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Major Components of Personal Income:
Transfer Payments and Total Personal Income WA-REAP Analysis of Growth and Change

Among the Major Components of Personal Income
within San Juan County: 1969-2006

San Juan County, Washington (1969-2006)

Transfer Payments Total Personal Income

Current 2000 Percent Percent Current 2000 Percent

Dallars — Dollars! Change! of Total Dollars Dollars! Change!
Year (1000s)  (1000s) Index2 (2000 %s) Income (1000s) (1000s) Index2 (2000 $s)
1968 1,669 6809 1000 102 16,343 64,712 100.0
1970 2,085 7883 1193 19.29 108 19.317 73,038 1129 12 .87
1971 2497 9,056 1370 1487 113 22,142 80,300 1241 9.94
1972 2,675 9377 1419 355 105 25417 88,095 TR 10.95
1973 3,247 10,794 1633 15.12 107 30,251 100,565 1554 12.87
1974 3,954 et 1803 10.36 148 34 942 105,276 GhehEeTs 468
1975 4,888 13,585 205.7 14.12 12.8 38,329 106,603 164.7 1.28
1976 5452 14,367 2174 568 11.8 46,212 e T 188.2 14.23
1977 5,382 15793 2390 993 11.8 53,960 153,531 206.3 965
1978 7,170 16,579 2509 4.97 o2 63,811 147,547 228.0 10.50
1979 8,260 17562 2656 5.87 14:2 73857 156 946 2425 6.37
14980 10,073 19,342 2927 10.20 11.6 86,708 166,496 2573 6.09
1981 11,816 21008 3179 8.61 11.8 101,319 178,630 276.0 7.29 5 "
1982 13426 22420 3304 876 125 107836 180,150 2784 085 Briefing Report Outline:
1983 14,820 23736 3592 583 126 118,004 184,000 2921 491 T
1984 16,233 250583 3791 5.55 12.0 135,199 208,657 3224 10.40 )

2. Graph - Major Componernts of Personal Income: San Juan County, 196% 2006

1985 17,984 26,882 406 8 7.30 126 143,027 Va6 oo 24 X
1986 19,504 98 444 4304 581 128 152755 222776 443 48 3. Graph - Major Income Camponents as a Percent of Total Personal [ncame
1957 20,745 29240 4425 280 127 163,169 229987 3554 3.4 4. Letanhi- lninme Gl Indices. San.Juan Counte 1285 2008
1988 22154 20037 454 5 273 113 195483 265,044 40906 15.24 5. Graph - Major Income Components as a Percent of Total Personal Income: San Juan County, 1969- 2006
1989 23371 20363 459 4 1.08 105 222224 288,708 4461 2.02 6. Graph - Shifts in Share of Total Personal Income among Major Income Componerts
1990 25774 32018 484 5 545 7 240,529 288,801 4617 3.50 7. Graph - Earned [ncome as a Percent of Total Personal Incorre: San Juan County, Washincton, and LS.
1991 28,196 33 800 5115 557 107 262,315 314 455 4859 524 8. Graph - Earned Income by Place of Residence: vs. Place of Work
1992 34,676 36,790 556.7 8.85 108 289486 337,314 521.3 T2 0, 8 oper 25 3 nt of Tota ona 2 an County, Washington, and
1983 35319 407225 608.7 9.34 et 317,23 361,363 5584 713 10. Graph- Transfer Paymerts as a Percent of Total Personal Incorne: San Juan Courty, Washington, and LS.
1994 36826 41076 6215 212 104 353525 394322 §09.3 912 11. Graph - Indices of Structural Change amang the Major Cormpanents of Incorme
1995 40,512 44238 6694 770 113 360031 393,146 607.5 030 12. Graph - Major Componerts Contributions to Real Total Personal Income Growth
1996 43428 46424 7025 484 112 387049 418748 0394 5A 13. Graph- 2006 vs 1969 and Component Contributions to Real Incarme Growth, 19682006 San Juan County
1997 45141 47 455 7181 222 106 426 577 448 443 5930 .38 . Tab L S e o o AL RO 005

1998 47,542 49534 7495 4.38 10.0 474 631 494 521 7642 10.28
1998 51,086 52356 7922 570 10.0 508,872 521,519 805.9 5486
2000 55,843 55843 8450 566 105 532,664 532 664 8231 214
2001 62,504 61222 926 4 9.63 114 549 896 538617 8323 112
2002 67,124 64 828 9810 5.89 12.0 560,884 541,897 8371 0.57
2003 70,504 66 767 10103 299 19 591,258 559919 865.2 3.38
2004 73,918 68145 10319 214 1141 664,334 612,899 9471 9.48
2005 78,662 70483 10667 337 12 701816 528,756 8716 259
2006 86,639 75552 11432 718 1951 779,258 679,536 10501 8.08

