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FARM INCOME IN NEBRASKA

Provisional U.S. Department of Commerce data on personal
income for 1974 indicate that last year was not a particularly
good year for Nebraska.! Nebraska was one of only four states in
which total personal income (undeflated for price changes) de-
clined from 1973 to 1974. During the five-year period from 1969
to 1974, moreover, Nebraska was estimated to have experienced
the slowest growth in per capita income of any of the states in
the nation. This “poor” performance on the part of the Nebraska
economy is the result of developments in the agricultural sector
(especially the 1974 drought and depressed livestock market).
The estimates show a decline of 78 percent in Nebraska farm
proprietors’ income from 1973 to 1974. The farm proprietors’
income estimates show a decline (of 30 percent) at the national
level from 1973 to 1974, but this decline was not nearly as sharp
as the Nebraska decline. Nationally, 1974 was the second-best
year for farm income on record (following 1973) and was 62 per-
cent above the 1969 level. In Mebraska, 1974 was the lowest year
for farm income since 1964 and was 45 percent below the 1969
level. For both the periods 1973-1974 and 1969-1974 nonfarm
income in Nebraska was estimated to have increased slightly
faster than for the nation as a whole.

FARM INCOME FLUCTUATIONS

Farm income in Nebraska has often fluctuated considerably
from year to year. For this reason, and because farm income is
very difficult to measure reliably, a great deal of caution should
be exercised in interpreting estimated changes in both farm in-
come and total personal income for the state. In particular, the
data suggest sharply different patterns of total and farm income
changes in Nebraska relative to the nation, depending on the
period chosen for examination. For example, in contrast to the
1969-1974 period when per capita personal income in Nebraska
increased at only 80 percent of the national rate, the period 1968-
1973 witnessed a rate of growth of per capita income in the state
that was 146 percent of the national rate. Changes in nonfarm
income did not contribute at all to the contrast in the Nebraska
and national growth patterns for these two periods. (In fact, non-
farm income changes tended to reduce the contrast.) The con-
trast in farm income change for the two periods, however, was
very sharp. While estimates show farm proprietors’ income in
Nebraska dropping 45 percent from 1969 to 1974, they show an
increase of 260 percent from 1968 to 1973. Nationally farmers
fared much better than Nebraska farmers over the 1969-1974
period (enjoying a 62 percent increase in income), but not nearly
as well as Nebraska farmers over the 1968-1973 period (when the

"The provisional 1974 data appeared in the April, 1975, issue of the

Survey of Current Business published by the Bureau of Economic Analysis
of the U.S. Department of Commerce.

national increase was 163 percent).

In Nebraska farm income is more volatile and is also a larger
fraction of total income than is the case nationally. Measures such
as total income and total per capita income have moved much
more erratically, therefore, for the state than for the nation.
Fluctuations in farm income in Nebraska not only have been
particularly great in recent years, but also have generally been
substantially greater than nonfarm income fluctuations. In the
period from 1960 to 1974, for example, year-to-year changes in
total personal income excluding farm proprietors’ income ranged
from a low of 3 percent (1962-1963) to a high of 11 percent
(1973-1974), while changes in farm proprietors’ income ranged
from an increase of 85 percent (1972-1973) to a decline of 78
percent (1973-1974). Nonfarm income grew steadily over this
period (although much of the growth in recent years has been the
result of inflation), while farm income increased in only seven of
the fourteen annual periods from 1960 to 1974.

For the seven annual periods since 1960 in which Nebraska
farm income increased, the increases ranged from 6 percent to
85 percent, with an average increase of 42 percent. For the seven
annual periods since 1960 in which farm income declined, the
declines ranged from 6 percent to 78 percent, with an average
decline of 23 percent. On balance, the increases in farm income
during “good” years have been greater than the declines during
“bad” years. The magnitude of the changes have become so large,
however, that it is difficult to identify basic trends in farm in-
come. During the early 1970s, for example, farm incomes rose
significantly through 1973, but farm income in 1974 was less than
one-fourth of the 1973 level and lower than all but one other
year since 1960 (even with no allowance for inflation). Therefore,
even if there is a long-run tendency for farm incomes to rise along
with nonfarm incomes, this tendency provides very little help in
predicting the level of farm income in Nebraska for any particular
year.

