Nebraska
participation income, an increase of 4.7 percentage points over the
15-year period under consideration. Government comprised 12.7 percent
of Nebraska's participation income in 1963, an increase of 4.8 percentage
points since 1948. The increase in government as an income source in
Nebraska is similar to that exgerienced at the national level, but
services did not increase in relative importance as rapidly in the
nation as they did in Nebraska. The Nebraska economy also obtains a
smaller prcportion of pa?ticipaﬁion income from these two sectors than
does the national economy.20
There are numerous other differences between the distribution of
participation income in the state and the national distribution by

industry source. Construction, for example, comnstituted 7.1 percent

of participation income in the state in 1963, an increase since 1948

20Mogt of the increase in services as a source of income to the
Nebraska economy has come about since 1958, when services constituted
7.8 percent of total participation income. This is an experience
paralleled at the national level. Government has increased relatively
steadily since 1948 as a source of income.
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of 2.6 percentage points compared to a 0.8 percentage point increase

for the nation. Similarly, finance became a more integral sector for
the state of Nebraska over this period of time just as it did for the
nation as a whole. Transportation, on the other hand, declined more
rapidly for the nation (1.4 percent) than it did for Nebraska (0.5 per-
cent).21

Table III-6 alsc contains location quotients (Lq) for the
Nebraska economy for the years 1948 and 1963. As was noted earlier,
these ratios indicate the extent to which income is specialized in
one sector in the state relative to the nation. While this is an
admittedly crude procedure for ascertaining export and import market
tendencies it nonetheless furnishes worthwhile insights into the
economic structure of an area. Participation income originating from
farm sources was 3.46 times as important to the Nebraska economy as
the nation in 1948. In 1963, even gresater specialization occurred for
farm sources of income, as the Lq value was 3.89 fer Webraska.zz Trans-
portation was another specialized sector in 1948, in that 1.08 times as

much income was generated at the state level in this sector than was

211t must be remembered that just because increasing relative
amounts of participation income are derived from a given sector in tne
Nebraska economy relative to the nation, this does not mean that growth
in income is more rapid in Nebraska, or that it has occurred at all.

22
The data for 1958 indicate still more specialization (L, =
4.32) in farm sources of participation income. This reflects, in part,
a relatively good year in terms of agricultural income in Nebraska

compared to the nation.
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true of the natisu. In 1963, relative specialization in transpor-
tation had increased for the state as the Lq value was 1.3 which
suggests that Nebraska may be exporiing in this sector.

In 1948 communication and public utility industries were a
relatively undexr-represented source of income for the state (Lq =
.63) as was alsc true for manufacturing (Lq = ,31). This may in-
dicate reliance on imports. By 1963 income originating in manufacturing
in Nebraska had increased relative to the nation, as the Lq value
rose from .31 tu .47 for the state. The manufacturing sector on balance
was very much under-represented in Nebraska in 1963, and appears to be
a dampening force on the multiplier; i.e., it is detracting from the
income flow and growth rate of the state. At the same time the Lq value has
increased from .31 to .47 which 1ndicates a tendency to become more
self-reliant over time. S5imilar to manufacturing, the construction,
trade, and finance sectors became more important to the state economy
with the passage of time. In 1963, more of Nebraska's income came
from these three sectors than was true for the nation as a whole.
Specialization increased dramatically for the communications and public
utilities sector as the Lq value moved from .63 to .93 percent of
national speciualization in this sector. Specialization in government
and services recmained below the, national values (Lg < 1.0) and
appeared to change in rough proportion to nsiional changes.

The percentage data contained in Table III-6 can be utilized
in such a way as to indicate the extent of overall specialization or

diversification in the state and national economies. An aggregate

T e e T B tor -'”‘_‘—ﬂ
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specialization index can be developed by arraying participation income

Sl d

by industry category, starting with the most important (i.e., the

largest percentage value)and moving to the least important in that
order. These percentages are then cumulated from the highest to the
lowest and the cumulative total is summed. The specialization index
g (S) is:

(-—2-— . 100)

where (B) is the cumulative total percent distribution obtained as

described above, and (n) is the number Of industry categories.23

9

23pan example might be helpful. Assume that a hypdthetical
economy has four industry sectors and all income originates in one
sector--i.e., specialization is complete. Cumulatively, we have a
\ distribution of 100 + 100 + 100 + 100 = 400, i.e., B = 400. In this
1 case n = 4 and our index of specialization (S) 1is:

400 - (_3_ . 100)
S = 2 = 1,0

3
(_2—- . 100)

Conversely, a four sector economy which was perfectly distributed with
respect to the origin of income would have a B value of 25 + 50 + 75 +
100 = 250, and