15. Table 2 - Transfer Payments and Total Personal Income: SanJuan County, 1969-2006

12000 constant dollar estimates determined using the chain-weight Implicit Price Defiator for
Personal Consumption

2\ alues are expressed as 100% for 1969 (2000 Dollars) and as a percent of 1969 for the
following vears

Source U S Department of Commerce, Bureau of Economic Analysis with calculations
and table prepared by the Washington Regional Economic Analysis Project
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Introduction

Major Components of Personal Income:
Earned Income and Property Income
San Juan County, Washington (1969-20086)
Earmned Income Property Income
Current 2000 Percent Percent  Current 2000 Percent Percent
Dollars Dollars! Changa! of Total Diollars Drollarst Change! of Total
Year  (1000s)  (1000s)  Index? (2000 §s) Income (1000s) (1000s)  index? (2000 $5) Income
1968 8,820 34,824 100.0 54.0 5.854 23,180 100.0 38
1870 10,108 38,222 108 4 844 523 7123 26,832 116.2 1618 368
1871 11436 41474 11838 851 516 8,209 20,711 1284 10.54 £ |
1972 1333 46,730 1333 1267 524 9411 32989 1423 10.81 370
1473 15,724 52,272 1497 1186 520 11,280 37 499 1618 1367 73
1974 17,537 52,837 1513 108 502 13451 40,528 174 8 Bo7 385
1975 19.679 54,732 1567 359 S13 13,762 38276 1651 -5.55 359
1976 23,984 63,150 1808 1538 519 16,796 44,261 1909 1584 363
Paralleling a nationwide trend, the compaosition of San Juan County's total personal income has undergone :::; ;g??: ?:f;i ;:-?22 1?:; ;gf i:zg :;::: :f; :Z: i:;
dramatic change over the past three decades. With few exceptions, transfer payments and property income have 5 4 é ;
increased in their importance, while labor-related eared income declined in relative share. But within this frend 1978 37.385 79443 2275 877 508 28212 58,850 2586 B
there notable and sometimes very extrame differences among individual counties and regions as to the extent of 1980 40628 7014 2234 180 468 /007 69441 2883 1533 #15
the shift in the composition of personal income among the three income components. 1981 41,997 74043 2120 508 415 47,406 83,579 3606 2088 468
1962 41,920 70,031 2005 -542 389 52,490 o7 689 783 492 487
The annual total personal income s estimates compiled by the Bureaw of Economic Analysis (BEA) are among 1983 48,172 77,154 2209 1017 408 £5,012 88,109 3801 048 488
the most comprehensive, consistent, comparable and timely measures of economic activity available on the 1984 54615 84,289 2414 925 404 54,351 99,315 4285 12712 418
county and statewide level. Personal income estimates are also the best available local level indicator of general 1985 58,070 86755 2484 293 406 66,963 100,040 4316 073 468
purchasing power, and are therefore central to tracking and comparing county patterns of economic growth and 1988 82108 20708 2507 455 407 71055 103828 AT 356 4GS
change. Yet, unless there is understanding of the degree and magnitude of the pattern of growth and shifting 1087 53'?99 96'972 717 601 422 ?3'525 103'_”5 s oM 454
composition among the three major components that underlie total personal income one cannot gauge or * * ! = ‘ ! f
appreciate the underlying character of income as a barometer for the economic performance of the local 1988 82265 111588 3194 1502 421 91.084 123408 5327 1898 466
economy. This report offers a comparative perspective by examining the changing structure and composition of 1880 90.562 117.656 3369 548 408 108291 140,689 6070 1395 487
San Juan County's personal income in relation to the state and nation at large. 1990 109,000 135407 3877 1500 453 106,756 131,376 566 .8 662 440
1991 115896 138932 3978 260 442 118222 141,722 6114 788 451
Earned income can be view as compensation for labor services. Property income represents payments in 1992 126306 147,276 4217 601 437 131523 153, 47 1.1 §13 454
the form of dividends, interast and rent for the services of capital owned by persons. In contrast to the other two 1993 134,976 153,724 4402 438 425 146,996 167 414 7222 924 463
components of income, Transfer Payments are by definition payments that are not related to the provision of 1994 140,125 156,205 4475 167 398 176,574 198,950 8407 1784 499
:iawllycsi:.u\;?orisuss aspects of each income component will be further defined and explained as this discussion and 1995 146264 159717 4573 318 408 173255 189131 8162 -394 481
' 1996 148,150 159,438 4565 -0.17 385 184471 207 886 5968 988 50.2
. X 1987 166.995 175.555 5027 1011 381 214441 225433 8726 .44 50.3
paE:'}LesSt Lhr?creed?r?;tlr?ii ?n?:ic{ﬂrmti};i_majm components of San Juan County personal incorme are posted on the 808 Aaadie. dobead  EdBs PO 22018 263002 10016 1297 612
1999 211,004 216350 6195 1214 M5 46682 252813 10907 0.1 485
2000 215446 219446 6255 097 410 256375 258315 11147 220 485
2001 226327 221885 B34S 148 412 261085 285710 11032 108 475
2002 224,966 MT2T0 6321 =148 401 268,794 258,588 11188 1.52 478
2003 237272 2596 6434 342 401 283482 268456 11582 3a 4t g
2004 254689 20970 6728 457 383 335,727 309734 13362 15.38 50.5
2005 266653 238,862 6842 170 380 356,301 318300 13775 o8 508
2006 286,249 49618 7147 446 367 406,370 354 367 15288 10.98 521
12000 constant dollar estimates determined wsing the chain-waight Implicit Prce Deflator for
Personal Consumption
2 Valuss are expressad as 100% for 1989 (2000 Dollars) and as a percent of 1983 for the
following years.
Source. U S, Department of Commerce, Bureau of Economic Analysis with calculations
and table prepared by the Washington Regional Economic Analysis Project
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Major Income Components as a Percent of Total Personal Income: San Juan County
2006 vs. 1969 and Component Contributions to Real Income Growth, 1970-2006
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Major Components of Personal Income, San Juan County, 2006
{Thousands of Dollars)