DATA QUALITY

Volatility is not the only problem which tends to make farm
income data difficult to use. In fact, the most serious problems
associated with farm income data relate to its quality. Farm in-
come is much more difficult to measure than many kinds of in-
come (such as wage and salary income). Also, different sources of
information frequently give quite different indications of the
level of farm income. Various alternative estimates of the level of
farm income, in turn, result in quite different indications of the
well-being of the farm sector and of states like Nebraska which
rely heavily on farming. Based on income data for 1969 collected
in the 1970 Census of Population, for example, per capita income
in Nebraska was 90 percent of the (Continued on page 6)
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INCOME AND PURCHASING POWER

Total personal income in 1974 rose by 9% reaching a total of $1,150.4
billion. However, disposable personal income adjusted for price in-
creases declined 2.6%—the first drop since 1949. The Conference Board
reports that taxes continue to absorb a large share of personal income,
22.8% in 1974. Social security contributions constituted the fastest grow-
ing segment of total tax: they rose 283% between 1964 and 1974. State
and local, and Federal income taxes rose 266% and 170%, respectively,
during the same ten-year period. Taxpay er’s income continues to erode
due to higher taxes and a higher rate of inflation. The purchasing
power of the dollar further deteriorated in 1974 to approximately 48
cents in terms of the 1949 dollar. In order to maintain purchasing

power, taxpayers today must earn more than twice the amount re-
quired in 1949.

Index of Industrial Production
Families must earn increasingly greater money incomes to offset the price il padie ek

by Months (sea ally djusted) 1970-1975
and tax “squeeze.” A family of four needs a 1975 income of $12,064 to

equal the purchasing power of $5,000 in 1949; and these figures do not
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take into account the increased burden of state and local taxes. &
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Wholesale price index for all commodities rose 1.5% in April, after sea- &
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sonal adjustment. This was the first monthly increase since November
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and processed foods and feeds were up 4.8%. Consumer finished goods

also increased by 1.3%.
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ACCOUNTING REVIEW SEMINARS

Taxation and law as applied to business will be among topics
to be considered during a series of ten review seminars for
accountants to be offered by the UN-L College of Business Ad-
ministration.

The seminars will deal also with such topics as auditing, com-
puters, basic accounting concepts and theory, and advanced theory
and recent developments. Both faculty and accounting practition-
ers will conduct the seminars, which will also be helpful in pre-
paring for the Certified Public Accountants test.

The first series of seminars begin August 30 and will be held in
Lincoln. Some sessions will be held on Saturday mornings, while
other programs will be scheduled for Friday nights or Saturday
afternoons. Plans are being made also to offer a series of seminars
in the Grand Island-Hastings-Kearney area.

For information contact: Dr. George C. Holdren, College of
Business Administration, University of Nebraska-Lincoln.

BUSINESS INTERN PROGRA'MS

The University of Nebraska-Lincoln College of Business Ad-
ministration has been developing an intern program in the Lincoln
business community. Dean Ronald L. Smith has told the business-
men, “We need you as teachers because of your expertise and
experience.” The intern program is now a college-wide system of
internships, which permits students to learn on the job as well as
in the classroom.

Dean Smith feels that ‘‘the students will learn to apply class-
room theory to the real world through actually working in the
firms in the community.”” During the Spring, 1975, semester,
eleven students were serving as interns in seven businesses and
were gaining training in banking, accounting, insurance, and per-
sonnel administration.

Inquiries may be directed to: Office of the Dean, Attention:
intern Program, Room 240, College of Business Administration,
University of Nebraska-Lincoln, Lincoln, Nebraska 68588.

NEW PUBLICATIONS

Attention is directed to a new publication, Nebraska Economic
and Demographic Research Data User’s Guide, which identifies
and analyzes those ongoing programs of Nebraska state agencies
that generate economic or demographic data. Designed for the
use of agencies and others seeking help in locating particular data
and understanding how the data are produced, the guide was pre-
pared for the Nebraska Office of Planning and Programming.
Information concerning the availability and content of the guide
may be obtained from that office.

Another report titled 7975—The Nebraska Population and
Economy gives a resumé of Nebraska population and economic
data and research for the current year. Special emphasis is given
to evaluations of previous estimates and projections set forth in
two publications of the Bureau of Business Research: Nebraska
Economic and Business Report Number Six, titled Nebraska
Population Projections, and Number Seven, titled Nebraska Eco-
nomic Projections. Inquiries concerning these three publications
should be directed to the Bureau of Business Research.