5
] 250 - (= . 100)
3 S = 2 = 0.0

i 3 . 100 ]
2

A comparison ¢f this type is influenced by the degree of industry
disaggregation which must be equal in comparison areas. This index is
th2 result of related material in Walter Isard, Methods of Regional
Analysis: An Introduction to Regional Science (Cambridge: The M.I.T.
Press, 1960), pp. 273-75, and discussion with T. W. Roesler of the
Department of Economics, University of Nebraska and Lowell Ashby of the
Office of Business Economics, U.S. Department of Commerce.
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Spe:ialization indices calculated for the Nebraska (S8) and the
national (S") economies in the manner describad above are 5% = .622

and S® = .559 for 1948. A relative index (S$) is easily obtained for

Nebraska by:
_ g8 .662

. Sz = gA» OF [559 ~ 1-11

A value for Sg greater than unity indicates that specialization in the
state exceeds specialization for the nation, whereas a value less than
unity depicts the converse. The state was more specialized in 1948

than the nation as the index value (S§ = 1.11) reveals. The speciali-

zation index for Nebraska (S®) in 1963 was «556, indicating relativelv
less specialization in the state economy compared to 1948. This is due to
the changes in agriculture's importance. The national specialization
index value (S®) was .535 for 1963, about the same as 15 years earlier.
These data furnish a crude indication of specializaticn. This may not

be as useful an indication of specialization as indusi:ry location quo-

tients are becesuse it does not reflect industry shiftu.

Shifts in participation income. The slow rate of growth

of the postwar Nebraska economy is reflected in the shift-differ-
ential analysis in Table i1I-7 below. The growth gap for Nebraska
from 1948 to 1963 in real participation income was 685 million dollars.
Most of this gap (588 million dollars, or 86.0 percent) was due to un-
favorable industry mix patterns in the state. The remainder represents

an area or competitive disadvantage for the state of Nebraska. The
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manufacturing, mining, construction, communications, and finance sectors
were the industry categories which exhibited an area advantage in income
from 1948 to 1963 in the state of Nebraska, but the total is small.
Higher than national average growth rates for the construction, manu-
facturing, finance, communications, services, and goverument sectors
produced positive mix effects which contributed to a lowering of the
net growth gap for the state.

Total income data analyzed earlier suggested that the
agricultural sector was a major source of difficuity with respect to
sluggish growth rates in income and, in fact, more than accounted for
the total growth gap in total persona.. income. This conclusion is sub-
stantiated again by analysis of participation income in Table III-7, where
this sector exhibited a 834 million dollar growth gap (93 percent of
which is of the mix type) from 1948 to 1963 and a gap of 290 milliom
dollars from 1958 to 1963. This is indicative of the highly specialized
nature of the Nebraska commitment to the agricultural sector and the
disadvantages which have been attendant to specialization in agriculture
in the postwar period.

Growth gaps in particijs*ion income existed only in the
trade and transportation industries. Industries other than the afore-
mentioned three have grown faster than the all-industry rate of growth
for the nation and, as a cciscquence, a positive growth gap or an

upward shift of 32 million dollars exists for comstruction, 61 million

dollarz for manufacturing, 47 million dollars for finance, 57 million
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dollars for services, 17 million dollars for communications, and 63
million dollars for government.

Income originating in some of these industry sectors has
increased more rapidly in Nebraska than for the nation between 1948
and 1963, as is indicated by positive values in the area advantage
column. Participation income for manufacturing has grown more rapidly
in Nebraska by the iandicated 55 million dollar competitive advantage
which, when added rc a favorabie mix effect, reduced the overall growth
gap by 61 million dollars. Similarly, the comstruction, mining, finance,
and communications sectors have grown more rapidly in the state of
Nebraska than they did for the nation, although the amounts are rather
negligible. Approximately two-thirds of the construction industry's
32 million dollar contribution toward reducing the overall growth gap
is a result of more rapid growth in Nebraska than in the nation. On
the other hand, there is an area disadvantage of 79 million dollars
in the government sector; i.e., growth in government sources of parti-
cipation income in the state of Nebraska has been less than that at

the national level. Similarly, the 1is an area disadvantage in services.