Earned Income
$286,249
Transfer Payments
$86,639

36.73%

Property Income
$406,370

Fetrisued from PMREAP.org, October 2, 2008

Figure 12.

Figure 12 recaps the theme and distills the results pre sented throughout this briefing report. In 1963 earned
income comprised 54.0% of San Juan County's total personal income. However, over the following 38-year
period 1969-2006 earned income accounted for only 37.8% of the annual real growth in San Juan County's
personal income. As a result, by 2006 earned income's share declined to 36.7 %.

Because property income alone accounted for 50.6% San Juan County's total personal income growth over
1969-2006, its share rose from 35.8% in 1969 to 52.1% in 2006 Transfer payments, in turn, advanced from
10.2% to 11.1% over the same period owing to its 11 6% contribution to the growth of San Juan County's total

personal incame.

Page 14

Figure 1.

Figure 1 depicts the composition of San Juan County's personal income among the three major components
for 2006, Met earnings amounted to $286 249 000 or 36 7 % of total personal income; property income totaled
$406 370,000 ar 52.1%; and transfer payments summed to $85 539 000 comprising 11.1% of San Juan County's
personalincome in 2006, For every $100 of personal income that accrued to the residents of San Juan County in
20086, about $63.27 derived from property income and tfransfer payments.
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Major Income Components as of Percent of Total Personal Income:
San Juan County, Washington and the U.S., 2006
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Major Components Conttibutions to Real Total Personal Income Growth::
San Juan County, Washington and the U.S,, 1969-2006
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Figure 2.

YWhat are the differences in personalincome composition betwean San Juan County, Washington and the
United States? Figure 2 illustrates three major income comp onents-—--earned income, property income, and
transfer payments as a percent of total personal income. The share of San Juan County's personal income that
originates as property income (52.1%) is well above the share nationally (16.9%). The share of San Juan
County's personalincome that stems from transfer payments (11.1%) is below the national average (14.7%).

In combination, property income and transfer payments amounted to B3.3% (52.1% +11.1%) of San Juan
County's incorne in 2006. Earned income made up the balance (35.7%) of personal income, which amounted to a
substantially smaller share than the corresponding B8.4% for earned income nationwide.

Page 4

Figure 11.

This report thus far has centered primarily on examining and compating changes in the composition of San
Juan County's personal income compared with the state and nation over 1969-2006. Figure 11 focuses attention
on how much each income component contributed individually to San Juan County's real personal income growth
over the 38-year period. The annual growth rate of San Juan County's real (inflation adjusted) personal income
averaged 6.64% over 1969-2006. Each component's individual contribution to this total armounted to 2.51% for
earned incame, 3.36% for propery income and 0.77 % for tran sfer payments, all of which surm to B 64%.

In order to gauge each component's contribution to total real income growth the table below displays each
components overall contribution to growth as a percent of total growth. Mote, for example, transfer payments
overall percentage contribution to the average total growth over 1969-2006 of 11.6% was derived by 11 6% =
(0.77 %5, 64%)x100.