URBAN FAMILY BUDGETS

In 1967 the U.S. Bureau of Labor Statistics made its first
estimates of the cost of three standard budgets for a 4-person
family and one for a retired couple. These budgets represented an
attempt by BLS to develop “specified levels of living [that] have
long been recognized by social scientists as desirable research tools
for use as benchmarks in determining individual family needs, esti-
mating interarea living costs, and documenting changes in living
standards over time.”” As standards these budgets represent spe-
cific levels of attainment sought as goals and not actually
achieved levels. The most recent figures for the 4-person family
budget are shown in the chart below, and certain findings follow.

Costs of the three hypothetical budgets rose about 13 percent
from Autumn 1973 to Autumn 1974, An urban family could ex-
pect the average cost of an intermediate budget to be about
$14,300. Average cost of a lower budget amounted to $9,193,
while the higher budget amounted to $20,772.

Family consumption items comprised 76 percent of the inter-
mediate family budget, with the remaining 24 percent going for
gifts and contributions, occupational expenses, life insurance, and
social security and personal income taxes. Total family consump-
tion at the lower and higher budget levels comprised 80 percent
and 72 percent of the family budget, respectively. Between
Autumn 1973 and 1974, consumption costs rose by approxi-
mately 11.4 percent for all three budgets.

Food costs accounted for 30 percent of total budget at the
lower level, 25 percent at the intermediate, and 21 percent at the
higher level. Food costs represented the largest single component
for the lower and intermediate budget levels, with housing costs
the largest for the higher level.

ANNUAL BUDGETS FOR
THREE LIVING STANDARDS, Higher
FAMILY OF FOUR-- 2077
HUSBAND, WIFE, BOY 13,
AND GIRL 8
=1, $20,000
URBAN U.S. AUTUMN 1974
4,453
—{: $18,000
i
~ $16,000
14,332
=1 $14,000
4,200
3,748
-1 $12,000
Lower
2,028
TOE Sttt 9,193 -1 $10,000
2,226
e ) 2,763 -1 ‘sec00
3,895
1,395
Housing M
1,758 =7 s600
Clothing and % 2010
Persons) Care \ ”
900 .
Persanal Taxes~~._._%_+ 2410 - $4,000
910
: 1,448
Other
Medical Care. - : 838 w4
—— 742 )
Transportation 738 -1 $2,000
. \ 1521
Social SeiiFity 543 1M
Yaxes, insurancel
L 787
Contrititions. \?_ 553 a0 Y
Source: Bureau of | abior Statistics and Nutiohist Consuimer Firance:Association
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Review and Outlook

Things seem to be looking up a little in Nebraska and even in
the United States as a whole, according to the May figures shown
here. The dollar volume of agricultural production (in Table 1) is
above that for the same month last year, for the first time in
many months. This is largely due to a dramatic upturn of agricul-
tural prices received by farmers (Table 5). In April these prices
were approximately equal to prices of a year previous, but in May
they were, for Nebraska, 19.5 percent above May, 1974. In the
nation agricultural prices, for the first time in a long while, were
slightly above those of a year ago.

The most discouraging part of the report is the figure for
manufacturing in Nebraska. This has been, heretofore, a bright

spot, being well above year-ago levels, but in May dollar volume
was only slightly higher than last year. Physical volume was below
last May by almost 10 percent. Construction, another critical
industry, also was somewhat lower in May compared with May,
1974, than in April.

On the 1967 base (Table 2), the manufacturing physical vol-
ume index for Nebraska, which had been running at 130 percent
of 1967, is now down to 127.2 for May, having been gradually
decreasing for several months. (Last month’s figure of 140.5
should have been shown as 128.7.) Also, there have been sub-
stantial revisions in the agricultural figures for the past several

(Continued on page 5)

Notes for Tables 1 and 2: (1) The “‘distributive” indicator represents a composite of wholesale and retail trade; transportation, communication
and utilities; finance, insurance, and real estate; and selected services. (2) The “physical volume” indicator and its components represent the
dollar volume indicator and its components adjusted for price changes using appropriate price indexes—see Table 5, page 5.