Wholesale and retail trade industries also exhibited a less rapid rate
of growth in the state than was true for the nation as a whole, and the
national rate of growth for this sector was less than the national av  age.
Thus, there exists a 28 million dollar area disadvantage and an unfavor-
able 51 million dollar mix effect. Consequently, this irdustry contri-
buted to enlargement of the growth gap in participation income by

78 million dollars.
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Data for 1958 to 19€3 indicate somewhat similar trends. There
does not appear to be any arpreciable reduction in the rate of decline
of the agricultural sector on an annual basis. The net growth gap for
the entire economy of 188 million dollsrs for this five-year period is
again smaller than the toial gap in agriculture, which amounted to
290 million dollars. Once again, keeping the growth gap at a level
less than that which occurred in the agricultural _ector required more
rapid rates of growth in other sectors of the Nebraska economy. The
services, gocvernment, and construction sources of participation income
have exhibited this tendency.z4

Between 1958 and 1963, there were several sectors in the
Nebraska economy which exhibited an area advantage in participation
income by growing more rapidly than the same sector at the national

level. Cona*:iuction, for example, grew more rapidly than its national

counterpart. Consequently, there wars a net contribution, or a lowering

of the growth gap by 23 million dollars, in spite of the fact that the
construction industry grew less rapidly than the national average, as
is indicated by the -10million dollars mix effect. Income originating
in vholesale and retail trade grew more rapidly between 1958 and 1963
in the state of Nebraska than the counterpart industry for the nation

as a whole. This is a reversal of the trend indicated earlier when,

24The extent to which services are expanding is illustreted by
comparing the upward shift in services, a 98 million dollar contribution
toward lowering the growth gap from 1958 to 1963 to the 57 million
dollar upward shift over the longer period, 1948 to 1963.
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between 1948 and 1963 there was an area disadvantage for the Nebraska
trade sector. Income originating in the government and transportation
sectors reveals a competitive disadvantage in the state of Nebraska.
The data suggest that net income problems in the agricultural sector
are not being corrected, in that the area disadvantage from 1958 to
1963 of 86 million dollars is greater than that for the 1948 to 1963
period. This competitive disadvantage, when added to the siuggish
growth rate of the nation as a whole in this sector (the large acgative
mix effect), results in the 290 million dollar growth gap of agriculture.

The analyses above reveal ¢ :'-.hing less than an optimistic
profile of income growth in the postwar Nebraska economy. This is
particularly true in terms of volume measures of income growth (e.g.,
total income). The reverse was true to a limited extent with regard
to per capita income patterns, where growth in Nebraska was shown to
be favorable in recent years when compared to the nation, although
per capfta income in MNebraska was 128 dollars less than the national
level in 1963. Income growth patterns such as those which have been
revealed must be made the target of corrective policies. This re-
quires first that residents of Nebraska recognize these patterns of
decline and remember that the :income gap does interact with the loss

of human cesources.2> The reality which growth patterns such as these

25Data from Chapter IV depict net out-migration and the

potential population lost from 1948 to 1963.
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produce can be revealed in part by an examination of income distribution

levels in Nebraska relative to the nation with the passage of time.

Comparative Income Distribution

The pace of technological change in recent years has released
a mass of human resources from agricultui«! occupations. Non-farm
economic growth is an important antidote which is necessary to the
state if released manpower is to be absorbed productively. Those
facts examined thus £far suggest that develonment of nen-agricultural
industries has not been rapid enough, as the rate at which manpower has
been released has taxed the state's ability to exhibit growth comparable
to the rest of the nation. Nearly all important non-agricultural
industries grew at least as rapidly as the same sector in the nationm,
however. To expect even better than national performance from Nebraska's
industries may not be reasonable. The failure of the population to
grow at a rate necessary to sustain a viable economy and the rapid
decline of agriculture production as a source of income cannot help
having personal ramifications upon residents of the state. This is
reflected in part in the distribution of famnily income.

Family income data differ from the concept and estimates of
personal income discussed earlier. The former includes wages and

salaries, self employment income, income from royalties, rents, interests,

dividends, transfer-payments and excludes income in kind. Limited use

of these data presented here on a current dollar basis is necessary to

gain additional insights into the impact of economic growth in Nebraska.
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fable III-8 depicts median money income for families and unrelated
individuals for the years 1950 and 1960. Median family income for
families and unrelated individuals in Nebraska was 4,065 dollars in

1960, 726 dollars less than the comparable figure for the United States.

TABLE III-8

INCOME CHARACTERISTICS OF FAMILIES AND UNRELATED INDIVIDUALS,
NEBRASKA AND THE UNITED STATES,
1950 and 19602

4

i

A

7
Neprassa vniLed SiduEs
Percent Percent
1950 1960 Change 1950 1960 Change

Median ($)

Rural Families 2,148 3,243  51.0 1,944 3,746  92.7

Urban Families 2,737 4,861 11,6 2,971 5,198  15.0
All Families 2,436 4,065  66.9 2,635 4,791  81.8
4 Under $3,000

Rural Families 68.4 46.5 -21.9 69.8 41.8 -28.0

8Current dollars of 1949 and 1959 income reported in 1950 ard
1960. Totals may not add due %o rounding.