Eamned Froperty Trarstfer
Income Income F ayments

SanJuan County: GEd% 2.51% + 3.35% =, 077%
(100%) (37.8%) (50.6%) C11.6%)

i z= hington: 379% 2.43% * 0.77% o 050%
(100%) (1% (20.3%) (15.5%:)

United States: 315% o 1.95% i 0.62% 52 057%
(100%) (61.9%) (19.7%) (a5

FPercant figures may not 3dd due to rounding by 3 factorof£ 0.0 %,
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Indices of Structural Change Among the Major Components of Income:
y : San Juan County, Washington and the U.$., 1969-2006

35 R S A R e R SRR S TS SR o frme
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Retricved frorm PNREAP. org, Ockober 2, 2008 Year

Income Growth Indices {1969=100):
San Juan County, 1969-2006

Figure 10.

Overthe past several decades one of the more heralded changes that hastransformed the character of our
economy has been the structural shift in employment and earings from goods-producing toward services-
producing activities. Though far less widely publicized and less popularly understood, anather change of major
significance was the widespread shifts in the compaosition of personal income addressed in this briefing report.

The "index of structural change" shown in Figure 10 calibrates the timing and magnitude of change in the
composition of San Juan County's personal income among the three major components compared with the state
and nation over 1969-2006. The period of most dramatic change held in common by San Juan County,
Washington and the nation spanned the period of the late 19705 to the mid-1980s.

Structural change is defined and measured here as the composite change in income shares arong the three
income components. Changes in shares are based on differences between each components share in 1965, and
its share of personalincome for each year since. Indexvalues equal the surm of the absolute value of the share
changes among the three income compaonents year-over-year relative to 19589, A rise in the index indicates that in
composition of income among the three major components deyiated further away from their 1969 distribution.
Note: Figure 5 displayed the share shifts armong the three income components over the interval 1959-2006.
Accordingly, the 2006 value of the structural change indices for the county, state and nation are simply the sum of
the absolute values of share shifts reported in Figure 5:

Shift-In- Share
Inde: Walue Earned Property Trarefer
(2006 Income Income Fayments
San Juan County: 345% = p173 o+ |83+ 09|
Y 2= hin gtan: 18B% = [ Bo o+ 153
United States: 98% = lag o+ Ba o+ 65|
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Figure 3.

One of the key objectives of this report is to highlight the growing importance over the past several decades of
property income and transfer payments and to illustrate their emergence as more prominent components of local
area personal income. Figure 3 compares the real (that is, removing the effects of inflation) curnulative growth of
the three major components of personal income for San Juan County over 1969-2006. The cumulative growth
indices express each income component as 100 for the base year of 1989, and represent each component in
subsequent years as a percent of their level in 1969, The indices enable a direct comparison of the differences in
the cumulative percentage growth of the earned income, property income , and transfer payments for San Juan
County over more than three decades.

Ovwer the 1965-2008 period, earned income in San Juan County grew by 614.7%. Property income, however,
increased by 1423.8%, while transfer payments rose 10432%. As a general rule, the growth of property income
and transfer payments outpaced the growth of earned income. As a result, earned income declined as a share of
total personal income, while property income and transfer payments increased.
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Major Income Components as a Percent of Total Personal Income:

San Juan County, 1969-2006

Percent
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Figure 4.
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Near

Wyhile the previous graph illustrates the degree of growth among the three major companents of personal
income, the above figure traces their changing share and relative importance over time. Differences in growth
among the three components income translates the changes in their relative share as shown here. Earned
income as a share of San Juan County's personal incorme declined frorm 54.0% in 1965 to 36.7% in 2006, a shift
in relative share of -17.3%. Offsetting this decline was a 16.3% increase in property income's share from 35.8% in
1969 to 52.1% in 2006; and a 0.9% advance in transfer payments share, from 10.2% to 11.1% over the same

period.
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Figure 9.

People receive personal income either for participating in current production, or from transfer payments.
Eamed income and property income represent payments received for participating in production. Transfer
payments, sometimes misleadingly referred to as "unearned income " are payments made by government to
individuals "for which no current services are perforrmed.”

Compared with the trend nationwide | transfer payments have played a fairly important role in the changing
compasition of San Juan County's personal income. MNationally, transfer payments as a share of personal income
advanced from8.07% in 1969 to 14.71% in 2006, for a net gain of 6.64%. For San Juan County, transfer
payments rose from 10.20% to 11.10% over 1965-2008, for a net gain of 0.90%.