ECONOMIC INDICATORS: NEBRASKA AND UNITED STATES

1. CHANGE FROM PREVIOUS YEA
May, 1975 :
Agricultural. . . ... .. ... 105.8 9.9 | 890 906
Nonagricultural . . ...... 107.5 104.0 109.0 106.0
Construction ........ 104.6 87.0 113.3 92.0
Manufacturing . ...... 102.2 99.6 109.3 104.4
Distributive ......... 108.7 106.6 107.9 107.3
Government 1123 1095 111 1
Physical Volume .. ...... 96.7 949 ‘Elir‘.t’)i T
Agricultural, .. ........ 88.5 94.8 95.3 100.9
Nonagricultural . . ...... 98.2 94.9 98.7 96.0
Construction ........ 94.6 78.7 101.0 82.0
Manufacturing .. ..... 90.5 87.7 94.3 89.1
Distributive ......... 99.3 97.4 97.6 97.0
Government.. . .. .. ... 106.9 105.0 106.3 104.9

CHANGE FROM 1967
Femp——— Porcentol 1

ﬁo.ll.:.ar .\;I'.’o.iu.me S ..... 210.6
Agricultural . . ......... 220.0
Nonagricultural . . ...... 209.0
Construction . ....... 190.5
Manufacturing ....... 220.9
Distributive ......... 204.5
Government. . ....... 2184 205.4
[Physical Volume ........ 125.5 114.8
Agricultural . .. ........ 115.7 109.9
Nonagricultural . . ...... 127.2 115.0
Construction . ....... 100.8 79.3
Manufacturing . ...... 127.4 102.2
Distributive . ........ 128.4 120.7
Government. . ....... 132.1 134.9
r
TQEE PHYSICAL VOLUME OF ECONOMIC ACTIVITY
1 NEBRASKA e =
UNITED STATES .1
' ..IMI\ 3
120 L \F/\ o]
‘\‘,
110 L =
100
90 L X
80 L i
70 L L L L L 1) FEMAPTAEDISDL A P S OINDS

1961 1967 1974 1974 1975

3. NET TAXABLE RETAIL SALES OF NEBRASKA REGIONS
AND CITIES (Adjusted for Price Changes)

The State 99.0 :
1 Omaha 97.1 96.8
Bellevue 98.5
2 Lincoln 90.0 90.6 93.1
3 So. Sioux City 103.1 105.3 95.3
4 Nebraska City 104.3 97.3 874
5 Fremont 107.4 103.3 95.9
Blair 116.8
6 West Point 106.8 96.3 83.9
7 Falls City 94 5* 923 86.9
8 Seward 102.3 105.0 93.4
9 York 104.5 110.2 98.2
10 Columbus 102.7 103.7 928
11 Norfolk 106.5 94.1 91.4
12 Grand Island 100.4 99.9 99.5
13 Hastings 95.9 96.3 95.9
14 Beatrice 108.7 100.5 90.3
Fairbury 99.1
15 Kearney 109.7 114.0 100.5
16 Lexington 112.0 102.7 96.0
17 Holdrege 108.4* 104.1 95.0
18 North Platte 110.0 104.2 98.2
19 Ogallala 92.4* 94.9 97.3
20 McCook 102.9 94.1 90.1
21 Sidney 87.4 85.2 89.9
Kimball 85.2
22 Scottsbluff 104.3 100.5 96.6
23 Alliance 107.4 94.8 91.5
Chadron 85.9
24 O'Neill 102.5 97.1 84.7
25 Hartington 92.2 98.6 87.6
26 Broken Bow 90.9 90.6 86.5
!See region map below. *Estimated.

Sales on which sales taxes are collected by retailers located in the
state. Region totals include motor vehicle sales; city totals exclude
motor vehicle sales.

Compiled from data provided by Nebraska Department of Revenue.

1975 YEAR TO DATE AS PERCENT OF 1974 YEAR TO DATE
IN NEBRASKA'S PLANNING AND DEVELOPMENT REGIONS

Sales

Decline Less
Than State
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(Continued from page 4)
months as furnished from Washington.