Source: U.S. Department of Commerce, Bureau of the Census,
Census of Population: 1960, PC(1), 29(C), p. 166 and 1(C), p. 227.

In 1950, however, the differential between the st:ate and nation was only
199 dollars. Over this decennial period, the median money income of
families and unrelated individuals in Nebraska iacreased 66.9 percent as

compared to 81.8 percent for the nation as a whole.
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This analysis can be disaggregated into a rural-urban basis
to help explain the gap between the two economies. The median money
income level for the urban community in Nebraska increased 77.6 percent
over this decennial period to 4,861 dollars in 1960. This compares
favorably to a national increase of 75 percent for urban families over
the same period. However, median money income in the United States
was 337 dollars higher than in the state of Nebraska in 1960. This
represents an increase of about 100 dollars in the absolute gap between
the urban areas of the state and nation over the 10-year period.

For rural families there was an ahsolute increase in the
overall gap between the state and nation from 199 to 726 dollars be-
tween 1950 and 1960. In 1960, median money income in the rural sector
in the state was 3,243 dollars, a 51.0 percent increase over 1950. In
contrast, the comparable figure for the nation in 1960 was 3,746
dollars, an increase of 92.7 percent, or 1,802 dollars over the de-
cennial period. During the same period, money income for families
ard unrela:«~d individuals in rural Nebraska increased 1,095 dollars.

In 1950, rural residents in Nebraska had a median money income (2,148
dollars) in excess of their cohorts in the nation (1,944 dollars),
whereas in 1960 the reverse was true in the amount of 503 dollars.26

Table III-8 also provides some crude insights into the pattern

of income distribution in Nebraska as compared to the United States

26The urban-rural breakdown used is based upon definit:ions
adopted for use in the 1960 census, where the rural sector is com-
prised of farm and non-farm components.




134

in the poverty frame of reference. In the rural, urban, and total
categories, the percentage of Nebraskia's residents having money incomes
under 3,000 dollars exceeded the national average in 1960. In 1960,
for example, 37.5 percent of all Nebraska residents had incomes less
than 3,000 current dollars, 5.0 percent more than was true at the
national level. This occurred concurrent to a 24 percent reduction in
the number of persons in this class for both the state and the nation
since the 1950 census. As expected, a large percentage of rural residents
had incomes under 3,000 current dollars in the state and nation. In
Nebraska, 46.5 percent of the rural component had incomes under 3,000
current dollars in 1960, compared to 41.8 percent for the nation as a
whole. From 1950 to 1960, there was a reduction of 21.9 percent in

the proportion of rural fémilies with incomes of 3,00C currzat dollars
or less in Nebraska. This compared to a much larger reduction of 28.0
percent for the nation. Rural farm incomes, which are very significant
in an absolute sense to the state of Nebraska, appear to have failed to
increase as rapidly in the state as in the nation from 1950 to 1960.
Another possibility is that rural non-farm income and growth patterns
are different between the two economies. A still more detailed break-

down of data can assist in making this determination.

Garat b0 i)




PRIV TR T e e

o

O TRRTTITIPR CRUNE VRN TR TV T POTTERRTET . TTTE ATY M TGS T T e

TEE SN Ty

DALl St A

135
The data in Table III-9 depict median money income for families.

27

These data can be used to explain the rural differentials between the
nation ard state and, .a addition, they supplement the previous evidence
concerning the incidence of poverty in the state. The difference in
overall median money incomes is a product primarily of the difference
in rural non-farm incomes. 1In 1960, the median current income of the
rural non-faim family in Nebraska was 4,184 dollars, 566 dollars less

than the naticnal average.

The median money income of all f..ilfes in hebraska in 1960
was 4,862 dollars, nearly 800 doliars less than the national average.
This is reflected in the proportion of families with money incomes less
than 3,000 dollars which was 26.1 percent of the 365,800 families in
the state. In contrast, only 21.4 percent of all families in the
nation as a whole received less than this amount in 1960. The median
level for urban residents was lower in the state than for the nation;
however, the incidence of urban poverty as evidcaced by incomes of less
than 3,000 current dollars was less for Nebraska than for the United
States,

Approximately one out of four Nebraska families received incomes

of less than 3,000 current dollars, whereas approximately one out of

2‘VUtu:elat:ed individuals comprised 22 percent of the Nebraska
total population in Table III-8 compared to 23 percent for the nation
as a whole, In addition to persons who are unmarried, this group
includes widows and widowers. For purposes of this admittedly terse
treatment of inc<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>