There are vast differences in the mix of transfer payments counties receive, the particulars of which are beyond
the scope of this report. As a general rule social security and government pension incomes make up the largest
general category of transfer payments. Mext in arder of importance typically comes medical payments for such
programs as Medicare, and Medicaid. Medical payments have driven much of the rapid growth in transfer
payments overthe past decade. Further down the scale of importance are payments for income maintenance
programs such as Family Assistance, Food Stamps and Supplemental Security Income (S31). Unemployment
Insurance Payments is another category, often its relative size and importance is shaped by local economic
conditions and more generally by the ebb and flow of busine ss cycles. Finally, eterans Benefits Fayments is the
remaining category of impaortance. Generally veteran's pension and disability payments dominate this group. You
may obtain a detail tabulation of the transfer payments received by San Juan County residents over 1969-2006

by clicking here.
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Property Income as a Percent of Total Personal Income:
San Juan County, Washington and the U.S., 1969-2006

Shifts in Share of Total Personal Income Among Major Income Components:
San Juan County, Washington and the U.S. between 1969 and 2006
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Fiqure 8.

Figure 8 tracks property income as a share of personal income locally, statewide and nationally over 1969-
2008. Cornmon to all three was the discernable rise and advance to another plateau in property's incorme share
over 1979-82. This period was plagued by double-digit rates of inflation and associated double-digit rates of
interest. As interestincome is an important part of property income they played a leading role in the growth and
rise in share of property income over 19759-82. Moreover, contained within the period 1975-82 were two back-to-
back recessions. Unlike many recessions, the early 1980 recessions were widely dishursed regionally so
declines in earned incomes share declines were oftentimes observed, which further served to baolster property
incarne's share during this period.

Page 10

Figure 5.

How does the shift in personal income composition for San Juan County compare with the shifts in share
among the three major components for Washington and the United States over 1969 to 20067 In the above
figure, earned income's share statewide and nationally declined by -9.3% and -3.9%, respectively, whereas
earned income's share decline by -17 3% in San Juan County over 1968-2006. Mationally the shift in share of
property income and transfer amounted to 3.3% and 6.6%, respectively, while the corresponding shifts in share in
San Juan County amounted to 16.3% and 0.9%, respectively.

When a notable increase in property income's share is observed often this associates with a county or region
that experienced an influx of relatively affluent retirees.
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Earned Income as a Percent of Total Personal Income:
San Juan County, Washington and the U.S., 1969-2006

Earned Income by Place of Residence vs. Place of Work
San Juan County, Washington, 1969-2006
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Figure 6.

Figure 6 above traces earned income as a percent of personal income for San Juan County, the state and
nation over 1969-2006. Generally, local as well as state and national earned income share declines were most
praminent from 1979 to the mid-1980s.

Some localities and regions experienced pronounced short-term swings in earned income because earnings
generation was concentrated in industries especially sensitive to major cyclical swings in the national econormy.
Mining, wood products and durable goods producing manufacturing, such as primary metal and transportation
{including air and motar vehicle equipment), are among the most notable cyclically sensitive industries,

Agricultural dependent regions are especially subject to pronounced swings in earned income owing to the
influence of weather on output and production, international swing in commodity prices, changes in government
programs, aswell as general cyclical conditions and trends. Finally, other factors that have induced abnormal
short-term swings in earned income include major natural catastrophes and very large-scale private or
government construction project such as the building dams and power plants.
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Figure 7.

Figure 7 focuses on a very important dimension of earned income that needs to be addressed and explained.
Personal income, and its three major components, is intended to measure the incomes of the residents of a
region. Accordingly, the earned incorne data reported and presented in this report are "by place of residence.” But
in fact, earnings data are first collected and reported as "earnings by place of work." That is, they reflect eamings
on the basis of where workers work, and not on the basis of where they live. To develop an estimate of earned
income based on where workers live, the Bureaw of Economic Analysis develops an "adjustment for residence to
take into accountthe earnings of such intercounty commuters.

In addition to showing "earned income by place of residence” as a share of total income, Figure 7 also displays
"earnings by place of work," aswell the residence adjustment which accounts for the difference between the fwo.
This positive adjustment for residence of 578% as a percent of total personal income in 2006 reflects an
estimated net inflow of earnings dollars owing to the overall net effect of workers commuting to and from San
Juan County in 2006, So, in 2006 5.78% of San Juan County's personal income derived from workers who reside
locally but who generated earnings from jobs held outside the county.

Fut another way, the residence adjustment is a fairly significant factor in shaping the personal income of San
Juan County. For every $100 of personal income reported for San Juan County residents in 2006, $5.78 derived
from jobs held and eamings garnered from outside the county.
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