Retail sales figures, as corrected for price changes, are also en-
couraging. In Table 3, the total for the state, not including motor
vehicle sales (total for the cities) is only 1 percent below May of
1974. This is a better comparison than we have seen since last
October. Most of the cities are better than a year ago. Omaha,
Bellevue, and Lincoln results pull down the total—Lincoln espe-
cially. The returns for three cities—Falls City, Holdrege, and
Ogallala—are estimated here, because figures reported to us
appear questionable and there has not been time to secure clari-
fication,

Total retail sales for the regions (second column in the table)
does include motor vehicle sales. The state is down 2.6 percent
from last year. In the year-to-date figures we see that only Region
15, including the city of Kearney, sold more in 1975 than in
1974, It was pulled up by the 14 percent increase in May.

The banking activity figures (Table 4), as corrected for price
changes, are still low compared with a year ago, as they have been
for more than six months. Only four cities, including Lincoln,
show them as better than for a year ago. Building activity, how-
ever, is up slightly (not corrected for price changes), and power
consumption (physical volume data) is up considerably. Many of
the large increases in power consumption are in the use of
natural gas rather than electricity. Figures for the more recent,
very hot months will undoubtedly show a rise for electricity.

The city business indexes, as charted above Table 4, are not
too different from what they were for April, except that more of
them are positive. Seven of the ten leading cities for April are
among the ten leaders for May.

Motor vehicle traffic, which we reported last month as running
below last year to date, showed a sudden reversal in May, and is
now running above a year ago. Nebraskans and the state’s visitors
may have decided that the fuel crisis is over, and are now using
their cars and trucks more than ever. This, combined with the
great increase in the use of natural gas in May, may lead to
trouble when the shortages again appear, as they are only too
likely to do.

Despite the favorable figures shown here for May, and the
recent upturn in the gross national product as reported in the
press, we should not be led to think, as some publicists have
implied, that the recession is now over, and that things have
definitely turned upward for good. Such slight turns are not
reliable as indicators of the long term, and should be regarded
with caution. EsZ:P.

5. PRICE INDEXES

CITY BUSINESS INDEXES
Percent Change May 1974 to May 1975
=16'=10 =6 Y0 '0CB. 10 156

Kearney..........
Blair s dime
Scottsbluff. . ......
McCook..........
MNorfolk ..........
Bellevue..........
Loy 7 1 7 S
Lexington ........
Columbus ........
Fairbury
Hastings . . ........
Broken Bow. ......
Nebraska City. . ....
Eincolnis . o5, o
Omaha ..........
Chadron. . ... ...
Seward
Falls City*........
Sidney . .%0 b,
*Estimated

Source: Table 4 below.

May, 1975
Consumer Prices. . ...... 159.3 109.5 110.6
Commodity component 156.5 109.1 110.3
Wholesale Prices. ....... 173.2 111.7 113.7

Agricultural Prices
United States . . ....... 177.8 102.2 89.9
Nebraska ............ 190.2 119.5 93.6

*Using arithmetic average of monthly indexes.
Sources: Consumer and Wholesale Prices: U.S. Bureau of Labor

92.7 108.3
Alliance . ......... 110.7 133.7 127.9
Beatrice . ......... 102.7 153.6 107.2
Bellevue .......... 934 1254 107.4*
BIAITR IR ooy oniets 816 135.6 107.0
Broken Bow. ... ... 98.6 78.5 112.8
Chadron.......... 99.8 53.3 126.1
Columbus. ........ 823 215.7 96.9
Fairbury.......... 84.2 205.4 102.0*
FallsCity ......... 78.6 150.2 97.0
Fremont ......... 91.4 64.0 116.5*
Grand Island. . ..... 96.2 78.7 118.8
Hastings . ......... 90.5 100.5 118.6
Holdrege. . ........ 102.6 55.4 117.6
Kearney .......... 90.5 124.1 119.6
Lexington. ........ 97.2 20.2 110.9
iy T [ e e 100.8 84.7 98.9
MeCook .l ora oo 929 168.9 104.0
Nebraska City. . .... 86.0 74.1 107.5
Norfolk .......... 93.8 74.0 104.2
North Platte. .. .. .. 94.2 203.0 116.4
Omaha........... 89.3 87.2 107.9
Scottsbluff........ 95.8 120.3 104.6
Seward "o i amEag 77.0 109.6 110.9
Sidney ........... 86.3 61.0 1184
So. Sioux City ..... NA NA NA
York...: . 0w 814 5445 1156.5
'Banking Activity is the dollar volume of bank debits.
2Building Activity is the value of building permits issued as spread
over an appropriate time period of construction.
3power Consumption is a combined index of consumption of elec-
tricity and natural gas except in cases marked * for which only
one is used.
4Baf‘lking Activity is adjusted by a combination of the Wholesale
Price Index and the Consumer Price Index, each weighted appro-
priately for each city.
Source: Compilation by Bureau of Business Research from reports
of private and public agencies.

Statistics; Agricultural Prices: U.S. Department of Agriculture.




(Continued from page 1) national average. By contrast,
Department of Commerce income data (which show larger esti-
mates of farm income) for the same year suggest that per capita
income in Nebraska was 96 percent of the national average.

The extent of differences in alternative farm income estimates
is illustrated hy a comparison conducted by the Department of
Commerce for the year 1964.2 Using data obtained from persons
interviewed in the March, 1965, Current Population Survey (CPS),
an estimate of total farm self-employment income for the nation
of $5.8 billion was derived. By contrast, a model using Internal
Revenue Service records yielded an estimate of only $2.6 billion,
and an estimate based on U.S. Department of Agriculture data
was $10.8 billion. Because of incomplete coverage and a variety
of reasons related to accounting procedures, the income tax data
almost surely provide a low estimate. Efforts were made in the
study to place the estimates derived from the CPS and USDA data
on the same basis, so it is not immediately apparent why the gap
between those estimates should be so large. There are, however,
reasons for believing that the CPS estimate is an understatement
and that the USDA-based estimate may be an overstatement.

In general, it would appear that people tend to understate their
incomes when responding to questionnaires or being interviewed
(as in the CPS). The most likely reason is {unintentional) faulty
memory, which causes people to forget miscellaneous sources of
income. For most people, wage and salary payments are probably
the income sources easiest to remember. (A comparison of CPS
wage and salary estimates to administrative-record data, for ex-
ample, suggests an understatement of less than 10 percent for the
CPS data. On the other hand, income sources which involve many
irregular transactions, such as farming, tend to be associated
with much greater problems of understatement. Since alternative
sources of farm income data are also imperfect, it is not possible
to obtain a reliable estimate of the extent to which interview or

245ize Distribution of Family Personal Income: Methodology and Esti-

mates for 1964,”" Bureau of Economic Analysis Staff Paper No. 21,
Bureau of Economic Analysis, U.S. Department of Commerce, June, 1973.

questionnaire techniques of data collection lead to underestimates

of farm income. Some tests have suggested the average under-
statement could be 50 percent or more for some surveys.

It is difficult to assess possible biases in farm income measures
based on USDA data, but USDA has been criticized for using
accounting procedures which some people feel tend to overstate
farm income. Although the merits of such criticisms are difficult
to assess, USDA has recently made revisions in their farm expense
accounts, resulting in somewhat reduced estimates of net farm in-
come.® Since the Department of Commerce uses USDA farm
income data in deriving the farm proprietors’ income component
of personal income, the USDA revisions will eventually result in
lower farm proprietors’ income and total personal income esti-
mates for Nebraska. For years since 1960 the downward revisions
of farm proprietors’ income are likely to approximate 20 to 30
percent for Nebraska. {The Department of Commerce data, how-
ever, will not be adjusted to reflect the USDA changes for at least
another year.

Given the wide discrepancies among alternative measures of
farm income, there is much room for disagreement concerning
the economic well-being of farmers relative to other segments of
society. Moreover, there is room for disagreement concerning the
economic well-being of states like Nebraska relative to nonagricul-
tural states. It is reasonably clear that farm incomes fluctuate
considerably more than do the incomes of most other groups, but
there is much uncertainty surrounding the accuracy of the esti-
mates of change and the impact the changes have on the nonfarm
population of states like Nebraska. It is important, therefore, to
exercise great care in using available farm income measures for
economic analysis. Certainly any analysis which compares farm
income situations over time not only should be based upon data
containing most recent revisions but also should be explicit as to
the existence of inadequacies. VERNON RENSHAW

3The USDA state revisions first appeared in ‘“Farm Income State Esti-
mates, 1949-73,” FiS 224, (Supplement), Economic Research Service, U.S.
Department of Agriculture, September, 1974,
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